Axes and Taxes: Basics of Timber Tax
Timber harvests can change your
woods drastically and be a great
financial boon. Most people who own
woodland only have one or two
harvests in their whole life, sometimes
with the help of a forester that helps
them with a plan. It is important to
not only plan for what comes out of
the woods, but also for the taxes on
what you harvest. Knowing how
timber is taxed can help you avoid
unwanted surprises on your bill and
minimize your tax burden.
The way you manage your woods
can have a great effect on the taxes
you pay for harvesting timber. There
are three categories of owning
wooded property for these purposes:
personal use, investment, and
business. For most landowners, their
ownership falls under the personal
use category, where they don’t
purposefully manage their woods for
profit. People who harvest without a
plan are hit the hardest and have the
least flexibility with managing their
taxes. Those who own their woods as
an investment, however, can deduct
forest management expenses and
their income from the harvest may be
taxed at a lower rate. Having a
management plan that includes
timber sale profit can raise your level
of activity to the investment category.
Forest landowners who use their
woods as part of their business have
further reductions. Those who fall
under the business category are
usually loggers, foresters, or other
professional land managers.
If you think you fall under the
personal use category, it may be wise
to consider managing your woods as
an investment if you plan on having a
harvest. Under the investment
category, income from timber harvests
can be reported as capital gains on a
special tax form called “Form T.”
Capital gains from timber harvests are
taxed at a much lower rate than
income but have the caveat that you
must have owned the timber for at

least a full year. Most timber sales
listed in a management plan
developed by a professional forester
would be appropriate to report as
capital gains. To find out the amount
you owe, you must know your timber
basis and the depletion from the sale.
Timber basis is the value of all the
timber that you owned at the time it
was purchased. An important
distinction is that the value of the
land itself is not included as part of
the timber basis, just the timber.
Depletion is the value of the volume
of wood removed from the forest, as
determined by the timber basis. For
example, if twenty percent of the
timber was taken off the property,
then the depletion is considered as
twenty percent of the basis. When
determining your tax burden, your
taxable income from the sale is
reduced by the depletion and any
itemized expenses related to the
harvest, such as the management
plan.
Figuring out your basis and
determining what your taxable income
is from a timber sale is hard work,
and it is highly recommended that you
seek not only a professional forester,
but also a tax preparer who is familiar
with timber taxes. Getting a
management plan and making an
investment out of your forest can not
only help you with reducing your
taxes, but also keep your forest
healthy and strong for the future
when done responsibly.
Conservation District Forester Ben
Savoie can provide professional advice
on how you can manage your
woodland. Through the Forestry
Assistance Program, he provides free
on-site assessments, guidance on
forest management practices, and
referrals to local businesses and
helpful public programs. You can
reach Ben at 269-908-4134, email at
ben.savoie@macd.org, or stop in the
Barry CD office at 1611 South Hanover
Street in Hastings, Suite 105.
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This month by the
numbers:
10 Site visits - 484 acres
10 Referrals, 582 acres
2 MAEAP FWH Assessments
1 outreach event
1 newspaper article

Open referrals:
08-19-09
20 acre woods on 60 acre parcel, in
Bedford Charter Twp, Calhoun Co.
Woods composed of mostly oak
and mesic hardwoods, with pine
plantation on Western boundary.
Invasive species inhibiting
regeneration. Looking for
management plan for MAEAP FWH
Verification. Primary goals include
brush mgmt, forest health and
aesthetics, and wildlife mgmt.
03-19-11
60 acre parcel in Shelbyville area,
Approximately 20 acres of woods,
rest is farm fields. Forest is primarily
lowland hardwoods on either side
of Miller Creek, which runs through
the property. Looking for removal of
previously planted Colorado Blue
Spruce on south end of property,
and possibly harvesting hardwoods
on the northern side of the property
by the creek.
If you are interested in either of
these jobs, please call Ben at (269)
908-4134

