
!
A P P R A I S A L  A S S O C I A T E S !

Real  Estate  Appraisal  & Consultat ion Services

!
!

THE BLUE CREEK !

PHASE 2B AND 2C PROPERTY!
APPRAISAL REVIEW - REVISED!

 REVIEW DATE: SEPTEMBER 24, 2014 !

PREPARED FOR: THE STATE OF CA - WILDLIFE CONSERVATION BOARD !

!

5 4 0  S w a i n  Av e n u e  •  S e b a s t o p o l ,  C A  •  9 5 4 7 2  



!
A P P R A I S A L  A S S O C I A T E S !

Real  Estate  Appraisal  & Consultat ion Services !!!!
September 24, 2014!

John Walsh, Project Manager!
The State of CA Wildlife Conservation Board!
1807 13th Street, Suite 103!
Sacramento, CA 95814!!
Re: Review of The Blue Creek Phase 2B and 2C Appraisal Report, Humboldt and Del Norte Counties, CA!!
Dr Mr. Walsh,!!

At your request, the above referenced property appraisal has been reviewed.  The purpose of the appraisal re-
view was to determine compliance with the 2014-15 version of the Uniform Standards of Professional Appraisal Prac-
tice (USPAP), the California Code of Regulations, Title 2, Section 1880, the Wildlife Conservation Board’s “Appraisal 
Review Report Contents - Appendix A”, and the Uniform Appraisal Standards for Federal Land Acquisitions (the 
“Yellow Book”).   The function of this appraisal review is to assist you with decision making concerning acquisition/
funding of the subject property.!

This Appraisal Review Report is intended to comply with the review requirements set forth under Standard 3 of 
the Uniform Standards of Professional Appraisal Practice.  As such, it presents summary statements of the data, rea-
soning, and analyses that were used in the review process to develop the appraiser’s conclusions.  This appraisal 
review should not be considered unless accompanied by the original appraisal report prepared by Frank Mileham 
with a date of value as of June 18, 2014, and his amendments dated September 23, 2014. !

After inspection of the subject property, and review of the Narrative Appraisal Report it is my opinion that the 
Blue Creek Phase 2B and 2C Appraisal Report meets the minimum requirements of the 2014-15 version of USPAP, the 
Department of General Service’s Appraisal Specifications or the Uniform Appraisal Standards for Federal Land Ac-
quisitions.!

I hereby certify that I am familiar with the real estate area and location of the property appraised and the compa-
rable sales, that I have no present or contemplated interest in the property, and that to the best of my knowledge and 
belief, all statements of fact contained herein are true and correct.!

It has been a pleasure to assist you.  If I may be of further service to you in the future, please let me know.!

Respectfully Submitted,!

!
!
Chris Bell, MAI!
Review Appraiser!
California Certified General Appraiser, #AG023519  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CERTIFICATION OF THE APPRAISER!
I hereby certify that, to the best of my knowledge and belief:!

• the statements of fact contained in this report are true and correct.!

• the reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting con-
ditions, and are my personal, impartial, and unbiased professional analyses, opinions, and conclusions.!

• I have no present or prospective interest in the property that is the subject of the work under review, and I have 
no personal interest with respect to the parties involved.!

• I have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject 
of the work under review within the three-year period immediately preceding acceptance of this assignment.!

• I have no bias with respect to the property that is the subject of the work under review or to the parties involved 
with this assignment !

• my engagement in this assignment was not contingent upon developing or reporting predetermined results.!

• my compensation is not contingent on an action or event resulting from the analyses, opinions, or conclusions in 
this review or from its use.  !

• my compensation for completing this assignment is not contingent upon the development or reporting of prede-
termined assignment results, or assignment results that favors the cause of the client, the attainment of a stipu-
lated result, or the occurrence of a subsequent event directly related to the intended use of this appraisal review.!

• my analyses, opinions, and conclusions were developed, and this review report has been prepared, in conformity 
with the Uniform Standards of Professional Appraisal Practice.!

• I have made a personal inspection of the subject of the work under review.!

• Gene Forsburg, RPF of Buena Vista Services provided significant real property appraisal review assistance to the 
person signing this certification.  Mr. Forsburg provided a review of the timber valuation analysis of the Ap-
praisal Under Review.!

!

!
!
Chris Bell, MAI!
State of California General Real Estate Appraiser, Number AG 023519.  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SCOPE OF WORK - REVIEW REPORT!

COMMENTS:!

The Scope of Work for this Appraisal Review Assignment includes an inspection of the subject property, review of the 
Appraisal Report, and preparation of this Appraisal Review Report.  This Appraisal Review does not include the re-
view appraiser’s development of an opinion of value for the subject property.  The timber analysis made within the 
appraisal under review was reviewed by Gene Forsburg, RPF of Buena Vista Services.  The Timber Appraisal Review 
is attached to and made a part of this review.  

