
Background
The modern-day federal death tax dates
to 1924, when the top rate on estates
worth more than $10 million was set at
45 percent. Congress increased death
taxes over the next decade to a maxi-
mum rate of 77 percent. Subsequent
revisions to the tax code included 1976
legislation (PL 94-55) that unified the
gift and estate taxes into a single tax
with a top rate of 70 percent for cumula-
tive transfers of more than $5 million.
The last major change to the estate tax
came in 1981 (PL 97-34) when Congress
reduced the maximum rate from 70 per-
cent to 50 percent beginning in 1987. The
latter was never implemented, and the
maximum rate today is 55 percent. 

The death tax generates approximate-
ly 1.5 percent of annual federal revenues
but affects persons of similar net worth
in dramatically different ways. For
example, an heir faced with a sizable
death tax bill who has inherited fairly
liquid assets such as stocks or bonds will
find it much easier to pay such bills
compared to an heir who inherits rela-
tively illiquid assets such as forest prop-

erty, the sale of which could eliminate a
family’s heritage or result in a substan-
tial environmental cost. 

The death tax provides a disincentive
for heirs to retain their family forestland
or to continue to sustainably manage
their forests even if not sold. The federal
death tax can also cause an estate faced
with a substantial tax bill to harvest tim-
ber in an environmentally insensitive
way, disregard a long-term professional
forest management plan, forfeit owner-
ship, or parcel out portions of the prop-
erty; thus breaking up ownership, frag-

menting forested landscapes, and
encouraging alternative development
patterns that often have negative
impacts on the environment and forest
management. This problem may
become even more widespread in the
near future, as about half of today’s non-
industrial private forest landowners are
over the age of 60. 

Nearly 10 million non-industrial pri-
vate forest owners hold 58 percent of the
nation’s commercial forestland base.
These landowners hold their forests for
a variety of reasons including, but not
limited to, recreation, wildlife habitat,
preservation, timber production, and
investment. Most do not rely on their
forest property as a primary income
source but often receive periodic eco-
nomic benefits from forestland owner-
ship. These lands provide 49 percent of
the nation’s timber supply and 53 per-
cent of outdoor recreational opportuni-
ties. 

The current federal death tax provi-
sions can present a great burden to
many individuals who inherit forest-
land. The tax ranges from 37 to 55 per-
cent of the taxable estate and is due nine
months after the owner’s death. In
response to this substantial tax and
short payment schedule, many heirs are
forced to disrupt forest management
programs, prematurely harvest timber,
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Death Tax Repeal Update
—Frank Stewart, FLA Lobbyist

America’s non-industrial private forest owners—who own 59 percent of

America’s forestland, including family farms—are bearing more respon-

sibility than ever before for the nation’s environmental quality and 

sustainable timber production. However, the possibility of untimely 

timber harvests and disruption of established forest management 

programs due to the federal death tax policy is becoming increasingly

pervasive as timber and land values continue to rise. This trend is 

counterproductive to society’s goals of sustainable forestry and 

environmental quality. Succinctly put, the Forest Landowners Tax Council

position on the death tax is that it should be immediately and perma-

nently eliminated.
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and otherwise engage in unsustainable
forest practices that can degrade the
quality of both the environment and the
land, thus limiting future forest man-
agement options. The tax may also force
the estate to subdivide or sell all or por-
tions of the family land that might oth-
erwise be managed in a sustainable
manner, in order to meet the death tax
obligation. The conversion of forestland
to other uses or the unsustainable har-
vest of its resources is of major concern
to the American people and forest
landowners. 

The special use valuation provisions
of the federal estate tax law are of little
help to forest landowners. Although
technically applicable to forestland and
timber, they were written primarily to
apply to agricultural production. The
eligibility and valuation rules are large-
ly incompatible with the reality of non-
industrial forest management and can
only be used by timber estates with the
greatest of difficulty. For example, spe-
cially valued timber cannot be harvest-
ed for 10 years after the owner’s death,
even if required as part of an ongoing
forest management plan or for salvage
purposes because of insect, disease, or
fire damage. Even for those forest
estates that qualify, the $770,000 limita-
tion on reduction below fair market
value effectively excludes substantial
acreages.

