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Compass is a quarterly publication of the USDA 
Forest Service Southern Research Station (SRS). 
As part of the Nation’s largest forestry research 
organization—USDA Forest Service Research and 
Development—SRS serves 13 Southern States and 
beyond. The Station’s 130 scientists work at more 
than 20 units located across the region at Federal 
laboratories, universities, and experimental forests. 

Future issues can be obtained by returning the 
postcard included in this issue.

Email: cpayne@srs.fs.usda.gov
Telephone: 828-257-4392
Editors: Zoë Hoyle, Science Writer and 
Claire Payne, Technical Information Specialist
Art Director: Rodney Kindlund

The mission of the Southern Research Station is to 
create the science and technology needed to sustain 
and enhance southern forest ecosystems and the 
benefits they provide.

The U.S. Department of Agriculture (USDA) prohibits 
discrimination in all its programs and activities on 
the basis of race, color, national origin, sex, religion, 
age, disability, political beliefs, sexual orientation, 
or marital or family status. (Not all prohibited bases 
apply to all programs.) Persons with disabilities who 
require alternative means for communication of 
program information (Braille, large print, audiotape, 
etc.) should contact USDA’s TARGET Center at (202) 
720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, 
Director, Office of Civil Rights, Room 326-W, 
Whitten Building, 1400 Independence Avenue, SW, 
Washington, DC 20250-9410 or call (202) 720-5964 
(voice and TDD). USDA is an equal opportunity 
provider and employer.

The use of trade or firm names in this publication 
is for reader information and does not imply 
endorsement by the U.S. Department of Agriculture 
of any product or service.

The opinions and recommendations offered by 
guest authors and interviewees are not necessarily 
those of the U.S. Department of Agriculture, the 
Forest Service, or the Southern Research Station.
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TAX BENEFITS 
FOR FOREST 
LANDOWNERS
by John Greene

The American Jobs Creation Act 
of 2004 includes four provisions 
specifically for forest landowners. 
Two are broad in focus and affect 
many owners.

Tax	Treatment	of	Reforestation	
Costs

Previously, owners could take a 10 
percent reforestation tax credit on 
and amortize (write off over 8 tax 
years) up to $10,000 per year of 
their out-of-pocket costs to establish 
timber. The 2004 law allows owners 
to deduct outright up to $10,000 
per year of these costs and amortize 
any additional amount, again over 
8 tax years. The reforestation tax 
credit was repealed. Although the 
reforestation tax incentives changed, 
the rules about which costs qualify 
remain the same.

Deduction	of	Management	
Expenses

The American Jobs Creation Act 
of 2004 removed filing-status 
restrictions on owners who qualify 
as active participants in their 
timber-growing enterprise and who 
sell timber. The law allows these 
owners to deduct their management 
expenses most fully. To ensure that 
timber income is taxed as a capital 
gain rather than ordinary income, 
owners must dispose of timber under 
the provisions of IRS code section 
631. Under the 2004 law, an outright 
sale of stumpage—as with a lump-
sum sale—also qualifies as a section 
631 disposal. For tax purposes, the 
“date of disposal” for a disposal 
with an economic interest retained 
remains the date the volume of cut 
timber is first definitely determined; 
for an outright sale, the “date of 

disposal” is when ownership of the 
timber changes hands.

Two other provisions which affect 
forest landowners have a more 
narrow focus. One allows owners 
to revoke an election under section 
631(a) of the IRS code one time 
without IRS consent. The second 
changes the tax treatment of the sale 
of certain real assets by real estate 
investment trusts (REITs) that own 
land.

For	more	information:	
John Greene at 504-589-7130 or 
jgreene01@fs.fed.us

John Greene interpreted the forest 
landowner benefits of the American Jobs 
Creation Act of 2004. He is a research 
forester with the Evaluation of Legal, Tax, 
and Economic Influences on Forest Resource 
Management unit in New Orleans. Claire 
Payne contributed to this article.

The USDA Forest 
Service has published 
two documents related 
to the filing of Federal 
income taxes and timber 
sales for the year 2005. 
The first, co-authored 
by John Greene and 
Larry Bishop, taxation 
specialist with Region 
8, addresses frequently 
asked questions, and the 
second provides tips for 
forest landowners. Both 
documents were updated 
December 1, 2005. 
 
FAQs: http://www.fs.fed.us/
cooperativeforestry/library/
timbertax.pdf

Tax Tips: http://sref.info/
news_items/newsitem_
12.15.2005 
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