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f you have this copy of Northwest
Woodlands in your hands, then you
most likely are a forestland owner.

And if you are a forestland owner,
you most likely have a management
plan. If that’s true, good job! Because
if you don’t have a current plan, then
your Idaho land does not qualify for
forest taxation savings through a tim-
ber classification.

If you already have a management
plan, then when was the last time you
read it? Do you even know where it is?
You should be reviewing it each
spring and fall and you should be
keeping records of the projects you
have worked on each season. Winter
through early spring is a good time of
year to plan your upcoming harvest.
Keep looking back at your plan each
year: are you following it and does it
need updating? You should be keep-
ing records of harvests, improvements,
trail maintenance, weed control, hired
help and other activities. I replaced a
culvert this summer. It wasn’t specifi-
cally outlined in my plan, but it goes
under general maintenance of stream
health and skid trails, plus preparing
for future harvests. I have also done
noxious weed control, thinning and
pruning for fire safety and forest
health, and I removed the dead trees.
We had a lot this year because of bee-
tles! All of those activities contribute
to the forest maintenance outlined in
my management plan. 

I keep an informal journal that I
update every few weeks with what I
did that month. If I don’t write it
down I forget. What did you do on

your land this summer? Get a journal
and document your efforts each
month. If you are like me, you are
spending more time in the woods than
at your desk. I need to force myself to
write down what I worked on each
season. You need to have records of
your efforts if the assessor’s office asks
for them.

If you do not have a management
plan, or you are a new landowner, or
even if you’re planning to buy or

inherit forestland, then you need to
get some information and education
so that you can file for a timber classi-
fication on your land. Any time a
property changes ownership or
changes lot lines a new application
must be filed with your local county
assessor’s office. You will not get a
timberland tax credit without filing
for one, and your application will not
be finished without a forest manage-
ment plan. If you are in northern
Idaho, take the forestry short course
through University of Idaho
Extension. Your local assessor’s office
will have information explaining the
application and will direct you to
other helpful resources. Idaho
Department of Lands might be will-
ing to help write, review or update
your management plan. They helped
me! Also, join your state forest own-
ers’ association. Their goal is to edu-
cate you, and they’ll provide many
resources to help you as a forestland
owner. ■

If You Fail to Plan,
You Plan to Fail

I
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s we plan our forest manage-
ment activities, it is essential to
consider the tax consequences.

By thinking about the tax conse-
quences prior to activities, there may
be ways to meet our objectives and
reduce our tax liability. It is much bet-
ter to consider the consequences
before activities are initiated rather
than waiting until the end of year to
fill out the forms or meet with your
accountant. If you wait there may be
unpleasant surprises. I work with
many small woodland owners and
each situation is different. Any way
you slice it, taxes are complicated.

If you purchased property and you
want to harvest immediately to recov-
er some of your investment you need
to think about a multitude of factors.

If you wait a full year after you pur-
chase the property to harvest, your
profits may be treated as a long-term
capital gain rather than short-term
capital gain or ordinary income,
resulting in substantial savings. There
are some exceptions. For example,
some C corporations do not benefit
from lower long-term capital gain
rates unless the timber has been
owned for more than 15 years.

Waiting a full year may save taxes,
but you have to predict what the mar-
ket may do in the next year. If you are
in what appears to be a relatively weak
market, waiting may have tax benefits
as well as market benefits. If you think
you are currently in a strong market,
then waiting may result in selling for a
lower price later on. You may save on

taxes, but lose on the market. In any
case, it requires speculation.

At the end of the day, there are
many things to consider including:

• What are your immediate cash
requirements?

• What is your current tax bracket
and what will your tax bracket be after
you harvest? If your tax bracket may
change a year from now, that needs to
be factored into your decision.

• Is it feasible to have small annual
harvest areas to avoid surges in
income? If you stay under $75,000
adjusted gross income you can avoid
capital gains. Some landowners living
on Social Security may find this
option useful. A common tradeoff
with this option is an increase in cost
per unit. It is typically more expensive
to manage and harvest small units.

• If you borrowed funds, what is
the interest rate or other terms of
your loan?

• What are the impacts if you wait
a year and the market is different than
what you predicted? Is it possible you
could be in a difficult financial situa-
tion if you gamble on the market and
lose? If so, taking the tax hit may be
better than taking the risk. Always
consider net profit after taxes when
making your decisions.

This example points out the com-
plications of management decisions
when you add tax implications into
the mix. Although the items discussed
here are important, don’t lose sight of
your objectives. The key is to consider
the tax implications and the other fac-
tors, and make the best decision based
on the information at hand. ■

Taxes: A Critical Key is
to Plan Ahead
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axes, taxes everywhere and not a
drop to drink! OK, not exactly
verbatim, but apropos, right? All

of us have some form of tax burden
and not one of us is happy about it.
Let’s count them up: personal income
tax (federal, but not state of Washing-
ton, yet); sales tax; fuel tax; property
tax; hotel tax if you travel; forest excise
tax if you cut timber; Washington’s
Business and Occupation tax if you
own a business; federal corporate
income tax for businesses; and the fed-
eral inheritance tax of 40 percent if
you have the “good fortune” to die
with an estate worth more than the
exclusion amount. Whew! Is that all?
No!

On the happy side of the ledger
(finally), families have been given
some relief from federal estate taxes
with the 5.45-million-dollar exclusion
for 2016. But don’t do the happy
dance just yet: there is a Washington
state inheritance tax to think about
too! According to an article by Dr.
Linda Wang in the summer issue of
National Woodlands, “Even if an
estate is not subject to the federal
estate taxes because it is under the
federal exemption threshold, state
estate/inheritance taxes may be due.”
Washington’s inheritance exemption is
a little above two million dollars
according to the Department of
Revenue website. Most of us might
scoff at the thought that our estate
could be worth two million dollars,
but for many of us who own forest-
land it’s probably closer than we
imagine. To calculate the estate’s net

worth, the forestland is valued at fair
market, and even in rural Stevens
County land values continue to rise.

There are state deductions families
can use, like the farm deduction that
can help families keep the tree farm
intact. However, there are require-
ments that must be met in order to
use this type of deduction as well.

If families are committed to suc-
cessfully passing the forestland to their
heirs, I recommend Professor Thom
McEvoy’s book, “How to Keep
Woodlands Intact and in the Family,”
available at: forestrypress.com. Thom
uses real case studies of families that
are attempting to pass their beloved
forestland to their heirs. He evaluates
the given strategies and gives advice to
improve the probable outcome of
those efforts. As Thom states in the
preface, “First, it is almost impossible
for most humans to openly discuss
issues having to do with mortality,
and so families tend to delay essential
conversations until it is too late to
effect good planning. For forest-own-
ing families, it is the forest that suffers
from a lack of planning.”

This isn’t just about the jeopardy
that taxes pose, although they can
present impossible barriers to success-
ful transfer of forestland if there has
been insufficient planning. It’s really
about family legacy and passing the
forestland to the next generation. Tax
burdens can be mitigated with good
planning, but family dynamics sur-
rounding inheritance of “Grandpa’s
Tree Farm” can be killer. ■
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NOVEMBER
✓ Winterize and complete maintenance on your equip-
ment. Clean off mud that can “freeze” moving parts, drain
fire hoses and pumps, sharpen your hand tools and store
them in a dry place, and check your antifreeze levels. Good
tool maintenance pays off!

✓ Check your culverts and evaluate your road drainage.
Good ditches, waterbars and culverts can prevent
washouts, costly repairs and degradation of water quality.
Better water quality and habitat mean better fishing!

✓ Pruning can reduce fuels, repair storm damage and
improve aesthetics, visibility and log quality. Be sure to
leave enough live crown to support the tree’s photosynthe-
sis and cut just outside the branch collar to encourage
“healing” of the cut.

✓ Consult with your accountant to plan your year-end tax
moves.

✓ Assess wildfire damage to your forestland and make
plans for restoration if necessary.

✓ Seed bare ground with native grasses to control erosion
and invasive species.

DECEMBER
✓ Donate or sell your holiday greens, boughs, mistletoe,
cones and trees.

✓ Hold a family meeting to review accomplishments and
reaffirm your tree farm goals and objectives.

✓ Don’t forget to take time to play in your forest. Plan a
“just-for-fun” visit to the property with your family, take a
family photo and watch for evidence of wildlife to encour-
age your heirs to continue the tradition of good forest
management.

✓ Refresh your property boundaries and signage.

✓ Renew your association membership and plan to attend
or organize meetings, tours and classes.

✓ Check into membership and certification in the American
Tree Farm System.

✓ Complete your record-keeping for 2016 and your finan-
cial planning for the future.

JANUARY
✓ Plan your 2017 projects, contact consultants, hire con-
tractors and file for necessary permits.

✓ If the ground freezes, it could be good timing for your
logging operation to reduce soil compaction and risk of
fire.

✓ Your management plan is a dynamic document. Spend
some time updating and refining it with input from your
family’s future forest managers.

✓ Tree planting can begin in January if snow or frozen soil
aren’t present. Pay particular attention to soil moisture and
temperature, seedling source (zone and elevation), quality
and species, and proper handling/planting techniques.
You’ll be glad you did it right the first time!

✓ If your forest is accessible, this is a good time for cruising,
road layout, marking property boundaries, establishing con-
tinuous inventory plots and establishing photo points so
you can see the effect of your hard work over time.

✓ Watch for nesting activity so you can protect or improve
the habitat, and avoid disturbing the wildlife while they are
sensitive.

Down on the Tree Farm

Down on the Tree Farm is a compilation of all of the excellent tips contributed to this column by experienced volunteers over the last 15 years.
Suggestions are always welcome and may be sent to the editor at: annewithnww@gmail.com.

FOR MORE INFORMATION...
check out these favorite websites and publications:

• forestsandfish.com/environmental-protection/road-improvements

• cru.cahe.wsu.edu/CEPublications/eb1984/EB1984.pdf (conifer pruning)

• msuextension.org/forestry/Resources/pdf/FF_BurnSeverity 
Assessment_PK.pdf

• oregon.gov/ODF/Fire/Pages/AfterAFire.aspx

• cals.uidaho.edu/edcomm/pdf/pnw/pnw628.pdf (grass seeding)

• oregonwoodlandcooperative.com

• ntfpinfo.us (non-timber forest products)

• westernforestry.org/WoodlandFishAndWildlife

• treefarmsystem.org

• https://catalog.extension.oregonstate.edu/ec1187

• knowyourforest.org/learning-library/forest-management-planning

• catalog.extension.oregonstate.edu/topic/forestry-and-wood-
processing/reforestation

• catalog.extension.oregonstate.edu/pnw630
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The Understory
To wrap up our celebration of the 75th anniversary of the

American Tree Farm System, here are some highlights of the 2016
Western Regional Outstanding Tree Farmers of the Year, Lyle and
Dean Defrees of Baker County, Oregon. This article is condensed
with permission from: treefarmsystem.org/lyle-and-dean-defrees-
from-oregon.

