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!e Global Forest & Trade Network (GFTN) is the 
World Wildlife Fund’s (WWF) initiative to eliminate 
illegal logging and improve the management of valuable 
and threatened forests.  By facilitating trade links between 
companies committed to achieving and supporting 
responsible forestry, GFTN creates market conditions that 
help conserve the world’s forests while providing economic 
and social benefits for the businesses and people that depend 
on them.[1]

In 1998, the World Bank/WWF Alliance for Forest 
Conservation and Sustainable Use was established.  One of 
the Alliance’s goals is to ensure that working forests are well-
managed and certified.  !is goal is challenged, however, 
by the fact that deforestation occurs every day throughout 
Latin America.  Since much of the deforestation is driven 
by short-term economic necessity, viable alternatives to 
forest conversion must generate employment and earnings 
that compete with returns available from agriculture and/or 
cattle ranching.  !e Alliance recognizes that creative 
solutions are needed to reverse this trend.

[1]  www.worldwildlife.org

As a result, the Alliance supports the development of 
High Conservation Value Forests (HCVF), a concept 
first introduced by the Forest Stewardship Council 
(FSC) in 1999.  At the time, the FSC included HCVFs 
in one of its requirements for timber companies seeking 
forest certification.  Today, it is embodied in Principle 9, 
which states in part that “management activities in high 
conservation value forests shall maintain or enhance the 
attributes which define such forests.”  HCVFs are defined 
as “forests of outstanding and critical importance due to 
their high environmental, socioeconomic, biodiversity or 
landscape values.”  [2] 

[2]  High Conservation Value Forests: !e Concept in 
theory and practice, Jennifer Rietbergen-McCracken, Gerald 
Steindlegger and Chng Soh koon, copyright WWF International 
2007.
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It is quite possible that historically considered “non-
valuable” factors or “obstacles” could indeed prove to hold 
value.  !at value may be tangible, and thus measurable.  
For example, there may be cash flow from sustainably 
harvesting select plants for which there is demand on the 
international market due to their medicinal qualities.  !e 
value may also be intangible, but nevertheless recognized 
as having a positive influence on the asset’s attractiveness 
to an investor.  An example of this might be the strong 
relationship that exists between a timber company’s 
management and local indigenous communities.  Such a 
relationship has many benefits, one of which may include 
boundary protection of the timber company’s forest asset, 
which translates to the mitigation of illegally harvesting 
risks.  As one of the biggest challenges facing timber 
companies in Latin America, the value of ‘asset protection’ 
is a very real one.  
 
Up until now, forest values in Latin America have been 
solely predicated upon the cash flow streaming from 
timber harvesting.  !at approach is sound in terms of 
understanding the investment risks and rewards that are 
directly tied to the asset as a “timber” asset.  However, such 
an approach necessarily overlooks additional sources of cash 
flow and other assets that bolster the investment’s appeal to 
potential investors.

When analyzing timberland assets for my clients in the 
U.S., I not only account for the value of the timber, but for 
other uses and their associated values as well.  !e TAVP 
approach takes my U.S.-based valuation approach one step 
further, and calls for identifying and accounting for all uses 
of the forest asset that have ‘value’ – whether tangible or 
intangible – that influence its overall investment character.  
By adopting this comprehensive approach, and moving 
away from the traditional ‘single’ asset mindset, I believe 
that Latin American forest investment opportunities can be 
designed and substantiated in a fresh, sophisticated manner 
that will be especially attractive to Socially Responsible 
Investors (SRIs), a truly viable and well-financed source of 
potential investment dollars.  A successful experience in this 
investment-generating approach can be applied to countless 
other tropical and plantation forestlands in impoverished 
IDA countries where obtaining access to capital is
equally di"cult.

WWF has been actiely supporting the development of 
the HCVF concept and has broadened its use beyond 
forest certification to make it applicable in other contexts, 
such as landscape planning and responsible purchasing 
and investing.  According to the WWF brochure High 
Conservation Value Forests: !e Concept in theory and 
practice, the HCVF concept is premised on the philosophy 
that in seeking solutions for forest use we should not only 
look at the economic value of forests but also the critical 
social and ecosystem values and services which forests 
provide to people and nature.  !e concept was developed 
to provide a framework for identifying forest areas with 
special attributes that make them particularly valuable 
for biodiversity and/or local people.  !e goal of applying 
the framework is to design and implement appropriate 
management options for these areas in order to preserve or 
enhance their key ecological and socio-economic values.

!e HCVF concept, although elegant and pragmatic, is 
nonetheless overlaid on a disturbing reality: continuing 
deforestation is responsible for the loss of over 5 million 
acres of the world’s forests each year, in the tropics it is 
responsible for the loss of 100 species a day, it impacts the 
1.6 billion people worldwide who depend on forests for their 
basic food, water, fuel and medicinal needs, and it results in 
25% of the global greenhouse gas emissions that contribute 
to global warming.  Yet, most forest-rich countries are also 
among the poorest in the world, and their governments 
struggle with competing priorities of alleviating poverty, 
resource conservation, and economic vitality.  Forest 
conservation is critical, but so too is logging as it brings in 
much-needed jobs and income to millions of poor people 
throughout the world.  Conservation and production 
must work hand-in-hand in order for any solution to be 
meaningful and successful over the long-term.  !ere is 
evidence that this is happening, but more e#orts are needed.  
Timber companies, for example, are becoming increasingly 
aware of the need for and economic benefits of responsible 
and sustainable management, and are looking for guidance 
on how to do it.

Responsible Forest Management & Trade (RFMT) has 
been touted as a promising alternative.  However, it is often 
di"cult for individuals, communities and companies to 
obtain financial resources since banks and other financial 
investors consider the forestry sector a high risk investment 
class.  !e lack of access to much needed private capital 
is one obstacle to achieving the Alliance’s target of well-
managed certified forests.  !at said, private venture capital 
firms, Timberland Investment Management Organizations 
(TIMOs), and High Net-Worth Individuals (HNWI) have 
been identified as viable and encouraging sources of capital.  
To successfully attract private equity from this diverse group 
of potential investors, nonetheless, requires that they be 
approached in an appropriate manner.  Reliable and useful 
information must be compiled, analyzed and
professionally presented. 

To answer such a call, I propose the Total Asset Value 
Protocol (TAVP).  TAVP is a methodology for capturing 
the “triple bottom line” value of responsibly and sustainably 
managed forests.  !e triple bottom line analysis calls 
for consideration, recognition and inclusion of the value 
associated with people, planet and profit, in determining the 
total asset value of a particular investment opportunity.  In 
so doing, it reaches beyond the forest’s timber cash flow, and 
calls for the consideration of Non-Timber Forest Products 
(NTFPs) and/or uses that may have value that could be seen 
as added value to the primary timber-asset cash flow.
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Chapter 1

The Birth of Designing a Total Asset Value Protocol (TAVP) For 
Responsibly Managed Forests In Latin America

!is report was born out of a chance meeting between Mr. 
Steve Gretzinger, WWF’s GFTN Coordinator - Latin 
America, and myself, Ms. Shawn M. Smith, Founder 
& Manager of Earth Asset Partnership, LP, at the 
Timberland Investment Summit held in New York City
in April 2006.

!e three day conference was well attended by timber 
company representatives, TIMOs, wealth management 
and institutional investment advisors, conservation 
organizations, academicians, and investors.  Presentations 
and sidebar conversations touched on topics such as 
timber ‘value’, ‘risk’, ‘market opportunities’, and ‘return’.  
Interestingly, the topic of timberland as a Socially 
Responsible Investment (SRI) asset class, as well as 
conservation of timberland – at least in the U.S. - seemed
to spark quite a bit of interest and excitement.

During our brief conversations in NYC, I learned from 
Steve that the GFTN is WWF’s initiative to eliminate 
illegal logging and improve the management of valuable 
and threatened forests.  GFTN does this, he explained, by 
facilitating trade links between companies committed to 
achieving and supporting responsible forestry.  By so doing, 
GFTN creates market conditions that help conserve the 
world’s forests while providing economic and social benefits 
for the people and businesses that depend on them.  Of over 
a dozen services provided by GFTN to its members, helping 
forest owners and managers receive access to a#ordable, long 
term financing is one.

In turn, I explained to Steve that Earth Asset Partnership, 
LP is a U.S.-based privately-owned consulting firm 
committed to providing its clients with personalized and 
confidential real estate advisory services.  As the founder 
and manager of Earth Asset, I o#er clients a unique blend 
of law, land planning and appraising skills.  Collectively, 
this skill set is used to help clients make informed real 
estate asset decisions.  Steve asked why I was at a timberland 
investment summit, and I explained to him that one of my 
clients owns a substantial timber tract and was interested in 
selling it to acquire a larger timber asset.  I heard about the 
Summit, and thought it would be a great opportunity to 
bring myself up to speed on current timber industry topics, 
as well as to network.

I shared with Steve that one of the services I provided to this 
particular client, as well as others, was valuing their timber 
asset in a way that not only looked at its value from a pure 
timber cash flow perspective, but also for other non-timber 
uses or assets that contributed additional value.  Steve asked 
if I’d ever applied what he coined my “U.S.-based asset 
valuation approach” to non-U.S. located assets.  “No,” I 
said, “but I don’t see why you couldn’t.”  And thus was the 
birth of this project, which became known as the Protocol 
to Establish Total Asset Value of Responsibly Managed 
Forests in Latin America.
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In North America, more and more timberland investors 
are recognizing that their assets quite often o#er not only 
timberland return value, but non-timberland use value as 
well.  In the U.S. markets, an asset’s non-timberland use 
value (i.e. recreation and/or real estate development) can 
often surpass its timberland value.  When this happens, 
the non-timberland value is described as added value to the 
underlying investment.  If acquisition and ownership of the 
property is informed and guided by a comprehensive master 
plan vision and is managed sustainably, the added value uses 
should help to o#set perceived risks associated with pure 
timberland investments, and depending on the ownership’s 
goals, could be capitalized upon to generate
supplemental returns. 

!ese returns can take the form of income.  In the U.S., 
they can also be realized in the form of a cash payment, 
partial cash payment/partial charitable gift deduction, or 
full charitable gift deduction where substantiated added 
value came from development rights retired through 
application of a conservation easement (CE).  While not 
commonly recognized on the international level, the 
concept of CE’s and their associated protection benefits and 
financial rewards, should, in my opinion, be explored as a 
possible globally-adopted tool since it is an attractive asset, 
estate and tax planning tool used by many U.S.-HNWI.  
Not only do CE’s facilitate grand-scale conservation 
successfully in the U.S., but they can reap significant 
financial rewards and/or tax benefits to the property owners 
selling or donating them. 

In order to successfully capture investor interest in 
responsible forestry operations in Latin America, due 
diligence must be conducted.  Specifically, one must be 
able to answer pointed questions related to cost-benefit 
and/or risk-reward.  To our knowledge, very few responsibly 
managed forest and wood products enterprises in the subject 
eco-regions have been analyzed or presented to investors 
from this perspective, meaning one where both timber value 
plus non-timber product(s) added value was studied
and documented.

!is report, therefore, is intended to document a protocol 
for capturing the TAV of responsibly managed forests in 
Latin America.  !e project outcomes associated therewith 
include:

Greater acceptance of market-based approaches for 
financing responsible forest management initiatives in 
IDA countries around the world, and reduced need to 
depend upon variable donor-driven subsidies. 

Access to U.S. private capital via creative solutions to 
foster long-term profitability and sustainability of the 
forest products industry in the subject eco-regions 
(specifically Bolivia and Peru, but also Nicaragua, 
Honduras, Brazil, Colombia, Ecuador and Guyana). 

Establishment of a widely applicable Total Asset Value 
Protocol aimed at drawing private capital investment 
to responsibly managed forests around the world.

•

•

•

“WWF’s ultimate goal is to build a future where people 
live in harmony with nature”.  !is is challenged by the 
deforestation occurring every day throughout Latin 
America. As mentioned above, GFTN and the World Bank 
recognize that since much of the deforestation is driven by 
short-term economic necessity, viable alternatives to forest 
conversion must generate employment and earnings that 
compete with returns available from agriculture and/or 
cattle ranching. 

Yet, lack of access to finance is one of the obstacles to 
achieving the WWF and World Bank Alliance target of 
well-managed certified forests.  Success in attracting private 
equity from potential investors requires that reliable and 
useful information be compiled, analyzed and professionally 
presented.  As such, the two-fold goal of this project is to 
- one - establish a protocol for determining the Total Asset 
Value of responsibly managed forests so that - two - private 
capital investment can be secured for underfinanced 
Latin American forest products companies to ensure the 
industries’ long-term sustainability and profitability.  As 
such, the project was designed to have practical application, 
rather than be purely academic.

Application of the Total Asset Value Protocol (TAVP) is 
expected to ensure that both timber and non-timber uses of 
tropical and plantation-block forests are carefully considered 
so that added value uses and/or assets are accounted for 
when marketing these socially responsible global investment 
opportunities to potential investors.  With capital infusion, 
investment in independently certified forests that is long 
overdue and sorely needed can be accomplished.  !ese 
investment dollars could be utilized for: 

Sustainable forest management planning to ensure 
stable supply of raw materials;
Low-impact harvesting operations that reduce both 
operating costs and damage to residual resources;
Upgrading of machinery, equipment and processing 
facilities; 
Strengthening relationships with area native 
communities, thereby achieving both greater political 
and social stability, as well as enhancing economic 
opportunities; 
Development of industries based on non-timber 
resources (i.e. extractions from medicinal plants, 
tropical fruits and palms, educational tourism, eco-
tourism); and 
Providing tax-e"cient investment opportunities to 
U.S. investors.

•

•

•

•

•

•
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2.1 Ethical Markets As The Foundation For Total Asset 
Valuation (TAV)

One of my favorite quotes is from the late female 
conservationist, Helen Nearing, who wrote “Living the 
good life for us was practicing harmony with the earth and 
all that lives in it.”  I could not agree more, and I am not 
alone.  Since its inception in the early 1970s, the pioneering 
venture known as ethical markets has been steadily gaining 
attention and support.  L. Hunter Lovins, President, 
Natural Capitalism Solutions & Chair, Sustainability Strand 
– Presidio School of Management, believes that “the e!ort to 
devise a way of living on earth that simultaneously enhances 
human well-being and ecological integrity” will soon be seen 
as the largest and most important movement in
human history. [1]

[1]  Henderson, H. 2006.  Ethical Markets: Growing the Green 
Economy. 

In the foreword to Hazel Henderson’s recently published 
book, Ethical Markets, Lovins makes several observations 
that underscore the importance of using a Total Asset Value 
Protocol approach in assessing the value of our earthly 
assets – meaning both those that fall into the traditional 
‘economically’ profitable category, as well as the social, 
environmental and educational assets that have historically 
been cast aside, unaccounted for or deemed too intangible 
to evaluate.  He notes that in the 1930s the physicist Robert 
Miliken opined, “[t]here is no risk that humanity could do real 
harm to anything so gigantic as the Earth.” [2]  Yet, in 2005, 
the Millennium Ecosystem Assessment, a report by 1,360 
scientists from 95 countries around the world, stated that 
“human activity has polluted or over-exploited two-thirds of 
the ecological systems on which life depends.” [3]  Today, it is 
clear that humans have the capacity to destroy
whole environments.  

“What has brought us to this state of a!airs? And what do we 
do about it?” Lovins asked.  His response, “[t]he primary 
instrument of destruction is business as it seeks to meet our 
increasingly rapacious appetite for goods and services.  A 
growing population becoming ever more a"uent, at least in 
the West and in enclaves in every country, fuels the actions of 
companies.  But business is also the most likely instrument 
of our delivery.”  [4]

[2]  Ibid.
[3]  Ibid.
[4]  Ibid.

Chapter 2

The Case For Total Asset Valuation
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According to Hazel Henderson, changes toward a green 
economy can be grouped into three main areas:

1. !e LOHAS sector (lifestyle of health and 
sustainability): renewable energy and resource industries 
(solar, wind, biomass, oceans, hydrogen, fuel cells, etc.) 
those in recycling, remanufacturing, reuse, barter, and 
secondhand auctions (e.g. eBay), those in preventive, 
alternative healthcare, wellness, fitness, etc., and those 
companies in clean food and organic agriculture.
(www.lohas.com)

2. Socially Responsible Investing (SRI): the fastest 
growing segment of US capital markets representing about 
one in every $11 invested in publicly listed companies, 
or some $2.3 trillion, according to the Social Investment 
Forum. (www.socialinvest.org)

3. Corporate Social Responsibility (CSR): management 
is increasingly focusing on their social responsibility.  
No corporate activity, which may a#ect society or other 
stakeholders (employees, suppliers, customers, host 
countries, and the environment) remains unnoticed, as 
companies acknowledge that globalization of information 
technology has morphed into a new age of truth. In a 2005 
poll of CEOs by the World Economic Forum and KPMG, 
70% said that “good corporate citizenship” was vital
to profitability.  [10]

[10]  Ibid.