USPAP VERSION: 2014-2015

APPRAISAL REVIEW 
PROBLEM:

The main problems in the Appraisal Review of the Blue Creek Phase 2B and 
2C Appraisal Report is the inclusion of the timber valuation analysis within 
the Appraisal Report, rather than providing a separate valuation of the 
subject’s timber and the attempt to meet numerous guidelines and appraisal 
standards for a variety of intended users.

REVIEW PROCESS: Technical review, including site inspection overview and review of the Blue 
Creek Phase 2B and 2C Narrative Appraisal Report, The Valuation of Certain 
Lands, Stocking and Timber Located in Humboldt and Del Norte Counties, 
California.  No attempt is made in this review to provide an estimate of the 
subject property’s value.

VERIFICATION OF MARKET 
DATA:

No verification of market data or comparable sales - all information accepted 
as factual, per scope of work.

RESEARCH FOR 
ADDITIONAL MARKET 
DATA:

No research performed for additional market data or additional comparable 
sales was performed for this assignment. 

SUPPLEMENTAL CLIENT 
STANDARDS:

In addition to the 2014-15 version of USPAP, this appraisal review also 
includes:!

California Code of Regulations, Title 2, Section 1880!

Wildlife Conservation Board Appraisal Review and Disclosure Policy, 
Appendix A: Appraisal Review Report Contents!

Uniform Appraisal Standard for Federal Land Acquisitions (“Yellow Book”)

EXTRAORDINARY 
ASSUMPTIONS OF THE 
APPRAISAL REVIEW:

This appraisal review is made under the extraordinary assumption that the 
information included in the Appraisal Report under review is consistent with 
the subject property’s actual characteristics.

HYPOTHETICAL 
CONDITIONS OF THE 
APPRAISAL REVIEW:

This appraisal review is not made under any hypothetical conditions.
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SUMMARY OF SALIENT FACTS OF APPRAISAL REVIEW!

CLIENT: John Walsh, Project Manager!
Wildlife Conservation Board!
1807 13th Street, Suite 103!
Sacramento, CA 95814

REVIEW APPRAISER: Chris Bell, MAI!
540 Swain Avenue, !
Sebastopol, CA 95472!
7070 569-8891

REVIEW REPORT DATE: September 24, 2014

INTENDED USE: To assist the client with decision making concerning acquisition/funding  of 
the subject property

INTENDED USERS: The Wildlife Conservation Board

PURPOSE OF REVIEW: To support decision making by the State of California Wildlife Conservation 
Board in connection with possible acquisition of the Blue Creek Phase 2B and 
2C properties.

DATE OF APPRAISAL 
REVIEW:

September 24, 2014

EXTRAORDINARY 
ASSUMPTIONS:

This appraisal review is made under the extraordinary assumption that the 
information included in the Appraisal Report under review is consistent with 
the subject property’s actual characteristics. 

HYPOTHETICAL 
CONDITIONS:

This appraisal review is not made under any hypothetical conditions.

CONCLUSIONS: After inspection of the subject property, and review of the Narrative Appraisal 
Report it is my opinion that the Blue Creek Phase 2B and 2C Appraisal meets 
the minimum requirements of the 2014-15 version of USPAP, the California 
Code of Regulations, Title 2, Section 1880, the Department of General Service’s 
Appraisal Specifications, and the requirements of the Uniform Appraisal 
Standards for Federal Land Acquisitions.
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WORK UNDER REVIEW/APPRAISAL SUMMARY:

APPRAISER: Frank Mileham

THE APPRAISAL REPORT: The Blue Creek Phase 2B and 2C Appraisal Report

THE SUBJECT PROPERTY: Approximately 16,371 acres of Redwood and Douglas-fir type timberland on 
the Humboldt/Del Norte County border near the community of Klamath

PROPERTY OWNERSHIP: Green Diamond Resource Company, a Washington Corporation

APPRAISAL DATE: June 23, 2014

APPRAISAL DATE OF VALUE: June 18, 2014

REPORT CLIENT: John Walsh,!
Wildlife Conservation Board

DATE OF INSPECTION: October 15, 2013

VALUE CONCLUSIONS: Unit B - $9,900,000!
Unit C - $16,400,000!
Combined Units B and C - $26,300,000

INTENDED USE: The report states that “The purpose and use of the appraisal is to establish current 
market value for a proposed sale with the Yurok Tribe as the eventual owner.  The ap-
praisal is intended to assist the client in determination of the amount to be paid for the 
property rights to be conveyed”

INTENDED USER: The California Wildlife Conservation Board, Green Diamond Resource 
Company, the property owner, Western Rivers Conservancy and others such 
as lenders and attorneys whom these parties may provide a copy to for 
reviewing the value of the property for the purpose of completing a sale.

EXTRAORDINARY 
ASSUMPTIONS:

“The provisions of the Aquatic Habitat Conservation Plan that apply to this 
existing subject ownership of Green Diamond Resource Company will not 
transfer with the land to the new owner.” !

“The Habitat Conservation Plan for the northern spotted owl that the current 
owners has that includes the subject lands will not transfer with the land to 
the new owner.”