For 107 years, the Defrees Ranch has been sustainably managed
for both forestry and ranching. The family pays careful attention to
all attributes found on this working ranch in northeast Oregon,
including wood, water, recreation and wildlife. Lyle Defrees, son
Dean, and granddaughter Dallas plan to continue this tradition.

Before the American Tree Farm System (ATFS) began, the
Defrees Ranch utilized the same guiding principles found in ATFS.
The family joined the Tree Farm Program in 1980 and has consis-
tently demonstrated their commitment to environmental steward-
ship, forest management and livestock production. Lyle Defrees
completed Oregon State University’s Master Woodland Manager
program and is often sought out by friends and neighbors for sug-
gestions for managing their woodlands. Lyle and Dean are very
active in the Oregon Small Woodlands Association, holding local
leadership positions and partnering with OSU Extension to plan,
advertise and conduct numerous meetings, workshops and tours.
Lyle and Dean have also been instrumental in creating the Blue
Mountain Forest Cooperative that is generating economic value for
woodland owners through an aggregated saw log sales program.

The Defrees family harvests timber each year using Individual
Tree Selection (ITS): a thinning strategy typically used in eastern
Oregon to maintain healthy, productive, uneven-aged forests. The
forest is improved through stocking control, removing undesirable
trees, releasing preferred trees and promoting species diversity as
appropriate for stand and site conditions. The Defrees do the har-
vesting using a one-pass process, where stocking control in the pre-
commercial-sized trees is conducted along with the commercial
operation. Harvests are typically conducted during the winter
months when other ranch work slows down; snow cover and frozen
ground can also minimize site impacts. In the past five years, over
100 acres have been harvested producing approximately 100 MBF
of sawlogs and over 2,000 tons of other wood products. Each har-
vest is followed by slash piling and burning. Reforestation is accom-
plished through natural seeding from residual trees, except for
areas where aspen seedlings have been planted.

In eastern Oregon, water quantity can be a major concern. The
Defrees Ranch has two perennial streams and three intermittent
streams, all non-fish-bearing. One pond, a cistern and several
springs have been developed to provide water for wildlife, livestock
and wildfire suppression.

The Defrees family maintains and improves habitat for an abun-

dance of species, including Rocky Mountain elk, white-tailed deer,
mule deer, antelope and turkeys. Habitat has been improved by
leaving snags for cavity-nesting mammals and birds, hiding cover
for deer and elk, and larger downed wood.

The Defrees Ranch is a popular for hunting and each year the
ranch will host people from other states, such as Washington and
Idaho. The value of this program to the ranch is the opportunity to
talk with the public about natural resources.

Congratulations and thank-you to the Defrees family for repre-
senting woodland owners in the west.

Located primarily on Huckleberry Mountain in Baker County,
Oregon, the Defrees Ranch forestland is managed by the Defrees
family, including from the left, Dean, Sharon, Dallas and Lyle.
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Quaking aspen restoration has been a priority on the Defrees
Ranch. Fencing protects older stands to encourage resprouting
and some areas have been planted with aspen seedlings.



By DR. LINDA WANG

ince the first
income tax
Form 1040

appeared in 1913,
many timber tax pro-
visions, which are
commonly unknown
by tax professionals, have been added
to encourage the stewardship of pri-
vate woodland. This article provides
the basics of the timber tax issues and
the latest tax law changes that are
important for woodland taxpayers.

Know your property ownership
types

The types of property ownership
are very important because different
tax treatment applies to each type of
ownership. As a woodland owner, you
must determine your tax treatment
each year based on the following fac-
tors: 1) why you own the property;
2) how you use the property; and
3) your activities on the property. For
tax purposes, a woodland property
may be classified as a personal-use,
investment or business property. The
specifics of each case determine which
tax structure applies.

Personal-use property. If you do
not use your woodland property to
produce income, you may classify it as
being held for personal use. For exam-
ple, your primary purpose for owning
the property may be for personal
enjoyment, such as for a family retreat
or for personal hunting and fishing,

rather than for making a profit.
Although capital gains treatment
applies when you sell timber held as
personal property, deductions and
losses from personal property is gen-
erally limited or not deductible.

Investment property. Woodland
property held for an income-producing
purpose may be considered an invest-
ment when the activity does not rise
to the level of a trade or business. The
sale of standing timber that is held as
an investment is taxed as a capital
gain. Expenses for woodland held as
an investment are deductible, but such
deductions (together with other mis-
cellaneous itemized deductions) are
subject to two percent of your adjust-
ed gross income (AGI) floor. Only the
amount over the two-percent floor is
deductible.

Business property. A business is an
activity you regularly and continuous-
ly engage in primarily to make a prof-
it. Although both investment status
and business status require clear for-
profit objectives, a business carries out
timber activities on a more regular,
active and continuous basis than an
investment. If you do not materially
participate in the business activity,
your participation may be considered
a passive activity. For passive activi-
ties, the deduction of a business loss
(expenses exceeding income) is
restricted. In general, woodland held
as an investment is not subject to the
passive loss rules. Landowners are
encouraged to have a woodland man-
agement plan in which a profit motive

and projected cash flow from timber
management can be documented as
part of the tax records.

Know the “basis” of your timber
The term “basis” refers to the origi-

nal cost (or value as assigned by tax
law) of an asset that you own. For
example, if you bought a tract of
woodland containing timber, the part
of the purchase price that reflects the
value of the timber, apart from that of
the land, is the basis of the timber.

Timber basis can reduce your tax-
able income from a timber sale. The
basis of the timber sold is deducted
from the sale price. For example, if
you sold timber for $9,000 with a
basis of $4,000, your taxable gain
would be only $5,000 ($9,000 sale
price - $4,000 basis = $5,000 taxable
gain), not $9,000. Timber basis can
also give you a deductible loss if the
timber you own is destroyed by a fire
or severe storm. There is no such
deduction if you have not established
your timber basis, or if your timber
basis is zero.

Your timber basis depends on
whether you purchase, inherit or
receive the property as a gift. The best
time to establish the original timber
basis is at the time of acquisition.
This is because the timber volume and
value should be readily available then.
But if you did not establish your basis
at the time of acquisition, you can do
so retroactively. Note that if the prop-
erty was acquired years ago, the basis
might be very low. In that case, it may
not be worthwhile to establish the
basis, as the expense of doing so may
exceed the tax savings. You should
maintain adequate records to verify
your basis and valuation calculations.
(See Dr. Tamara Cushing’s article on
page 12 for more on establishing basis.)

Capital gains and timber sale
Long-term capital gains are taxed

at lower rates than ordinary income.
In 2016, the maximum rate for long-
term capital gains is 20 percent, while
the maximum rate for ordinary
income is 39.6 percent. For a timber
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sale to qualify as a long-term capital
gain, you must hold the investment
timber for more than one year before
the sale. For business taxpayers, to be
eligible for long-term capital gains
(Section 1231 gains), you must be the
owner of standing timber for more
than one year in the trade or business.
Standing timber sales may be capital
gains provided they meet the require-
ments, but sales of farm crops, in gen-
eral, are considered ordinary business
income. (Vic Musselman provides more
detail on capital gains on page 22.)

Estate tax
Under the current law, a taxpayer

does not pay federal estate tax if his
or her estate is less than $5 million
(indexed for inflation, American
Taxpayer Relief Act of 2012) and a
federal estate tax return is not
required. The annual exclusion is
$5,340,000 (2014), $5,430,000 (2015),
and $5,450,000 (2016). For taxpayers
whose estate is more than the annual
exclusion amount, Form 706, United
States Estate (and Generation-
Skipping Transfer) Tax Return, must
be filed. The taxable estate (the
amount over the deductions, exclu-
sion, credits and expenses) is subject
to a 40 percent estate tax rate for
2016. The annual gift exemption
amount is $14,000 per recipient for
2016.

For large estates, tax planning as
well as estate planning continue to be
important due to the high estate tax
rates and the complexity of the
“portability” issue. If the taxpayer is
married, a couple will have a com-
bined $10+ million exemption, which
may help avoid the trigger for the
estate taxes. The “portability” refers
to the surviving spouse’s ability to use
the deceased spouse’s unused exclu-
sion amount.

New 3.8 percent net investment
income tax

Since 2013, for taxpayers meeting
the income threshold, investment tim-
ber sales and passive business timber
sales are subject to a 3.8 percent net

investment income tax. This 3.8 per-
cent tax, enacted as part of the 2010
healthcare reform law, applies only to
single taxpayers with adjusted gross
income over $200,000 or couples with
over $250,000 adjusted gross income.
It is a tax on investment income, such
as dividend and royalty, as well as
passive business income, including
that from timber investment and tim-
ber passive businesses. Material par-
ticipants in timber business are not
subject to this tax.

Form 1099 for timber sales
When woodland owners plan to

have a timber sale, one of the tax
reporting requirements is the filing of
Form 1099. Make sure one of the
parties involved in the sale transac-
tion, such as an attorney who handles
the closing transactions, the timber
buyer, the consulting forester, or the

–Continued on next page–

When woodland owners plan to have a
timber sale, one of the tax reporting
requirements is the filing of Form 1099.
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mill, issues 1099-S correctly and in a
timely manner. When you receive the
form, check the amount of the pay-
ment for the timber and take action
early to get a corrected form if there’s
an error.

For standing timber sales, Form
1099-S (Proceeds from Real Estate
Transactions) is required (Tax Code
Sec. 6050N and Tax Regulation Sec.
1.6045-4). Form 1099-S shows the
amount of a timber sale which can be
used by the payment recipients to file
their taxes. It is also used by the IRS
to match the amount against the
recipient’s tax return. Failure to file is
subject to penalty. According to the
IRS Instructions on Form 1099, the
penalty is $50 per form if you correct-
ly file within 30 days and the maxi-
mum penalty is $532,000 per year
($186,000 for small businesses). It
increases to $260 per form if you
don’t file Form 1099 or filed after
August 1 of the year. Form 1099-S is
required for both lump-sum standing
timber sales or exchange (effective
after May 28, 2009 by Tax Regulation
Sec. 1.6045-4) and pay-as-cut stand-
ing timber sales (Tax Code Sec.
6050N). According to Form 1099-S
instructions, the seller’s taxpayer iden-
tification number is required for 1099-
S reporting. To request the seller’s tax-

payer identification number, the per-
son responsible for filing 1099-S with
the IRS may use Form W-9.

Reforestation costs
Taxpayers may deduct up to

$10,000 ($5,000 for married couples
filing separately) per year of reforesta-
tion costs per qualified timber proper-
ty. Any amount over $10,000 per year
per qualified timber property may be
deducted over 84 months (amortized).