2.3 Trends In Economics

In her book, Henderson argues that traditional economics, 
which is directly tied to Gross National Product (GNP), is 
now widely seen as the “ faulty source code deep in societies’ 
hard drives, replicating unsustainability: booms, busts, 
bubbles, recessions, poverty, trade wars, pollution, disruption 
of communities, and loss of culture and biodiversity.” [11] She 
claims that citizens all over the world are rejecting this 
malfunctioning economic source code, and the now derided 
“Washington Consensus” recipe for hyping GNP growth 
is challenged by the Human Development Index (HDI), the 
Ecological Footprint Analysis, the Living Planet Index, the 
Calvert-Henderson Quality of Life Indicators, the Genuine 
Progress Index, and even the tiny country of Bhutan’s Gross 
National Happiness.  [12] 

GNP, and its narrower domestic version the Gross Domestic 
Product (GDP), are the favorite measures of economists 
to assess our national progress.  Created in the twentieth 
century, GNP and GDP are simply cash-based measures of 
the total goods and services produced in an economy.  In 
1945, the United Nations (UN) adopted these measures, 
and they became the standard UN System of National 
Accounts.  Over time, they morphed into the global 
yardstick of success.  Yet, because GNP and GDP are 
money measures of output of goods and services produced 
within a nation, neither looks beyond economics to 
understand genuine value creation within a society.  Today, 
more and more groups – from environmentalists who value 
nature, to women who perform most of the world’s unpaid 
work, as well as those concerned with social justice – are 
critiquing GNP/GDP and a host of other
economic indicators. [13]

[11]  Ibid.
[12]  Ibid.
[13]  Ibid.

In the end, Lovins believes that “Ethical Market leaders are 
proving that there is a very good business case for behaving in 
ways that not only generate profit but that also protect people 
and the planet” [5] Coined the triple bottom line [6] by John 
Elkington, this new way of thinking is giving way to the 
integrated bottom line.  He believes companies that behave 
responsibly to all livings things will enjoy increased profits. 
 
Together, Lovins’ and Elkington’s philosophies serve as 
the foundation for my Total Asset Value Protocol concept.  
If, indeed, good business is measured by a corporation’s 
consideration of people, planet and profit, then it is critical 
to ensure that they are accounted for when substantiating an 
investment opportunity’s ‘total value’.  Hence, my belief that 
designing and implementing a methodology for capturing 
the Total Asset Value of an investment opportunity is not 
idealistic, but – in fact – a necessity as we move away from 
the business as usual model and toward a new economic era 
that embraces, recognizes and requires accountability of all 
earthly assets.

[5]  Ibid.
[6]  Ibid.

2.2 Trends In Sustainable Business

!is attitudinal shift is spreading like wildfire.  Financial 
advisors are already finding that a commitment to 
sustainability is the hallmark of good corporate governance, 
and the best indicator of management’s capacity to protect 
shareholder value.  By way of example, the Dow Jones 
Sustainability Index outperforms the general market, and 
the Domini Index of Socially Responsible Companies has 
outperformed the Standard & Poor’s companies for more 
than a decade. [7]

Innovest Strategic Value Advisors, a socially responsible 
investment research firm, released a report in 2005 showing 
that in whole industry sectors, from forest products and 
paper to oil and gas and electric utilities, the environmental 
leaders in the sector outperformed the environmental 
laggards.[8]  Using resources more e"ciently, redesigning 
products in ways that mimic nature, and managing to 
restore and enhance human and natural capital o#er ways, 
according to Lovins, to: 

Reduce costs and increase profitability and financial 
performance
Reduce risk
Retain the franchise to operate and reduce legal 
liabilities
Attract and retain the best talent
Enhance ability to drive innovation
Increase labor productivity – increase worker health
Increase market share – enhanced brand equity
Di#erentiate product
Ensure supply chains and stakeholder management 

Taken together, these elements of sustainability confer 
the ability to be ‘first to the future’.  In Lovins’ opinion, 
the companies that practice this approach will be the 
billionaires of tomorrow.  [9]

[7]  Ibid.
[8]  Ibid.
[9]  Ibid.

•

•
•

•
•
•
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•
•
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Wackernagel prepares an annual survey for WWF called 
#e Living Planet Index, which monitors all countries 
to see how their own resource-consumption fits within 
their nation’s natural resources.  !e results are published 
in a map showing which countries exceed their resource 
capacity and rely on imports from other countries, and 
which countries can stay within their own resource base.  
On a global basis, Wackernagel finds that the human 
family is consuming more resources than the planet Earth 
can provide on a sustainable basis.  He notes that “[t]he 
Ecological Footprint is a very simple resource accounting tool.  
On the one hand it measures how much nature we have and 
on the other hand how much we use.  It’s interesting that 
actually some lending institutions have used the EF to evaluate 
their countries in terms of financial risk.  Are they ecological 
debtors?  Does that mean that they use more resources than they 
have available?  Or are they creditors?  Now the creditors are 
countries like the green super powers, Brazil for example or 
Russia.”  Wackernagel emphasizes that it doesn’t mean that 
these countries use their resources very wisely, it just means 
that they have a lot compared to what they use.  [15]

!ere is consensus among world leaders, politicians, 
scientists, business people, and environmentalists, that the 
GNP and GDP must be overhauled and many new, broader 
indictors must be included.  !at said, the most important 
things in life are not prone to measurement.  Nevertheless, 
the movement to redefine wealth, progress and success
is strong.

[15]  Ibid.

2.4 Sustainable Investment Trends

New indicators are changing governmental accounting 
systems, as well as corporate balance sheets.  For example, 
Verna Allee, a management consultant, helps her clients 
evaluate less tangible measures of success.  In fact, she 
breaks new ground in measuring “intangibles” (i.e. 
knowledge, patents, goodwill, etc.) and designing new 
accounting standards and protocols in Europe and North 
America in her two publications.  Dr. Allee tells her 
corporate clients “trying to develop indicator sets for whether 
you’re being a good citizen or contributing in a sustainable way 
to the environment, that’s very challenging.”  [16]

!at said, a pioneering measure of corporate environmental 
performance is the “sustainable value” analysis.  Major 
stock exchanges in New York, London’s FTSE, and Brazil’s 
BOVESPA all now feature indexes of companies that 
are cleaner, greener, and more ethical.  To the surprise of 
economists and financial analysts, these socially responsible 
indices have outperformed Standard & Poor’s 500 and now 
account for almost $2.3 trillion in assets managed in the 
United States alone. [17] 

Wall Street is learning that business as usual is no longer 
an option.  Hedge funds and pension plans are investing in 
ever-riskier assets.  World, financial and industry leaders are 
talking in terms of emissions-trading, carbon sequestration 
and carbon footprint reduction.  Yvon Chouinard, founder 
and owner of Patagonia, Inc., an international corporation 
that earns more than US$230 million a year [18] , has long 
been a leader of doing business the right way.  His company 
is one of the most environmentally responsible corporations 
on the planet.  Chouinard believes that our global inter-
dependence is largely responsible for the decline in 
mankind’s and natures’ health.  Local markets, he believes, 
are the wave of the future. [19]

[16]  Ibid.
[17]  Ibid.
[18]  Chouinard, Y. 2006.  Let My People Go Surfing: !e 
Education of a Reluctant Businessman.
[19]  Ibid.

!ey are asking common sense questions, like: Why focus 
on money and factories as capital and ignore human and social 
forms of capital, as well as ecological assets, like rain forests and 
biodiversity?  Why does GNP treat education as a cost instead 
of a vital investment in our future while not accounting for 
its quality?  Why does GDP go up when people are sick and 
have to pay for health care, but doesn’t include ways to measure 
wellness?  And why does the GNP set the intrinsic value of 
people and the environment at zero?  True, GDP sheds some 
light on the way we spend our money.  However, it does 
not account for many of the things that actually make life 
worthwhile.  How, then, do we work toward embracing 
a broader definition of investment or asset value so that 
the health and viability of the places in which we live are 
meaningfully considered?  I believe that the TAVP is one 
concept that moves us in the right direction.

Already in use, however, is the United Nations Human 
Development Index (HDI), which dates back to 1990.  !e 
HDI ranks nations according to quality of life and includes 
criteria such as life expectancy, educational attainment, 
and the gap between rich and poor.  !e HDI has been 
adopted by over 40 countries in producing their own 
domestic version.  !e highest ranking countries often cite 
their HDI rank in their tourist information.  Bhutan, a 
Buddhist nation in Asia, takes seriously people’s right to the 
pursuit of happiness.  As such, it developed Gross National 
Happiness (GNH) indicators because in its philosophy, 
happiness should be considered along with money and GDP 
growth.  Many indicators in Bhutan focus on similar trends 
as the HDI, with emphasis on preserving Bhutan’s peaceful, 
contemplative culture while balancing these concerns 
with outside investment influences and selective economic 
development.  Bhutan’s GNH sparked such enormous 
media interest, that the attention led to a tourist boom that 
is now being carefully controlled.

Many economists and social scientists quietly studying 
human satisfaction found themselves in the limelight, and 
happiness surveys are now fashionable and proliferating.  
!ere are e#orts now to try and o"cially measure the 
national well-being in the United States to complement 
GDP.  One such e#ort is the Calvert-Henderson Quality of 
Life Indicators, co-created by Henderson and the Calvert 
Group of socially responsible mutual funds, launched
in 2000.

All the ferment about the goal of human development led to 
more focus on humanity’s life support system: planet Earth, 
and the sustainability of the biosphere and its vast ecological 
assets.  Swiss economist Mathis Wackernagel, developer of 
the Ecological Footprint Analysis, sums up his environmental, 
resource-based approach to human well-being as follows 
“[t]here are these two big stories in civilization that seem to 
be in contradiction.  On the one hand that we have better 
and better lives, that we use more and more resources, more 
chocolate, more houses, bigger cars.  And at the same time, 
ecological capacity is going down – less trees, more CO2 in 
the atmosphere, less water.  So we have ecological degradation 
happening at the same time as we increase our demand
for resources.”  [14] 

[14]  Ibid.
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Interestingly, the textbook model of human nature in 
economics is the “rational economic man” who maximizes 
his own self-interest in competition with all others.  In 
reality, Henderson says, “we know that people are also 
equally cooperative and enjoy sharing and giving.” [25]  !e 
Washington-based nonprofit group Voluntary Sector has 
estimated that over 89 million Americans volunteer at 
least five hours per week to their communities.  In 1995 
the United Nations Human Development Report found 
that unpaid work and production of goods and services 
was equivalent to $16 trillion.  !at amount was simply 
missing from the o"cial global GDP figure of $24 trillion, 
meaning two-thirds of the world’s product went uncounted, 
unrecognized, and unappreciated.  Such enormous value 
to societies represents a vast appreciating asset. Similarly, 
nature’s wealth goes uncounted in GNP.  And, while new, 
broader statistics on health, education, social capital, and 
ecological assets are now creating a better scorecard of 
wealth and progress – beyond money and GNP, nature is 
often the unappreciated asset.

Our quality of life has much to do with the vitality of 
the community in which we live.  Healthy communities 
typically have stable families, enjoyable neighborhoods, 
and businesses that revitalize the local economy.  Because 
economists have not measured the deeper, broader kind of 
e"ciencies provided by cohesive communities and the values 
of families and local cultures, these local living economies 
have been undervalued – until they break down.  !en, 
social services, unemployment, drug and crisis counseling, 
and care for homeless people require huge taxpayer costs.  
Today, many of the smartest investors, asset managers, and 
pension funds are joining with local leaders in reinvesting in 
these vital community redevelopment e#orts.

[25]  Ibid.

2.5 Regional And Global Dynamics

!e ideas embodied in the concept of ethical markets have 
cross-border influence; they are not specific to industrialized 
nations or the capitalist strong arms of the world.  Countries 
strive to be successful exporters, and the old textbook model 
of “free trade” assumed that capital stayed within countries’ 
borders and that all the trading countries would benefit, 
even those who had little power and were way behind in 
industrial development.  As such, the recipe for economic 
development – measured as GDP growth – urged them 
to open their borders, reduce tari#s, make their currencies 
convertible, privatize their main industries, and allow 
foreign capital to flow in and out freely – collectively known 
as the Washington Consensus.  While Henderson claims that 
this model works for big successful industrialized countries, 
she maintains that it is now recognized that less powerful 
developing countries can lose out, with their weaker, smaller 
companies, and farmers being put out of business. [26]

Today, battles rage over these issues.  Even the most 
democratic and competent leaders lose control of domestic 
a#airs while local people stage demonstrations to prevent 
their water supplies, national resources, and biodiversity 
from being bought-up and privatized.  !e new “resource-
nationalism” is evident.  In Latin America, resource 
nationalism has led to widespread rejection of the old 
textbook model of free trade, and a new group of leaders 
in Venezuela, Argentina, Brazil, Bolivia, and Chile are 
articulating forms of development focusing on social equity 
and justice for their poorer, rural, indigenous peoples.

[26]  Ibid.

Author Hazel Henderson interviewed leading socially 
responsible investors, managers of mutual funds, pensions, 
and church and university endowments who o#er safer, 
healthier alternatives.  !ey, she contends, have joined 
civic groups, labor unions, women, environmentalists, and 
those concerned with social justice and human rights in 
calling for greater corporate accountability.  She also spoke 
with what she calls “involuntary investors”, a significant 
percentage of the one hundred million U.S. adults who are 
invested in the stock market she found calling for more 
transparent, ethical corporations that can restore their trust 
and promote their goals and values.[20]  In Henderson’s 
opinion, more ethical markets are necessary in the twenty-
first century.  Markets can only operate where there is trust, 
transparency, honesty and fidelity in contracts – as well 
as service to customers and shareholders in society.  !e 
leaders she interviewed understand the risks of corporate 
misbehavior to their revered brands and reputations.  As a 
result, they are embracing social, environmental, and ethical 
auditing, the new scorecards and indexes, which redefine 
success, progress, e"ciency, and productivity in a wider 
social context. [21]

[20]  Henderson, H. Ethical Markets.
[21]  Ibid.

One of the most surprising aspects of the new twenty-
first century capitalism is the rise of concerned, active 
shareholders who invest not only for economic return, but 
to help create a better world.  !ese active shareholders 
are shaping new, more socially just and environmentally 
sound management policies and corporate governance, 
as well as influencing investment choices of pension 
funds, university endowments, foundations, and socially 
responsible mutual funds.  While controversial in the 1970s, 
shareholder activism is now popular and widely recognized 
as a progressive movement in the evolution of more ethical 
twenty-first century capital markets.  Shareholders love 
the extra psychological “bang for their bucks,” while the 
sheer power of the $2.3 trillion active U.S. investors wield 
is leading to a new model of the corporation managed not 
only to the benefit of the shareholder but all stakeholders 
including employees, customers, suppliers, community, and 
the environment.  [22]

Henderson claims that most people are unaware that all 
the financial and business news, economic policies at state, 
local and national levels – in all countries – are based on 
economic statistics that reflect only one-half of the full 
range of production, services, investment, and exchanges 
in societies; and that of the one-half, only one-half is 
conducted in money. [23]  !e equally important non-
money sectors (in many countries much larger than the 
o"cial, money-denominated sector traced by gross national 
product (GNP)/gross domestic product (GDP) and other 
macroeconomic measures) are in reality the core platform of 
social life.  [24]

[22]  Ibid.
[23]  Ibid.
[24]  Ibid.
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!ree pillars of SRI, according to Henderson, are: 1) 
social, environmental, and ethical auditing or screening; 
2) community investing; and 3) shareholder activism.  
!e fourth pillar, she notes, is socially responsible venture 
capital, which is vital in seeding all the new companies 
needed in the shift to global sustainability. [29]  Total U.S. 
investments in SRIs represent some US$2.3 trillion, and 
the movement has caught on in Canada and Europe.  
SRI is now spreading to Australia, New Zealand, Japan, 
China, and Brazil.  Companies chosen after careful social, 
environmental, and ethical auditing also outperformed the 
S&P 500, Brazil’s BOVESPA, and many other conventional 
indices – demonstrating that you can do well by
doing good.

On April 27, 2006, representatives of more than twenty 
pension funds from sixteen countries managing over US$2 
trillion of assets made an historic announcement at the 
New York Stock Exchange: their launch of Principles for 
Responsible Investment.  In a matter of weeks, new signatories 
swelled the total to over $5 trillion. [30]

[29]  Ibid.
[30]  Ibid.