HYPOTHETICAL 
CONDITIONS:

None

PROPERTY LOCATION: Humboldt and Del Norte counties in northwestern California on the northeast 
side of the Klamath River just upstream of the community of Klamath Glen.
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!

PROPERTY DESCRIPTION: The property includes approximately 16,371 acres of redwood and Douglas fir 
timberland on the Humboldt/Del Norte County border east of the community 
of Klamath Glen. The property includes Starwein Ridge and several short 
tributaries of the Klamath River as well as the the lower reaches of the Blue 
Creek and Bear Creek watersheds.

IMPROVEMENTS: The land is generally unimproved, save for roads and gates.  There is one 
small, dilapidated cabin on the property that is given no value. 

TIMBER: The property includes a total of 242,357 mbf of timber, including 74,836 mbf of 
redwood and 144,884 mbf of Douglas fir.  Harvestable timber includes a total 
of 64,389 mbf, of which 15,862 mbf is redwood and 43,060 mbf is Douglas fir. 

HIGHEST AND BEST USE: Commercial timberland

VALUATION APPROACH 

SALES COMPARISON: Unit B - $9,910,400!
Unit C - $16,450,600

CONVERSION RETURN: Unit B - $8,745,239!
Unit C - $14,916,859

INCOME: Unit B - $9,238,399!
Unit C - $18,005,450

VALUE CONCLUSION: Unit B - $9,900,000!
Unit C - $16,400,000
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USPAP 2014-15 - COMPLIANCE! !
STANDARD RULE 2-1!

a) The Blue Creek Phase 2 Property Appraisal Report appears to set forth the appraisal in a manner that is not mis-
leading.  !

b) The report contains sufficient information to enable the intended users to properly understand the report !

c) The report clearly identifies the appraisal’s assumptions, extraordinary assumptions, hypothetical conditions 
and limiting conditions.!

STANDARD RULE 2-2!

The Blue Creek Phase 2 Property Appraisal Report includes content and a level of information appropriate for the 
intended use and the intended users to understand it.  The report type is prominently noted and is appropriate for 
the intended use of the report.!

a-i)! The report states that NRM “was retained by the California Wildlife Conservation Board” and indicates that 
“The client for this appraisal assignment is John Walsh, project manager, California Wildlife Conservation Board.” 
The intended users of the report are reported to be “the Wildlife Conservation Board, the property owner, West-
ern Rivers Conservancy, and others such as lenders and attorneys”.  !

a-ii)! The report states that “the  purpose and use of the appraisal is to establish current market value for a proposed sale 
with the Yurok Tribe as the eventual owner.”  !

a-iii)! The Appraisal Report provides a very brief description of the subject property characteristics, including 
the subject’s timber stands.  A Preliminary Title Report (including a legal description of the subject proper-
ty) is referenced and included in the Addenda, as well as a Timber Inventory Update.  A Topographic Map 
and an Aerial Map are included, and photos of the the property are included in the addendum.  It is as-
sumed that the intended use and users of the property are familiar with the property to the point that the 
brief description of the subject included in the report is sufficient to identify the property being appraised.!

a-iv)! The Blue Creek Phase 2 Property Appraisal Report outlines the property rights being appraised (fee 
simple) and includes a statement of exceptions to title that may have an effect on the usage of the proper-
ty.  The report states that the exceptions to title “are standard for timber lands in this market” and concludes 
that the “exceptions to title are not considered to have an affect on value”.  !

a-v)! The Report includes three definitions of Market Value and cites the sources as the The Appraisal of Real 
Estate, 13th edition, 2008, the California Code of Civil Procedures Section 1263.320 and the Uniform Stan-
dards for Federal Land Acquisitions - noting that the UASFLA definition “takes precedence over any other 
definition”.!

a-vi)! The Appraisal Report has a report date of June 23, 2014 and an effective date of value as of June 18, 2014.  
The Report states that the the property was inspected by the appraiser on October 15, 2013.  !

a-vii)! The Appraisal Report includes a section labeled “The Scope and Purpose of the Valuation” which summarizes 
the purpose of the report, items included in the Addenda and a Purchase and Sale Option Agreement and 
states that “the specific purchase price of the subject property will be determined with the use of this appraisal.”!
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a-viii)!The Appraisal Report includes adequate information to identify the subject property, and includes 
sufficient information for the intended users to understand the rationale for the opinions and conclusions 
made within the appraisal.  The Appraisal Report includes all three generally accepted approaches to val-
ue. The report utilizes the "1) Comparable Sales analysis, 2) the Cost Approach to value, in Forest land valuation 
this approach is commonly called the Conversion Return Approach, and 3) the Income Approach to value."  The 
report goes on to explain that the Conversion Return approach "is a variation of the cost approach which is 
specific to the valuation of Forest products” and that the Income Approach is “considered in this valuation, but 
given less weight than the other methods.”!

a-ix)! The Blue Creek Phase 2 Property Appraisal Report states that “historically the subject lands have been used for 
timber production with minor livestock grazing and recreational use."  Current use is reported to be as timber-
land or for timber production.!