Sec. 179 expensing and bonus
depreciation

Depreciation is a tax deduction
that is based on the cost (basis) of
assets used, such as those for comput-
ers, cars, vans, logging equipment,
bridges, culverts, fences, temporary
roads or the surfaces of permanent
roads. Business taxpayers may deduct
up to $500,000 in the first year in
qualifying property in 2016 (Rev.
Proc. 2016-14), subject to a
$2,010,000 phase out and business
taxable income limitation (Sec. 179
expensing). You also may take bonus
depreciation equal to 50 percent of
the cost of qualifying new property
placed in service in 2015. Land is not
depreciable.

C corporations receive capital gains
for timber

Generally, the net capital gain of a
corporation is taxed at the same rates
as ordinary income, up to a maximum
rate of 35 percent. However, begin-
ning in 2016, a 23.8-percent alterna-
tive tax rate applies to qualified tim-
ber gain of a corporation (Tax Code
Sec.1201(b), as amended by the
Protecting Americans from Tax Hikes
Act of 2015). Qualified timber gain is
the net gain from the sale or exchange
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Depreciation is a tax deduction that is based on the cost (basis) of assets used, such as
those for computers, cars, vans, logging equipment, bridges, culverts, fences, temporary
roads or the surfaces of permanent roads.
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of timber by cutting of standing tim-
ber (Tax Code Sec. 631(a)) and dis-
posal of timber with a retained eco-
nomic interest or outright sale (Tax
Code Sec. 631(b)). The special rate
applies only to timber that has been
held for more than 15 years (Code
Sec. 1201(b)(2)).

Summary
Please keep in mind the following

key points on timber tax issues:
• Carefully decide the tax structure

of your timberland ownership. This is
because the tax treatment and report-
ing of income and expenses for per-
sonal-use, investment or business
property varies considerably. For
many private woodland owners who
intend to generate profit from grow-
ing timber, investment property may
be a simpler tax structure for the ease
of accounting and tax purposes.

• Set up the basis of your timber. It
is a deduction from the timber sale
proceeds. It also determines the
amount of loss deduction if there’s a
casualty event such as fire or storm
that destroys the timber. Weigh the
benefit of tax savings versus the cost
of setting it up before proceeding.

• Take proper steps to conduct
your timber sale to comply with the
1099 reporting as well as to qualify for
the beneficial long-term capital gain
treatment.

• For 2016, the estate tax annual
exclusion is $5.45 million and the
annual gift exemption is $14,000 per
recipient.

• For taxpayers with adjusted gross
income of over $200,000 ($250,000 for

married filing jointly), gains from
investment and passive business tim-

ber sales are subject to a 3.8 percent
net investment income tax. This tax
on qualified timber sales is in addition
to the capital gains tax on the sales.

• Take the special reforestation tax
deductions for qualified costs.

• Up to $500,000 in deductions
may be claimed for qualified business
costs and an additional 50 percent
depreciation is available for qualified
equipment costs. 

• Beginning in 2016, timber gains
for C corporations are taxed at a spe-
cial rate of 23.8 percent as opposed to
the regular income tax rate. ■

DR. LINDA WANG serves as a National
Timber Tax Specialist with USDA
Forest Service in Washington D.C. She
is an author on federal income tax and
estate planning relating to private
woodlands. She has a Ph.D. in Forest
Economics and a CPA certificate. She
can be reached at 404-272-4791 or
lwang@fs.fed.us.
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Taxpayers may deduct up to $10,000
($5,000 for married couples filing
separately) per year of reforestation
costs per qualified timber property.
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LUSIGNAN FORESTRY, INC.
Shelton, WA

360-426-1140

Forestry consultants serving
timberland owners small and large,

private and public since 1972.

Forest Management, Timber Cruising,
Inventories and Valuations, Timber Harvest

Administration and Lump Sum Sales

E-MAIL: JFROST@LFIFOREST.COM
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By DR. TAMARA CUSHING

hat title may
sound scary but
my job is to

hopefully make this
as painless as possible
for you to accom-
plish. The good thing
is that once you understand what
basis is and how it is determined, it is
the same concept whether it is for
your stocks or your timber.

What is basis?
Basis is a measure of an owner’s

investment in a capital asset. It is very
important at the time of sale of tim-
ber and/or the land to know the basis
in the property. The Internal Revenue
Service allows taxpayers to reduce the
amount of taxable gain by their basis.
Knowing your basis will also be criti-
cal in the case of a casualty loss event.

Let’s first look at how taxable gain
is determined for income tax purpos-
es. As part of the sales transaction,
revenue is transferred from buyer to
seller. This revenue is considered the
sale income. The sale income is then
reduced by the expenses associated
with the sale. These expenses typically
include, but are not limited to, legal
fees, expenses paid by the landowner
associated with logging, and forester’s
fees associated with a harvest. The
taxpayer is also allowed to reduce the
income by the asset’s basis. The result
is the taxable gain on the sale.

How is basis determined?
The manner in which property is

acquired is a factor in how basis is
determined. Property may be
acquired by direct purchase, receipt of
a gift, inheritance or through an
exchange. We will deal with each of
these individually.

Purchase of property. When prop-

erty is first purchased, it is important
to allocate the total purchase price
(price paid plus expenses associated
with the acquisition of the property)
between timber, land and any other
assets such as structures on the prop-
erty. This allocation will be based on
the fair market value of the assets
acquired in the sale. Fair market value
is the price at which an asset would
change hands between a willing buyer
and seller, neither forced to act, and
both with reason-
able knowledge.
Fair market value
is determined for
each of the assets.
The fair market
value of land is
best determined
through comparable sales. This usual-
ly involves an appraiser who can
assess sales of property that are simi-
lar and make adjustments to arrive at
value. Fair market value of mer-
chantable timber is determined by
multiplying the volume of timber by
the appropriate price for the product.
For timber that is pre-merchantable,
the landowner will need to find a
forester to assess the value of the
trees.

Let’s look at an example:
You purchase land and timber for

a total price of $100,000. Legal
expenses associated with the sale add
$5,000. What is your basis in the
property? The total basis in the prop-
erty is $105,000 (the total amount
paid). However, it would be appropri-

ate to separate out what was paid for
the land from what was paid for tim-
ber on the property. Let’s assume that
you chose to classify the property into
separate asset classes for the pre-
merchantable timber, merchantable
timber and land. We need to allocate
the basis to each of those assets. The
basis is best allocated through a per-
centage of fair market value
approach. Three asset accounts will
be set up as shown in Table 1.

The total fair market value of the
assets ($125,000) is greater than the
price paid plus expenses ($105,000).
The IRS only allows you to take a
basis equal to what you paid for the
acquisition regardless of the fair mar-
ket value of the property.

Now that the fair market value of
each asset has been determined, it is
necessary to determine the percentage
of the total fair market value that
each asset contributes. Looking at
Table 2, land is 52 percent of the total
fair market value ($65,000/$125,000).

The final step is applying the per-
centage to the total purchase price.
Using land value as an example, the
allocated basis for land is $54,600
(0.52 x 105,000).

Note again that only the total pur-
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chase price is allocated to the basis
accounts. The fair market value is
only used to get the percentages. Once
the percentage is determined, the fair
market value is no longer of any use
for basis. It is important that you keep
documentation showing how you
determined the fair market values
used as well as showing the calcula-
tion of allocation. 

Allocation of basis among the
assets (land and timber) should occur
regardless of how the property is
acquired. There are other methods of
allocation of basis. It is also accept-
able to determine the market value of
the land and put the residual amount
into the timber account. Some con-
tracts will specify the amount paid for
each asset. The amount specified will
serve as the basis.

Most important in allocating the
basis is being able to defend the
amount allocated to each asset. It is to
the landowner’s advantage to put most
of the basis on timber. This is because
the timber will be harvested sooner
than the land will be sold and that
basis will be used to offset the timber
income. Amounts put in the land basis
account will not be used to offset gain
until the land is sold. With that said,
the landowner must be able to show
that the amount allocated to the tim-
ber is reasonable. If a forester deter-
mines the value, have that information
in your files in case of an audit.

Property received as a gift. If you
receive property as a gift, you need to
know the fair market value of the
asset at the time of the gift, the
adjusted basis to the donor at the
time of the gift, and the amount of
any gift tax paid by the donor.
Property received as a gift actually has
a basis if the sale results in a gain and
a basis if the sale results in a loss. If a

gain is involved, then the basis should
equal the donor’s adjusted basis plus
any adjustments made to the basis
while you held the property. If the

property is disposed of for a loss, the
basis is the lower of the donor’s
adjusted basis plus gift tax paid or the
fair market value on the date of the
gift. Both of these amounts are
adjusted for any changes to basis
while you held the property (e.g.,
depletion, capitalized expenses). This
serves to reduce the amount of the
loss to the donee.
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Inherited property. Normally prop-
erty that is inherited receives what is
known as a stepped-up basis. A
stepped-up basis allows the heir to
receive the property with the apprecia-
tion built in. Essentially if the heir
chose to sell the asset immediately,
there would be little to no gain on the
sale with a stepped-up basis. This
happens because the asset went
through the tax system at the time of
death. At the time of death, the asset
is valued at fair market value. The

heir receives a basis equal to the fair
market value (or special use value, if
elected) at the date of death or the
alternate valuation date.

Exchanged property. There are
numerous ways to exchange property
from a tax standpoint. Depending on
the circumstances, exchanges may be
nontaxable or taxable at the time of
the exchange. In addition, some prop-
erties may be received through a like-
kind exchange. The determination of
basis for exchanges can be complicat-
ed and relies on facts and circum-
stances related to the exchange trans-
action. If you received property
through an exchange, consult with
your accountant to determine the
basis in the property.

Adjustments to basis
Basis is not a static number.

Adjusted basis is the original invest-
ment in the property plus capital
additions or reductions for capital
recovery (such as partial sales).

What are capital additions to basis?
Any permanent improvement in the
property would be capitalized and
added to the basis of the property.
Capital improvements are those
improvements to the property that are
not allowed to be deducted as an
expense per the Internal Revenue
Code.

What reductions are made to basis?
The most obvious reduction to basis
is a timber sale. If a thinning is con-
ducted on the property, you would
recover some portion of the basis to
offset the income from the thinning.
The part of the basis used to offset
the thinning revenue would then
reduce the amount of basis available
for future use. Another occasion that
would reduce the basis is if there has
been a theft or casualty loss reported.
The basis is reduced by the amount of
the deductible loss.

What do I do if basis was never
allocated?