In 2006, venture capital began to surge into clean 
technology and green start-up companies like never before.  
Nick Parker, founder and chairman of Cleantech Capital 
Group, has led this venture field for decades.  Cleantech’s 
regular Venture Forum in San Francisco, March 2006 
attracted more than five hundred venture investors.  
Keynote speaker, Mark Donohue, general partner of 
Expansion Capital Partners of San Francisco and New York, 
urged his colleagues to go beyond the traditional venture 
capital goals of financial gain and the exit strategy of going 
public on Wall Street with IPOs.  Donohue cautioned that 
the health of the planet itself should be the goal and using 
triple bottom line accounting should be standard in all 
Cleantech investments, as it is in his firm.  Venture capital 
has always played a unique role in the U.S. economy.  It 
fueled the dot-com companies of the 1990s – and investors 
lost trillions of dollars when this bubble burst in 2000.  
However, venture investors have now discovered the next 
big thing – technologies needed to create more
sustainable societies.  [31]

!ere are companies all over the world working on 
technology that will enhance, not hamper, sustainability.  
Economists, Wall Street analysts, and financial media 
have discounted the trend toward sustainable economies 
and socially responsible investing for two decades.  Now, a 
tipping point has been reached and the growth of SRI and 
its robust rates of return are being widely recognized.  In the 
1980s, SRI assets totaled about $40 billion, mostly owned 
by mainstream religious groups and charitable foundations 
whose values always went beyond the bottom line. [32]

[31]  Ibid.
[32]  Ibid.

Proponents of Fair Trade in many commodities support 
this new approach to development.  Growing numbers 
of philanthropists, socially concerned investors, and 
entrepreneurs are creating healthier models of fair trade. 
!ey bring together local farmers and small producers to 
create eco-friendly, healthy products that benefit the local 
community.  Interestingly, Henderson noted that women 
own a great many Fair Trade and green businesses.  In 
fact, women-owned businesses now represent some 50% 
of all privately held companies of all types.  Women, as an 
enormous pool of natural assets, have been undervalued for 
decades; but at last society is beginning to appreciate their 
role in creating wealth and progress. [27]

Changes at the top are a#ecting workers as well.  In 
traditional societies, work is still often unpaid in local 
villages and rural agriculture, where people grow their own 
food and build their own houses and community facilities 
in mutual cooperation.

[27]  Ibid.

2.6 Socially Responsible Investing (SRI)

Tim Smith is vice president of the Boston-based Walden 
Asset Management and president of the Social Investment 
Forum, the trade association of socially responsible investors, 
mutual fund managers, brokers, and other asset-managers 
in the United States.  He sees the astounding growth of this 
sector of U.S. capital markets as the emerging mainstream.  
According to Tim, “we’re not talking about esoteric social and 
environmental issues.  We’re talking about issues that have a 
direct impact on the bottom line and a!ect the shareholder’s 
interest in a very tangible way.”  He emphasizes that “there 
are investment opportunities that give an investor a chance 
to say, ‘I choose not to invest in America’s worst polluters.’  In 
other words a portfolio that reflects your values, that reflects 
your morals.”  [28]

Socially responsible portfolios and indices regularly 
outperform traditional investments.  Today, over 600 
companies worldwide can account for their success using 
the integrated triple bottom line: People, Planet, and Profits.  
!e Global Reporting Initiative (GRI) sets global standards, 
and makes publicly available the companies that have joined 
its People, Planet, and Profit auditing standards.

While changes toward a green economy are grouped into 
three main areas, as defined earlier, I want to end by taking 
a closer look at SRIs because one of the underlining goals 
of this project is finding a way to substantiate the value of 
Latin American-based forest product companies in order to 
attract private capital to them.

[28]  Ibid.
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2.7 SRI And TAV In Latin America

How does all this relate to establishing a protocol for 
determining the total asset value of responsibly managed 
forests in Latin America?  First, it underscores the need for 
such an approach.  If, in fact, we are moving towards a triple 
bottom line approach to assessing the success of the business 
world, then the TAVP seems sensible for determining not 
only timber value, but all assets’ value.

Second, it highlights the di"cultly of monetarily measuring 
the ‘value’ of a certain assets – such as environmental 
health – but recognizes that such values nonetheless need 
to identified, considered – and where possible – valued.  If 
an asset cannot be measured economically by a traditional 
approach, but is nonetheless identified as being a ‘valuable 
asset’, then how it is valuable needs to be described and 
accounted for.  In other words, if the asset is a wetland 
that is being destroyed by the investment activity, then it 
should be considered a ‘loss’ to the bottom line.  If, however, 
the asset is critical wildlife habitat that is set aside as a 
‘no impact zone’, then it should be considered a ‘gain’ to 
the bottom line.  Here, there are U.S.-based concepts and 
approaches to measuring the economic value associated 
with setting aside critical habitat that may be of interest in 
adopting on a global level insofar as measurement can lead 
to further substantiating an asset’s total value, as well as 
providing potential investors with more informed data and 
perhaps a wider range of financial opportunities on which to 
base their investment decisions.

!ird, the triple bottom line principle of accounting, or 
People, Planet, and Profit, which I believe to be at the core 
of SRI, defines my concept of Total Asset Value Protocol.  It 
is intended to ensure that all assets - people, our planet, and 
traditional profit – are considered, accounted for, and valued 
in the overall assessment of an asset’s value. 

!is publication is intended to introduce the concept and 
framework of a protocol for substantiating the total asset 
value of responsibly managed forests in Latin America.  
It does not purport to provide a detailed accounting of 
how to attribute value to the many di#erent assets that 
may be identified in a particular project.  Certainly those 
finer questions will have to be answered by professionals 
competent at undertaking valuation analyses of various asset 
classes.  It is my hope, however, that the protocol will prove 
to be a thoughtful, prudent and easy-to-use guide when 
embarking upon a valuation assignment so that an asset’s 
triple bottom line, or its Total Asset Value -People, Planet, 
and Profit – can be truly derived.

Today, however, the Social Investment Forum reports that 
values-based investors account for more than 11% of all 
investments under professional management.  !e global 
SRI movement is based on rigorous research, screening 
companies for social, environmental, and ethical practices 
including employment policies, human rights, consumer 
protection, and environmental stewardship.  As these new 
criteria evolve and are taken into account in determining the 
bottom line, a new branch of the auditing profession
has emerged. [33]

Susan Davis, president of Capital Missions Company, has 
been a social investor all her life.  While a vice president 
of the Chicago-based Harris Trust, she organized the 
Committee of Two Hundred – bringing together the two 
hundred highest net-worth women business leaders and 
entrepreneurs.  #e Investor’s Circle she founded is now a 
group of several hundred venture capitalists dedicated to 
financing companies contributing to a more sustainable 
world.  Susan also finds more financing is available, as she 
says “the…investors who are looking for the larger return long-
term are jumping into solar.  In Europe, I know a number of 
new funds formed by wealthy families.  It’s the same thing here 
in the United States as well.”  [34]

SRIs are about good risk management.  Since consumer 
trust and the stock market have been shaken by corporate 
scandals, investors have switched to SRI mutual funds, 
seeking ethical standards as well as stable returns on their 
investments.  According to Lipper, a mutual fund rating 
agency, assets in socially responsible mutual funds have 
jumped 156% over the past five years to nearly $32 billion, 
while the fund industry as a whole has grown just 22%.[35]  
Why do so many SRI asset managers’ portfolios outperform 
traditional ones?  !e consensus is that socially responsible 
companies exhibit better management overall.

[33]  Ibid.
[34]  Ibid.
[35]  Ibid.

!ere are over six billion humans in the world, and we 
consume 40% of all the primary photosynthesis-based 
production of the planet’s plants on which we depend. !e 
biosphere and its thin layer of biodiverse life forms are now 
su#ering their next biggest extinction in history.  Even once-
skeptical scientists confirm that burning fossil fuel causes 
global warming, and has played a role in recent weather 
disasters.  !ese events, broadcast globally on what seems 
like a daily basis, are impossible to deny.



16 Total Asset Valuation Of Responsibly Managed Forests In Latin America 17Total Asset Valuation Of Responsibly Managed Forests In Latin America

3.1 Why Invest in Latin American Forest Assets
3.1.1 Threats to Tropical Forests in Latin America

Tropical forests store approximately 500 cubic tons of 
carbon per hectare directly in plants and trees, and another 
100 or more cubic tons in organic materials contained in 
the soil.  In contrast, cultivated lands contain a maximum 
of five cubic tons per hectare that tends to decay over time.  
Given these measures of carbon sequestration, it is essential 
to consider the contributing role that tropical forests play in 
maintaining global climatic control. [1]

!e Amazon rain forest produces nearly half of its own 
rainfall through a cycle of evapo-transpiration, with the 
release of its own moisture into the atmosphere.  !e forest 
regulates and improves water quality in the area, conserving 
the forest floor through natural reforestation, and protecting 
it from water and soil erosion.  Yet, nearly twenty percent of 
the Amazon rain forest has been eliminated during the past 
forty years.

[1]  FAO Peru forest sector report.

Unregulated selective logging in the forest core, while hard 
to detect, has eroded the integrity of Amazonian forests.  
Global warming, however, has altered the Amazon forest’s 
function as a carbon depository, historically responsible 
for reducing the emissions of greenhouse gases—CO2, 
methane CH4, nitrous oxide N2O, and chlorofluorocarbons 
CFCs.  !e burning of trees unleashes the emissions of 
stored greenhouse gases through the premature release 
of carbon dioxide and other noxious gases, potentially 
converting the Amazon from one of the largest consumers to 
one of the world’s largest producers of greenhouse gases.

Significant clearing of the forest would further reduce 
the amount of rainfall to levels that hasten desiccation of 
many of the remaining areas.  Desiccation of previously 
forested areas in turn creates conditions for droughts severe 
enough to reduce the levels of river waters, which can be 
catastrophic for fish species and the animal and human 
communities which draw their sustenance from these 
waters.  Planned construction of ambitious infrastructural 
projects such as dams, roads, oil and gas pipelines, and 
industrial processing plants threaten the forest with 
flooding, release of methane and other greenhouse gases, 
the destruction of biodiversity, and the forced migration of 
native communities from ancestral lands. [2]

[2]  Wallace, Scott: “Last of the Amazon,” National 
Geographic, January 2007.
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3.1.3 Market Opportunities For Responsibly 
Managed Forests

While many poor, previously landless families have gained 
land titles in tropical forests through agrarian reform 
settlements, the short-term financial opportunities to sell o# 
timber and land has proven impossible for some to resist, 
and a necessary survival path for others.  !e clear-cutting 
of forests to make way for subsistence agriculture and cattle 
grazing proves itself to be economically short-sighted on a 
micro-level, and environmentally disastrous on a macro-
scale.  Conservation is only a tangible asset to those who can 
a#ord its luxury.  For tropical forest dwellers, the prospects 
for more attractive income-generation needs to be based 
on tangible asset value and driven by market realities if 
landholders are to recognize and value the forest and its 
by-products as intact economic resources.  Introducing 
sustainable forestry management practices is the most 
direct avenue of pursuing the twin goals of forest use and 
conservation, recognizing, however, that sustainable forestry 
remains out of financial reach for many landholders. 
Financial backing in the form of SRI investment enhances 
the possibilities for sustainability.

!e value-added transformation of wood products, the 
identification of higher-margin categories of non-wood 
trade products, and the development of appropriate 
environmental services (ecotourism, artisan work, carbon 
sequestration) are similar means of introducing higher 
economic values for forest resources.  Any number of 
Non-Timber Forest Products (NTFPs) o#er the market 
potential necessary to discourage their careless extraction 
or destruction through deforestation.  !e infrequent case 
of corporate sensibility awakening to nascent consumer 
demand for quality, reasonably-priced and equitably traded 
NTFPs and services has proven financially viable (and in 
some sectors like cosmetics, highly lucrative).  Only when 
the economic interests of producer-groups and consumer-
markets line up can forest conservation via sustainable 
management practices for both wood and non-wood sectors 
become systemic.  

For landholders to be persuaded to leave forests intact, 
there must be systems in place for compensatory payment.  
Direct revenue-producing activities for small landholders 
and native communities or market-driven incentives for 
concessions and forest industries in the form of subsidies 
or royalties begin to address the issue of compensation.  
Educating landholders and producer-groups as to fair-
market values for their timber and non-timber resources 
needs to include the potential of higher profit margins for 
Forest Stewardship Council (FSC) certified or responsibly 
managed forest output.  In short, forest conservation must 
be seen as a tangible market asset and introduced into forest 
management strategies if the prime stake-holders are to be 
disincentivized from hastening its destruction.  

3.1.4 Trends Toward Responsible Wood Purchasing Policies

Environmental awareness even enters into our decisions of 
responsible consumerism, as domestic goods retailers’ use 
of sustainable wood in manufacturing furniture lines and 
socially responsible marketing of brands such as Organic 
Free Trade.  Spearheaded by the consumer advocacy of 
the FSC, there is a growing commitment on the part of 
manufacturers, banks, national government o"ces, and 
services companies to procure policies specifying FSC-
certified products.  !is growing attitude governs the 
sourcing, purchase and use of paper and wood products 
aimed at the elimination of forest products from high 
conservation value forests that are not credibly certified, the 
elimination of forest products sourced from forests that are 
being inappropriately cleared or converted, and an e#ort to 
raise the proportion of forest products that originate from 
well-managed, credibly certified natural forests and certified 
tree plantations.

Having experienced 2006 as the hottest year on record, 
the European Union has called to reduce greenhouse gas 
emissions by 20% lower than 1990 levels by 2020, and to 
see its member countries producing a fifth of its energy via 
renewable sources by the same date.  Equally encouraging 
is the global consensus on restoring the primacy of forestry.  
First spelled out at UNCID Rio de Janeiro in 1992, this 
movement is no longer the sole domain of technical or 
development experts.  Over time, countries have committed 
themselves to these forestry principles first developed as 
protocol, then promoted through various environmental 
awareness movements, and most recently apparent at 
consumer-investor levels.  Environmental consciousness 
has infused our political culture:  witness the rise of Green 
Parties in Europe and the influence of the Oscar-winning 
documentary “An Inconvenient Truth” presented in public 
school science curricula.

3.1.2 Indigenous Community Rights

!e central importance of forests in sustaining the social, 
economic, and environmental fabric of traditional cultures 
is recognized and documented by key international 
agencies and local entities focused on the anthropological 
and cultural impact of deforestation.  !e urgency 
of maintaining this fabric through policies dedicated 
to sustainable forestry practices is repeatedly issued 
in conference as a principle right to socio-economic 
development on a sustainable basis.  A key document which 
outlines these rights is the Report of the United Nations 
Conference on Environment and Development,
which states: 

[a]ll types of forests embody complex and unique ecological 
processes which are the basis for their present and potential 
capacity to provide resources to satisfy human needs as well as 
environmental values, and as such their sound management 
and conservation is of concern to the Governments of the 
countries to which they belong and are of value to local 
communities and to the environment as a whole. [3]

!e application of indigenous rights is multi-faceted and 
complex.  !e primacy of indigenous rights in land use may 
have constitutional protection, but how this plays out in 
areas of conflicting land use interest di#ers in theory and 
practice.  Indigenous groups find themselves vulnerable to 
better organized and better financed interests, no matter 
what their constitutional rights are to property and the 
resources found on it.  At the same time, it is fair to note 
that the tribal rights of individuals can put in jeopardy the 
greater good, including that of their own community and 
the environment.  !e issues of indigenous rights must, 
therefore, be examined within a wider normative framework 
and encompass, inter alia, questions of constitutional 
recognition, legal statutes and protection of titled lands, 
rights and limits to resource use, both as communities and 
as individuals, occupancy rights, land development rights, 
community relations, economic interests, and labor rights.

[3]  Ibid.  
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3.2 Who Invests In Latin American Forest Assets

As explained above, Socially Responsible Investors 
(SRIs) invest in higher-risk socially and environmentally 
responsible enterprises. Often referred to as “Social Venture 
Capital”, SRIs seek out early-stage investments in companies 
that have identified profitable ways to meet societal needs 
before they are publicly traded. !is early-stage investing 
can help these companies secure necessary funding to grow 
and often leads to healthy returns for shareholders.

3.2.1 Environmental and Social Areas of Investment Interest

!e main environmental areas of interest for the SRI 
community relative to responsibly managed forests in Latin 
America include: Global Warming & Climate Change, 
Biodiversity Conservation, and Green Building and 
Sustainable Technology.  Primary social areas of interest 
include Indigenous Peoples’ Rights, Community Relations 
and Development Support, and Labor Rights (diversity, 
training, wages, health and safety).

In the case of Amazonian rain forest concessions, the prime 
environmental and social benefit of investing in GFTN 
sustainable forest management projects is the possibility of 
financing the development of sustainable, equitable, non-
traditional economic activity to supplant the unmanaged 
cutting of Amazon timber.  SRI investing in these types of 
projects will be channeled toward sustainable forest activity 
in both the wood and non-wood sectors.  Equally important 
is containing and eventually arresting for-profit timber sale 
through illegal and/or unsustainable logging practices, as 
well as  slash-and-burn deforestation considered necessary 
for subsistence agriculture and pasturing.

