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FOREWORD

This report is a general review ‘of New York State's forest taxation policy
"and a proposal to revise its current shortcomings. The suggested policy revisions:
" to section 480e of the Real Property Tax Law contained herein do not represent
an ultimate solution to the State's forest taxation problem, but can be
accomplished with current assessment practices and information resources.

This prehmmary proposal is being distributed to interested and informed
parties in order to seclieit observations, comments and other suggestions for
improvement. Those wishing to contact the Division concerning the subject of
forest taxation should -eorrespond with the report's two principal authors at the
Office of Program Analysis and Development:

Mark Bertozzi / Richard C. Celani
New York State Divison of Equalization and Assessment
Office of Program Analysis and Development
Ageney Building 4, Empire State Plaza
Albany, New York 12223
(518) 473-4532

We wish to acknowledge the cooperation, suggestions and constructive
eriticisms of James TDunne of the Bureau of Property Valuation, and Henry E.
Wyluda, Esq., of the Office of Legal Services. Invaluable assistance has also
been received during the development of this report from the New York State

Department of Environmental Conservation, the U.S.D.A. Forest Service, as well

as several assessors, tax directors, and forest land owners.






A NEW YORK STATE FOREST TAX POLICY PROPOSAL:

EXECUTIVE SUMMARY

The dilemma of forest taxation policy in New York State includes the
competition among three major incentives: ' \
1. Maintenance of the real property tax base is required to insure the adequaté
funding of local general purpose governments, school districts and special
~ distriets.

2. The economie vitality of the State's timber industry and the rapid increase in
wood eonsumption for home heating requires a taxation policy which does not
diseourage maximum productivity of forest land.

3. A sound forest taxation poliecy must be capable of comprehensive and
efficient administration.

Maintenance of the Real Property Tax Base

New York's current forest tax law, section 480a of the Real Property Tax Law,

consists of the following provisions:

i. Fifty contiguous acre minimum tract.
ii. ‘_ Forest management plan certifieation (D.E.C.) required.
iii. Usual exemption of 80% of combined land/timber value.

iv. | Stumpage tax of 6% upon harvest.

V. Ten year moving commitment of land to ferestry required.

vi. Penalty provisions upon violation of menagement plan or conversion.
Since 1978, when section 480a was implemented, only 92,000 acres have been certified
for paz}ticipation in this program. Yet the effeets on. the tax base have been
substantial in those localities — particularly in Sulliven, Orange, Ulster, Delaware and
Dutchess Counties — where the provisiens of the law have exempted large tracts of
forest land. Seventy-eight percent of the certified a‘creage under §480a (through May,

1981) are in in these five Lower Hudson counties, thereby affecting their tax bases to

8 substantial degree.
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- Almost every -aspéc‘t of the current forest tax law has been heavily criticized.
Fif‘cy, contiguous acres is viewed as too restrictive, eliminafing. a priori almost twenty |
percem of New York's forest land from partlclpatlon. Forest management plan= are
seen as both expensive and too restrictive by some forest owners. The 80% exemp‘non
removes too much of the.property tax base in those areas where land is valuable for
other purpoées‘, éuch as the Lower Hudson, and the stumpage tax, with its voluntary
notification provision, is administratively impossible, acéording to assessors and resl
property tax directors. In sum, most _of the parties affected by this section of the

Real Property Tax Law object to at least sorﬂe of its provisions.
Economie Vitality of the Timber Industry

- As shown in part I of this report, the State's timber industry appears quite
heaithy and has been growing over the past 30 years. _ There has been a substantial
increase in the ‘acreage of commercial forest land, timber volume is subetan’rxal and

has mcreased steadily . over the same perlod and the harvestmg and proce sing

'methodq have beeome ‘more productlve over the recent past. Viewing only the

<aw’r1mber and pulpwood harveet annual growth has exceeded timber production for
these purposes on New York's 15.4 million acres of forectﬂ Howevér, once fuelwood
harvests since 1978 have been taken into account, the picture changes -substantially.
An estimated 3.4 million cords of firewood were consumed in the 1980-81 woodburning

season. The combined industrial and fuelwood harvest of hardwood may be exceeding

~annual growth by as much as 80%.