Chances are you know how much
you paid for the property when you
bought it. If you bought the property
and just never separated the purchase
price between the timber and the land,
it can usually be fixed. You will need
to determine the volume of timber
that was on the property when it was
purchased. Ideally, you determine the
volume by species and grade. If you
have an inventory dated around the
time of acquisition, the value of the
timber can be determined by locating
price information for that time period.
It is not necessary to have an exact
timber price for the day you acquired
the property or even for the exact 
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When you consider that only 10% of the world’s forests are certified, we have 

a long way to go. The good news is that there are a number of credible forest
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For more on forest certification and what you can do, visit www.sfiprogram.org.
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location of your property. An average
price for the general area during
approximately that time period will
suffice. The value of the merchantable
timber is the volume at that point in
time multiplied by the price. This will
give you an estimation of the fair
market value of the timber at the time
of acquisition.

If there is no inventory from the
time of acquisition, a forester can be
hired to estimate with reasonable cer-
tainty the historical timber volume
that was most likely on the property
at that time. It is important to recog-
nize that the expense associated with
retroactively determining basis may be
greater than the benefit realized from
having the basis allocated.

If property was received as a gift,
inheritance or through an exchange, it
may be necessary to consult with an
accountant or attorney to determine
the basis at the time the property was
received.

Using basis to recover expenses:
depletion

The Internal Revenue Code allows
taxpayers to recover the investment
made in the property. When the prop-
erty is equipment, the recovery is
made during the early years of equip-
ment use through a process called
depreciation. For land, the taxpayer
uses the basis (the measure of the
investment) to offset the sales price to
determine gain. For timber, the invest-
ment is recovered at the time of a sale
through depletion.

For each unit (e.g., stand or tract)
that you allocate basis to, you will cal-
culate a depletion unit. The depletion
unit is adjusted basis divided by the
total volume on that unit. The result-
ing number (in $/MBF for example)
will be multiplied by the volume har-
vested to determine the amount of
basis used in calculating gain/loss on a
sale or conversion.

What forms should be used?
The Forest Activities Schedule

(Form T) has sections for acquisitions,
depletion, profit or loss, reforestation
and land ownership. According to the
IRS instructions for the form, “Use
Form T to provide information on
timber accounts when a sale or
deemed sale has occurred during the
tax year.” It is good to look at this
form to understand the necessary
items to report.

It is important to know the basis in
your land and timber. Any event that
results in the land or timber being
transferred to another party requires
reporting for tax purposes (e.g., tim-
ber sale, land sale, gift). Knowing
your basis in land and timber may
result in a lower tax liability.

If this all seems overwhelming,
just know that the rules for basis are
not specific for forestry and any tax
preparer/accountant can help with
that. What is important is recognizing

that not all consultants will be famil-
iar with determining the fair market
value of forestry assets or the num-
bers needed to calculate depletion.
Fortunately, there are resources avail-
able and hopefully this article aids in
the understanding of this special asset
class. ■

DR. TAMARA CUSHING is the Starker
Chair of Private and Family Forestry
at Oregon State University. She is an
Assistant Professor and Extension
Specialist in Forest Economics,
Management and Policy. Her primary
expertise is in taxation of forests and
forest products. Dr. Cushing holds a
forestry degree from the University of
Florida, two Master’s degrees—one in
Forest Economics and one in Taxation
from Mississippi State University, and
a PhD from the University of Georgia
in Forest Finance. She can be reached
at 541-737-8246 or Tamara.Cushing@
oregonstate.edu.
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Tired of gloomy, wet, high-site DF tree farming?
Come to the eastside sunshine, where

contented cows graze among the whispering pines.

FOR SALE
RimRock

Timber & Cattle, LLC
885 acres

near Silver Lake, Oregon

• 580 acres of grazing land: 250 acres improved, 330 acres of
rough ground with invading juniper.

• 305 acres of ponderosa pine with ~ 700 MBF merchantable. 
Some thinned, more in need of thinning.

(541) 602-6148               (541) 602-6147
www.rimrocktimberandcattle.com

Sales Income - Sale Expenses - 
Basis (depletion unit x volume cut)

= Taxable Gain



By CLINT BENTZ

othing moti-
vates us to
action like wit-

nessing the painful
mistakes of our
neighbors. When
someone we know
passes away without doing the appro-
priate planning, we see the disaster
that results and it can move us to act.
Whenever I work with a family I begin
by discussing the difference between
succession planning and estate plan-
ning. Succession planning is preparing
your property and your family for a
change in ownership and leadership.
Estate planning is using the set of
legal tools that are available to make
sure your succession plan happens the

way you want it to
happen. Talking about
the tools before you
have the plan is like
packing your bags
before you decide what
kind of trip you want
to take. Many families
make this mistake and
have spent large sums
on elaborate estate
planning documents
without having ever
stepped back and
asked what they want-
ed to accomplish in the
first place.

The saddest stories, however, are
from those families who know what
they wanted to do, but didn’t get their
estate planning documents in order. I

recently heard such a story. Dad
owned a large ranch here in the West
that had both cattle and timber as the
main sources of value and income.
This ranch had been owned by the
family for over 100 years. Dad’s
daughter, his only child, had her own
herd of cattle that she ran on the
ranch. She was very involved in the
operation of the ranch and it was an
important part of her heritage and
identity. Her son, Dad’s grandson,
was also building up his own herd of
cattle on the ranch and was involved
in the day-to-day operations.

Dad’s wife had died several years
earlier and he had remarried. While
he talked many times with his daugh-
ter and grandson about his plans for
the ranch and his intention that they
continue to own and manage it after
his death, as with many farm couples,
his will left everything to his wife.
When Dad died, the new spouse
inherited the property. Well, you can
guess what happened next. The
spouse promptly sold the property. To
make matters worse, after the sale
closed the woman who bought the
property called her husband on her
cell phone to tell him excitedly that he
would never guess what she just
bought him for his birthday. This
property, which had been a working
cattle ranch for over 100 years, had

16 . NORTHWEST WOODLANDS . FALL 2016

Estate planning is using the set of legal tools that are avail-
able to make sure your succession plan happens the way you
want it to happen.
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and timber at the following locations:

Olympia, WA 360-596-4232

Longview, WA 360-414-3401

Springfield, OR 541-729-3922



been reduced to a birthday present, a
new trinket for a wealthy couple.

Imagine the sense of loss and grief
for this family. Not only had they lost
their father and grandfather, but now
they had lost their heritage, their
identity, and the wealth that had been
accumulating in this family for over
100 years. The new spouse has no
intention of sharing the money from
the sale with her stepdaughter, and
she has no legal responsibility to do
so. Not having any other place to run
their cattle, the daughter and grand-
son sold their herds and had to turn
to another line of work to support
themselves.

This is not the result that Dad
envisioned for his children or for his
property. He had already done the
hard work of successfully passing on
his passion and vision for the ranch.
His daughter and grandson had
bought into this vision both emotion-
ally and economically. However, like
many of his generation, he did not
seek the services of a competent
accountant and attorney to help him
ensure that his plan for the ranch and
his family actually took place.

Are you in this category? If so, you
are not alone. According to research
by LexisNexis, roughly 55 percent of
Americans do not have a will or
other estate plan in place, giving them
little control or input into issues, such
as what will happen to their assets

and any minor children when they
die. Among minorities, the numbers
are higher than the general popula-
tion: 68 percent of black adults and
74 percent of Hispanic adults do not
have a will or estate plan.

A will is a basic component of
estate planning. Among other things,
it specifies how your assets will be
distributed when you die, and who

will receive them. Without a will, the
laws of the state in which you reside,
and the laws of any state in which
you own property, will determine how
your estate is distributed.

Other components of estate plan-
ning may include a living trust, a
medical power of attorney for end-of-
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Succession planning is preparing your property and your family for a change in
ownership and leadership.
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Forestry based on 
active research.

Visitors Encouraged.

For 80 years, Starker Forests 
has practiced progressive 
forest management throughout 
Western Oregon. �e result? A 
sustainable resource for forest 
products and a whole lot more. 

We invite you to hike, bike, 
hunt or ride on horseback 
through our beautiful Douglas 
Fir forests, or take a tour of 
our working forest to learn 
more about what we do.

541.929.2477 |  www.starkerforests.com
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life health care deci-
sions, life insurance
trusts, family limited
partnerships, limited
liability companies,
charitable trusts, and
the like. While all of
this can be very con-
fusing, think of these
things as tools in a
toolbox. You only pull
out those tools that are
necessary to fix the
problem. Just like a
competent mechanic, a
competent, experienced
estate planning professional can help
you understand which tools you need
to use to make sure your succession
plan happens the way you want it to
happen.

In the end, there are only five
things that you can do with your
property: you or your heirs can sell
the property to someone else; you can
give part (e.g., through conservation
easements) or all of it away to chari-
ty; you can break it up and divide it

among your children; you can give it
intact to one child; or you can give
undivided interests in the property to
your children. There are benefits and
risks to each of these actions that
need to be thought through carefully
so that you don’t have any unintend-
ed consequences.

Succession will happen. At some
point in the future your property will
pass into the hands of someone else.
Have you done anything to preserve
the lifetime of work and passion you
have invested in your property when
this transition ultimately occurs? Is the
next generation of leadership groomed
and prepared to care for this property?
Do they have both the love for the

property and the technical skills they
will need to be successful land man-
agers? Have you provided an appro-
priate legal and financial framework
that will help them to be successful?

There are many resources available
to help you: our website (tiestothe-
land.org) is one of them. Other great
websites include the national timber
tax website (timbertax.org) and the
forest service estate planning website
(na.fs.fed.us/stewardship/estate/estate.
shtml).

Don’t become a statistic. Get some
help to start your succession and
estate planning today!  ■

CLINT BENTZ is a CPA living in
Oregon with his wife and six children.
His practice is centered on helping
family forestland owners deal with
intergenerational succession issues. He
is the principal author of “Ties to the
Land: Your Family Forest Heritage.”
Clint’s family was recognized as the
2002 National Outstanding Tree
Farmers of the Year. Clint is a past
chairman of the National Operating
Committee of the American Tree
Farm System, and a past chairman of
the American Forest Foundation. He
can be reached at 503-769-2186 or
cbentz@bcsllc.com.

Is your next generation of leadership groomed and prepared
to care for your forestland? 
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Timber Appraisal

Sustainable Forest Planning

Harvest/Reforestation Planning

Timber Sale Management

Water Rights

Survey, Land Use & Engineering

(541) 267-2872
Coos Bay  ◆  Dallas  ◆  Forest Grove

www.stuntzner.com

Millwood Timber, Inc.
Purchasing Douglas Fir &

White Wood logs

• Specializing in OVER SIZE
(no maximum diameter)

• Shorts and lower grades welcomed

• Log yard and scaling in Tumwater, Exit 99 off I-5

Contact: Rich Nelson at 253-670-1827
Email: rbn.millwoodtimber@gmail.com Fax: 253-563-9900



very conservation easement is a
unique legal agreement, written
specifically to fit your needs and

goals. You can set up a conservation
easement to:

• Protect open space or critical
habitat on your land—whether it’s a
family farm or ranch, wetland, pas-
ture or forest—from encroaching
development.