a-x)! The appraisal defines the term “Highest and Best Use” (taken from The Appraisal of Rural Property, 2nd 
Edition) and concludes that “the highest and best use of the Blue Creek Tract is found to be commercial 
timberland.” The report briefly summarizes the support and rationale for the highest and best use opinion.!

a-xi)! The Blue Creek Phase 2 Property Appraisal Report is made under two extraordinary assumptions that are 
included in a list of ten “Limiting Conditions and Assumptions”.  The first extraordinary assumption is that 
“the provisions of the Aquatic Habitat Conservation Plan that apply to this existing subject ownership of Green 
Diamond Resource Company will not transfer with the land to the new owner.”  The second extraordinary as-
sumption is that “the Habitat Conservation Plan for the northern spotted owl that the current owners has that 
includes the subject lands will not transfer with the land to the new owner.”  The two extraordinary assumptions 
are clearly and conspicuously stated, and the AHCP is mentioned again in the report under the heading 
“Ownership Interest Appraised and Access”.  The report states that the use of these assumptions, “if found 
untrue may have an affect on the value conclusion of this report”  !

a-xii)! The appraisal report includes a signed certification that meets the requirements set forth in Standards 
Rule 2-3. !

STANDARD RULE 2-3!

 The appraisal report includes a signed certifications in accordance with Standards Rule 2-3.!

!
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DGS - CA CODE OF REGULATIONS, TITLE 2, SECTION 1880 - COMPLIANCE!
!
a) The Blue Creek Phase 2 Property Appraisal Report was prepared by Frank Mileham who is both a Certified 

General Real Estate Appraiser and also a Registered Professional Forester.  The author signed the Appraisal 
Report.!

b) The Blue Creek Phase 2 Property Appraisal Report includes aerial photographs and topographic maps that 
depict the subject property.  Market data sheets include maps of the comparable properties and aerial pho-
tographs.  Photographs of the subject property are included in the addendum.  The comparable sales are 
large timber holdings, and the maps and aerial photos provided are considered to adequately depict the 
comparable properties.!

c) The Blue Creek Phase 2 Property Appraisal Report includes an adequate description of the subject property 
land and site characteristics.  The property is generally unimproved timberland.  The property’s valuation is 
not based on subdivision/development potential.!

d) The Blue Creek Phase 2 Property Appraisal Report includes a Legal Description of the Property and a dis-
cussion of the Property Rights Appraised.  A Preliminary Title Report is included in the Addenda of the Re-
port!

e) The Blue Creek Phase 2 Property Appraisal Report includes a discussion of Implied Dedication Rights indi-
cating that the property is located behind a locked gate and that there is a sign stating that the “right to pass 
is by permission and subject to control by the owner.” The report discusses prescriptive rights or other un-
recorded rights that may affect value and concludes that “Due to maintenance of signage and control of access 
there is no known basis for any unrecorded prescriptive rights or other public right of use for this property.”!

f) The Blue Creek Phase 2 Property includes significant amounts of timber value.  The Appraisal Report does 
not include a separate valuation of the subject’s timber prepared by a Registered Professional Forester.  
However, the appraisal report adequately includes a timber valuation as part of the report, and the report’s 
author is both a Certified General Real Estate Appraiser and a Registered Professional Forester.  The timber 
valuation within the Blue Creek Phase 2 Property Appraisal Report has been reviewed separately by Gene 
Forsburg, RPF of Buena Vista Services, LLC (review report attached).!

!
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UNIFORM APPRAISAL STANDARDS !
FOR FEDERAL LAND ACQUISITIONS - COMPLIANCE!
Title Page: The title page is adequate considering the lack of a known federal 

agency intended user, and the lack of specific Appraisal 
Instructions.

Letter of Transmittal: Adequate

Table of Contnets: Adequate 

Appraiser’s Certification: Adequate

Summary of Salient Facts and Conclusions: Adequate

Photos of Subject: Adequate

Assumptions and Limiting Conditions: Adequate 

Scope of Appraisal: Adequate

Purpose of Appraisal: Adequate

Summary of Appraisal Problem: Adequate

Legal Description: A legal description is included in the Addendum of the report.

Area Data: Minimal, but adequate

Site Data: Adequate

Improvement Data: Not Applicable

Fixtures: Not Applicable

History: Adequate

Assessed Value and Tax Load: Adequate - Assessed Value is addressed and the tax load is reported 
in the Valuation Section, however, both should be included in the 
Property Appraised Section.

Zoning and Land Regulations: Adequate - The zoning is addressed in the Highest and Best Section, 
but is not reported or described in the Property Appraised Section. 

Highest and Best Use: Highest and Best Use is briefly summarized, and is considered 
adequate, and the conclusion in reasonable.!
The Larger Parcel is addressed, and adequately supported.

Land Valuation: Land valuation is included in both the Sales Comparison Approach 
and the Cost (Conversion Return) Approach.  However, the land 
values vary significantly, and the land value estimated in the Cost 
Approach is not clearly explained.  There are no photos of 
Comparable Sales, other than aerial photos.
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Conclusions:  !