In the timber industry, SRI investing works to divide the 
costs and opportunities of sustainable forestry practices 
among better-endowed land-owning entities and their 
smaller collaborators -indigenous communities or individual 
land-holders and the research institutes which train and 
sponsor them in methods of sustainable agroforestry - who 
each hold long-term stakes in the future of the forest’s 
renewable resources.  By identifying and providing financial 
support for economic activities that can lead to a reduction 
of  poverty, conservation of natural resources, alleviate 
conditions of stress on the environment, and by buttressing 
underfinanced and very often compromised methods of 
compliance with responsible resource management, SRI 
helps fulfill the target objectives of projects such as
FSC initiatives.

Financing institutions, development agencies, and 
international NGOs in countries where they are called upon 
to play a role, should commit themselves to the successful 
implementation of the National Forest Program (NFP).  !e 
technical and financial contributions these trans-national 
and national actors pro#er should reiterate and activate 
the most salient principals of the NFP.  !ese co-investors 
will be considered in light of strategic alliances that can 
be cultivated to assist developing countries endowed with 
precious forest resources to bring to fruition the principles of 
responsible and sustainable forestry they seek to embrace.

3.1.5 Green Building

Green building espouses resource and energy e"ciency in 
the spirit of conservation. Patterns of building construction, 
technology development, and energy consumption favor 
the use of renewable, rather than non-renewable resources.  
!e use of green building materials and products promotes 
the conservation of dwindling nonrenewable resources 
internationally.  Furthermore, integrating green building 
materials into building projects can help reduce the 
environmental impacts associated with the extraction, 
transport, processing, fabrication, installation, reuse, 
recycling, and disposal of these building industry source 
materials.  Green materials are environmentally responsible 
because impacts are considered over the life of the product.  
Green Power Switch is one example of applying the 
principles of clean energy such as 100 percent green power 
through alternative energy sources. Sustainable Technology 
supports the commercialization of technologies that address 
climate change, air quality, and environmental quality.

3.1.6 International Programs to Combat the Problems  
A key component of the World Bank’s Environmental 
Resource Activities in Natural Resource Management 
specifically addresses the ecological stresses on forests by 
funding projects in sustainable forest management.  As 
mentioned in the preface, the World Bank has partnered 
with WWF to create the World Bank/WWF Alliance 
for Forest Conservation and Sustainable Use.  One of the 
Alliance’s goals is to incorporate government, civil society, 
and the business sectors into the process of maximizing 
forest resource potential while limiting the loss and damage 
in the name of economic development.  Alliance partners 
leverage support and results to reverse the process of forest 
loss and degradation, increase forest cover and quality, and 
harness the potential of forest lands to secure livelihoods 
and bring about lasting reductions in rural poverty, 
sustainable economic development, and the protection of 
vital local and global environmental values and services.

GFTN is an a"liation of national and regional networks 
that appeared at the beginning of the 90s prompted by 
small groups of consumers of wood products, who were 
committed towards more sustainable purchase practices.  
!ey started by looking to independently certified wood 
products. !e first groups appeared in 1991 in the UK, and 
afterwards other similar groups were formed in Europe, 
the USA and Brazil.  !e network soon grew and included 
some of the biggest names of the global wood industry. 
Today, the GFTN is comprised of more than 300 private 
companies that represent over 13% of the total global 
trade in wood products. Among, them, Timbmet, Blue 
Linx, Anxin, Samartex and other stakeholders like forest 
owners, furniture firms, architects, construction companies, 
wholesalers and investors.

Toward these ends, the globally shared environmental, 
social, and economic benefits derived from conserving and 
developing the forest resources in these countries, including 
practices of a#orestation, reforestation and by combating 
deforestation and forest and land degradation justify the 
use of private  investment in sustainable, harvested forests.  
!ese principles should apply to all forests, natural
and planted.
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3.2.2 Socially Responsible Investor Classifications

SRIs likely to be interested in Responsibly Managed Forests 
include:

1) Domestic Investors: 

Domestically, the successful implementation of national 
forest management programs calls for partnerships between:

Domestic Government/Public Agencies Funds:  
strategic planning may best be led and financed 
by central government institutions (with the 
participation of all stakeholders’ partners in all 
phases (planning, implementation, monitoring and 
evaluation) of the process while operational planning 
will be carried out at regional and local levels.

Nationally-based NGOs:  Implementation of the 
national forest program may be left mostly to the 
private sector, community-based organizations and 
NGOs, according to their corresponding ability to 
finance these activities.

1.

2.

2) International Investors:

Development Banks and Foreign Governments:  
Innovative approaches to financing forest 
management are essential to a sustainable forest 
sector. Of particular interest to a development 
bank agency such as PROFOR, which is a unit of 
the World Bank, is reforming market structures 
to make sustainable forestry more profitable than 
unsustainable forest exploitation.  !is process 
encompasses activities such as:  

1.

assessment of potential forest revenue generation 
from both traditional and innovative financing 
options, including the restructuring of existing 
economic and fiscal instruments;

the development of markets and mechanisms 
to capture environmental services provided by 
forests, such as carbon sequestration, biodiversity 
conservation and watershed protection;

government adoption of policies that create 
enabling conditions for investment in sustainable 
forest management and encourage the private 
sector to engage in such investments.  As an 
example, the Government of the Netherlands, 
which has the world’s largest development 
assistance budget at .8% GDP, has earmarked 
ten percent of this assistance budget specifically 
for the environment.  !e administration of 
Dutch development assistance funds directly 
overlaps with Peruvian forestry concession 
objectives through the support of the Dutch 
NGO SNV for the Institute for the Common 
Good (Instituto del Bien Común), which 
advocates on behalf of native communities in 
structuring and negotiating land use rights in 
the Peruvian Amazon.

•

•

•

Potential Sources of Financing for Responsibly Managed Forests (RMFs)

Private (Commercial) NGO & non-commercial private Public

Domestic Personal (family and friends)

Formal lending institutions (e.g. 
banks, leasing companies)

Informal credit entities

Direct investors, e.g. upstream 
forest companies, large-scale 
landowners

Venture capital funds

HNWI (High Net-Worth Individuals)

•

•

•

•

•

•

Environmental and social NGOs

Community-based organizations 
and benefactors

Charitable trust funds, 
foundations, endowments, etc.

•

•

•

Government departments/agencies 
/enterprises responsible for 
forestry, e.g. Forestry Department, 
Forest Authority

Development Banks 
(state-owned)

Government Forestry / 
Environmental Funds

•

•

•

International Formal lending institutions (e.g. 
banks)

Direct investors (e.g. international 
forestry companies)

International venture capital funds

Portfolio investors (forestry, ethical, 
green funds)

HNWI

•

•

•

•

•

International NGOs

International benefactors

International charitable trust 
funds, foundations, endowments, 
etc.

Environmental, not for profit, 
venture capital companies 

•

•

•

•

Bilateral donors (e.g. USAID, DFID, 
FINNIDA)

Multilateral donors (e.g. GEF, IDB, 
FAO, UNDP, World Bank, IFC, ITTO)

Foreign export agencies (e.g. OPIC)

Public research institutions

Specific-donor Funds  (e.g. 
small grants fund (UNDP), sector 
investment funds (IFC/GEF), 
charitable trust fund)

•

•

•

•

•
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Environmental conservation currently ranks among the 
highest priorities of private philanthropic foundations, 
underscored by the fact that environmental attention has 
been identified as one of the top United Nations’ 2000 
Millenium Goals.  European private foundations commonly 
fund environmental issues as a target thematic interest, with 
priority funding given to the reforestation of decimated 
areas, integrated forest resource management, agroforestry, 
and methods of water purity.

Commercially managed investment firms represent another 
interesting vehicle for obtaining institutional capital, 
such as private funds and pension funds.  However, to be 
successful the market risks and opportunities for socially 
responsible investing in sustainable forest concessions must 
be structured and presented appropriately. 

Major brokerage firms such as UBS and Merrill Lynch have, 
over the past decade, developed mutual funds structured 
around SRI criteria.  Merrill Lynch has been ranked as a top 
100 company by the FTSE4Good Global Index, a financial 
index for socially responsible investment.  FTSE4Good 
Global Index, designed to measure the performance 
of companies that meet globally recognized corporate 
responsibility standards and facilitate investment in those 
companies, and Storebrand Investments, a European 
financial services firm that analyzes corporate behavior and 
invests in socially responsible portfolios, are pioneers in SRI.

Familiarity with prominent commercially-sponsored 
SRI investment vehicles led one director of a Peruvian 
government agency to recommend structuring investment 
in forest concessions not as a single o#ering (akin to a stock 
purchase) but more as a mutual fund via a “basket” of 25 
forest concessions to reduce investor risk.  !is basket model 
resembles the UBS Lux Equity Fund – Eco Performance 
Fund or its similarly-labeled Basket of Renewable Energy 
Asset Fund.  For the same reasons mentioned above, it 
is recommended that these firms be presented with the 
MultiAgro investment portfolio.

A prime example of European private 
philanthropic support for environmental issues 
is The Bellerive Foundation in Switzerland. 
Founded by the late Prince Sadruddin Aga 
Khan in 1977, the Bellerive Foundation’s major 
programs have historically focused on the 
link between the scarcity of natural resources 
and poverty in the developing world.  It works 
to alleviate the poverty that forces people to 
consume the few resources available to them 
-- a cycle that often results in deeper poverty, 
depleted soils, deforestation, desertification, 

pollution, water scarcity, disease and hunger.  
The foundation has been formally folded 
into the Aga Khan Foundation, but the new 
Fund continues to concentrate its activities 
in six main areas: environmental education; 
natural resource management in fragile 
zones; nature parks and wildlife reserves; 
environmentally and culturally appropriate 
tourism infrastructure; environmental health; 
and research.  Activities, such as tree 
conservation and the design of fuel-saving 
cooking systems, reinforce AKF’s existing 

programs.  In light of its commitment to social 
and gender equity, ecosystem preservation, 
and FSC certification of the plantations from 
which it harvests timber, it is recommended 
that AKF be presented with the MultiAgro 
investment portfolio.

International NGOs:  !e imprimatur of NGO 
conservation agendas often brings caché and 
legitimacy to investment in sustainable forestry.  
NGOs serve an operational role for institutional 
investors and development banks, but their activities 
reach beyond strict financing to include training and 
capitalization, promulgation of public awareness of 
tropical deforestation and conservation campaigns, 
pilot projects in environmental management, 
reforestation, and support to communities trying 
to achieve those ends.  Since international NGOs, 
through their in-country field o"ces, serve as the 
conduit organ for primary sources of development 
investment, they should be seen as on-the-ground 
“legs” of support for subsequent investor backing 
of projects such as SRI financing.  !ey can also 
act as agents of project risk mitigation because 
they are outside of the direct political process that 
can be perceived as stage-setting for potential land 
use conflict.  An example of this uncovered in 
this project was NGO technical assistance (land 
surveying, map obtainment, preparation of Forest 
Management Plans and Operative Annual Plans, 
business organization) that has enabled indigenous/
rural communities successfully to compile their 
forest use permit applications.  International NGOs 
are also working in the Amazon on natural resource 
linkages which enhance non-tangible forest assets, 
such as conservation of the genetic foundations of 
biodiversity, gender issues, and equitable bargaining 
with timber companies that stabilizes revenue-
producing concession activity.

2. Private Sources:  As private funding organizations 
tend to select grant recipients and investment targets 
which display compatible philosophical objectives 
to their own, these private funders look for project 
innovators to execute their development priorities.  
!e financial backing they extend to pilot projects 
underscores the need for replicable models in various 
fields of sustainable development.  Categories of 
private investment include:

Private philanthropic and grant-making foundations;  
Individual investors, such as High Net-Worth 
Individuals (HNWI), e.g. individuals and/or family 
trusts/corporations who have private wealth of US$1 
million plus; 

Commercially managed private investment funds, 
private venture capital firms, Timberland Investment 
Management Organizations  (TIMOs); & 

Other socially responsible investment sponsors, e.g., 
religious denominations, such as !riving 
Lutheran Financial.

3.

•

•

•
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Government agencies: 
i. data from customs o"ce 
ii. ministries of external trade, agriculture, 
tourism, export promotion
Concessionaires 

2)  Categories of potential NTFPs
a.  Primary products:  extractive resources, fish and game, 
seeds and other vegetable parts
b.  Processed and/or secondary products: fruits, food 
products, medicinal  herbs, dyes, oils, cosmetic ingredients 

3)  Product Development and Market Access
Market feasibility analysis
Infrastructural investment
Financing for product development and training
Follow-up consultation and training 
Logistical, transport, and food preservation issues 

B. Services 

1) Metholodology of considerations  
Ease/di"culty of travel access; logistical problems 
which need to be surmounted that raise costs and 
dependability of provisions;
Infrastructural impediments:  should be energy and 
water e"cient/waste management and use/reuse of 
recyclables/enter supply contracts only with vendors 
that share firm’s “green goals,” with preference to 
local providers/seasonal impasses;
Proximity of competing (eco-tourist) services;
Access to local labor base;
Economic and social impact on neighboring native 
communities;
Does project lend social value to client base, such as 
quality of interpretive services?;
Training of service providers. 

2) Assessment of site characteristics:
Ecologically sensitive landscape features in need 
of protection from construction, roads and facility 
operations;

e.

f.

•
•
•
•
•

•

•

•
•
•

•

•

•

Impact mitigation measure for aforementioned 
features and reducing overall site disturbance;
“No impact” zones where existing conditions must 
remain undisturbed, as well as places that will take 
the full weight of new development;
Land-use issues: permitting, concession process;
Site disturbance: it is important to develop any site in 
a space e"cient manner;
Land-use issues:  permitting, concession process;
Proximity of local certified forestry enterprise; 
Natural ecological features, e.g., national parks, 
lagoons;
Low-impact facility construction;
Waste management (reduction, biodegradation and 
treatment);
Operational considerations: availability of 
transportation-food-lodging-communications, 
including cellphone and internet for reservations;
Marketing:  cooperation of agencies and tour 
operators;
Governing policies;  
Load capacity (long-term environmental impact; 
psychological impact, as determined by quality 
of visitor experience; social impact vis-à-vis local 
population; and political-economic impact, as 
tolerated by host site), as well as by monitoring 
acceptable limits of change (LAC);
Ready availability and use of local building materials 
without contrasting harmony of the surroundings. 

3) Eco-tourism potential
Biodiversity attraction (e.g. bird-watching);
Cultural/educational component of visit;
Can conservation substitute for forest destruction?

•

•

•
•

•
•
•

•
•

•

•

•
•

•

•
•
•

3.3 TAV Of Latin American Forest Assets

3.3.1 Rationale

!e fundamental reason to employ the TAV methodology 
when valuing a responsibly managed forest is to ensure 
that both timber and non-timber assets are accounted for.  
Historically, the value of a forest was directly tied to its 
timber value.  Yet, the forest can provide other tangible and 
intangible sources of value.  TAV reflects the actual revenue 
that is derived from extraction, processing and market sale 
of timber and timber by-products, as well as from the social, 
economic, and ecological value that the forest o#ers
its inhabitants.

Non-Timber Forest Products (NTFPs), as well as non-
timber related uses of the underlying land, such as eco-
tourism services or real estate developments, have the 
potential to add value which can be reflected on a cash 
flow basis.  In some cases, the value-added component of 
the tropical forest may be significant and compete with 
the narrow valuation of timber extraction alone. !erefore, 
the TAVP is intended to help identify and capture the 
non-timber asset products and services for inclusion in the 
calculation of the post-investment value of a forest project, 
in addition to the conventional timber-based valuation.
From a SRIs perspective, TAV needs to consider the forest 
products that have a market and an assigned commodity 
price, as well as the environmental services and externalities 
produced by the project under valuation.  SRIs will likely 
expect projects under consideration to comply, or come into 
compliance, with certain environmental and social rules.

3.3.2 Identifying Non-Timber Forest Products and Services

Inventorying and valuing a responsibly managed forest 
investment is a pro forma component of the TAV 
calculation.  !ere is ample expertise in the industry to 
accomplish this baseline work.

Identifying and characterizing non-timber products and 
services in forest-related TAV assignments, however, is less 
well understood, accepted or practiced.  Yet, so doing is 
critical to accurately assessng the “total value” of a forest 
asset.  While there are fixed benchmarks set by international 
protocol known as the Criteria and Indicators of Sustainable 
Forestry,[4]  a general methodology for accurately identifying 
and characterizing NTFPs is needed and provided as 
follows:
  
A. Non-Timber Forest Products (NTFPs) 

1) Methodology for identifying possible NTFPs
Pre-trip survey research 
On-site or phone interviews with:

Potential Investors
Key management personnel from companies 
being analyzed as possible investment 
opportunities
Research institutes
Local university agricultural departments

[4] Criteria define the essential elements against which 
sustainability is assessed, with due consideration paid to 
the productive, protective and social roles of forests and 
forest ecosystems. Each criterion relates to a key element of 
sustainability 

Indicators are parameters which can be measured and 
correspond to a particular criterion. !ey measure and help 
monitor the status and changes of forests in quantitative, 
qualitative and descriptive terms that reflect forest values as seen 
by those who defined each criterion.
http://www.fao.org/forestry/site/ci/en/
  

•
•

a.
b.

c.
d.
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3.3.3 Total Asset Valuation of Responsibly Managed Forests

In considering all asset values, TAV of responsibly managed 
forests will look categorically at: 

Conditions or activities that generate value to the 
asset (extraction, transformation, logistics to reach 
market); 

!e value of alternative assets (actual or potential) for 
both wood products and NTFPs; and  

Intangible asset values (reduction of territorial 
tension, involvement of women, conservation 
of biodiversity, preservation of genetic base and 
balance).