• Preserve the agricultural value
and traditional uses of your land by
allowing for continued farming,
ranching and timber harvesting.

• Safeguard a historically or cultur-
ally important structure or area on
your property.

• Conserve land that has significant
biodiversity, scenic or other value for
the outdoor recreation or education
of the public.

Whether you place all or only part
of your property into a conservation
easement, you can expect to benefit
from the agreement in several ways.

Estate tax benefits
A conservation easement that

removes your land’s development
potential typically lowers its market
value—and that means lower taxes for
the landowner. That can significantly
reduce estate taxes when you pass on
your property to the next generation,
making it easier to keep the land in
the family and intact.

Property tax benefits
By lowering your land’s value, a

conservation easement can also lower
your property taxes.

State and federal tax benefits
If your conservation easement is

permanent, was donated—not sold—
to a land trust for conservation pur-
poses, and meets certain other IRS
conditions, it can qualify as a tax-
deductible charitable donation that
can reduce your state and federal
income taxes. The easement is treated
as a donation of the development

rights to your land. That means the
value of the donation (and the
amount of the deduction you can
claim) would be the difference
between the property’s market value if
its development were not restricted in
any way, and its value with the ease-

ment’s restrictions in place.

Permanency and control
Most easements are permanent

and crafted specifically to meet your
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goals. Their restrictions remain in
force even when the land changes
hands. With the right easement terms
in place, you can have the peace of
mind of knowing your land will be
protected as you wish well beyond
your lifetime.

Although conservation easements
offer significant benefits, they are not
for every landowner. A conservation
easement is legally binding and usual-
ly permanent, so you’ll want to think
carefully before agreeing to it. Here
are some key things to consider:

• Forever is a long time. The restric-
tions set by your conservation ease-
ment will apply for centuries to come,
regardless of how the landscape
changes, how your own goals for the
land change, or what your descen-
dants wish to do with your land. Are
you sure you want to make your
vision for the land permanent?

• Setting up a conservation ease-
ment isn’t free. It’s crucial to have
your attorney and tax advisor review
the legal documents that establish the
easement, and you’ll have to pay the
fees for their services. You may also
have to pay for appraisals of your
property and administrative fees asso-
ciated with verifying your ownership
of the property. If you enter into the
agreement, you may also be required

to contribute to a fund that covers
ongoing stewardship and enforcement
of your easement. Have you assessed
your current financial situation and
your short-term and long-term finan-
cial goals?

• Finding the right easement holder
is essential. Your conservation ease-
ment creates an enduring relationship
between your land and the easement
holder, whether that is a government
agency or a land trust. That’s why it’s
important to choose a holder that
shares your values and your vision for
your land, and has the capacity and
skills to monitor and enforce your
easement in the long term. Have you
identified your goals and desires? Is
your potential partner on the same
page?

If you’ve considered these questions
and still feel certain that a conserva-
tion easement is right for you, the next
step is actually getting it done.

How to set up a conservation
easement

Creating a conservation easement
doesn’t have to be an overwhelming
process. Let’s walk through the basic
steps:

• Decide on your vision. Think
about your wishes, needs and objec-
tives for your land. Consult with fami-

ly members who are involved in or
would be affected by your choices for
the land, as well as your attorney, tax
or financial advisor and any other
experts who can assist you with the
process.

• Check out potential partners.
Contact land trusts and government
agencies that work to assist landown-
ers in your community who are inter-
ested in conservation. Get to know
their policies and services, and discuss
what you’d like to accomplish on your
land and what rights you’d like to
keep. Review any materials you’ve
received from potential partners with
your family and with legal and tax
advisors, and decide if you’d like to
move forward.

• Get checked out. If you’ve chosen
your potential partner, a representa-
tive from that agency or land trust
may visit your property to evaluate its
condition and suitability for an ease-
ment, and to consult with you again
about the objectives and terms you
wish to include in your agreement.

• Take the plunge. Once you’ve set-
tled on the right partner and the right
terms for your conservation easement,
you may come to a preliminary agree-
ment. The agency or land trust board
will decide whether to approve the
agreement. If it does, and if your title,
mortgage (if any) and IRS require-
ments are met, you may finalize the
conservation easement. The signed
documents will need to be recorded at
the county courthouse.

• Build your partnership. Your
partner may ask for a donation to
cover the costs of monitoring and
enforcing the easement indefinitely.
Thereafter, your partner will be
responsible for monitoring your prop-
erty once or twice per year to make
sure that all the easement conditions
are met.

As you can see, finding and work-
ing with the right partner for your
conservation easement is a big part of
the process. But with more than 1,700
potential partners across the country
to choose from, how do you find the
best one for your needs?
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FORESTLAND FOR SALE in
OREGON & WASHINGTON

We market forestland properties in western Oregon and Washington.

Check www.WorldForestInvestment.com for the latest properties
available under “Forestland for Sale” tab.

If you have a forestland property that you have considered selling,
we offer free consultation and will come look at your land.

If you are settling an estate, let us do the job of getting you the best price.

With 40 years of experience in forestry work, we can offer solutions from a
practical forestry and financial standpoint.

Licensed Broker in Oregon and Washington. Professional Forester.

Mark.Willhite@juno.com
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Finding a partner for your
conservation easement

Most conservation easements are
held by government agencies or land
trusts. Each type of partner has its
own strengths and weaknesses.

Government agencies. A govern-
ment agency partner may be any unit
of the local, state or federal govern-
ment, such as a municipality or the
U.S. Fish and Wildlife Service. This
type of partner often has more stabili-
ty and a well-established conservation
easement monitoring and landowner
assistance program. It may stand a
better chance of meeting its obliga-
tions as easement holder well into the
future.

Land trusts. Land trusts are non-
profit organizations, funded by public
agencies and private donors, that are
dedicated to conservation and work
to protect land primarily through
easements and land purchases. They
can be local, regional, statewide or
national in their scope—some exam-
ples are the Nature Conservancy, The
American Farmland Trust, or smaller,
more locally-focused trusts like the
Minnesota Land Trust. Land trusts
often enjoy the advantages of prompt
response time and fewer regulatory
restraints, which means they can be
more flexible and creative in their con-
servation options.

When considering potential part-
ners, the most important thing is that
you trust your partner and know they
have the stability and resources to
enforce the easement for the long
haul. Sometimes, government agen-
cies and land trusts work together to
monitor and enforce conservation
easements, and that can provide extra
stability and support.

Maybe a conservation easement
isn’t quite right for you. That doesn’t
mean you can’t take steps to protect
your land and conserve its natural,
cultural or historic value for future
generations to enjoy. Other conserva-
tion options include:

Short-term habitat restoration
agreements. Short-term restoration
agreements center around a specific

task, such as stream renovation or
prairie restoration, to take place on
your property with the help of a gov-
ernment agency or another partner.
You and the partner set the terms and
duration of the agreement, usually 10
to 30 years. This option can give you
the opportunity to accomplish a con-
servation goal and get to know and
trust a potential conservation ease-
ment partner before putting some-
thing permanent into place.

Resale of your land. If you need to
sell your land but want to ensure it is
conserved and not developed, you can
work with a land trust to place a con-
servation easement on the land before
you put it on the market or to help
identify suitable buyers. You can also
choose to sell your land to the land
trust for less than its fair market
value, which would provide you with
some cash while helping you to avoid
some capital gains tax and claim a
charitable income tax deduction
based on the difference between the
land’s fair market value and its sale
price.

Donating your land. You can
donate your land for conservation
purposes without placing a conserva-
tion easement on the land. If you do

so, the land trust or other donation
recipient might retain ownership of
the property as a permanent preserve
or transfer the property to a suitable
owner, such as a government agency.
In some cases, they might sell the land
to a private owner, subject to a con-
servation easement held by the land
trust. You can claim the full market
value of the donated land as a tax-
deductible charitable gift if the recipi-
ent is a nonprofit organization.

Donation with a lifetime income. If
you’d like to donate your land but
need to continue to receive income
from it, you can donate your land to a
conservation group in exchange for a
life income agreement. These agree-
ments come in a few different vari-
eties; two options are a charitable gift
annuity or a charitable remainder uni-
trust.

Only you will be able to decide the
best course of action to conserve your
land. But whatever path you choose,
there are partners willing to help and
resources to get you started.  ■

Article above from MyLandPlan.org,
an online tool for family forest owners
created by the American Forest
Foundation.
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Seedling Nursery Since 1974
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We bring experience with owners that care about their product and customers.

Approximately 10 million seedlings in annual production
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LET US GROW YOUR SEEDLINGS
David Gerdes          Mike Gerdes

inquiries@silvaseed.com

FORESTERS  •  NURSERYMAN  •  SEEDSMAN

SILVASEED COMPANY
P.O. Box 118 • Roy, WA 98580 • (253) 843-2246



22 . NORTHWEST WOODLANDS . FALL 2016

By VIC MUSSELMAN

n any tax year, a
private, LLC or
sub-chapter S

forestland owner may
elect to treat the
income or loss from a
timber harvest as cap-
ital gains instead of ordinary income.
The one proviso is that the forest asset
must have been owned for at least one
full year. This also holds true for any-
one owning a contract right to cut
timber on someone else’s ownership.
If such an election has been made, the
gain or loss is calculated as the
amount equal to the difference
between the fair market value of the
timber harvested in the taxable year
and the adjusted cost basis for deple-
tion of the same timber. The IRS
defines “fair market value” as equiva-
lent to true market value as recog-
nized by the active buyers and sellers
in the forest products industry and
determined using recognized methods
of standing timber appraisal.

Under current IRS rules, there are

two types of election that can be
made when treating the income from
a timber harvest as capital gain
income. The first is Section 631(a)
and the second is 631(b). Regardless
of the type of election, when the
forestland owner makes an election to
treat the income from his/her harvest
as capital gains, that election becomes
binding on the landowner for that
taxable year and for all subsequent
years, unless an appeal is made to the
Secretary of the Department of
Treasury to cancel the election. Such
a cancellation is usually granted upon
the presentation of proof that an
undue hardship on the taxpayer has
arisen. Once the election has been

cancelled, it is virtually impossible to
be selected again on the same owner-
ship.