The Blue Creek Phase 2 Property Appraisal Report appears to provide a reliable estimate of the subject value, al-
though some of the descriptions and analyses are fairly brief.   The report is considered to meet the minimum re-
quirements of the Uniform Appraisal Standards for Federal Land Acquisitions. 

Cost Approach: The Cost Approach (Conversion Return Analysis) estimates the 
costs of a timber harvest scenario and adds to it the value of the 
land.  Calculations of the land value are not clear. The final estimate 
appears reasonable, but the land value could be more clearly 
explained/supported.

Sales Comparison Approach: The Sales Comparison Approach is considered to be adequate.  
There are no photos of the Comparable Sales, other than aerial 
photos.  The final estimate appears reasonable.

Income Capitalization Approach: The Income Approach is very briefly summarized, and reportedly 
somewhat unreliable. It is questionable as to whether it is needed or 
applicable in estimating value for this property type.

Final Value Estimate: The final value conclusion relies heavily on the Sales Comparison 
Approach, and is considered to be fairly well supported.

Location Map: Adequate

Comparable Data Map: Adequate

Comparable Data Sheets: Comparable Data Sheets are included. Comparable No. 7 
apparently was not confirmed with a party involved or familiar 
with the transaction.  Terms of the transactions are not reported.  
The total sales price is not included on the Data Sheets.  Photos of 
the Comparables are not included, other than aerial photos.

Title Report: Adequate

Other Exhibits: Other Exhibits include a Timber Inventory and the Purchase and 
Sale Option Agreement

Qualifications: Adequate
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WCB APPRAISAL SPECIFICATIONS - APPENDIX A!
This Appraisal Review is intended to comply with The Wildlife Conservation Board Appraisal Review and Disclo-
sure Policy “Appendix A - Appraisal Review Contents”.  The following summarizes the Narrative Appraisal Report 
under review.!

REVIEW APPRAISER QUALIFICATIONS!
A copy of my qualifications are attached.  Over the past twenty years I have performed numerous appraisals of large 
tracts of timberland throughout the Northern California area, specifically in the Redwood Empire from the San Fran-
cisco Bay Area north to the Oregon border.  Thus, I am familiar with the specific type of property which is the subject 
of the report under review, as well as the regional real estate market, the appraisal process required and the required 
regulations and guidelines to perform such a real estate appraisal.  I am not a Registered Professional Forester, and 
thus, I am not qualified to estimate the value of the subject’s timber.  Therefor I have contracted with Gene Forsburg 
of Buena Vista Services, LLC to review the timber valuation analysis included within the The Blue Creek Phase 2B 
and 2C Appraisal Report.!

SCOPE OF WORK!
The Scope of Work for this Appraisal Review Assignment included an inspection of the subject property, careful re-
view of the Narrative Appraisal Report under review, discussion with appraiser Frank Mileham, and preparation of 
this Appraisal Review report to determine whether the appraisal is adequately supported by the information provid-
ed in the appraisal.  The Appraisal Report under review is intended to meet the requirements of the 2014-15 version 
of  the Uniform Standards of Professional Appraisal Practice (USPAP) as well as the CA Department of General Ser-
vices Appraisal Specifications and the Uniform Appraisal Standards for Federal Land Acquisitions.  This Appraisal 
Review does not include the review appraiser’s development of an opinion of value for the subject property, nor does 
it attempt to confirm or verify information contained in the Narrative Appraisal Report.  No attempt has been made 
to determine if additional market data may have been available which would either support or refute the appraisers’ 
value conclusions.  Gene Forsburg of Buena Vista Services, LLC has been contracted to review the timber valuation 
component of the Blue Creek Property Appraisal Report. !

IDENTIFICATION OF APPRAISAL PROBLEM
Appraisal Under Review: Blue Creek Phase 2B and 2C - The Valuation of Certain Lands, Stocking and 

Timber Located in Humboldt and Del Norte Counties, California

Appraiser: Frank J Mileham, Certified General Appraiser #AG011884, Registered 
Professional Forester #1985

The Subject Property: Blue Creek Property Humboldt and Del Norte Counties: 16,371 acres of 
Redwood and Douglas-fir type timberland (Unit 2B - 6,479 acres and  Unit 2C - 
9,892 acres) located near the community of Klamath in Northern California

Subject Property Ownership: Green Diamond Resources Company

Interest Appraised: Fee Simple subject to recorded easements and rights of way, oil gas and other 
mineral rights exceptions, and an Aquatic Habitat Conservation Plan (ACHP).  
The ACHP is assumed to not transfer with the property. 

Date of Report Under Review: June 23, 2014

Effective Date of Value: June 18, 2014
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Extraordinary Assumptions: 1. The provisions of the Aquatic Habitat Conservation Plan that apply to this existing 
subject ownership of Green Diamond Resource Company will not transfer with the 
land to the new owner.  !