Demand exceeding supply of a valued resource combines to portray an
exceptionally vibrant timber industry in the State. With this picture of economie

wellbeing, maximum produectivity should be encouraged by the market. Consequently,

" a substantial exemption from the real property tax may not be necessary:



Administration of the Forest Tax

To date, the majdr _administra‘cive problems associated with the forest tax
involve the burden‘é imposed on other real property taxpayers when an 80% exemption
is applied to forested land in‘areas where the land value is subetantlal This is due to
the absolute amount of the tax burden shift. Another weakness in the admlme‘cratlon
~of the fo'rést tax law is the re‘liance on a me‘nagemem plan preseribing harvesting
procédureé; with no practical mechanism to‘in‘sure compliance. In part this is a
p’rolalem of separating the ceftification process from the responsibility for tax
collection. In this case we find the assessor at the mercy of the voluntary
participation of the (exem.pted) landowner for the collection of the yield tax of 6% of
the value of the timber harvested. Some New York S’tate‘ counties claim to have
collected p_g yjelé taxes_ovér‘ the courseé of §480 and §480a implementé‘tiori'; .'

In principle, the incentives 'listed above might best be addressed by a site
producﬁvxty tax, as argued by some tax economists.” This method would tax forests in
terms of their production capablllty, ineluding such- factors as soil type; slope, and
‘acce'ss considerations, thereby providing an incentive to maximize produetivity.
However, the data réquireme‘nts of a site proéﬂctivity tax are considerable. Soil type
clBSSIflcatlons would be necessary statev«nde, along ‘with their timber production
capabih‘tl'e's. - Other production factors would glso have to be ‘incorporated,
n'ecessitatingv a complex administrative scheme beyond the capabilities of most real
property tax administrators in the State. Yet another cOns.ider‘atiori‘ pr"e‘clu'ding the
implementation of a site productivity taxation plan in New York State at the moment
is the substantial cost of producing the necessary data base from which- to generate
_ such préduc’rion assessments, Consequen’.tly, the proposal contained in this report is
v more df a temporizing notion, designed to obviajre some of the more glaring problems

encountered in the administration of §480a.
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- Recommendations for a Forest Taxation Policy

We propose to replace §420 and §480a with-the following forest tax program:

1. Apply the local real property tax rate only to the assessed value of the
~land, with the value of the standing timber not taxed. ‘

2.  Eliminate the stumpage tax.

3. Reduce the qualifying parcel minimum to 25 contiguou° acres.

4, Allow locslities the optlon to adopt the new 1aw for parcelc currently under

' §480 or §480a.

5.  Management plan provisions remain the same as §480a.

6. Penalty of three percent of market value of entire parcel assessed for each

' vear's participation (up to 10 years) at the time of conversion or
management plan violation.

7.  Permit farmers under the Agrlculture Use Value Program to commit
‘ " acreage to this program. :

In part, this represents a return to some of thé provisions of the Fisher Law, the
p_redecessor_df §480a. Separéting timber from la'r.xd value will cause.‘an"addit‘ional'
problem’ for the assessor in the first instance (upon applying' the exemption), but:
i‘edude the workload over time: 'onlly'incr_eases in land value will be taken into account
anuuelly, while growth in the value of the standing timber will not be ‘Iaxed.

The rhain ‘effect of ‘the first -provision of the poliey listed above will be to
increése the viability of the new forest tax poliey in thdse counties where land values
are substantially lowe.r than found in the Lower Hudéqn.area. Additionally, the amount
of value removed from the tax rolls in the Lower Hudson counties will be reduced if
'pAropérties with high 1and values are currently being givén 80% éxemptions.,

The second '.prdvi_sion, the elimination of the "stumpagve tax, represents fhe-
‘de facto case in many aSsessiﬁg jurisdictions - already.  No viable énforcemeht
mechanism exists to insure the colleetion of this yield tax at 'preseut, and the

existence of the Ijhanagement plan does not insure harvests being made known to the

taxing authorities.
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Reducing the minimum acreja.ge to 25 acres alloWs more land‘owners to
participate in' the program, with ‘the restriction of certified management plans
remammg con<tant. Converswn penaltles for land under the new program have been
revised to three percent of the market value of the parcel at the time of eonversion or
violation of the management pla_n for each year of program participation up to ten
years. N
The taxation of land values 5lone wi_ll encourage maximum timber production by
removing the disincentive of taxing standingltimber and its annual growth. The
removal of the s"r’u‘mpage tax will el"ifnvi'nate much of currently unadministrable portion
of §480a. Retaining the management plan 'a'hd some penalties for conversion or
management plan nonadherence will prevent land -épecuiators’ from entering lightly
into the program, and the reduction of the acreage minimum to 25 will broaden the
availability of the ex-emptipn. At the same time, since the lénd vélue will be taxed at
its presenf value, local tax bases will not be stripped in those areas of the State where
an 80%-exemption~ for forests 'producés substantial tax burden shifts to résitjencés and‘
orher land classes. : . | | -

A dxfferent approach to forest ta\:at]on than Dropoeed herein is site productivitv.
. We encourage interested parrxes to contmue 10 explore the fessibility of a site
productivity approach to forest taxanon in \Iew York State. However, at the preeent
time a statewide forest taxatlon olan based on site product1v1tv ecannot be
1mp1ememed without consujerably more mformatlon abour tlmber growth in the S‘cate

than currently exi'sts.