For the compliance of specific environmental and social 
requirements, the TAVP will request (or recommend) that 
the forestry projects be subjected to the FSC certification 
process, as WWF and GFTN have adopted those principles 
and guidelines.

1.

2.

3.
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Capturing the TAV of an investment is a necessity as we 
move into an economic era that embraces and requires 
accountability of all earthly assets.  By implementing a 
methodology that ensures due consideration is given to these 
assets when substantiating an investment opportunity’s total 
value, future investment decision-making, particularly by 
SRIs, will be truly informed.  In this context, I present the 
TAVP: #e general methodology that ensures arrival at
Total Asset Value.

For more than eight years I have been helping my clients 
make informed decisions about their real estate assets.  
Typically, they call upon me when they want to buy, sell, 
conserve, or plan for their asset, or some combination 
thereof.  And while I may provide a wide range of advisory 
service, what I have found to be of most use to my clients is 
providing them with my opinion of their asset’s value.  

Value expresses an economic concept, and as such it is never 
a fact but always an opinion of the worth of something at a 
given time. In US appraisal practice, value must always be 
qualified, for example, market value, liquidation value, or 
investment value.  I usually solve for market value. [1]

[1] Appraisal Institute Code of Professional Ethics, proposed 
2002. 

To determine value, I invoke traditional appraisal 
techniques and valuation methodologies in accordance with 
US Appraisal Foundation standards and guidelines.  In so 
doing, the bedrock of my analysis is the appraisal concept 
known as Highest and Best Use (HBU), defined as: 

#e reasonably probable and legal use of vacant land or an 
improved property, which is physically possible, appropriately 
supported, financially feasible, and that results in the highest 
value. #e four criteria the highest and best use must meet are 
legal permissibility, physical possibility, financial feasibility, and 
maximum productivity. [2]  

In short, to determine a real estate asset’s HBU, the 
following four key criteria must be examined:

What is legally permissible?

What is physically possible?

What is financially feasible?

What is maximally productive?

[2] !e Dictionary of Real Estate Appraisal, Fourth Edition: 
!e Appraisal Institute, 2002. 

1.

2.

3.

4.

Chapter 4

Total Asset Value Protocol: General Framework

1.
ID Asset

Type & Owner

2.
ID Project
Objective

3.
ID Project
Location

4.
Screen Project

5.
Report

Screening
Conclusion

6.
Formalize

Project Scope
of Work

7.
Data Collection

8.
Data Analysis

9.
Valuation
of Asset(s)

10.
TAV

Conclusion

Total Asset Value Protocol 
The general methodology that ensures arrival at
Total Asset Value.

Total Asset Value 
The value resulting from prudent consideration and 
accounting of People, Planet & Profit when analyzing an 
investment for Socially Responsible Investment purposes.

Total Asset Value Protocol Diagram
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It also turns out that there are important natural and 
cultural features on the property, and that protecting those 
areas is important to the community members, and critical 
for wildlife and natural resource purposes.  A ‘conservation’ 
value can be determined to reflect the value associated with 
protecting those assets under the US-concept known as 

conservation easement analysis.  In e#ect, this timberland 
tract has multiple assets, the value of each which gets 
determined and then factored into the asset’s overall, or 
‘total’, value.  Beyond its value as pure timberland, the non-
timber uses have added value.

Identifying the Assets of a US-Located Investment
Project Name: Earth Asset Sanctuary

Primary Project Asset: 20,000 acres (ac) [49,420 hectares (ha)]

Primary Asset Type: 20,000 ac/49,420 ha of Undeveloped Timberland & Native Meadowland

Primary Asset Description 20,000 ac of undeveloped real estate featuring 15,000 ac of responsibly managed forestland, 3,000 ac of 
pristine native meadowland, a 1,500 ac lake, and a 500 ac wetland.

Project Sponsor/Property Owner: Birch Forest Group, LLC (BFG – US-organized, incorporated & based limited liability corporation)

Project Sponsor Decision-maker(s): Kaiyuh Smith, Meko Davis & Taylor Cruz 

Project Location: Big Sky, Wyoming (US) 

Project Objective: Create a plan for the property that effectuates cash flow to BFG, while ensuring thoughtful and permanent 
protection to the property insofar as its use or non-use has social, cultural and/or environmental value.

Other Assets: The property has been identified by professionals in their respective fields as having several rare plant 
species, at least two thriving wolf packs, exceptional wildlife habitat and a diverse wildlife population, the 
headwaters to a network of feeder-streams that provide area communities with their primary drinking 
source, a Native American burial ground, and an area that promotes the growth of a unique plant species 
used by local Native Communities for traditional religious and medicinal purposes.

Total Assets to Analyze in TAV: While the Primary Asset is 20,000 ac of undeveloped real estate, its most economically profitable use 
that also meets the project sponsor’s objectives is a so-called Mixed Use Plan, described as follows:

“Asset Value 1”: “Earth Asset Resort” - 35 ac private luxury resort designed and constructed in accordance with ‘green’ 
building standards

“Asset Value 2”: “The Complex” - 500 ac spa/retreat center with state-of-the art holistic health and healing programs, 
conference center, interpretive trail system, guest accommodations and a 5-star restaurant, also ‘green’ 
design and construction

“Asset Value 3”: “Big Sky Golf & Ski Resort” – 4,000 ac area utilized to support an 18-hole lynx course set at the base 
of an eco-friendly designed and constructed 80-trail ski operation with associated 300-unit single and 
two-family units

“Asset Value 4”: “The Sanctuary” - 10,000 ac of the most critical area set aside for permanent conservation

In my opinion, this ‘use-based’ concept lays the foundation 
for total asset valuation of responsibly managed forests 
because it calls for consideration of legally permissible and 
physically possible uses, rather than limiting valuation to 
timber-related use only.  It opens the door for consideration 
of Non-Timber Forest Products’ (NTFP)  potential to 
contribute to the overall value of the primary forest asset.  

In my work, my clients’ primary asset is real estate, or 
“physical land and appurtenances attached to the land, e.g. 
structures.” [3]  In fact, when I am valuing their asset I am not 
really valuing the real estate.  Instead, I am valuing the real 
property rights, defined as “all interests, benefits, and rights 
inherent in the ownership of physical real estate; the bundle of 
rights with which the ownership of the real estate is endowed,” 
[4] that are associated with the particular real estate asset 
in question.  In the US, real property rights are typically 
set forth in deeds or other legal documents.  In real estate 
asset valuation, then, it is important to establish what legal 
rights exist, and which are being valued.  In addition to 
the ownership rights, there are land use regulations that 
influence what can and cannot be done with real estate.  
Determining the regulatory uses that are available is equally 
critical, as di#erent uses may have no, little, or modest to 
high value associated with them.  

In a typical assignment, I am faced with valuing the most 
comprehensive real property interest available, called a fee 
simple estate.  A fee simple estate is defined as “absolute 
ownership unencumbered by any other interest or estate, 
subject only to limitations imposed by governmental powers 
of taxation, eminent domain, police power, and escheat.” [5] 
I have to determine what uses of the property are legally 
permissible, both in terms of the legal deed language, as 
well as applicable land use laws.  In some cases, there is only 
one use for the property.  In many cases, however, there are 
several uses that are permissible.

[3]  Ibid.
[4]  Ibid.
[5]  Ibid.

On larger properties, it is not unusual for discrete portions 
to have di#erent HBUs.  When that happens, a mixed HBU 
plan results, and each HBU area has its own value.  Making 
sure that all  HBUs have been appropriately identified and 
valued is paramount to arriving at the final opinion of the 
asset’s total value.  While it is not called Total Asset Value, 
in many ways it is.  Today, wetlands, native burial grounds, 
historic structures, and scenic vistas are all finding their way 
into the world of real asset valuation.  

Sometimes an asset’s value is simple to identify and 
determine.  For example, a new house in a suburban 
neighborhood typically has an HBU as a house in a 
suburban neighborhood. Its value is reflected by comparing 
it to other similar, or comparable, houses in a
suburban neighborhood.

Or, say you owned a large timber tract in a remote 
location.  Under the HBU test, its HBU was determined 
to be a timberland tract.  As such, its value would likely 
be determined by comparing it to similarly remote timber 
tracts.  Alternatively, it is possible to derive its value by 
calculating its timber value, sometimes referred to as its 
Timber Capital Value (TCV).  

If, however, that same timber tract abutted a booming 
ski resort its HBU would probably be quite di#erent.  It 
could be determined that, in accordance with all legal and 
regulatory requirements, a portion of the property should 
be merged  with the ski resort to expand its operational area 
and increase the number of trails, another piece used as the 
site for a new base lodge, and the remaining area developed 
as a residential subdivision.  After undertaking all necessary 
research and analysis, the conclusion is that the property has 
a mixed HBU.
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So, in Step 1 the three most important pieces of information 
to identify are: 

Primary Asset Type (e.g., timber company, hospital, 
private estate, industrial park, etc.)
Asset Owner (e.g., business,  individual, non-profit 
organization, government, etc.)
Decision-maker(s) (e.g., board of directors, managing 
partner, attorney, individual, etc.)

 
4.2 Step 2: ID Project Objective

Understanding what the project objective is, from the PS’s 
perspective, is absolutely essential.  In some cases, there 
may be multiple objectives.  Without clear direction from 
the PS about what the objective(s) is/are, it is impossible to 
structure the necessary scope of work to complete
the project.

If the consultant is not satisfied with the information 
provided by the PS, they should ask questions that will 
likely prompt responses containing answers.  For example, 
the consultant might ask What do you plan to use my 
valuation work for?  Or, What is the intended use of the 
project conclusions?  What are your goals for the project?  
What are you planning on doing with the property?  

An open discussion about project objectives is critical to 
the project’s success.  !e consultant does not want to try 
and guess what the PS wants from them.  It is much better 
to spend time early on and be sure that both parties are 
in full agreement on this issue before proceeding.  Clear 
project objectives can keep the project focused and on 
schedule.  Unclear or ever-changing objectives undermine 
project e"ciency, both from an economic and resource/time 
perspective.  To avoid wasting time and money, be sure to 
commit the project objectives to writing and have all parties 
sign o#.

•

•

•

4.3 Step 3: ID Project Location

Once the asset has been identified and the project objective 
clearly set forth, it is reasonable to want to know where the 
project is located.  Location is important to understand 
for a number of reasons, as it influences the design of the 
scope of work, project completion time and cost.  It also 
will impact use and valuation analysis considerations, as the 
asset’s location will necessarily dictate how it is influenced 
by political climate, land use regulations, demographics, 
market demands, economic factors, and so on.

In the real estate world, the cliché ‘location, location, 
location’ is very true.  !e same asset located in two 
di#erent places will most likely have di#erent HBUs, and 
di#erent values.  Needless to say, initially understanding 
the asset’s location is important for project development 
purposes.  However, once engaged and the project is 
underway, a thorough examination of the asset location – on 
a global, regional, and local level – should be done. 

Investors will certainly want to know where the potential 
investment opportunity is located, and how its location 
influences investment value, risk and potential reward.  For 
international investors, location will also play an important 
role in legal and tax planning decisions.

I have completed numerous assignments where the primary 
asset was a timber tract, but where the HBU was defined 
by a combination of timber and non-timber uses.  For these 
clients, knowing the ‘total value’ of their asset was much 
more meaningful than simply knowing its timber value.  
It provided them with the information necessary to make 
informed decisions about their investment, whether it be 
to sell, conserve, harvest or develop, for business and/or tax 
planning reasons.  In one case, I recall the timber value was 
US$10,000,000, but as timber plus additional uses it had a 
value of US$50,000,000.  From an investment perspective, 
this is a significant di#erence in value, and knowing that it 
exists and where the added value comes from is crucial to 
making educated decisions about the asset.  I believe that if 
this approach can be applied to timber assets in the US, it 
can be applied to timber assets around the world.  In reality, 
this approach is globally applicable to all types of asset 
classes, including real estate, or businesses, such as forest 
product companies.
 
On a macro-level, the TAVP is a checklist of things to do 
when evaluating an asset for its total value.  Its purpose 
is to ensure that nothing is overlooked, that no asset is 
unaccounted for.  If the TAVP is fully implemented, it 
requires ten steps.  It is possible that a proposed TAV project 
will not be ripe for comprehensive TAV analysis when 
initially presented, and such a conclusion will be drawn 
early on (Step 4) so as to avoid the unnecessary expenditure 
of time and financial resources.  Below is a more detailed 
explanation of the 10 steps that comprise the TAVP:

4.1 Step 1: ID Asset: Type (primary), Owner and 
Decision-Maker(s)

!e three most important pieces of information to identify 
in this step are: 

Primary Asset Type
Asset Owner
Decision-maker(s)

•
•
•

When someone in the valuation profession is approached 
to undertake a project I suspect that several questions come 
to mind.  For me, I am most interested in knowing what it 
is the potential client, or project sponsor (PS), wants me to 
value.  And so I ask them: What is it that you want me
to value?  

At this early stage, I am concerned with what I call the 
primary asset, which is simply defined by the project 
sponsor’s description of it.  It might be a house, a tract of 
timberland, a 10,000 acre luxury estate, a 3,000 square foot 
condominium, or a 250-acre horse farm.  It could be a gas 
station, a restaurant, or an industrial park.  Or, perhaps it 
is a South American-based timber company that owns or 
has concession rights to forestland, sawmills, processing 
facilities, and provides a range forest products to the 
marketplace.  I am not looking for the PS to tell me specific 
details about the asset, such as it has a wetland, or a burial 
site, or endangered species on it.  I simply want to have a 
basic understanding of the general asset class in question.

Once I have an understanding of the basic asset type, I 
want to know how the asset is owned and who the decision-
makers are.  From experience, I have learned to speak with 
the decision-makers at the outset.  By doing so, wasted time 
and misdirection can be avoided.  If a project is going to be 
consummated, it is absolutely essential for all parties to have 
a clear understanding of all factors that will be important to 
know in order for the project to go smoothly, for objectives 
to be met, and for the appropriate information to be 
analyzed and delivered.  It may turn out that the owner(s) 
do not participate very much during the project, as they 
may delegate decision-making authority to an advisor.  !at 
is fine, but it is important to at least identify the owner up 
front, and be in touch with them to get the project o#
the ground.
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!e delivery of documents in a timely fashion is equally 
as important as the consultant receiving all requested 
documents.  A date should be set and agreed upon as to 
when the PS will deliver these materials to the consultant.  
Failure to meet the deadline can be symptomatic of many 
things, including a non-responsive PS, and/or the fact 
the project is truly not ready for TAV analysis.  Di#erent 
consultants will handle this in di#erent ways, and failing 
to meet a deadline by a few days or even a week is not 
necessarily enough to bring the project to a halt.  However, 
the consultant should not be required to make multiple 
requests for documents, nor should they be expected to 
accept extended delays in delivery.  Assuming the consultant 
presents the list of documents in a clear manner, and all 
parties understand the nature of the documents and agree 
to a delivery date, the responsibility then falls on the PS to 
comply in order for the consultant to complete Step 4.  I 
recommend that both parties agree to a process for handling 
non-receipt of documents in advance of implementing Step 
4, so everyone is clear about their responsibilities and the 
outcome for falling short.  

In terms of document delivery, in addition to setting a date 
by which they must be received by the consultant, I also 
recommend establishing the format and delivery mode.  
In other words, should documents be sent electronically, 
in hard copies, or both?  If hard copies of documents are 
sent, should they be delivered via regular mail, or Federal 
Express/DHL, or UPS?  Understanding how and when 
the documents are to arrive takes the guesswork away.  It 
clarifies the how’s and when’s of important early steps for 
both parties.

4.4.2. Desktop review of documents in preparation of 
subsequent interview of the Project Sponsor

Once the consultant receives the requested materials, they 
can undertake a desktop review of the project.  With an 
eye toward the project objective(s), the consultant’s review 
of these documents should provide them with several 
important pieces of information, including;

Confirmation of primary asset 
Confirmation of ownership structure
Confirmation of decision-maker(s)
Better understanding of important site features, if 
real estate is involved
Better understanding of important non-project 
specific features, such as abutting ownership for real 
estate, or past and/or current sources of financing for 
businesses
Better understanding of current financial status, 
proposed investment amount, and identified uses of 
investment dollars for business projects
Type of investment being looked for (e.g. equity-
only, equity with ownership interests, etc.)
Better understanding of relevant legal framework 
that will have to be considered (i.e., land use 
regulations, tax laws, investment structuring from a 
legal perspective)
In addition to providing clarity and insight, the 
consultant’s review of relevant documents will most 
likely result in their having questions for the PS.  
With the benefit of a desktop review, the next step is 
to interview the PS.