The Current Parameters of Death Tax
Law
In 2001, Congress passed and the
President signed into law a $1.35 trillion
tax cut package, the biggest tax reduc-
tion in 20 years. As you may recall, the
gradual repeal of the death tax in the act
is reversed in the year 2011. Following
are the terms of the 2001 death tax elim-
ination.
• The death tax exemption will go from

$675,000 to $1,000,000.00 in 2002, with
a maximum rate of 50 percent (down
from 55 percent);

• There will be a 10-year “phase-out,”

during which the exemption will rise
to $3,500,000.00 in the last year, with a
rate reduction to 45 percent. Then, in
the next year after the phase-out the
death tax is eliminated; 

• During the phase-out, the step-up (or
carryover) in basis will remain intact.
But, after the elimination, the step-up
will be $1,300,000 at most; 

• The bill leaves the gift tax as is; 
• In order to fit all provisions within the

amount of money available, Congress
had to resort to a financial and politi-
cal gimmick: it provided that all the
tax cuts would be rescinded by 2011,
the last year in the planning horizon
used to calculate the legislation’s cost.
This requires that Congress revisit this
act in 2011, when all the affected tax
modifications, including the death
tax, revert to pre-bill status.

Current State of the Death Tax
Repeal
On June 8, the Senate vote on death tax
repeal offered the first serious chance
constituents have had in years to see
where senators stand on the issue.
While FLA is disappointed that the
death tax repeal did not gain the 60
votes necessary to gain cloture, which is
required to get to a simple-majority vote
on the bill-proper, the issue is still very
much alive and the subject of lively
negotiations in the Senate and House.

FLA and its allies surprised many

skeptics by garnering 57 votes; particu-
larly the votes of Max Baucus (D–MT),
John McCain (R–AZ), and Olympia
Snowe (R–ME). Although just short of
victory, those gains have strengthened
FLA’s hand in its efforts to secure a deal
from which forest landowners and oth-
ers can benefit. The efforts of FLA mem-
bers that helped to bring the issue to this
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Yes
Max Baucus (D-MT)
John McCain (R-AZ)
Olympia Snowe (R-ME)
Susan Collins (R-ME)
Blanche Lincoln (D-AR)
Ben Nelson (D-NE)
Bill Nelson (D-FL)

No
Mark Pryor (D-AR)
Mary Landrieu (D-LA)
Lincoln Chafee (R-RI)
Harry Reid (D-NV)
Dianne Feinstein (D-CA)
Maria Cantwell (D-WA)
George Voinovich (R-OH)
Kent Conrad (D-ND)
Ron Wyden (D-OR)
Tim Johnson (D-SD)

Some of the Key Senators’ Votes



point was lauded by key senators.
Reports from Capitol Hill indicate that
FLA members were well represented
and ever-present, as Senate fax and tele-
phone lines were burned up. One FLA
member was told from a Senate office
that we were burying the Hill in faxes.

Currently, Republicans and a handful
of moderate Democrats—led by Max
Baucus (Ranking Member of the Finance
Committee)—are attempting to reach a
deal to reduce the death tax rate and
raise the exemption. Senate Majority
Leader Frist (R–TN) asked the House to
craft and pass legislation that the Senate
could then take up. The intent was to
solidify some compromise terms upon
which the Senate can agree. In response,
Bill Thomas (R–CA, Chairman of the
Ways and Means Committee in the
House) crafted, introduced, and passed
a bill that is a compromise. The Thomas
Bill provides the following: an exemp-
tion for an estate valued at up to $5 mil-

lion; taxation at the time of death at cap-
ital gains rate for an estate valued
between $5 million and $25 million; and
taxation of two times capital gains
above an estate valued at $25 million.
One of the problems with the bill is that
the final provision would mean 30 per-
cent taxation at today’s capital gains
rate. 

FLA’s goal in July is to ensure that
Congress passes as favorable a deal as
possible for forest landowners, and to
strengthen the negotiating position of
our advocates in the Senate as much as
possible. If we cannot get death tax
elimination this year—and the Senate
seems convinced that we cannot—then,
our best course of action appears to be
an interim compromise, as presented in
the Thomas Bill or otherwise. Again,
FLA’s long-term goal remains to be the
complete elimination of this onerous
tax.

FLA members, the FLA Government

Affairs Committee, and FLA’s lobbyist
have made valuable efforts in their focus
on “fence-setting” Senators; that is,
Senators who have made no commit-
ment to vote “yes” or “no,” and/or who
may ultimately be swung to FLA’s view
by their constituency. Some of these
Senators are in the Yes column, below.
Although there is much work left to do
in order to bring others to the table, we
see progress. 