If the forest landowner does
his/her own logging and is paid
directly by the mill or utilization cen-
ter to which the logs were sold and
delivered, this qualifies under Section
631(a). Even if the landowner hired a
logger to cut and deliver the logs
from the timber harvest, it still quali-
fies for treatment of a 631(a) election
so long as the landowner is paid by
the mill or utilization center and then
the logger is paid by either the
landowner or the mill. If, on the
other hand, the landowner enters into
a contract with a logger to harvest
and deliver his/her timber and then
the mill, or other utilization center,
pays the logger who then pays the
landowner after deducting the log-
ger’s costs, this constitutes an election
for treatment under 631(b). It really
makes no difference whether the log-
ger pays the landowner, or the mill
pays the landowner an amount deter-
mined by the logger, the transaction
still qualifies as 631(b). The key test is
that a contract has been entered into
between two parties (the landowner

Capital Gains Treatment of a Timber Harvest

I
“The fair market value is the

price at which the property
would change hands between a
willing buyer and a willing seller,
neither being under any compul-
sion to buy or to sell and both
having reasonable knowledge of
relevant facts.”

—IRS.gov
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and either a log buyer or a logger)
where ultimately the landowner is
paid the net timber value after all
costs to harvest and deliver the logs
have been deducted.

Under a 631(a) election, the mar-
ket value of the timber harvested any-
time during the taxable year is calcu-
lated as if it all was harvested on the
first day of the landowner’s tax year.
If the landowner is an individual
small forest owner, then his/her tax
year is a calendar year and the mar-
ket value of the harvested timber for
reporting purposes would all be as of
January 1 for the year in which the
harvest occurred. Should the
landowner be a family sub-chapter S
corporation with a taxable year
beginning some other date, such as
October 1 of each year, then this
would be the date of the market
value for the harvested timber. No
matter what date serves as the first
day of the tax year for the landowner,
it is generally advantageous for the
landowner to retain the services of a
qualified consulting forester to
appraise the value of the harvested
timber as of the first day of the tax-
able year. The reason why it is advan-
tageous to the landowner is because
the definition of “market value”
means appraising to average market
conditions as of the date of apprais-
al, which, given the volatility of the
log market, can often mean a value
that can be lower than the average
value received throughout a whole
12-month period or however long it
took to complete the logging.

When using the 631(b) election,
market value is determined by the
rates, or terms of payment, set in a
written timber sale contract, regard-
less of the date on which payment
was received, just so long as payment
occurred within the landowner’s tax
year. A key test for the IRS that
631(b) applies is that no economic
interest in the harvestable timber was
retained by the landowner once the
contract had been signed. In fact, the
timber sale contract could be for a

lump sum purchase of all the har-
vestable timber, with the money
changing hands on the date the con-
tract is signed. That would represent
the market value of the timber har-
vest and would be reported on the
landowner’s tax return for that year,
even if the timber is not harvested for
a year or more in the future.

Finally, if the timber was held as a
leased fee property it can affect the
income from a timber harvest under
either election. If the harvested timber
was leased, then any expenses
incurred to maintain the leased fee
estate can be deducted from the net
gain to arrive at net taxable income.  ■

VICTOR MUSSELMAN is the manager
of Musselman Appraisal & Forestry in
Portland, Oregon. A state-certified
general appraiser and a SAF Certified
Forester, he is a recognized authority
with over 40 years of experience in all
aspects of timber and timberland valu-
ation, marketing and investment
analysis. Musselman has participated
as co-instructor in various Duke

University forest appraisal courses,
conducted timberland appraisal cours-
es through the Western Forestry and
Conservation Association and was a
co-instructor in the Oregon State
University short courses, The Basics
of Forest Land Appraisal and Forest
Income Tax Fundamentals. He holds
degrees from Willamette University in
Biology and Oregon State University
in Forestry. He is a member of the
Society of American Foresters and the
Washington Farm Forestry Associa-
tion. Vic can be reached at 503-684-
5727 or mussapfor@yahoo.com.
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By VIC MUSSELMAN

here are many
unknowns in
owning forest-

land that define the
risk of owning a rela-
tively illiquid asset.
One of the biggest
risks is that Mother Nature may visit
a catastrophe on your investment,
which will destroy its value in one fell
swoop or over a short period of time.
Fortunately, there is a small sliver of
a rainbow at the end of that very
dark cloud. The IRS will allow you to
take a deduction for the loss on your
federal income tax. The loss must be
physical in nature and caused by an
identifiable event (or combination of
events) that has run its course.

Two types of losses from natural
events

Casualty losses are sudden, unex-
pected and unusual, whereas non-
casualty losses are not sudden but are
unexpected and unusual. An example

of a casualty loss would be fire, ice
storm or wind storm damage. A non-
casualty loss may occur as a result of
a longer term event such as a moun-
tain pine beetle infestation. Casualty
and non-casualty loss deductions are
available to all owners who hold tim-
ber to produce income, whether as a
business or an investment.

Losses may be deducted up to the
adjusted basis of the timber lost.
Generally, a deduction must be calcu-
lated separately for each depletion
unit affected using the basis allocated
to that unit. A deduction is allowed
only if the damage renders the forest
growth in the affected depletion unit
unfit for use, or results in it being sold
for less value than it was appraised
for prior to the storm. The claim as a
loss is calculated as the smaller
amount between the adjusted basis
for the depletion unit or the market
value of the loss at the time of dam-
age, with adjustment for any amount
received from salvage.
Reimbursements from insurance and
other anticipated monetary recovery

must also be deducted in computing
the loss. Also, any expenses incurred
to mitigate the immediate potential
for further damage, such as planting
grass seed to prevent soil erosion, can
be added to the damages already cal-
culated.

The IRS uses fair market value to
determine the amount of the casualty
loss: the market value of the forest
asset before the fire and its market
value immediately after the fire. I like
to say that if the fire started burning
through the subject timber at 1:01
p.m., then the fair market value of
any damage is the market value of
the timber at 1:02 subtracted from its
market value at 1:00. It is always best,
and the IRS prefers, to have the mar-
ket value determined by forest
appraisers knowledgeable in the
applicable markets.

For example, Teri Treefarmer pur-
chases a 40-acre forest of which 20
acres is 45-year-old merchantable
timber and 20 acres is 15-year-old
well-stocked young growth pre-mer-
chantable timber. Teri’s basis for the
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Casualty losses are sudden, unexpected
and unusual. Examples are fire, wind and
ice storm damage. 

Non-casualty losses are not sudden, but are unexpected and unusual like extensive bark
beetle mortality.
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merchantable timber is $7,000 per
acre, or $140,000 total. Her basis in
the young growth is $2,500 per acre
for a total of $50,000. Five years after
purchasing the forest a wildfire over-
runs Teri’s tree farm and completely
destroys it. Immediately after the fire,
Teri hires a forester to appraise the
stumpage value of the merchantable
timber, as of the time the fire started,
and the current market value of the
now 20-year-old plantation of young
growth.

The Forester issues a report listing
the market value of the merchantable
timber as $300,000 immediately
before the fire and $50,000 after the
fire. The resulting damage valuation
is $250,000. Teri also contracts with a
logger to harvest what timber can still
be marketed. The net salvage income
she receives is $30,000, which reduces
her damages to $220,000. The sum of
$220,000 is greater than Teri’s basis in
the merchantable timber of $140,000
resulting in an apparent tax deduc-
tion of $140,000. Teri will report this
amount as a deduction on her tax
return for that year. She can also
deduct the fees paid to the forester on
her Form T. The salvage income
received is eligible to be treated as
capital gains under Section 631 of the
IRS Codes.

The forester also reported that the
20-year-old young growth is a total

loss at a market value of $48,000.
Since this amount is less than Teri’s
basis in the young growth at $50,000
she gets to deduct the entire $48,000.

One final consideration that the
IRS will allow is if the salvage of
damaged timber results in an “invol-
untary conversion.” This would have
occurred in the example of Teri
Treefarmer’s case if she had received
$200,000 in salvage of the mer-
chantable timber instead of $30,000.
This would have meant that she was
liable for a capital gain of $70,000.
However, if Teri used that money to
buy other timberlands, or plant
seedlings to create another forest, the
IRS would allow her to defer that
gain until the harvest of the new for-
est without any penalty.  ■

VICTOR MUSSELMAN is the manager
of Musselman Appraisal & Forestry
in Portland, Oregon. A state-certified

general appraiser and a SAF
Certified Forester, he is a recognized
authority with over 40 years of expe-
rience in all aspects of timber and
timberland valuation, marketing and
investment analysis. Musselman has
participated as co-instructor in vari-
ous Duke University forest appraisal
courses, conducted timberland
appraisal courses through the
Western Forestry and Conservation
Association and was a co-instructor
in the Oregon State University short
courses, The Basics of Forest Land
Appraisal and Forest Income Tax
Fundamentals. He holds degrees
from Willamette University in
Biology and Oregon State University
in Forestry. He is a member of the
Society of American Foresters and
the Washington Farm Forestry
Association. Vic can be reached at
503-684-5727 or mussapfor@
yahoo.com.

NORTHWEST WOODLANDS . FALL 2016 . 25

A BALANCED APPROACH

Forest stewardship for 
productivity and diversity

These forests have been independently
certified as well managed.
FSC Trademark © 1996 Forest Stewardship Council A.C. •
SCS-FM/COC- 00062GN

Portland Foresters 503-222-9772
Corvallis Foresters 541-435-0383

pamela@troutmountain.com
www.troutmountain.com



26 . NORTHWEST WOODLANDS . FALL 2016

By JOHN P. JOHNSTON

ost anyone
who has pre-
pared a tax

return for a tree farm
will likely have, shall
we say, an opinion
about Form T. The
form is only four pages long, as are
the instructions. This means that it is
either super easy to fill out, or the
form is deceptive and the instructions
are woefully inadequate—I’ll let you
be the judge. But hopefully I can give
you some tips and insight to help if/
when you are ever in the position to
be wrestling with this form.

Form T is designed to report tim-
ber activity for the year. Technically,
it is only required to be attached to
your federal income tax return in
years in which you have activity (har-
vest, acquisitions, dispositions, plant-
ing, or other changes). If you fail to
file it when required, your return is
technically incomplete, which has
several potentially negative conse-
quences. However, I recommend
filing it even in years when it’s not
required, if for no other reason than
to provide a continuous record of
your ownership for tax purposes.
Besides, if there’s no activity it only
takes a minute or two to complete.

Beyond the filing requirement, this
form is terrifically important. It
effectively locks in your position on

many important tax attributes of
your timberland, such as depletion
rates, dollars and/or volumes allocat-
ed to the various timberland assets,
and several important elections and
calculations. Properly filed, the IRS
has three years to challenge your
positions, after which they generally
can no longer object. Now that’s
peace of mind.

