
 

January 17, 2014  
 
The Honorable Max Baucus 
Chairman  
Senate Finance Committee 
219 Dirksen Senate Office Building 
Washington, D.C. 20510 
 
Dear Chairman Baucus:  
 
Thank you for sharing the Staff Discussion Draft on Cost Recovery and Accounting with 
the public for review and comment.  We appreciate the opportunity to submit comments 
to the Committee on the importance of retaining the timber tax provisions in the Code 
relating to deductions for growing and reforestation expenses and capital gains 
treatment of timber revenue. These provisions advance important economic and 
environmental objectives.  
 
Currently, individuals, families and businesses that own and manage timber rely on 
three provisions in the tax code to help maintain the economic viability of timber 
management:  

• Deducting the costs of forest management, including prevention measures (fire, 
pest and disease), thinning, fertilization, interest, taxes, protection of wetlands 
and endangered species, and forestry activities. (Sections 162 and 263A(c)(5));  

• Receiving capital gains treatment for the harvest of timber or sales of standing 
trees. (Sections 1231(b)(2) and 631(a)&(b)); and 

• Deducting up to $10,000 of reforestation costs per stand, with the remainder 
amortized over 7 years. (Section 194) 

As part of the American Jobs Creation Act of 2004, Congress enacted Section 194 to 
encourage taxpayers to invest in reforestation and to eliminate overlapping credit 
provisions related to reforestation expenditures. In the report that accompanied the bill, 
the Committee noted that the provision will “simplify tax computation, record keeping 
and tax return filing for taxpayers.” In the last ten years, the reforestation deduction has 
helped forestland owners grow more trees and has simplified tax compliance.   

Accordingly, we encourage the Committee to reexamine the Discussion Draft 
recommendation to eliminate the reforestation provision. Along with the deduction for 
growing costs and the capital gains treatment, the reforestation deduction helps make 
reforestation more affordable, prevent forest conversion to other land uses and enable 
forest owners to make investments which provide a broad array of public benefits, 
including protecting water quality for drinking water and fish habitat, creating wildlife 
habitat, providing recreational opportunities and reducing carbon in the atmosphere. 

Because timber is a long term investment, we encourage the Committee to maintain 
Section 194 in the code. Thanks to stability in the tax code, it has generated important 
economic and environmental benefits from working forests. Keeping the current tax 



treatment will ensure that working forests continue to make substantial contributions to 
our quality of life and the livelihoods of the hardworking people who own and manage 
them.  Thank you for your consideration of our views on this important matter. We would 
be pleased to provide additional information to the Committee on this.  

 
Sincerely, 
 
Alabama Forestry Association 
Arkansas Forestry Association 
American Farm Bureau Federation 
American Forest Foundation 
California Forestry Association 
Empire State Forest Products Association 
Forest Landowners Association 
Forest Landowners Tax Council, Inc. 
Georgia Forestry Association 
Idaho Forest Owners Association 
Kentucky Forest Industries Association 
Louisiana Forestry Association 
Massachusetts Forestry Association 
Minnesota Forest Industries  
Minnesota Timber Producers Association 
Missouri Forest Products Association 
Montana Wood Products Association 
National Alliance of Forest Owners 
National Association of State Foresters 
New Hampshire Timber Owners Assn. 
North Carolina Forestry Association 
Oklahoma Forestry Association 
Oregon Forest Industries Council 
Oregon Small Woodlands Association 
North Carolina Forestry Association 
Society of American Foresters 
South Carolina Forestry Association 
Southeastern Lumber Manufacturers Assn. 
Tennessee Forestry Association 
Texas Forestry Association 
Virginia Forestry Association 
Washington Forest Protection Association 
Wisconsin Paper Council 
Wisconsin Woodland Owners Association 
. 
 
 
 
cc: The Honorable Orrin Hatch  