As the Senate returns from July 4th
recess, Sen. Mary Landrieu (D–LA)—in
the No-column on June 8th—has intro-
duced her own bill (S. 3626) that
includes a $5 million per spouse exclu-
sion amount, as well as a 35 percent tax-
ation rate that would increase for estates
valued at over $100 million. Estates of a
value greater than $100 million, would
be subject to a 5 percent surcharge.
Landrieu, who now says she is open to
proposals that cost the U.S. Treasury
about half the amount of full repeal, said
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Congressman Charles Taylor has repre-
sented North Carolina in the House of

Representatives since 1991 and is up for re-
election on November 7, 2006. He needs
your support so that he can continue to vote
in the favor of his forest landowner con-
stituents. A tree farmer himself, Taylor consis-
tently has supported issues that are important
to the forestry community in North Carolina.
After Hurricanes Frances and Ivan hit western
North Carolina, he helped to pass a $2.8 bil-
lion supplemental bill for agriculture disaster
assistance. He also has voted yes on elimina-
tion of the death tax,  an onerous expense
that can place a crippling burden on the fami-
ly forest.

Join him in Marion, North Carolina at Tom
Johnson’s Camping Center pavilion 
on Saturday, August 26, at 11:00 AM for a
good, old-fashioned BBQ with live 
entertainment, including a bluegrass band
and an invited NASCAR star!

Send in the form at right by August 23, 2006,
to be part of this good-time-with-a-purpose: to
ensure the re-election of Congressman
Charles Taylor as a representative of your
interests on a national level.
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Name__________________________________________________________________
Billing Address __________________________________________________________
City __________________________ State ________ Zip ____________________
Phone______________________________ Fax ______________________________
Email __________________________________________________________________

Attendance
❑ Single ($25) ❑ Couple ($40)
❑ Children under 12 years of age (free) ❑ I cannot attend, but please accept  

Please indicate how many children in this my contribution of  $___________
category will be attending: ___________ for Congressman Taylor

Payment
❑ Check for $_________________ enclosed 

(made payable to Forest Landowners Association PAC)
❑ Charge $___________________ to my 

❑ Mastercard ❑ Visa ❑ AmericanExpress
Card # ____________________________________________________________
Print name as it appears on card ________________________________________
Signature __________________________________________________________

Please return this form with payment by August 23, 2006, to FLA, 900 Circle 75 Parkway,
Suite 205, Atlanta, GA 30339; or fax credit card orders only to (404) 325-2955. 

Contact Josh Harrell at (800) 325-2954 or jharrell@forestlandowners.com 
with questions.

on the floor that her bill is fiscally
responsible and would provide certain-
ty that allows taxpayers to plan for the
future. A spokesman said the proposal
would cost the U.S. Treasury an estimat-
ed $245 billion over 10 years. 

Landrieu’s move came as FLA mem-
bers telephoned, faxed, and otherwise
pressed the Louisiana Senator before
and during a week-long recess during
which the death tax issue was largely in
limbo, Republican leaders were working
to soothe their own members and con-

stituents while fielding concerns of
Democrats that may help to bring them
on board for a compromise. Sources say
a vote on the Thomas bill or a Senate
compromise-version in July is all but
certain.

FLA has developed a tremendous
amount of momentum over the last few
months and the effort now is to keep
that momentum going until a deal is in
place. FLA’s plan is to continue its
efforts—both in Washington, DC and in
the states of key senators. The most

important thing you can do now is call
your senator (Capitol Switchboard: 202-
224-3121). If he or she voted for death
tax repeal, thank him or her; if he or she
voted against repeal, tell him or her how
disappointed you are with that vote,
and that you would appreciate his or
her efforts to bring a bill to the Senate
floor in July. The Senate can still lighten
the burden of the death tax; your contin-
ued help is critical to achieving that
goal.

BBQ with Congressman Charles Taylor
Saturday, August 26, 2006 Tom Johnson’s Camping Center Marion, North Carolina

Political contributions are not deductible as charitable contributions for the purpose of federal income tax. Law requires us to use
our best efforts to collect and report the name, mailing address, occupation, and name of employer for individuals whose contribu-
tions exceed $200 in a calendar year. Corporate Contributions will not be accepted. PAC contributions will be accepted. Paid for by
the Committee to Elect Charles Taylor for Congress, David Blevins, Treasurer