SN
L
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SUMMARY TABLE: ALTERNATIVE FOREST TAXATION OPTIONS

o : ‘ Fisher Tax - Current Tax - Revision
- CONDITIONS: ' ~ Law (5480) Law (5480a) Proposal
Minimum Acreage . 15 acres 50 acres 25 acres
Stumpage Tax 6% at harvest 6% at.hér'vest none
Management Plan v : : o
Certification none required - required..
Conversion ‘ 6% of value of . 2.5 times full 3% of MV
. Penalties ' standing timber tax liability times years
. ' - up to 10 years “up to 10 years
Real Property - marginally .. lesser exemption current value

Tax Liability =~ adjusted value of two formulas: of land only
' _ of land only up to 80% exempt ‘
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1. THE STATUS OF NEW YORK STATE'S COMMERCIAL TIMBER RESOURCES

Background

Part I is a brief analysis of the commercial timber resources in New York

State. There iz no doubt that the State's timber resources continue to be

substantial. Many of the isolable trends presented herein depict a reasonably

healthy commercial timber situation. However, the sudden increase in the

consumption of home firewood poses some questions concerning the State's

i‘eadily available quality hardwood stock. Management of timber resources and

public education are necessary to prevent the firewood demand from depleting

specific types of hardwoods and the supply of quality sawtimber. The following

is an itemization of the status of New York's forest industry:-

A.

There has been a substantial inerease in the area of commercial forest
land in the State. While the extent of increase varies considerably
among the State's geographic units, the Southeastern, Northern, and
Southwestern regions all show a substantial increase. Between 1950
and 1980, the area of commercial forest land increased 22% State
wide. : :

The proportion of ownership of commercial forest land among the

_forest industry, public, farm, and other private interests has remained

constant since 1968. This constancy extends to the ownership of
commercial sawtimber, poletimber, sapling - seedling stands and non-
stocked areas.

Timber - volume in the State is substantial and increased steadily
between 1950 and the last available Federal estimation in 1977. There
was a continuous increase in the net volume of both soft and hardwood
growing stoek, including sawtimber, on commercial forest land. The

_net annual growth of growing stock for all species was 3.6 million

cords in 1976. However, there is evidence that the 4.7 million cords of
hardwood consumed for home firewood and industrial use in 1980

exceeded the net growth in hardwood growing stock by 80% and will do

so by a greater rate in 1982. Hardwood sawtimber growing stock,
which had a net annual growth of one million cords in 1976, may be in
the most jeopardy from rapidly increasing home firewood consumption.

The larger segments of the State's timber and timber produets indusitry
have been resurging in the last 25 years.. The timber industry in the
State had approximately 85,200 employees in 1977 according to the



Bureau of Census data for the three selected industry groups of lumber
and wood products, furniture and fixtures, and paper and allied

produets. This respresents a decrease from 90,600 employees in 1972,
and 105,800 in 1967, Despite the decline in personnel end the number .

of sawmills and pulpmills, their use of the state timber resource and
their production capacity has increased. Between 1967 and 1979 there
has been a 56% increase in harvested.timber.. General timber produets
output from sawlogs and pulpwood has increased by 70% and 66%
respectively between 1967 and 1879. The increased capacity from
fewer mills is the result of technical innovations in the areas of both
harvest and production. - i :

Timber Volume

~ The total timber volume in New York State has been increasing steadily

‘since 1950. In the U.S. Department of Agriculture SurVey of 1968, the live tree

volume, including sound-wood volume in rough and rotten trees totaled 14.8
billion cubic feet. This was 2.8 billion cubic feet greater than the 1950 volume.
The U.S. Forest Service indicated that this increase resulted principally from

the large difference between volume of growth and the volume of "removals"

(harvest for whatever reason). "They also concluded .that to some extent the

~ inerease was due to the '*'ingrowth"——the'numbeb or net volume of trees that grow

' large ‘enough during a specified year to qualify as saplings, poletimber or’

sawtimber—of forest trees on land that became forest'iand during the period |

. between surveys.’

