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TlMBER CASUALTY LOSSES (Continued from page 1)

the owner can estimate basis by reviewing land and
timber prices at the time of purchase, revising current
timber volumes downward based on current growth
rates, and adjusting the original basis for previous
harvests and planting costs.

The determination of basis and casualty loss is
illustrated in the examples below.

Example 1. If a 50 acre property initially had a
volume of 5,000 board feet/acre and the stumpage
value was $ 100/Mbf, the cost basis is $ 25,000. Ten
years later, with no harvest, the stand volume has
increased to 8,000 board feet/acre. The current unit
rate is $ 25,000/400,000 board feet, or $ 62.50/Mbf.
A fire destroys 25 acres of timber with no salvage
value. The fmv of the destroyed timber before the
fire is $ 200/Mbf and after the fire is $125/Mbf.
Thus, the change in fmv is $ 75/Mbf. The basis for
the destroyed timber is $ 12,500 (25ac x 8Mbf x $
62.50). The change in value is $ 15,000 (25ac x 8Mbf
x $ 75.00). The casualty loss is limited to $ 12,500
(the basis limitation), and is possibly subject to the $
100 and ten percent limitations.

Example 2. Same circumstances as Example 1 except
initial stumpage value was $ 250/Mbf. The current
unit rate is $ 62,500/400,000 board feet, or

$ 156.25/Mbf. The basis for the destroyed timber is $
31,250 (25ac x 8Mbf x

$ 156.25). The change in value is $ 15,000 (25ac x
8MDf x $ 75.00). The casualty loss is limited to $
15,000 (the change in fmv limitation), and is possibly
subject to the $ 100 and ten percent limitations.

Keep in mind the IRS may require verification of
your basis and damage estimates. Report a casualty
loss on Form 4684, Section B. In addition, adjust
your timber basis on Form T, Part II.

Any income from timber salvage must be used to
reduce the casualty loss.

If you have a gain from timber salvage harvest,
you may be able to defer the payment of income
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tax through the use of IRC § 1033, Involuntary
Conversions. Generally, this code section allows the
deferral of income tax on any proceeds from salvage
harvests if it is invested in reforestation activities, or
purchase of additional land, for a period of up to two
years after the fire if all of the regulatory requirements
are met. If you might be in this situation, you should
contact your CPA or tax attorney.

Sources of Assistance:

Websites: www.IRS.gov You can download forms
and publications. Of particular assistance are
Publication 547 Casualties, Disasters, and Thefft,
Publication 584, Casualty, Disaster, and Theft Loss
Workbook (Personal-Use Property), or Publication
584B, Business Casualty, Disaster, and Theft Loss
Workbook. Form 4684 Casualties and Thefts is the
form used to claim a casualty loss. Form T is also
useful for recordkeeping and is required in timber is
salvaged as a result of a fire.

Larger landowners may also want to download the
Field Directive on Timber Casualty Losses published
on April 16,2004 that provides “safe harbor” guidance
for more complex casualty losses.

www.timbertax.org The National Timber Tax website.
This is a non-IRS website that provides excellent
background material for tree farm owners. You can
download acopy of the U.S. Forest Service publication,

=]

Ag. Handbook #718, Forest Landowners Guide to the
Federal Income Tax from the publications section.
(Note that this book is being revised and some of the
non-casualty material has been superseded.)

General questions may be directed to Larry Camp an
IRS Forester located in San Francisco, California. He
can be reached at 415 522-6136.

Disclaimer:

The information contained in this article is intended
for the general benefit of forest landowners to
assist such owners with the tax treatment of timber
investments. The California Tree Farm Committee is
not responsible for the information or advice provided
herein as it may affect the specific tax consequences
to an individual taxpayer, which will depend on many
other facts and circumstances; readers are strongly
encouraged to consult their own professional tax,
accounting and legal advisors on individual tax
matters.

YIELD TAX INFORMATION

The Timber Advisory Committee met on November
10, 2008, at the State Board of Equalization Office in
Sacramento, CA. Concerns over the 2008 lightning-
caused fires that burned several hundred thousand
acres,in TVA’s4 and 7, prompted Board Staff to present
a “Modified Harvest Value Schedule” for TVA 4 and
7 to be effective October 1, 2008, through March 31,
2009. In other words, the Modified Schedule should
be used in the 4" Quarter of 2008 and the 1% Quarter
of 2009 for fire-killed harvested trees.

In other business, the discussion of the number of
sawmills in California and their present locations,
compared to the location and number of sawmills
30 years ago, suggests a re-evaluation of the TVA
boundaries as presently mapped. Board Staff was
directed to map the existing sawmill locations and
present suggested changes of TVA boundaries at the
May 6, 2009, meeting of TAC.

TREE FARMER QUIZ

1. A truck
the chips is measured at 45%. What is the dry weight of the wood chip load? tons

2. What approximate percentage of dry wood is carbon?

3. One th

dioxide equivalent) is in one ton of carbon?

4. What i

environment?

5. Hydric

which is decidedly dry is and the term pertaining

to an environment with an intermediate supply of moisture is

6. Walkin,
access road: N41-12°-24” and W121-39°-27". Your north/west property corner is located at coordinates
N41-12°-37" and W121-39°-27”. What is the approximate distance between the road and your north west

corner?
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2008 INSPECTION RECAP

2008 saw major changes for the American Tree Farm
System with the international approval of our program
by the Program for the Endorsement of Forest
Certification schemes (PEFC). With this certification
came new inspection requirements for Tree Farms.
Each year a random sample of Tree Farms are selected
in each state for inspection. These inspections are
required and without completion the certification
program would be in jeopardy.

decided to continue with the five year re inspection
program. Our volunteer inspectors were very busy this
year with a grand total of 90 inspections completed
and submitted to the National Office. To top that off
we have 15 new Tree Farmers in the system! Our
sample for 2009 is not in yet but I am confident that our
inspectors will have their boots on the ground shortly
after receiving them.

And a big THANK YOU to the inspectors and Tree
Farmers for making this a success.

In 2008, 23 Tree Farms in California were selected
in the random sample. In addition, our committee
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