In general, the form should be
filled out for each block of timber, or
unique grouping of timberland,
attaching additional pages as neces-
sary. It should be done on the tax
basis, and agree with the rest of your
tax return (other than amounts
reported on a non-tax basis in that
return). You need not attach all sup-
port, such as maps, cruise details,
and management plans. However,
you may, and will probably want to,
attach some schedules supporting
certain calculations, particularly in
support of depletion and gains in
connection with your IRC §631(a)
harvests, which allows you to take
advantage of preferential long-term
capital gains rates. In fact, doing so
often makes completing the form
easier. And finally, the form calls for

units of measure in many places. It is
permissible to use different unit
measures for different blocks, such as
Scribner vs. cubic meters for mature
trees, or acres vs. tons for immature:
just be consistent from year to year.

Here are a few detailed tips and
observations for each section.

Part I—Acquisitions
Don’t forget to break out detailed

acquisition costs, such as legal
expenses or cruise costs. Otherwise it
can cause suspicion that you have
inappropriately deducted expenses
that should have been capitalized.

Part II—Depletion
This is possibly the most challeng-

ing and important section of the
form. First, it details your depletion
deduction for the year, including
your calculations under IRC §631(a).
Line 3 allows for timber volume
adjustments “by way of correction.”
Using this box is not an admission of
a previous mistake the IRS will come
after you for. On the contrary, it is
the very realistic accommodation for
the constant change in timber vol-
ume estimates inherent in stand man-
agement. Use it whenever the

Forest Activities Schedule (IRS Form T)

M

Professional Forestry
Services, Inc.

Mike Jackson, CF, ACF

360-943-1470
Since 1960

100 Ruby St. S.E., Ste. B
Tumwater, WA 98501

Forest Appraisal • Management
Expert Witness • Hazardous Trees

Fax 360-943-1471
www.proforestry.com

Use Form T (Timber), Forest Activities Schedule, to provide information on timber
accounts when a sale or deemed sale under sections 631(a), 631(b), or other exchange
has occurred during the tax year.
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foresters adjust their inventory.
Similarly, line 4a, “Addition for
growth”, reflects your estimate of
increased volume due to natural
growth. In the Pacific Northwest I
normally see an annual factor of
three to eight percent used. Whether
you do this annually or every few
years depends on a number of fac-
tors, not least of which is the harvest
activity, since growth lowers your
depletion rate/deduction. However, I
would not ever recommend adjusting
less frequently than every five years.
Line 8, “Unit rate”, often ends up
being a blend of detailed calcula-
tions. This is when attaching sup-
porting schedules can save you time.

The IRC §631(a) election is also
made in this part. Once elected, it
remains in effect in perpetuity, or
until you go through significant
effort to un-elect it. And here’s a
quick planning tip regarding 631(a):
Many times it can be beneficial to
delay making this election with a
new tree farm for the first several
years, but talk to your tax advisor
about that. And finally, make sure
Part II agrees with the detail you’ve
entered in Parts I and III. It’s easy to
miss things in any of these parts.

Parts I and III—Acquisitions and Sales
Be mindful of the lines calling for

“other improved land” and

“improvements.” The IRS is particu-
larly sensitive these days to “higher
and better use” property (land that
should have a higher dollar value
because it has higher use, such as
lakeside vacation property). Also,
roads, bridges and rock pits are
important and separate assets that
are expensed differently over time.

Part IV—Reforestation
The most important thing to be

aware of with this part is that this is
where you make your election for the
annual IRC §194 reforestation deduc-
tion. This is the election that allows
you to expense the first $10,000 of
reforestation expense each year, and
to amortize the balance over seven
years, which is an exceptional tax
preference for the timber industry
from 2004 legislation. The other issue
I want to mention is that there is
great confusion over how much
information to provide here. I have
found that less is acceptable, but
make sure to keep all of the detail
available in your office.

Part V—Land
Once you get to this final part

you’re home free. My experience is
that there is rarely any difficulty fill-
ing this out. Again, make sure it
agrees with Parts I and III.

Summary
The foregoing, being shorter than

the four-page instructions for Form T,
is obviously not exhaustive. Other con-
cepts are confusing, such as incorpo-
rating IRC §1031 (tax-free exchange)
and §1033 (involuntary conversion)
transactions into the form, which are
beyond the scope of this article.
Nevertheless, I hope this at least gives
you a place to start. A quick web
search will link you to the IRS form
and instructions and, as always, I sug-
gest contacting your tax professional
with questions. Good luck!  ■

JOHN P. JOHNSTON, a partner, CPA,
and CMA with Bancroft Buckley
Johnston & Serres LLP in Seattle,
Washington. He is a member of the
AICPA, IMA and WSCPA. John can
be reached at jjohnston@bbjsllp.com.
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Keep separate records for each unique stand identifier, depletion account, block, tract, or geographic area tributary to a mill or mill
complex.
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TreeSmarts: Forest Research You
Can Use appears in every other issue
of Northwest Woodlands. Column
editor Ed Styskel reviews research
being conducted from a host of
sources, sorts through the items of
interest to family forest owners, and
provides a short summary of the perti-
nent results in understandable lan-
guage. If you have a suggestion to
share with Ed, please contact him
directly at edstyskel@gmail.com. 

Nonnative Forest Insects and
Pathogens in the United States:
Impacts and Policy Options. 2016.
Authored by G.M. Lovett, M. Weiss,
A.M. Liebold, T.P. Holmes, B. Leung,
K.F. Lambert, D.A. Orwig, F.T.
Campbell, J. Rosenthal, D.G.
McCullough, R. Wildova, M.P Ayres,
C.D. Canham, D.R. Foster, S.L.
LaDeau, and T. Weldy. 19 pgs.

Accessed on July 20, 2016 at:
www.srs.fs.usda.gov/pubs/ja/2016/ja_
2016_holmes_001.pdf

The most serious and urgent near-
term ecological threat for many
United States forests and urban and
suburban trees is the recurrent intro-
duction of insect and pathogen pests
from other continents. Nonnative
pests (and their threatened hosts)
already found in the Pacific
Northwest include: white pine blister
rust (5-needle pines); Port-Orford-
cedar root disease (Port-Orford-
cedar); sudden oak death (tanoak
and several oak species); emerald ash
borer (ash species); balsam wooly
adelgid (true fir species); and
European woodwasp (many pine
species).

Invasive forest pests are an unde-
sirable consequence of international

trade and travel. The U.S. continues
to accumulate nonnative forest insect
species at the rate of about 2.5 per
year, with “high-impact” insect and
pathogen species accumulating at
0.43 per year, and wood-boring insect
species at about 0.23 per year. In
recent years, the linkage between
trade volume and pest establishment
suggests that, absent more effective
policies, the increase in trade will
yield many new establishments of
nonnative forest pests, some of which
can be expected to be important for
their ecological and economic
impacts.

Pest invasions follow a predictable
course, beginning with initial arrival
at a port of entry and subsequent
introduction to the country. When the
species reach population sizes at
which extinction is no longer likely,
they are considered “established.”
Over time, established populations
may grow and spread, in some cases
eventually becoming pervasive. Along
the progression from export to intro-
duction and spread, the management
responsibility and associated costs
shift from the importer to the federal
government, then to state govern-
ments and ultimately to landowners
and municipalities. Moreover, as an
invasive species advances through
these stages, the likelihood of eradica-
tion or effective control decreases
while ecosystem harm increases, costs
increase, and environmental risks
increase from chemical or biological
control measures.

Scientists estimate that at least 63
percent of the nation’s forestland is at
risk for additional basal area mortali-
ty of host tree species, and five per-
cent of this forestland is predicted to
experience at least 20 percent loss of
host basal area through the year
2027. Initially, there is a physical dis-
turbance phase in which trees are
damaged or killed by the pest that
may last for months to years. The sec-
ond phase occurs for decades or cen-

TreeSmarts: Forest Research You Can Use
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turies after the initial introduction. It
involves change in tree species when
the introduced pest reduces the com-
petitive ability of the host species,
allowing competing species to increase
and subsequent change to cascade
through the ecosystem.

Introduced plants are the only forest
disturbance agents that have proved
capable of nearly eliminating entire
tree species, or in some cases entire
genera, within a matter of decades,
thereby changing forest species compo-
sition.

Pest-induced changes in tree species
composition can profoundly affect pro-
ductivity, decomposition, carbon stor-
age and nutrient cycling in forest
ecosystems because tree species vary in
litter chemistry, growth rates, and
nutrient or water use.

Wildlife can be affected when one
tree species is replaced by another.
That change may harm some wildlife
species and benefit others.

Many cities across the country are
investing in “green infrastructure,” nat-
ural systems that absorb pollutants
from air and water, reduce stormwater
overflow and reduce soil erosion. They
usually require healthy trees that may
be at risk from introduced tree pests.

In addition to direct losses to timber
producers from tree mortality, pest
outbreaks can alter timber supply and
demand, resulting in further loss of
economic value from price shocks and
economic transfers between timber
suppliers and buyers.

Private property values can plum-
met from a change in perceived aes-
thetic quality due to tree loss, plus
property owners have the cost of pre-
ventative treatments to protect tree
health or to remove and replace dead
trees. Local governments are burdened
with the same kind of costs on city
streets and parks.

A recent analysis indicates that the
direct economic impact of nonnative
forest insects in the United States is
estimated to be at least two billion dol-
lars per year in local (e.g., municipal)
government expenditures, one and one-
half billion dollars per year in lost resi-
dential property values, one billion dol-

lars per year in homeowner expendi-
tures (e.g., tree removal and replace-
ment), $216 million per year in federal
government expenditures, and $150
million per year in losses to timber
owners. This analysis likely underesti-
mated the current costs and losses
from invasive forest pests because it did
not include introduced diseases. 

The two most dominant invasion
pathways into the U.S. for nonnative
forest pests are live plants and wood
packaging material (WPM) or other
wood products. Other pathways are
roundwood or other wood products,
hitchhiking on cargo, intentional intro-
duction, passenger baggage, and letter
or package mail.

Live plants imported into the U.S.
must be inspected at one of 17 Animal
and Plant Health Inspection Service
stations. One study found that 2.6 per-
cent of incoming shipments had
reportable pests, and more thorough
inspections of select plant genera
revealed much higher rates. Among the
WPM control options suggested by
authors Lovett et al. are: (1) substan-
tially restricting or eliminating imports
of live woody plants for horticultural
use, and (2) educating travelers to for-
eign countries about the risks and
penalties of bringing live plants back.

Current regulations require that
WPMs be debarked and fumigated
with methyl bromide or heated for ster-
ilization, then marked with a stamp to
certify compliance before transport.
The regulation is primarily enforced
through entry inspections by U.S.
Customs and Border Protection. The
effectiveness of these requirements
seems to be limited by several factors:
(1) inadequacy of mandated heat and
fumigation treatments to ensure poten-
tial pests are killed, (2) post-treatment
pest colonization of WPM, (3) fraudu-
lent application of the stamp marking
on WPM, and (4) unintentional failure
to follow treatment protocols in
exporting countries. Among the WPM
control options suggested by authors
Lovett et al. are: (1) requiring the
phase out of solid WPMs in interna-
tional shipping, and (2) promoting the
voluntary phase out of solid WPMs by
retailers.