2. The Habitat Conservation Plan for the northern spotted owl that the current owners 
has that includes the subject lands will not transfer with the land to the new owner

Hypothetical Conditions: None!

In estimating the Market Value for the subject property, the Extraordinary As-
sumptions are reasonable and acceptable. !
The appraisal report states that the use of these extraordinary assumptions “if 
found untrue” may have an affect on the assignment results (a USPAP require-
ment). 

Regional/Neighborhood/
Market Analysis:

The Appraisal Report provides a brief summary of the Humboldt/Del Norte and 
western Trinity County neighborhood, indicating that the area is relatively 
sparsely populated and includes rural timberlands, and reporting that the area is 
appropriate for the source of market data used in the appraisal report

The Subject Property: The Appraisal adequately describes the subject property as a 16,371-acre proper-
ty currently used as timberland for production of timber resources.  The property 
is described as two tracts: Unit B includes 6,479 acres and Unit C includes 9,892 
acres.  (There is no mention or explanation of Unit A).  The report states that the 
property is currently timberland with moderate to steep slopes with a good net-
work of rocked roads for all weather travel.  The property is zoned TPZ and is 
essentially unimproved.  !

The Report includes a brief summary of the ownership history of the property 
including a Purchase and Sale Option Agreement including six amendment let-
ters (included in the Addendum of the Report).  The Report states that the most 
recent amendment to the Option Agreement (dated November 5, 2013) sets the 
total purchase price at $38,925,000.!

The report concludes that “Because of the complexity of this negotiated agreement, and 
the fact that the subject properties comprise only portions of the agreement and are not 
specifically identified in the agreement, this agreement is not given consideration as an 
indication of value in this report.”

The timber inventory on the subject property is summarized as a total of 242,357 
MBF (thousand board feet) based on a 2008 timber inventory as grown and 
depleted to 2014.  “Operable Timber” on the property is reported as a total of 
64,389 MBF.  Logging costs for the subject property are summarized, with a 
conclusion of $354.66 per MBF for the Unit 2B tract and $324.20 per MBF for the 
Unit 2C tract.

Highest and Best Use: The Appraisal Report defines Highest and Best Use, and provides a very brief 
discussion of the four elements of Highest and Best Use.  The Highest and Best 
Use of the property is concluded to be “commercial timberland”  
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ValuationAppraisal 
Methodology:

The Appraisal Report utilizes all three approaches to value - the Report states 
that “in forest land valuation this approach (the Cost Approach) is commonly called 
the Conversion Return Approach”.  !

The Report summarizes the three approaches and indicates that the Income Ap-
proach, utilizing a discounted cash flow (DCF) is “a somewhat unreliable valuation 
method for timbered properties” and “is considered in this valuation but given less 
weight than the other methods.”!
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The Sales Comparison 
Approach:

The “Comparable Sales Analysis” (as labeled in the Appraisal Report) in-
cludes seven Comparables.  The seven sales are used in direct compari-
son with the two subject property tracts separately - Unit 2B and Unit 
2C.  !

The Appraisal Report separates the land value from the merchantable 
timber value and compares the two elements to the comparables.!

The Appraisal summarizes the comparables’ attributes in two tables, 
along with the two subject Units, and provides an “estimated costs/MBF” 
for each property, which is then adjusted for time.  It is reported that “the 
costs shown as applying to the comparables are NRM estimates of cost” and 
that the production cost time adjustments are made based on “an as-
sumed annual inflation rate of 2.5% per year”.  !

Land and timber stocking values are then summarized for different site 
classes on a per acre basis.  These values are developed by NRM  using 
the comparables and “data in NRM’s files”  The basis for  Timber Species 
adjustments and timber valuation adjustments are summarized, based 
on the State Board of Equalization’s timber tax values over the past four 
years.  Adjustments are also made for differences in logging costs be-
tween the subject tracts and the comparables.  !

The Appraisal Report then includes two tables summarizing the Compa-
rables and the adjustments made  - one table for each of the Subject 
Units. !

The indicated values for the two subject Units are then displayed, and a 
conclusion of value of $1,600 per acre for the subject Unit 2B and $1,750 
per acre for the subject Unit 2C are made.  Reforestation Costs are then 
estimated and deducted with final value conclusions of $9,910,000 for 
Unit 2B and $16,450,000 for Unit 2C.!

It is noted that the Comparable Sales Analysis basically addresses differ-
ences in timber value and land value between the subject tracts and the 
comparable properties, with the timber value analyzed based on mer-
chantable timber at the time of the sale.  There is only a brief discussion 
of the traditional elements of comparison (Real Property Rights Con-
veyed, Financing Terms, Conditions of Sale, Expenditures, etc) between 
the subject and the comparables - and it is assumed that these differences 
are negligible.  Additionally, there is only a brief description of the pa-
rameters of sales used for this analysis, specifically their regional loca-
tion. 
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The Cost Approach !
(Conversion Return Analysis):

The Appraisal Report includes a “Conversion Return Analysis” in which “all costs 
of production and yield taxes are subtracted from the current delivered log value to arrive 
at a net value per MBF” of timber.  The timber value is then added to the value of 
the land and reforestation costs are subtracted to indicate a value “using the 
summation approach to value”.!