•
•
•
•

•

•

•

•

•

4.4 Step 4: Screen Project for Readiness to Undergo 
Total Asset Valuation

Steps 1 – 3 are fairly simple and straightforward.  Quite 
often, they can be taken care of in short order during the 
first meeting or phone call.  However, it is important to note 
them and ensure that they are not overlooked in
TAV projects.

When an investment opportunity arises for which TAV 
is requested the first substantive order of business is to 
ensure that it is deserving of closer examination.  A PS 
must recognize the level of exposure and scrutiny it will 
be put under in the due diligence stages.  Since the TAV 
methodology can be quite costly and time-intensive, the 
project in question should undergo a screening process to 
determine whether or not it is ripe for investment analysis 
per the TAV methodology at the time in question.  

!e screening process, while not nearly as exhaustive or 
revealing as TAV, does require a financial commitment 
from, typically, the PS, as well as su"cient time to complete 
all of the necessary steps.  As such, a formal engagement 
letter, or contract, describing the expected scope of work, 
services, product delivery, fees and timing associated with 
this phase of work should be executed.

While a screening process can include a variety of steps, the 
following should be implemented at a minimum:
 
4.4.1. Production and delivery of relevant documents by the 
Project Sponsor to consultant

!e documents needed by the consultant will largely be 
determined by the type of asset in question.  For real estate 
assets, copies of deeds and other relevant legal papers, 
concession rights documents, surveys/plans/maps, site 
feature inventories (wetlands, wildlife habitat, wildlife 
species, plant communities, etc.), surrounding ownership 
plan, property tax bills, and land use regulations are some 
of the more standard documents that will be needed.  If the 
asset is forestland, then a recent timber inventory, timber 
capital value analysis, and forest management plan are 
equally important for the consultant to have.  If the asset is 
a business, financial statements, business plan(s), business-
related legal documents such as articles of incorporation or 
company registrations, are absolutely necessary.

While many of these documents may be considered to 
contain highly sensitive or confidential information, the 
PS must provide them to the consultant in order for the 
screening process, nevermind full TAV, to be completed in 
a meaningful manner.  It is not unsual for a confidentiality 
agreement to be put in place to alleviate PS concerns 
about unwanted dissemination of their data.  In fact, a 
confidentiality agreement is good protection for both the 
PS and the consultant, and allows for more open sharing of 
critical data and information.
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4.5 Step 5: Deliver Screening Process Finding(s)

Step 5 is simply when the consultant delivers their findings 
from Step 4 to the PS.  !e form of delivery will vary, 
and should be agreed upon by the parties.  If possible, it 
might be beneficial to set a time to meet, either in person 
or conduct a conference call, during which the consultant 
reports their findings and conclusions about the project’s 
readiness to proceed with TAV analysis or not.

I recommend that a verbal delivery be supplemented by 
a written report.  !ere are several advantages to having 
something in writing, perhaps the most important of which 
is documentation of the conclusions drawn at this point in 
the process.  Not only will this alleviate the potential for 
misunderstandings, but it provides documentation for both 
parties to have for future reference, whether it be to serve as 
a baseline from which to move into Step 6 if the project is 
ready to go, or a foundation to build from at some time in 
the future if the project is deemed non-ready in the present.  
!e consultant may, in their conclusions, highlight steps 
that the PS could take to make the project more ‘ready’ for 
TAV analysis.  If the PS elected to follow the consultant’s 
recommendations, it is possible that the project could be 
ready for TAV analysis at some point down the road.  In 
that case, having a document to reference when the project 
resurfaces arguably will facilitate a speedier ‘rescreening’ 
process and move the project into the substantive steps of 
TAV analysis in a more cost and time-e"cient manner.

If the consultant determines that the project is ready to 
undergo full TAV analysis, the next step is to formalize the 
remainder of the work to be conducted.

4.6 Step 6: Formalize Project Scope of Work if Project 
Viable

If a project is deemed ready for TAV analysis, and both 
parties agree to proceed, a new contract should be drawn 
up.  Just as in Step 4, the contract language should reflect 
the work to be undertaken in this phase, as well as the 
product to be delivered, fees and completion schedule.  
Most consultants will have standard contracts that they 
use for these types of assignments.  Project sponsors may 
also have contractural language with which they are 
comfortable.  !e parties should work closely to ensure that 
they execute an agreement that is clear and comprehensive 
to all.  Execution should signal that start-up of the next 
phase of work.

4.4.3. Interview of Project Sponsor

Once the consultant has had the opportunity to thoroughly 
review the collected project-data, the next step is for 
them to conduct an interview of the PS.  If possible, the 
consultant should do this in person.  In fact, it is important 
to conduct an in person interview of all key project sponsor 
representatives/o"cials, because it is likely that there will 
be more than one person with important knowledge about 
various aspects of the project, such as individuals intimately 
familiar with financials, or those who oversee the operating 
structure, and, of course, top decision-makers.

!e consultant should have full access to these individuals, 
so as to facilitate the most e"cient information-gathering 
process.  Remember, in order for the project to be 
meaningfully analyzed under TAV, the consultant must 
be fully informed and knowledgeable about any and all 
data, policies, financials, operational issues, ownership 
pecularities, etc. that the consultant determines to be of 
importance in their analysis.  Confirming data, and asking 
key questions of those with most knowledge is the surest 
way for the consultant to draw informed conclusions and, 
if the project does proceed to the next step, ensures that the 
TAV process is conducted in the most meaningful manner.  
Only in this way will the TAVP results carry the most 
weight and have the most meaning.

For a number of reasons, it may not be possible for the 
consultant to meet in person with the various individuals 
from the PS organization.  In that case, the best substitution 
is to conduct the interview, or interviews, by phone.

4.4.4. Field Inspection of Investment Asset(s) by Consultant

If the old adage ‘you can’t judge a book by its cover’ is true, 
then there is strong support for the consultant to go beyond 
a simple desktop review and conduct a field inspection of 
the project asset.  At this early stage in the TAVP, this need 
not be an extensive inspection.  Its purpose is to familiarize 
the consultant with the asset in question, and give them an 
opportunity to draw some early impressions of it.  It will 
help to inform their return trip, which should be much 
more intensive.

It is ideal for the consultant to be accompanied by someone 
from the PS organization who is intimately familiar with 
the asset, from an ‘on the ground’ perspective.  Since this 
visit will be brief, in order for it to be e#ective, touring the 
asset with someone knowledgeable about it will ensure that 
the consultant gets the most out of their time visiting.
  
4.4.5. Screening Process Conclusion

Once these tasks have been undertaken, the consultant 
should be able to draw a conclusion as to the “readiness” 
of the project for a more thorough TAV examination.  !e 
time necessary for the consultant to arrive at this stage 
will be dependent on a number of factors, including the 
time allotted for document delivery, the amount of data 
that must be desk-top reviewed, the type of project in 
question and its level of complexity, the project location as it 
relates to that of the consultant, and the consultant’s other 
commitments/business schedule. 
 
As with the delivery of documents, I recommend that the 
parties establish a deadline for delivery of the screening 
process conclusions.  !at way, the project can stay
on course.
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!is is also when the consultant identifies the non-primary 
assets associated with the project.  !ese assets should 
have evolved during the data collection process, so that 
by the end of Step 7 the consultant had a wide and varied 
list of non-primary assets considered to have potential 
for inclusion in the TAV calculation.  Here, through the 
analysis process, that extensive and comprehensive list 
should get trimmed down to those assets considered truly 
deserving of inclusion.

Some assets will be easy to value, while others will be more 
intangible and thus more di"cult – if not impossible – to 
attribute dollar value to.  Nevertheless, it is important for 
the consultant to be forthcoming with the list of assets they 
believe attribute value to the overall project.  

!is process may also result in questions or concerns being 
raised about any number of issues related to the project.  It 
is important for the consultant to get answers to questions 
that are critical for final valuation purposes.  Likewise, the 
consultant may want to raise concerns with the PS prior 
to proceeding to give them an opportunity to address the 
concerns before moving forward.  It may turn out that the 
concerns are legitimate, though unchangeable in the short-
term.  In that case, the consultant should include them 
in their final report and indicate how, if at all, they may 
influence value.  

At the end this step, the consultant should: 

Have all necessary financial, legal and economic 
data to develop an opinon of value for each of 
the identified assets to be included in the TAV 
calculation
Identify those assets, if any, that require additional 
data collection and analysis in order to determine 
value
Have identified factors that will directly or indirectly 
influence the project’s TAV
Have identified all project assets that will be 
accounted for in the TAV calculation, whether they 
have a tangible or intangible value

•

•

•

•

4.9 Step 9: Valuation of Asset(s) 

!is will likely be a complex, multi-valuation technique 
undertaking.  In all likelihood, it will involve determining 
the value associated with each of the identified assets so that 
their independent values can be integrated into a final Total 
Asset Value conclusion.

In the event that the consultant determines that a use or 
asset not considered in the PS-supplied business plan should 
be considered, one of three approaches can be taken.  !e 
first option would be for the consultant to themself, or 
through engagement of an expert, determine the asset(s)’ 
contributory value.  !is work should be considered 
outside the scope of work set forth in the contract, and 
an agreement would need to be reached as to the cost and 
timing associated with producing this work.  !is will vary 
depending on how many non-primary assets are identified 
by the consultant for which this type of valuation is needed.  

!e second option is for the PS to supply the use or asset 
value of the identified non-primary asset to the consultant 
for integration into their overall valuation analysis.  A caveat 
to this, however, would be that the consultant would not be 
held responsible for the supplied data and conclusions.  !is 
approach rests on the assumption that the non-consultant 
generated data would be incorporated by reference at the 
direction of the PS.

Finally, the third option would be to use a “book-value” 
valuation, where the value is based on existing secondary 
information on the same type of product or service being 
produced/traded in other locations.  !is is the least 
accurate, but most time and cost-e"cient option of
the three.

4.7 Step 7: Data Collection 

!e groundwork for data collection was laid during Step 4’s 
delivery of documents process.  !e consultant should have 
received a great deal of data and documents specific to the 
project.  However, it is possible that the consultant’s desktop 
review or interviews of key PS o"cials revealed additional 
documents that they might now seek access to.  In addition 
to project-specific documents, the consultant will also 
undertake research and data collection of all other relevant 
information that will be needed to conduct TAV analysis.  
While collecting data, the consultant should also begin 
identifing the non-primary assets of the project.

During Step 7, the consultant will likely be engaged in the 
following principle activites:

Requesting additional documents from PS
Conducting follow-up in-person interviews of key 
project sponsor o"cials
Conducting more extensive field inspections of 
project
Conducting on-line research
Conducting phone interviews of experts
Conducting in-person interviews of experts
Identifying all other project assets not considered the 
‘primary’ asset under valution

While the data collected in this step will be directly tied 
to the type of asset in question and the PS’s objectives, the 
consultant will likely compile information on the following 
macro-issues:

Legal
Regulatory
Physical
Economic
Demographic
Political
Industry Sectors/Market Segments
Environmental and Social Considerations
Production Logistics and Operations
Organization and Management Factors

•
•

•

•
•
•
•

•
•
•
•
•
•
•
•
•
•

Technical Aspects
Availability of business managers, industry 
professionals, skilled and non-skilled labor as 
required by the project
Investment-Structuring Instruments & Vehicles: 
financial returns under di#erent scenarios; legal 
issues related with the proposed instrument/vehicle; 
Tax issues for local and international investors 
Risk(s) and Risk(s) Mitigation
Proposed Control, Monitoring and Reporting 
Systems to investors and founders (financial, social 
and environmental variables)
Exit Strategies
Implementation Timeline for similar projects 

It is important to emphasize that all of the project-specific 
information used to make the TAV analysis should 
be supplied by the Project Sponsors. Once all of the 
necessary data is collected, interviews conducted, and field 
inspection(s) completed and the consultant is satisfied that 
they have everything they need to begin analyzing the data, 
then the data collection phase can be considered complete.  
However, it is possible that once the analysis process begins, 
additional data collection will be necessary.  !is should not 
be seen as atypical or problematic, but very much a part of 
the TAV process.  Data collection is often the most lengthy 
and time-consuming part of TAV analysis. 

4.8 Step 8: Data Analysis 

Data analysis involves the meticulous process of reviewing, 
integrating and applying the collected data in a manner that 
provides meaning to the project.  !e consultant will meld 
project-specific data, like financial statements, business plans 
or site feature inventories, and non-project specific data, 
such as the political climate of where the project is located, 
relevant laws, or economic conditions, to start to better 
understand how the proposed project and its investment 
parameters are influenced by outside factors that will be 
important to potential investors.

•
•

•

•
•
•

•
•
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Internationally, there are several commonly accepted 
methods for determining the value of one or more assets.  
Quite often, asset valuation involves more than just real 
property or just personal property interests.  In many cases, 
businesses are being evaluated for liquidation, merger, 
acquisition, refinancing or disposition purposes.  One 
way of determining the value of an asset is to invoke the 
so-called Asset-Based Approach, which is described as “a 
general way of determining a value indication of a business, 
business ownership interest, or security using one or more 
methods based on the value of the assets net of liabilities.” [12]

When analyzing business-related assets, it is common to 
talk about the Total Assets of a Business (TAB).  TAB is 
defined as “the tangible property (real property and personal 
property, including inventory and furniture, fixtures, and 
equipment) and intangible property (cash, work force, contracts, 
name, patents, copyrights, and other residual intangible assets, 
to include capitalized economic profit) of a business.” [13]

When analyzing income-producing assets, the investment 
method, or income capitalization approach, is often 
invoked.  !is is a valuation procedure that capitalizes 
expected future income or utility as a basis for estimating 
the market value of the subject asset. !e underlying 
assumption is that the investor will pay no more for the 
subject asset than would have to be paid for another asset 
with an income stream of comparable amount, duration, 
and certainty.[14]

!e type of value to be measured must be clearly identified 
by the consultant early on in the project.  It should be 
clarified in the discussion with the PS about the project 
objective.  !e methodology for calculating various asset 
values will be selected by the consultant.  For projects with 
multiple assets that need to be considered and valued, it is 
highly likely that di#erent valuation methodologies will be 
employed to ascertain the individual asset values, but that 
the final value estimation will be derived by application of 
the income capitalization approach.

[12] Ibid. 
[13] Ibid.
[14] Ibid.

Please be mindful that there will likely be many types of 
assests identified as having an influence on the project’s 
value for which no dollar value can be determined.  !is 
may be because the asset is an intangible asset, or that 
it is of such an unusual type that there is no traditional 
methodology for capturing its value.  Certainly the 
inability to assign a dollar value to an asset can be seen as 
undermining the asset’s true total asset value.  However, 
it is possible to capture the influence the asset has on the 
project’s value in other ways that convey the essence of its 
influence.  Perhaps the asset has a risk mitigation influence, 
or a conservation influence.  Depending on where you are 
in the world, and the di"culty of associating a dollar value 
with certain assets, it is nonetheless important to identify 
all critical assets and include them, either with direct dollar 
values or implicity through narration about other ways they 
influence the investment’s overall value, in the discussion of 
the asset’s total value.

In its simplest terms, the Total Asset Value will be the 
arithmetic sum of the identified assets’ individual values.  
!at said, there are many di#erent approaches to value, 
and those approaches reflect the type of asset being valued.  
Below is a brief summary of select types of assets, values and 
valuation methods and concepts: 

Non-market bases of value include valuations of property 
that may be based on considerations of the economic utility 
or functions of a property other than its ability to be bought 
and sold by market participants, or the e#ects of unusual 
or atypical market conditions. !is can include, among 
other things, special value, which is defined as “Special value 
relates to an extraordinary element of value over and above 
market value. Special value could arise, for example, by the 
physical, functional, or economic association of a property with 
some other property such as the adjoining property. It is an 
increment of value which could be applicable to a particular 
owner or user, or prospective owner or user of the property, 
rather than to the market at large; that is, to a purchaser 
with a special interest. Special value could be associated with 
elements of going concern value. #e valuer must ensure that 
such criteria are distinguished from market value, making clear 
any special assumptions made.”  [6]  

Property with trading potential, or specialized trading 
properties, are properties such as hotels, petrol stations, 
restaurants, and the like, and may be valued at market 
value, recognizing that assets other than land and buildings 
alone are included. !ese properties are commonly sold in 
the market as an operating package that may make separate 
identification of the value of the land, building, personal 
property, intangible assets, and business itself di"cult
or impossible.

[6] Ibid.