Early detection and response
before establishment of nonnative for-
est pests could be aided by outreach
training to citizen groups who live or
work in the forest. Smartphone appli-
cations for pest identification are
being developed. ■



DEAR TREEMAN, I am considering hav-
ing a well drilled on my property. I
have checked with a few of the neigh-
bors and they tell me their wells are
over 300 feet deep and some of them
don’t have very much water. I checked
on the cost of drilling and after con-
sidering the limited success of my
neighbors it makes a person hesitate
on whether to do it. An old-timer in
the area told me to have someone
witch the well so when I drill I would
know there was water. I passed this on
to the well driller and he said he never
knew a witcher that ever made any
money and his success was as good or
better than any of them.What’s your
opinion? —Joe

DEAR JOE, If locating a well on the
valley floor, the probability of success
is about as certain as a politician
drilling for your wallet. Once you
begin to navigate up the hill, the
election is over and you will be left to
your own devices.

Water witching, or dowsing, is a
type of divination employed in
attempts to locate ground water,
buried metals, gemstones, oil or any
other object of value without the use
of scientific methodology. Dowsing is
considered a pseudoscience: there is
no scientific evidence that it is any
more effective than random chance.

The motion of dowsing rods is
generally attributed to the ideomotor
effect. Ideomotor is a psychological
phenomenon where a subject makes
motions unconsciously, similar to the
Ouija board we employed as kids. But
when the Ouija board was commer-

cially advertised
in the late 19th
century, dowsing
had been around
several hundred
years, maybe even
milleniums.

The 6000- to 8,000-year-old cave
paintings in northwest Africa are
believed to show a water dowser at
work. Some contend it began with
Moses. Treeman money is going here:
if a guy can use a rod to part an
entire sea, they sure-as-the-devil
could find a trickle of water in the
ground. Others swear by the ancient
Greeks. Dowsing, as practiced today,
may have originated in Germany dur-
ing the 15th century in attempts to
find metals, while the first written
record of finding water with a forked
twig came in 1556.

In 1662 dowsing was declared to
be “superstitious, or rather satanic” by
a Jesuit, Gaspar Schott; a strong possi-
bility the pejorative term “witching”
came to fruition. During the 17th cen-
tury in southern France, dowsing was
used in tracking criminals and
heretics. Its abuse led to a decree of
the inquisition in 1701, forbidding the
practice for purposes of justice. Leave
it to government to ruin a good thing.

Closer to home, dowsing, hereafter
called “witching,”was practiced in
South Dakota in the late 19th and early
20th centuries to help homesteaders,
farmers and ranchers locate water on
their property. Although tools and
techniques vary widely, most witchers
continue to employ the traditional
forked stick, which may come from a
variety of trees, including the willow,
peach and witch hazel. Others employ
keys, wire coat hangers, pliers, wire
rods, pendulums, or various kinds of
elaborate boxes and electrical instru-
ments: wannabees, obviously.

Witching employs a supposed
sixth sense that enables people to
find underground water with one of
the aforementioned devices. There is
no scientific reason why witching
should work, but it apparently works
well enough and reliably enough to

sustain the practice.
Witchers practice mainly in rural or

suburban communities where resi-
dents are uncertain as to how to
locate the best and cheapest supply
of ground water. Because the drilling
and development of a well often costs
thousands of dollars, homeowners are
reluctant to gamble on a dry hole and
turn to the witcher for advice.Yes, as
always, it’s about the money.

Science dictates that to locate
accurately the depth, quantity and
quality of ground water, one must
utilize a number of proven, scientific
techniques. Hydrologic, geologic and
geophysical knowledge is needed to
determine the depths and extent of
the different water-bearing strata and
the quantity and quality of water
available for extraction.

There have been numerous con-
trolled studies of witching for water,
none showing a better than chance or
random result.The National Ground
Water Association strongly opposes the
use of water witching, concluding that
controlled experimental evidence
clearly indicates the technique is totally
without scientific merit. Caution: upon
hearing a definitive conclusion by any
“non-profit”or government entity, chas-
tising and condemning anyone or any-
thing that contradicts those con-
tentions should give one pause. One
may find a direct correlation between
the intensity of denial/condemnation
and the fear there may be an efficacy
to the practice.

Advocates to the success of witch-
ing are replete with anecdotal evi-
dence. Kooks, obviously. Treeman has
witnessed witchers locate water in
previously uncharted/undrilled
regions with amazing accuracy.
Chance, maybe? Anything to it? No
scientific research can measure that
“gut feeling” or “that little voice in the
back of your head.”Wilhelm Reich
said it better:“The less he under-
stands something, the more firmly he
believes in it. And the better he
understands an idea, the less he
believes in it.”

So why not go out on a limb, or
forked stick, and give it a try. You’ve
nothing to lose and a lot to gain.
And here’s to hoping you’re all wet.
—Treeman

Tips From The Treeman
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Encourage exploring
Youth are naturally curious. Help

them discover the diversity and wonder
of being in the woods. Teach them
how to find their way using a compass.
Spend time turning over rocks or look-
ing for signs of bird and animal pres-
ence. The possibilities truly are endless.

Unsupervised play
The idea of letting kids disappear

on their own for hours at a time can
raise all kinds of fears for parents.
Sure, there are risks. And you certain-
ly want children to be aware of, and
prepared for, dangerous situations.

But letting kids play and explore in
the natural world has proven psycho-
logical and cognitive benefits.

Share your knowledge
The very young are like sponges

when it comes to soaking up knowl-
edge. Keep it casual and fun and they
will be delighted to learn from you. As
we get a bit older, certainly by the time
we are teen-agers we have developed
interest areas. Respect the uniqueness
of older children and heirs by letting
them know you’d like to share some-
thing with them and asking if they
would like to learn about it.

Collect wild foods together and
prepare a dish

While hunting, fishing and gather-
ing food together we create place spe-
cific memories that are an important
part of ties to the land.

Treasure hunts
This can be fun for all ages. Set

up your own treasure hunt with
maps, clues and hidden treasure.
Geocaching combines the ancient
pass time of treasure hunting with
modern technology—GPS devices.
For more information go to
http://www.geocaching.com/

Share stories
The simple act of sharing stories

about our experiences on the land
can create a sense of increased con-
nection to our heritage, our families
and the land. Tell your stories and
ask others to share their experiences.

Share photos
If your heirs have spent time on

the land ask them to take photos of
their favorite spots and talk about
why that place is important to them.

Encourage diverse activities
Not everyone has the same inter-

ests. It is unlikely that all of your heirs

will be interested in the activities you
engage in on the property. Encourage
others to use the land to participate in
activities that interest them. For
example, you may construct a rustic
artist’s retreat where people could go
to write or draw. It is especially help-
ful if your heirs participate in creating
the areas that they will use.

Invite participation in decision making
Participation in decision making is

important. People are more support-
ive of decisions they have been
involved in making. It is also a
tremendous opportunity for individu-
als to learn about what is involved in
managing and owning the property.

Invite participation in management
You can help your heirs develop

management capabilities by inviting
them to make meaningful contribu-
tions to the management of the prop-
erty. Making meaningful contribu-
tions also means the risk of making
meaningful mistakes. It is hard to
stand back and watch others make a
mistake. Learning, however, involves
making mistakes. Remember, mistakes
are usually outweighed by the oppor-
tunity to develop the skills and confi-
dence. Hopefully, by the time your
heirs assume all of the management
responsibilities they will have devel-
oped the experience and judgment to
avoid catastrophic mistakes.

Share ownership
There is nothing like ownership to

really get people invested. Forming a
corporation allows for the gradual
transfer of ownership through the use
of stocks, without giving up control.
You can invest young heirs with ‘own-
ership’ rights by giving them permis-
sion to make decisions about the
management of a small plot of land.

Reprinted with permission from Oregon State University,
www.tiestotheland.com. © All rights reserved

NORTHWEST WOODLANDS . FALL 2016 . 31

Adams Timber Service  . . . . . . . . . . . . . . . . . . . . . .23

AKS Engineering and Forestry  . . . . . . . . . . . . . . .30

American Forest Management  . . . . . . . . . . . . . . . . .10

Bancroft Buckley Johnston & Serres  . . . . . . . . . . . .13

Forest Seedling Network  . . . . . . . . . . . . . . . . . . . .23

GeneTechs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .22

Hampton Tree Farms, Inc. . . . . . . . . . . . . . . . . . . . .28

Lorenz Forestry  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .27

Lusignan Forestry  . . . . . . . . . . . . . . . . . . . . . . . . . . .11

Millwood Timber Inc. . . . . . . . . . . . . . . . . . . . . . . . .18

Norm Michaels Forestry LLC  . . . . . . . . . . . . . . . . . .4

Northwest Farm Credit Services  . . . . . . . . . . . . .19

Northwest Forestry Services  . . . . . . . . . . . . . . . . . .8

Northwest Hardwoods  . . . . . . . . . . . . . . . . . . . . . . .3

Northwest Management  . . . . . . . . . . . . . . . . . . . .22

NW Forest Properties  . . . . . . . . . . . . . . . . . . . . . . .29

ODF–Private Forests Division  . . . . . . . . . . . . . . . .25

Oregon Forest Resources Institute  . . .Back Cover

Pacific Fibre Products . . . . . . . . . . . . . . . . . . . . . . . . .4

Pope Resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9

Port Blakely Companies  . . . . . . . . . . . . . . . . . . . . .14

Professional Forestry Services, Inc.  . . . . . . . . . . .26

RimRock Timber & Cattle, LLC . . . . . . . . . . . . . . . .15

Silvaseed Company  . . . . . . . . . . . . . . . . . . . . . . . . .21

Starker Forests  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .17

Stuntzner Engineering & Forestry  . . . . . . . . . . .18

Sustainable Forestry Initiative  . . . . . . . . . . . . . . .14

Tree Management Plus . . . . . . . . . . . . . . . . . . . . . .22

Trout Mountain Forestry  . . . . . . . . . . . . . . . . . . . .25

Victor Musselman . . . . . . . . . . . . . . . . . . . . . . . . . . .23

WACD Plant Materials Center  . . . . . . . . . . . . . . . .17

Weyerhaeuser Company  . . . . . . . . . . . . . . . . . . . .16

Wilbur-Ellis  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11

World Forest Investment  . . . . . . . . . . . . . . . . . . . .20

ADVERTISERS’ INDEX

Tips for Involving the Next Generation
It’s never too soon or too late to help your family develop ties to the lands




