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Financial recordsareaway of lifewith most of us. We
keep records of checking and saving accounts,
retirement plans, Federal and State Income Tax
information and variousother financia records.
However, many of usoverlook avery important set of
records: Forestland Ownership Records. The
financia recordskept on forestland investmentscan
haveavery long-term effect on taxesand management
decisons.

Thelnternal Revenue Code hasdefined 3 basic types
of forestland ownersfor tax purposes. Theseinclude,
inorder of increasing activity withtheir forestland, 1)
investment, 2) passive businessor trade, and 3) active
businessor trade. Thedistinction between the classifi-
cations of ownersbecomesimportant for thetaxpayer
when certain deductionsare considered. The benefits
of active ownership exceed the benefitsof passive
ownership and investment ownership. Federa tax
publications define these classesand your recordswill
becritical to meeting thesedefinitions.

Formd recordsof your involvement with your forest-
land ownership arenot only critical to compliancewith
incometax laws, they are al so necessary for making
long term management decisions. For theaverage
forestland owner, one set of records should be ad-
equateto provideinformation for both management
decisionsand federal tax regulations.

A well kept, complete set of records enablesthe
forest manager toidentify activities, prescriptions, and
other inputsthat have areal, measurable effect onthe
forest. Thiseffect may bemeasured asincreased
wood volume, increased wildlife use, degreesof
biologic diversity, or forest health. Further, thevalue of
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your property isenhanced when you can providethe
new owner, descendant, or heir with acomplete set of
records specifying what has been doneto the property
during your stewardship.

Thereareafew common denominatorsthat should
alwaysbeapart of aforestland record keeping
system. Every financial transaction should be accom-
panied by thedate, abrief description of the activity,
anidentification of the portion or unit of property that
has been effected, thetype of activity (harvest, refor-
edtation, fertilization, thinning, hobby activity, etc.),
persond time (including your spouse stime) ex-
pended, hired labor’stime and cost, and other ex-
pense or revenueinformation. Consider developing a
lineentry system where you describe each activity that
has occurred and attach amore detailed written
summary to the permanent records. Thewritten
description can be asdetailed or general asyou
desire. But remember, it ismuch easier to compress
detail thantotry tofill insparseinformation at afuture
date. Thistypeof record systemissuitablefor track-
ing expenses, revenues, your level of activity, and
other events.

Oneefficient and complete method of record keeping
istouseafilefolder with atablet of paper attached to
one cover and contour maps of the property attached
totheother cover. It can betaken to the property
whenever working onthesite. A forestland owner
would record the date, timesof arrival and departure,
and comments about actionstaken such ascleaning
out aculvert, looking for beetle attack, checking on
possibletrespass. A detailed log can be completed for
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recording labor expenses and other necessary infor- Additiona reading resourcesare availablefrom your
mation whiledtill onthesite. Whendoneonacontinual  local Extension Forester. Two resourcesof particular
basisthisset of records can be sufficient to proveor interestinclude:

disproveyour activeinvolvement. * Forest Owners Guide To Timber Investments,

In many cases, aforestland owner can keep and the federal income tax, and record keeping.
maintain recordsfor aparcel withan annual investment Hoover, Siegel, Myles, and Haney. Ag. Handbook
of lessthan 10 hoursincluding auditing and verifica- No. 681 (USDA - Wa. D.C.)

tion. Other parcelsmight need the advice and input of * Federal Income Tax Strategies for Timber
either acertified public accountant (CPA), aconsulting Owners. Haney & Siegel. Workbook and video

forester, or both. In many instancesthe professional series. Univ. of Georgia

advice of the CPA and consulting forester isworth

morethan thefeesthey chargefor their services. Thisinformation first appeared in Woodland NOTES, Vol. 5,
No. 3.
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