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Deferred tax system recommended for small woodland owners
At long last, fam ily  forest 

ow ners have a hint of w hat the ir 
fu tu re  property taxes w ill be. 
S eve ra l yea rs  ago, la rge 
landow ners (those w ith  over 
5 ,000 acres) w ere required to 
pay all o f the  spe c ia lly  a s ­
sessed  fo re s tla n d  va lues
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(SAFV) every year. W hile this 
system  w orks well fo r industria l 
fo rests that harvest s ignificant 
tim b e r eve ry  year, sm a lle r 
landow ners were prom ised an 
a lte rn a tive . S ince fo re s tland  
ow ners m ust app ly fo r inclusion 
in the deferred paym ent plan
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before Ju ly 1, 2003, the recom ­
m endations of the Tax W orking 
G roup com e just in tim e for the 
legislature to act during the up­
com ing session.

Small w oodlands (defined as 
between 10 and 5,000 acres) 
are often fam ily-ow ned farm s 
that have m ultip le m anagem ent 
goa ls. T hese  n on -indus tria l 
goa ls can include im prov ing  
habitat, recreation, w a te r qua li­
ty and aesthetics, in addition to 
generating revenue. Sm all tree 
farm ers often have very long 
rotation periods between tim ber 
harvests. W hile  the industry  
standard is 30 to 40 years, a 
sm all tree fa rm er m ay not har­
vest fo r 50 o r m ore years. 
These sm aller farm s also expe­
rience greater relative im pact of 
regulations, estate taxes and 
difficu lty in accessing m arkets, 
than do large com pan ies w ith 
continual harvest.

Unless another tax option is 
created, all forestland owners will 
be included in the Large
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Landowner Default Tax System 
(LLDTS). Property owners with 
less than 10 acres, or more than 
5,000 acres, will remain in the 
LLDTS. Under th is  plan, 
landowners pay 100% of the 
SAFV every year. No additional 
tax is assessed at the tim e of 
harvest, an advantage for prop­
erty owners that conduct annual 
harvests. However, when a prop­
erty owner cannot harvest every 
year, the need to create annual 
income could be devastating.

Fo llow ing an unsuccessfu l 
a ttem pt to find a so lu tion to this 
com plicated problem , a group 
estab lished by HB 3575 has 
m ade three recom m endations:

First, they are recom m end­
ing a 20/80 deferred tax sys ­
tem, s im ila r to the curren t P riv i­
lege Tax Program . Landow ners 
would pay 20 percen t of the 
SAFV every year. Sm all fo re s t­
land ow ners would a lso pay a 
harvest tax that w ould  recover 
the unpaid 80 percen t of the 
SAFV. Paym ent of the deferred 
tax would  be based on the vo l­
ume of tim ber rem oved over a 
rotation, ra ther than its va lue, 
accord ing to Paul Nys, of the 
O regon Sm all W ood lands A s ­
sociation (O SW A) and a m em ­
ber of the Tax W orking G roup 
(TW G).

The TW G  had p lanned to in ­

c lude  a tax  in cen tive  fo r 
landow ners w ho focus on pro­
ducing ecosystem  services that 
benefit the pub lic but, acco rd ­
ing to Nys, decided to recom ­
m end the 20/80 plans alone, 
because of the current budget 
crisis. A ccord ing to the OSW A, 
both the O regon D epartm ent of 
Forestry and the O regon D e­
partm ent of R evenue recom ­
m ended that the tax deferra l 
p lan stand alone in order to get 
the support of o the r stakeho ld ­
ers.

The  second recom m en da­
tion is to  refer the conserva tion 
option to the C onserva tion  In­
cen tives W ork G roup (a lso e s ­
ta b lish e d  by H B 3575). Sara 
V icke rm an , o f D e fende rs  of 
W ild life , to ld O SW A that the 
com m ittee  “m issed an opportu ­
nity to draft a bill that would 
give a tax break to landow ners 
that exceed legal requ irem ents 
for conserva tion  m easures.”

The final recom m endation  is 
tha t e ffo rts  co n tin u e  to find  
w ays to reduce the com bined 
fire patro l and property  tax bu r­
den on eastern O regon fo res t­
land ow ners.

The recom m endations m ust 
be a c c e p te d  b y  the  le g is la tu re  
before property  ow ners have 
the opportun ity  to se lect the 
20/80 deferred tax plan.
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