Timber value is based on a three-entry harvest schedule over an eleven year pe-
riod, with the first entry in 2015 and subsequent entries every five years.  Log 
prices are based on the current market, with minor increases over the next eleven 
years and consideration for growth.  Costs are taken from the summaries dis-
cussed in the Report’s “Subject Timber” section and increased at a rate of 2.5% per 
year.  The harvest income is discounted back to present value using a “discount 
rate of 6.5% per year…selected from review of market trends and interviews with buyers 
of timberland in this area.”!

The Appraisal Report summarizes the timber valuation analysis in four tables: 
the first table summarizes the “Delivered Log Prices” for the three entry dates; the 
next two tables summarize the Conversion Return Harvest Valuation for each of 
the subject’s Units 2B and 2C, indicating Inventory, Grown Harvest Volume, Log 
Price and Log Cost over the eleven year harvest period; the final table indicates 
the “Blue Creek Tracts Value Based Upon Conversion Return” - indicating the two 
Unit’s land value, timber value, reforestation costs and total value.  Land values 
are “assigned a separate nominal stocked value” taken from “consideration of the land 
values as calculated in tables 4 and 5” from the Comparable Sales Approach, “grown 
for 11 years to the conversion date of 2025” and then “discounted back to the valuation 
date at 6.5% per year”.  The land value calculations are somewhat confusing, but 
considered reasonable.!

The final value conclusions from the Conversion Return are indicated to be 
$8,745,239 for Unit 2B and $14,916,859 for Unit 2C.

The “Cost Approach” (Conversion Return Analysis) utilized within the Report is 
an approach to estimating the value of timberland commonly utilized by 
Registered Professional Foresters.  Gene Forsburg, RPF was separately 
contracted to review the value of the subject’s timber (see Appraisal Review 
Report attached), and concludes that the analysis is considered logical and 
credible.

The Income Approach: The Income Approach utilizes a very brief discussion of a discounted cash flow 
(DCF) to indicate the values for the subject property’s two Units.  !

The DCF assumes an annual harvest for a 100-year period with increases in 
timber value in five-year blocks for the first ten years and then steady income for 
the next 90 years.  There is no land reversion considered at the end of the 100-
year period.  The discount rate used in the DCF is taken from the Conversion 
Return Analysis.!

The value indications from the Income Approach are indicated to be $9,238,399 
for Unit 2B and $18,005,450 for Unit 2C.
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!

Reconciliation of Value Greatest reliance is placed on the “Comparable Sales comparison method of valua-
tion” (the Sales Comparison Approach). The value conclusions are reflective of 
the reliance on  Sales Comparison Approach and are in the amount of $9,900,000 
for Unit 2B and $16,400,000 for Unit 2C.!

The Report concludes that “the combined value of the two units if sold together is the 
same as the value of the sale of the two units if sold separately.”

Addendum The Addendum of the Blue Creek Property Appraisal Report includes:!

A Company Profile and Resume of the Appraiser - summarizing the Natural 
Resource Management Corporation’s services and the qualification of Appraiser 
Frank Mileham,!

Preliminary Title Report for the subject property and County Assessor’s Parcel 
Maps,!

A Timber Inventory Update provided by Western Timber Services, Inc. dated 
January 15, 2014,!

Comparable Sales - market data sheets, maps and aerial photos for the seven 
sales used in the report, !

The Purchase and Sale Option Agreement between Green Diamond Resource 
Company and Western Rivers Conservancy, dated November 14, 2011, and six 
“Letters of Amendment” the most recent of which is dated November 5, 2013.
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APPRAISER’S ANALYSIS!
The Blue Creek Property Appraisal Report includes sufficient information to conclude that appraiser properly identi-
fied and inspected the subject property, researched sufficient relevant data, and analyzed and applied the data to ar-
rive at credible and reasonable opinions and conclusions. !

APPRAISAL METHODS!
The subject property includes a large timber component.  The Blue Creek Phase 2 Property Appraisal Report includes 
the three generally accepted approaches to value, although the Sales Comparison Approach and the Cost Approach 
are somewhat repetitive version of the same data.  The Appraisal Report incorporates a timber valuation analysis into 
the appraisal report, which is considered reasonable for the property type.!

ADEQUACY AND QUALITY OF THE APPRAISAL!
The Blue Creek Phase 2 Property Appraisal Report is considered to adequately support the value conclusions made 
within the report.  The quality of the appraisal is somewhat lacking in some of the descriptions and analyses (specifi-
cally the calculations made within the Cost “Conversion Return” Analysis and the explanation of the process of the 
Discounted Cash Flow used in the Income Approach).  However, the intended users of the report are considered to be 
familiar with appraisal terminology and procedures, and considering that the Sales Comparison (“Comparable Sales 
Analysis”) Approach is given the greatest weight throughout the report, the limited descriptive analysis is considered 
adequate.!