When talking about asset value in the context of businesses 
it is typical to talk about Value of the Total Assets of a 
Business (VTAB), which is “the value of a going concern 
(business enterprise).” [7] Business valuation is, then, “the act 
or process of determining the value of a business enterprise or 
ownership interest therein.”[8] 

Related is the concept of going-concern value, which is 
“the value of a business enterprise that is expected to continue 
to operate into the future. #e intangible elements of going-
concern value result from factors such as having a trained work 
force, an operational plant, and the necessary licenses, systems, 
and procedures in place.”[9]

Goodwill is that intangible asset arising as a result of name, 
reputation, customer loyalty, location, products, and similar 
factors not separately identified.  Goodwill value is the value 
attributable to goodwill.[10]

Intangible assets are the non-physical assets such as 
franchises, trademarks, patents, copyrights, goodwill, 
equities, mineral rights, securities, and contracts (as 
distinguished from physical assets) that grant rights and 
privileges, and have value for the owner.[11]

!e market approach rests on the concept that value is 
based upon the use of data that reflects market transactions 
and reasoning that corresponds to the thinking of market 
participants; a general way of estimating a value indication 
for an asset using one or more methods that compare the 
subject to similar assets that have been sold.

[7]  Ibid.
[8]  Ibid.
[9] Ibid. 
[10]  Ibid.
[11]  Ibid.
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4.10 Step 10: TAV Conclusion 

!is step should involve the preparation of a written 
report or document setting forth in some level of detail 
the above steps and the various assets included in TAV.  
It should document the TAV for the project sponsor, 
as well as potential investors in a way that is helpful in 
making decisions about proceeding with the possibility of 
formalizing an investment deal.

Although each consultant will personalize their report, at a 
minimum the following information should be included:  

A general description of the project, which the 
company and the sponsors (managers/owners) should 
provide, in order to help the reader understand 
the main characteristics of the business and the 
experience of the sponsors
Location of the Project 
Description of investment amount and parameters
Description of anticipated use of investment capital
Description of the primary asset
Description of non-primary assets
Discussion of primary and non-primary value 
contributions
Identified risks and mitigation measures
Total Asset Value

•

•
•
•
•
•
•

•
•
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Successful investing requires not only that an asset’s “total 
value” be fully understood, but the way in which the 
investment is structured be appropriately designed in light 
of a host of investor-related criteria.  For this reason, the 
US-based law firm of Ropes & Gray, LLP provided the legal 
information below.  
 
5.1 Domestic And International Considerations [1]

Structuring an investment by socially responsible investors 
in sustainable forestry projects requires consideration of 
several inter-related factors, among which e"cient intra-
jurisdictional tax planning can be significant.  !is brief 
overview focuses on the following considerations that 
usually a#ect the manner in which international private 
investors structure a cross-border investment outside of 
their country of tax residence: (i) the expected period for 
the investment and whether the investor’s return is expected 
to derive from on-going cash flows or on realizing capital 
gain upon the sale of the investment; (ii) projected profit 
and loss over a 5 to 10 year period and the point at which 
the project’s earnings are net positive; (iii) the country of tax 
residence of each investor and whether each is a taxpayer 
in its residence country or is tax exempt; (iv) the available 
local legal entities for holding the investment and the local 
tax regime applicable to each alternative entity; and (v) the 
potentially applicable withholding taxes or other constraints 
on payments from the investment.

[1] !is section is the work of Ropes & Gray, LLP.  

5.1.1 Underlying Economics of the Investment

Tax planning begins with the underlying economics of the 
investment reflected in projected statements of income, and 
expense and balance sheets.  !is will determine whether 
tax planning is necessary to utilize tax losses or to minimize 
tax on positive income. While a socially responsible investor 
may be restrained in minimizing tax, many do not equate 
paying taxes to making a directed socially responsible 
investment and therefore seek to minimize taxes within the 
bounds of the law.

Chapter 5

Socially Responsible Cross-Border Investment Structuring

IRS CIRCULAR 230 NOTICE
To ensure compliance with requirements imposed by the IRS, we 
inform you that any U.S. tax advice contained herein is not intended 
or written to be used, and cannot be used by any taxpayer, for the 
purpose of avoiding U.S. tax penalties.
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While taxation is not the primary factor in a socially 
responsible investor’s decision to make an investment, 
excessive taxation can frustrate an investment and reduce 
returns below an acceptable point.  For this reason, a 
protocol directed at attracting private investment capital, 
whether taxable or tax exempt, should include tax planning 
that takes account of the needs of the various investors.

5.2 Charitable Techniques: Conservation Easements & 
Planned Giving

5.2.1 Conservation Easements (CEs) 

I spend a great deal of my time working with clients who 
want to conserve their property.  Although there are many 
ways to go about protecting one’s property, the most 
permanent way to do so is - at least in the US - by using an 
instrument called a conservation easement (or conservation 
restriction) (CE).  When a property is protected by a 
CE, it is considered to be a ‘forever’ decision.  !ere are 
many important things to consider when undertaking 
conservation planning, both in terms of achieving the 
desirable outcome for the client, but equally in terms of 
determining the appropriate valuation protocol to apply in 
order to prudently determine the ‘value’ associated with
the CE.

One way for clients to receive a financial benefit from 
conserving their land is to donate the CE to a qualified 
non-profit organization, such as local or regional land trust.  
By donating the CE in accordance with Internal Revenue 
Service criteria, the owner/donor avails themself of possible 
income tax charitable gift deductions.  !e value of the gift 
is arrived at through a methodical appraisal process, and is 
directly tied to the legally permissible, physically possible 
uses of the property under examination in light of relevant 
market dynamics.  For clients with significant capital gains 
events, or those considered to be high net-worth, donating a 
CE is often a well-thought out part of their overall financial 
planning strategy.

!e financial benefits achieved through this process are 
some times taken into consideration by buyers and sellers 
of properties who factor in the “CE donation” value to the 
overall acquisition cost (the CE value is seen as “buying” 
down the actual purchase price) or disposition capital 
gain tax (the CE value can be used to o#set the gain from 
the sale of the property post-conservation).  US-based 
Timberland Investment Management Organizations are 
also realizing the benefits of conserving their forestland.  
!is is a complex area of asset planning, and as such should 
be done with the help of a professional team of legal, 
financial, land planning and real estate valuation advisors. 
  
To my knowledge, the concept of a CE, and associated 
charitable giving benefits, is unique to the US and its 
residents.  I do not know of any non-US located CE projects 
for which tax benefits were received by the donor, but it is a 
concept that results in a tremendous amount of forestland 
conservation in the US. While the details would certainly 
have to be worked out, I believe that there is a global role 
for CEs and the associated charitable tax deduction benefits 
they can produce. 
  
Carolyn Osteen of Ropes & Gray, an experienced attorney 
who specializes in charitable giving issues, and I talked 
about how to use US-based dollars to finance cross-border 
conservation e#orts.  I asked her if a US-taxpayer owned 
a piece of real estate in Peru and donated a CE on it could 
they benefit from a tax deduction like they would if the 
property were located in the US?  At this time, she said, “the 
code would not allow for such a deduction.”  Based on my 
work with HNWI in the US, as well as conversations with 
non-US HNWI looking for ‘green’ or socially responsible 
international investment opportunities, this concept 
has great appeal.  !erefore, I believe it is deserving of 
consideration on a global scale, as tax sheltering vis-à-vis 
charitable donations of CEs is highly attractive to high 
networth individuals.

!e economic objectives of the investor will also a#ect its 
structure.  Investments aimed at generating substantial on-
going cash flows from operations (a model used frequently 
by multi-national corporations) may be structured 
di#erently from investments in which profits as well as 
appreciation builds inside the investment to be realized 
upon sale of the investment (a model more frequently 
utilized by venture and private equity investors).  For 
example, intercompany debt is more frequently used to 
capitalize investments in the multi-national model, as cash 
generated from operations can be paid out of the local 
jurisdiction as principal and interest payments on such debt.  
!e multi-national model also often calls for payment of 
cash dividends out of the local jurisdiction.  In the private 
equity context, dividend payments are relatively unusual 
(because cash flow is used to service debt incurred to make 
the investment).  Local taxation of dividends and interest 
payments, as well as local rules governing the deductibility 
for tax purposes of interest expenses can also a#ect the use 
of these various approaches.
 
5.1.2 Projected Profit and Loss Over the Investment Period

!e basic goal of cross-border income tax planning is to 
avoid or mitigate international double taxation (by both 
the country where the investment is located (or source 
country) and the investor’s country of tax residence country 
(the residence country)).  !us, while it may be acceptable 
for the income to be subject to tax by the source country 
or the residence country (or both if the residence country 
gives a credit for source country tax), double taxation may 
unacceptably reduce the return compared with a domestic 
investment and frustrate the cross-border investment even 
by a socially responsible investor.

5.1.3 Tax Characteristics of the Investor

!e tax characteristics of the investor are important.  An 
investor that is tax exempt in its residence country, often is 
taxable in the source country.  In some residence countries, 
such as the United States, a resident taxable investor may 
be able to credit source country income taxes. For these 
reasons, the e#ective rate of tax imposed by the country 
where the investment is located (including by political 
subdivisions) is an important factor.

5.1.4 Local Legal Ownership Vehicles and Tax Regime

Determining what local legal entities may be used to hold 
and operate the investment is often a threshold question.  It 
is important to select an organizational form that protects 
the limited liability of the investors, while being cognizant 
of whether an entity-level tax will be imposed on the 
investment vehicle by the local jurisdiction.  In addition, 
certain localities have rules regarding foreign ownership 
of real estate that may strongly influence the choice of 
organizational form.  Consultation with local counsel is key 
to making appropriate and informed decisions regarding 
choice of investment entity.

Local counsel is also central to advising the investment 
pool (or, more often, its investment manager or advisor) 
regarding local tax regimes that are likely to a#ect both 
how the investment is structured and how its on-going 
operations will be treated.  For example, jurisdictions in 
which tax is imposed based on net income raise di#erent 
issues that jurisdictions that impose consumption-based 
taxes such as a value added tax.  

!e level of taxation imposed by local tax regimes may be 
a#ected by the residency of the investors themselves, as 
well as the way in which the investment is owned.  Many 
countries have entered into bilateral income tax treaties with 
other jurisdictions, and these tax treaties serve to alter the 
rules that would otherwise govern the relationship between 
a local jurisdiction and a non-resident of such jurisdiction.  
It is therefore important to consider the residency status of 
the investors and to determine if an applicable tax treaty 
makes certain structural alternatives more or less favorable.
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!is idea does run afoul somewhat of the wise words 
from Peter Stein, an expert conservation-deal orchestrator, 
cautioning nonprofits about getting in over their heads in 
trying to act as in investment fund manager when they 
may not be equipped to understand all the necessary issues.  
However, here the donors are not looking for a traditional  
return, rather they are receiving their return in the form 
of a charitable gift deduction.  !is, therefore, reduces the 
nonprofit’s need to act as a fund manager, while allowing 
them to continue to act has fund distributor, ensuring that 
key projects and programs are adequately financed. 
  
!e underfunding of RFMT managed forests is, as 
admitted by WWF, preventing the World Bank/WWF 
Alliance’s goal of responsible management from being 
realized.  Finding adequate funding for these businesses 
is critical to their meeting that goal.  Perhaps setting up a 
RFMT Fund could help attract much needed capital to help 
with the long-term investment needs of these businesses.  
Without the added pressure of high rates of return that 
typically attach to private investment dollars, this would 
allow the operation to be managed free of financial 
performance pressures for at least the start-up period.

5.2.3 Donor-Advised Funds

Planned giving and charitable giving are critical financial 
components of our society today.  Donor-advised funds 
(DAFs) are one of the fastest growing strategies for 
charitable giving.  Contributions to the Fidelity Charitable 
Gift Fund, the nation’s largest, were a record $1.1 billion 
at the end of August 2006, up 22% over the previous year.  
!e other two giants – the Schwab Charitable Fund and 
Vanguard Charitable Endowment Program – reported 
similar record inflows, the result of a strong stock market 
and a growing interest in philanthropy.  Seeing this trend 
as a way to attract and retain coveted high-net worth 
customers, just about every company that o#ers mutual 
funds now o#ers DAFs too.  
 
!at said, DAFs have been around for decades, but their 
popularity didn’t skyrocket until financial service companies 
lowered the initial contribution limit.  You can now open a 
DAF with as little as $5,000.  DAFs o#er a defense against 
taxable events, such as selling a company or a piece of 
property, or more commonly o#-loading highly appreciated 
securities.  By donating the appreciated stock to a DAF, a 
donor can avoid the tax bite and benefit from a deduction 
that could be used immediately or carried forward over 
five years.  !e ease of using appreciated assets to fund an 
account is why some 70% of the contributions to Fidelity’s 
charitable fund are in the form of securities.  DAFs also 
provide a tax-smart stash for future donation dollars.  For 
example, it might make sense from a tax standpoint to 
unload an unappreciated security, but you’re not sure what 
cause you’d like to support.  Once you open a DAF, you can 
take the deduction immediately and decide where to donate 
later.  !is “contribute now, distribute later” strategy is 
especially useful to people approaching retirement.

5.2.2 Planned Giving

In 2005, Americans donated $260.28 billion, according to 
Giving USA.  Contributions came from: Individual, 76.5%; 
Foundations, 11.5%; Bequests, 6.7%; Corporations, 5.3%.  
Contributions were divided into the following categories: 
Religion, 35.8%; Education, 14.8%; Human Services, 
9.7%; Health, 8.7%; Gifts to foundations, 8.3%; Arts, 
culture and the humanities, 5.2%.  Financial planners have 
noticed that allocating money specifically for charitable 
giving by creating financial plans makes people more likely 
to give. 

Planned giving is another charitable form of investing in 
responsibly managed forests outside of the US by US-based 
investors.  Rather than make an equity investment for 
which standard returns would be required, it is possible to 
think of leveraging responsible forestry practices by making 
a donation to a qualified nonprofit organization, like WWF, 
with the intent that the donation be utilized for responsible 
forestry investment projects. 

For example, I received a mailing from an international 
NGO asking me to donate to its Whale Nursery program.  
!e program was aimed at protecting critical whale birthing 
habitat o# the coast of Mexico, but my donation to the 
US-based NGO allowed me to take a tax deduction against 
my current year’s income.  By comparison, perhaps WWF, 
through its GFTN initiative, could establish a responsible 
forestry fund to which donors could make contributions.  
It is possible that the fund could announce the names of 
receipients – responsible forestry companies – so that donors 
could learn more about where their contribution dollars 
were being spent.  !is is already being done by numerous 
US-based non-profit organizations, where donors can 
actually select the charity of their choice and pledge their 
contributions to a specific cause.

On this issue, I again turned to Carolyn for her expertise.  
I asked her how, if at all, US-taxpayers could finance 
responsibly managed forestry businesses in economically 
depressed areas, like Bolivia or Peru, where funding 
is di"cult to come by.  “Wouldn’t it be an appealing 
alternative,” I asked, “if rather than investing equity and 
receiving a return, interested investors had the choice 
of using a tax shelter?”  Perhaps, rather than investing 
US$3,000,000, investors would rather make charitable 
donations in that amount for which they could take tax 
deductions.  For some, o#setting gain in a particular year 
or years can be seen just as, or even more, favorable a way of 
investing in nature. 
  
Carolyn suggested that the best approach would be to start 
by working with established nonprofits who have experience 
in the international arena, like WWF, because they are 
already established, and would not raise IRS concerns 
about the donation going to a qualified organization.  
Furthermore, these organizations are already likely to be 
invested in international projects for which private funding 
is needed. 
  
By way of example, perhaps WWF could establish an 
initiative or program for receiving these types of donations 
that would be earmarked for use in certain regions, and/or 
for certain types of projects/investments.  If, at some point, 
these funds grew too large, the established nonprofit could 
then spin o# the program and recreate it as a new, separate 
nonprofit.  At that point the new entity would have some 
history and support, and would be much more likely to be 
accepted by the IRS for qualification purposes.
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5.3 Examples Of Conservation-Based Investment 
Structuring

Conservation-oriented deal structuring is neither a new 
concept, nor one with limited options.  In his recently 
published book Investing in Nature, William Ginn, Director 
of !e Nature Conservancy’s (TNC) Forest Conservation 
Program,  presents a number of examples of what can be 
accomplished when the business and conservation worlds 
collaborate to find successful ways to conserve important 
natural resource assets while still showing a profit.  On a 
macro-level, Ginn addresses three market-based tools for 
achieving conservation. 

5.3.1 Conservation Investment Banking (CIB): Rio Condor 
Project

!e first he calls “Conservation Investment Banking” 
(CIB), which includes swapping debt for nature, partnering 
with private capital, lending money linked to conservation, 
environmentally and socially responsible investors, and 
working with bankrupt/defaulting companies.  His case 
studies under this umbrella range from Maine, to New 
York to Chile.  Ginn writes that CIB is about finding 
and deploying capital to growing businesses that have a 
conservation business ethos.  Conservation investment 
banking, much like its cousin socially responsible investing, 
focuses on using capital to obtain conservation results while 
meeting business needs. [2]

[2] Ginn, William J 2005.  Investing In Nature.
[3]  Ibid.  