SPECIALTY INTERESTS!
The subject Blue Creek Phase 2 Property includes a large component of timber value.  Mr. Gene Forsburg, RPF was 
contracted to review the timber component of the subject property (see attached).  Mr. Forsburg generally agrees that 
the overall timber value in the Blue Creek Phase 2 Property Appraisal Report is within the range of reasonableness.!

DATA QUALITY!
The Blue Creek Phase 2 Property Appraisal Report includes an adequate amount and quality of market data (Compa-
rable Sales) to support the value conclusions.!

BASIS OF VALUE!
The majority of the Blue Creek Phase 2 Property Property’s value is in the timber included on the property.    The Ap-
praisal adequately addresses the timber value on the property in both the Sales Comparison Approach and the Cost 

COMPLIANCE WITH STANDARDS
USPAP: It is my opinion that the Blue Creek Phase 2 Property Appraisal Report meets the 

minimum requirement of the 2014-15 version of USPAP (see USPAP Compliance - 
pages 9-10)

DGS Appraisal Specifications: It is my opinion that the Blue Creek Phase 2 Property Appraisal Report adequately 
contains the minimum requirements of the DGS Appraisal Specifications under Ca 
Code of Regulations, Title 2, Section 1880 (see DGS Compliance page 11)

Uniform Standards for 
Federal land Acquisitions:

It is my opinion that the Blue Creek Phase 2 Property Appraisal Report meets the 
minimum requirement of the Uniform Appraisal Standards for Federal Land 
Acquisitions (see pages 12-14)
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(Conversion Return) Approach. The Report states that the Sales Comparison Approach “is the preferred method of valu-
ation” and the value conclusions adequately reflect the reliance on the Sales Comparison Approach.!

APPRAISAL CREDIBILITY!
In my opinion the Blue Creek Phase 2 Property Appraisal Report provides sufficient data and analysis to appropriate-
ly and reasonably estimate the value for the subject property.  After review of the Appraisal Report along with the 
Timber Valuation Review provided by Gene Forsburg, RPF, the analysis, opinions and conclusions within the Blue 
Creek Phase 2 Property Appraisal Report are considered credible.!

AREAS OF DISAGREEMENT!
There are no significant areas of disagreement found in the appraisal.  As mentioned in the DGS - Ca Code of Regula-
tions, Title 2, Section 1880 Compliance Section of this review (see page 11) the Appraisal Report does not include a 
separate valuation of the subject’s timber prepared by a Registered Professional Forester.  However, the appraisal re-
port adequately includes a timber valuation as part of the report, and the report’s author is both a Certified General 
Real Estate Appraiser and a Registered Professional Forester.!

CONTACT WITH APPRAISER!
The appraiser was contacted for this review assignment with several questions and suggestions.  Additional informa-
tion was provided and clarifications were made through this contact.!

CHANGED CIRCUMSTANCES!
To my knowledge there are no changed circumstances on the subject property since the date of value.!

!
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ADDENDUM!
!

EXHIBIT A!
!

TIMBER VALUATION REVIEW REPORT!
provided by Gene Forsburg, RPF Buena Vista Services, LLC!

!
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!

EXHIBIT B!
!

QUALIFICATIONS OF THE APPRAISER!

!

! !                                                                                                                                                                       

A P P R A I S A L  A S S O C I AT E S  - !                                                                                                                                    



QUALIFICATIONS OF !

Chris Bell, MAI!
540 Swain Avenue,!

Sebastopol, California, 95472!
Phone: (707) 569-8891    !!

Educational Background!

University of Portland, B.S. Communication-Business Management, May, 1990!
State of California Certified General Real Estate Appraiser #AG 023519!

Licensed to appraise all types of real estate in the State of California!
Designated Member of the Appraisal Institute (MAI designation), January, 2001!
! I have completed the requirements of the continuing education program of the Ap-

praisal Institute!
!
Appraisal Institute Courses Completed:!

Advanced Applications! October, 1997 !
Report Writing & Valuation Analysis! August, 1996 !
Advanced Sales Comparison & Cost Approaches! August, 1995 !
Highest & Best Use and Market Analysis! April, 1995 !
Standards of Professional Practice A & B! April, 1994 !
Advanced Income Capitalization! July, 1993 !
Basic Income Capitalization! April, 1993 !
Basic Valuation Procedures!  September, 1992!
Appraisal Principles! February, 1992!

Experience!

Actively engaged in real property appraisal and analysis throughout Northern California since 
December 1991.  Properties appraised include agricultural, commercial, industrial, ranch, rural 
residential, conservation easements and special-use properties throughout the Redwood Em-
pire, Shasta-Trinity and North Coast areas of California. !
!
April 2000 – Present:  Owner/Sole Proprietor, Appraisal Associates!
November 1998 – March 2000:  Manager, Real Property Solutions/Appraisal Solutions !
December 1991 – October 1998:  Vice President, Harding Appraisal Co., Inc.
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