An example of CIB in action is the Chilean bankruptcy and 
biodiversity case study that Ginn writes about.  In the early 1990s 
Trillium Corporation purchased 850,000 acres in Tierra del Fuego.  
Known as the Rio Condor project, the acquisition was touted as 
being the first “sustainably managed natural forest business” 
in Chile.  The area comprised thousands of acres on the Straits 
of Magellan straddling Argentina and Chile, represented some 
of the only southern beach forests in the world, and had never 
been harvested.  The project ran into political and economic 
obstacles, which led to its default on $30 million in notes owed to 
investors and lenders. (IIN 59)   The “fine art” as Ginn describes 
it of buying defaulted notes is a special realm of the investment 
banking business in which only big and strong investment banks 
play.  In 2004, Goldman Sachs, one of those big players, devoted 
$5.7 billion dollars to this business.  In February 2002, Goldman 
acquired a portfolio of distressed debt from Capital Consultants, 
a financial company in the US in liquidation.  Within that portfolio 
was a package of delinquent notes of the Trillium Corporation and 
related entities that were secured by the forestland in Chile as well 
as a sawmill in Punta Arenas, Chile, and additional forestland in 
Argentina.  While many investment bankers would have overlooked 
the ecological value of these lands, Hank Paulson, at the time 
Goldman’s conservation-minded chairman, did not.  Paulson 
approached TNC and asked if they would help him “understand 
the full value, including conservation resources of this 850,000 
acres?”  TNC said yes.  A conservation plan emerged from 
TNC that helped Goldman determine the fate of the land.  After 
understanding the extraordinary ecological value and the vastness 
of the wilderness area, Goldman announced that it intended to 
give the property to an international conservation organization for 
stewardship.  Goldman publicly stated that it “did not originally 
intend to acquire this land.  But having acquired the notes secured 
by the properties, it explored a number of options to monetize 
both the notes and the properties secured by the notes including 
the sale of the land.  But on further analysis, given the unspoiled 
nature of the tract of the land, the Firm determined that this was 
a unique opportunity to permit the ecologically important key 
features of the land to be conserved for the future, reflecting the 
viewpoint of the Firm’s senior management.”  Goldman further 
indicated that it would take a deduction for its contribution against 
its U.S. taxes as one way to make sure it gave a partial return to 
shareholders. [3]

Giving away your goods doesn’t mean you give up control 
as well.  You can recommend how you want the assets 
invested.  Most firms o#er a spectrum of investment 
options, targeted for varying degrees of risk.  !e invested 
assets grow tax-free.  When you use these vehicles 
strategically, you can reduce the tax you pay personally but 
increase the amount of money the charity gains. 
  
DAF money may be distributed to any of the more than 
1.4 million public charities recognized by the IRS.  Donors 
can choose to support the fight to cure cancer, or an 
estuary in their local community that has been identified 
as the regionally most important waterfowl concentration 
area.  If you like to provide seed money for a project, this 
is just the way to do it.  As an example, one donor wanted 
to jumpstart an orphan project in his former high school, 
but Fidelity didn’t have the school on the list of registered 
charities.  No probem; Just because it isn’t there doesn’t 
mean you can’t donate.  Fidelity did the legwork and got the 
school registered.  And, unless you state otherwise, when 
you make the grant, the beneficiary gets a note stating the 
donation has been made on your behalf.  
 
DAFs have become a powerful educational tool in 
teaching others to give.  Grandparents can open a fund 
for their grandchildren that reduces the size of their estate, 
provides tax deduction, and o#ers an opportunity for 
their grandchildren to get into the habit of giving.  And 
when funding a DAF, grandparents aren’t restricted by the 
$12,000 per grandchild  (or per person) limit.

Many families pool their financial resources that are 
earmarked for charity into one DAF and have an annual 
meeting to decide how to allocate it.  Some families even 
set up websites and solicit grant requests.  One family 
has turned the discussion of DAF disbursement into a 
!anksgiving tradition.  Each of the three teenage children 
is allowed to give one $250 grant each year.  It sparks 
discussion about what they care about: open space they hike 
on the weekends, the humane society that took the sick bird 
they found on the hike, the homeless man at the stoplight 
they saw on their way home from school.  It makes them 
think about things other than themselves. 

Planned giving and charitable giving are two potentially 
viable ways to generate from US donors the much needed 
capital for underfunded, responsibly managed forest 
operations in Latin America.  !is approach has the ability 
to attract significant amounts of money in an on-going and 
sustained manner.  It is, however, a complex endeavor which 
requires input and direction from legal and tax advisors 
well-versed in these areas.  Nevertheless, it is an alternative 
that should be explored and possibly implemented by 
NGOs well-positioned to undertake the endeavor.
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5.3.2 Developing New Markets for Environmental Services 
(DNMES): Noel Kempff Mercado National Park

Ginn’s second market-based approach is called “Developing 
New Markets for Environmental Services” (DNMES).  
Here, the idea is to create new markets for nature’s goods 
and services.  !ese markets range from carbon credits to 
protect forests, to the creation of nature resource-based 
banks, like grassbanks, forest banks, and water banks. [8]

Of particular relevance and interest is Ginn’s Bolivian-based 
carbon and forests case study. [9] In the early 1990s Dan 
Quinn and Hermes Justiniano, conservationists working in 
Bolivia, recognized the threat to the future of Noel Kemp# 
Mercado National Park.  After more than 10 years of work 
to strengthen the park’s management, commercial logging 
around the protected area continued to bite into the critical 
bu#ers surrounding the park.  Over 1.5 million acres of 
adjacent land was now endangered by the government-
granted logging concessions which, at the time, had few 
controls on harvesting, and over 500 kilometers of new 
roads cut through the forest. 

High-grade mahogany cuts occurred first, followed 
by second harvests for lesser known native species.  
Additionally, the land clearing was facilitating settlement 
from nearby Santa Cruz and Brazil; a trend physically 
observable today.  Without a major e#ort, Quinn and 
Justiniano realized that the opportunity to expand the park 
to ecologically viable boundaries would be forever lost.  
However, there were significant monetary costs to halting 
the logging and bringing the land into the national park 
system.  !e government was collecting timber fees and 
loggers were employed in the industry.  Both would have to 
be compensated, but how?

[8] Ibid.  
[9] Ibid.

!en, up stepped the concept of carbon credits.  Carbon 
Mitigation has breathed new life into conservation and 
sustainable management.  !e key underlying concept is 
the recognition that by preventing commercial logging 
substantial releases of carbon into the atmosphere are 
prevented, o#setting emissions from other sources such as 
coal burning electric plants.  If it could be demonstrated 
that conserving forests reduced the amount of carbon 
released into the atmosphere, then forest conservation 
might become a cornerstone in a global ‘natural resource’ 
marketplace – whereby “credits” for reducing carbon 
emissions or sequestering carbon would be created.  !ese 
credits could then be purchased by companies needing to 
reduce carbon emissions.

!e recognition that the environment is providing critical 
services to a healthy economy is a new key concept in the 
e#ort to engage business in conserving “natural capital”, 
which provides a stream of benefits to society just like 
financial or industrial capital.  As Brian Richter and Sandra 
Postel have observed “to date, the economic benefits of 
ecosystem conservation have largely been ignored because 
most of nature’s life-sustaining services are not valued in the 
marketplace…As a result, we are prone to squandering the 
wealth of nature without ever tallying the losses.” [10] 

In 1997, with an initial investment of $9.6 million, a 
consortium of investors, led by American Electric Power 
(AEP) and joined by PacifiCorp and British Petroleum 
(BP), supplied Justiniano’s group, a Bolivian land trust 
called Fundacion Amigos de la Naturaleza (FAN), with the 
resources to purchase and retire the logging rights on 1.5 
million acres of forestland adjacent to the park – e#ectively 
doubling the park’s size.  !e project is anticipated to 
prevent the emission of 7 million tons of carbon (over 25 
million metric tons of carbon dioxide) during its 30 years.  
!e stakes are high, for worldwide deforestation from 
logging contributes nearly 25% of annual carbon
dioxide releases. [11]

[10] Ibid.
[11] Ibid.  

Another relevant example of CIB is environmentally and 
socially responsible investing.  Peter Stein, a partner with 
the NH-based timberland investment firm Lyme Timber 
Company, has been actively involved with conservation-
related forest investment funds for over twenty years.  Prior 
to joining LTC, Stein worked for the Trust for Public Land 
(TPL) and witnessed firsthand the potential in working 
with private companies on forestland deals.  Since Stein 
joined LTC, every transaction completed has honored 
conservation as a part of its purpose.  Some 50 deals have 
been timber deals where the unique blend of private capital 
and conservation interest has created a good investment
for both. 
  
In 2002, LTC raised a new investment fund of $65 million 
to advance its work in conservation forest investment.  
Stein recalls, “We could have raised $100 million if we 
wanted.” [3]  It took 90 days and $19,000 to raise the fund, 
an amount the firm believed it could judiciously spend 
over the following 3 years.  Conservation-based investment 
funds have been tried with limited success by nonprofit 
groups.  In Peter’s opinion, “investors don’t trust nonprofits 
to invest their money.  We have a track record of delivering 
superior returns, and nonprofits don’t have the investment 
skills. What they do have are good conservation skills, so 
we partner with them on that and we analyze and manage 
the forest investment.” [4]  Lyme has done deals nationwide, 
but Stein admits that “to be successful you need local 
knowledge, good conservation partners, and a track record 
of delivering returns to investors.” [5]  Lyme is expanding 
out West where it is purchasing ranches.  Stein notes that 
the same business model applies, where ranches can be 
bought in partnership with conservation using easements 
that limit development but allow for a working landscape.  
“It is e"cient financially for conservation because they are 
leveraging o# our equity capital, and it’s good for us because 
we are expanding our money with conservation capital.” [6]

[3] Ibid.
[4] Ibid. 
[5] Ibid.  
[6] Ibid.  

LTC is not alone.  John Tomlin, a former venture capitalist 
known for his work in private equity with the Vista Group, 
is now raising capital to invest in sustainable forestry 
ventures in partnership with conservation groups.  !e 
serious health problems of his first-born child prompted 
Tomlin to take time away from the fast-paced life of a 
venture capitalist to spend time with his family.  It gave him 
time to reflect and reprioritize.  He began looking around 
for business ideas where conservation and private capital 
markets could work together to solve problems, and he 
stumbled onto sustainable forestry as a great opportunity 
to test his concept.  He founded Conservation Forestry, 
LLC, which he believes will be the preeminent timberland 
investment fund manager for conservation-related forestry 
transactions.  !e concept is to create an investment 
management organization that aligns private equity with 
conservation capital for the purpose of acquiring and 
managing large forest landscapes.  !e investment fund 
would do so in a manner that maintains and enhances 
the conservation values of the forests while providing 
competitive return to the investors. [7] 

!is approach lowers the acquisition cost for private 
investors purchasing timber properties by monetizing 
the conservation values of the timberlands at the point of 
acquisition through a sale to the conservation partners.  
!e investment returns, therefore, are based on sustainable 
timber cash flows instead of speculative development values 
in later years.  !is approach allows conservation groups 
to take advantage of large-scale timberland transactions in 
which the costs of acquisition would have been prohibitive 
for one reason or another.  With the ability to bid together 
with CF, these groups can operate on a large scale but 
commit the funds necessary to protect the conservation 
values they want.  CF, in turn, sees this as a way to lower 
risk to its investors because they will lock in payment for 
conservation values upfront, and then benefit from access 
to attractive opportunities through the conservation 
community’s deal network when it is time to exit.

[7]  Ginn, William J 2005.  Investing In Nature.
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!at said, it seems unlikely that the carbon saved by this 
project will have an immediate market value because of the 
continued opposition to the treaty by the US government.  
Nevertheless, E. Lynn Draper, AEP’s president and CEO 
at the time saw the investment as a way for the company to 
prepare itself for carbon markets in the future.  Although 
none of the investors had significant business interests 
in Bolivia, the companies believed in the breathtaking 
conservation vision and wanted to have a seat at the 
negotiating table as carbon-and climate-related issues were 
debated in Congress and other forums. [12]

In an economically challenged environment like Bolivia, 
strategies to achieve real carbon mitigation have to extend 
beyond real estate transactions.  An endowment fund, 
as well as a move toward commercial green products 
and sustainable development are other initiatives that 
have been instituted to protect Noel Kemp#.  FAN has 
hired approximately half of the park guards from local 
communities, tapping into their knowledge of the area 
and their ability to explain conservation principles to 
other community members.  Additionally, the project 
has established revolving funds for micro-enterprises, 
such as heart-of-palm plantings and agroforestry.  Most 
importantly, the project helped local communities attain 
legal status as indigenous peoples, and secure land tenure 
rights around their villages.

[12] Ibid.  

5.3.3 Incentive-Based Financing 

!e third approach Ginn espouses is the “Incentive” based 
approach.  Incentive-based financing is premised on the 
demand-side of economic theory, and the notion that by 
working with customers a demands for green products, 
harvested sustainably can be created which, in turn, will 
require businesses to adopt conservation-oriented natural 
resource management policies. [13]  Green consumerism is at 
the heart of this idea.

But, incentives also include tax credits and deductions that 
encourage companies to do the right thing.  Or, financial 
incentives for conservation – grants and payments linked 
to conservation management – that encourage companies 
and landowners to manage for endangered species and 
implement wildlife conservation practices.

[13]  Ibid.
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!is project started with the expected participation of two 
pilot forest companies, one in Peru and one in Bolivia.  !e 
companies were selected by WWF based on past working 
relationships, importance of each company in its respective 
local market as well as to the larger, global timber industry, 
and acknowledged need for financial infusion.  Due to 
unfortunate circumstances, the Peruvian-based pilot 
company was not fully integrated into our TAV analysis.

!ere were several reasons for this, all of which helped us to 
learn what “not to do” the next time around.  As a result, 
we felt that developing a “lessons learned” section in which 
we could further explain our experiences in hope of helping 
others avoid these pitfalls would be useful.

Chapter 6

Lessons Learned
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!ese final thoughts are premised on the situation where an 
NGO, and/or funding institution, is facilitating the start-
up of a TAV project, and as such will play an instrumental 
role throughout the process along with a named consultant.  
!ey are also grounded in the fundamental idea that the 
overseeing project facilitator, here WWF, and the consultant 
work closely to achieve answers to these questions:
 

Confirm Project Sponsor’s (PS) ability to participate: 
In order for TAV analysis to occur, the PS has to make 
itself and key o"cials available for interviews and site 
touring, as well as be willing to provide documents 
to the consultant.  In this pilot project, the Peruvian 
company was in the midst of negotiating a deal with a 
potential investor.  As a result, it was not in a position to 
provide the consultants with the requested materials in 
a timely fashion, nor make itself available for necessary 
interviews and field inspections.  !e actual ‘inability 
to participate’ status was not fully revealed until several 
months after project start-up, and after expenditure 
of considerable time and financial resources.  It would 
have been preferable to put the project on hold until the 
deal had been successfully closed or determined a non-
starter, at which time documents and o"cials could 
have been made available. 

!is determination can be easily made during an in-
person meeting or over a conference call, assuming proper 
questions are asked of the PS by the consultant, and equally 
honest answers are provided.  

Confirm Project Sponsor’s actual investment need: 
TAV analysis presumes that there is a financial need 
on the part of the PS.  !erefore, establishing that 
the PS does, in fact, have an actual financial need is 
paramount.  While it was believed that the Peruvian 
company needed financial capital, once the project 
was underway they were engaged in structuring a 
deal with investors and no longer had an immediate 
need for investment dollars. 

Confirm Project Sponsor’s willingness to participate:  
TAV analysis will only be successful if the PS is 

•

•

•

willing to participate fully.  !is means that they 
have to make themselves and documents readily 
available to the consultant.  Delivery of documents 
has to be timely, as the consultants have to be given 
the appropriate amount of time to review and 
analyze the documents before committing them to 
valuation examination. 

Memorialize Project Sponsor’s willingness and ability 
to participate in writing: After discussing the above, 
but prior to moving into formalizing an agreement to 
cover the work necessary to complete the screening 
process component of the TAVP, I recommend 
memorializing the PS’s willingness and ability to 
participate in TAV analysis in writing.  In this way, 
there is no misundestaning about these two very 
critical issues. 

Establish direct lines of communication with Project 
Sponsor and Consultant: I also highly recommend 
establishing a very clear and agreeable method of 
communication.  Understanding who should be 
speaking to one another, and the best method for 
communicating (phone, e-mail, etc.) helps to clarify 
the process and allow for a more e#ective project. 

Ensure the Project Sponsor understands that their 
full participation, including the relinquishment 
of confidential and non-confidential documents 
requested by the consultant,  so that real investment 
capital can be sought and secured; clarify that the 
assignment is not simply an academic exercise. 

While the scope, scale and location of the project-
specific site with greatly influence these decisions, 
it is likely that the consultant will have to make 
repeated visits to the Project Sponsor’s o"ce(s), as 
well as spend adequate time in the field to fully 
understand the constraints and opportunities of the 
subject asset.

•

•

•

•
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