,The timber volume in the State has coptinued to inerease between 1968 and
1977. Figure 1 indicates a constant increase in the net volume of hoth soft and
hardx&oéd éawtimber on cbmmércial forest land. The data is based on U.8.
Forest A.Service es;fimétions for 1952, 1962, 1970, 1977 and represents the most

recent available data.
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Figure 1. Net Volume of Sawtimber on Commercial Timberland, New York
State, 1952-1977. ‘
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Between 1950 and 1968, the growing stock volume in New York State

increased by 20%*. Changes in growing stock volume were not uniform

throughout the State. For example, the Catskill-Lower Hudson geographic uni‘g

had the greatest incresse in'volume; 45%. Only the Eastern Adirond'aqk unit had’

a decrease in volume; -17%. Throughout this period the average annual net

growth of growing stock, for all species, was almost double the average annual

removal. The annual growth of softwoods was 69 million cubic feet and the

annual timber removal was 41 million cubie feet.  For hardwoods, growth was
176 million and removal was 93 mwillion cubic feet. Recent data suggests that
general increases in the State's growing stock are continuing. Figure 2 shows a

éontinuing increase in both hardwood and softwood growing stoek based on 1952 -

to 197'? trend data.

*See: Appendix A for glossary of terms
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Pigure 2. New Volume of Growing Stock on Commercial Timberland, New York
State, 1952-1977.
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Until_ the incorporation of firewood‘ use estimates; the net annual egrowth of
growing stock continued to be almost twice as‘ great as f'removals.” U.s. Fbrest
Service 1976 data shows a growth in growing stock for ail species at
approximately 303.5 million cubic feet and removals totalﬁng 164.5 million cubic
feet-. Sdft and hardwood growing stock grew by 86.8 and 221.7 million cubic feet -
respectively. Removals for commereial timber purposes of these types of wooc
totaled 46;9 and 117.6 million cubic feet. |

However, such voluminous data does not show the arr‘l‘ount’ of readily
_ aécessible or high quality wood. There is considerable coneern: that the dramatie
increase in the use ‘of t’ireﬁood in the State in the last two years could result in
an erosion of the State's quality hardquds. As a later section of this repot't
indicates,‘ the use of firewood for home consumption has risen 100% s_inee the
197849‘%9 wood burning season yto an estimated 3.4 million cords during the.
1980-1981 season.* Almost all of this fire'.woo}d was hardwood. Most reeently
available U.S. Forest Service statistics for 'Januery 1977 indic:'ate that there
‘ex1sts 114. 5 rmlhon cords of hardwood growmg stock whieh ineludes hardwood

sawtimber, in the State. This hardwood growing stock had a 1976 net D'rowth'
| rate of 2.6 million cords.

In 1980, approximately 1.3 .million' hardwood eords were h.arvested for
industrial use',‘ with another two and one half times as much consumed, as honte
fuelwood. Together, the annual hardwood harvest is _epproximately .80% greater
than the last available annual growth volume of the hardvtood growing stock.
The impaet of the massive increase in home firewood consumption',‘ whieh is -

projected by the Department of Environmental Conservation to inerease another

* The 3.4 million cords of firewood is a consumption and not a harvest estimate.
It is assumed most -of this wood was harvested in New York State. Of course,

some of it was not, but there is an equal probablhty that some State harvested
flrewood was consumed in other states. ,
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18% during the 1981"—1982lwood burning season, is difficult to ascertain. It
remains’ uncertéi-n how mueh of th‘:e‘ firewo:’od( is taken from sawtimber or
| potential sawtimber. The volume of State hardwoo_q sawtimber ‘growing stock
was listed in 1976 as being 36.6 million cords with an.annual net :‘growth rgfce of
one million cords. The danger of depletion of veluable hard‘wqods‘ is increased if
most firewood is taken from more readily accessible timber resources or if the
harvest is concentfatéd ip certain types of quali.ty ha»rd'wo_oclls‘ aﬁd hardwood
‘sawtimber. »

~New York State has considerable timber resources with which to meet an
esgialating firewood qemand; In 1976 thé tota} growth in grOWing stock for all’
_timber species: was 3.6 million cozjds.“ It will require effective managemenf of
this resource as well as selective ’har\_iesting of fjrew'opd to insure that the

State's firewood demand does not damage ;t.he supply of available, quality

hardwood.
Area of 'Commercial Forest Land

Considerable changes in land use have taken pla.ce‘in New York Stéte
duri-ng'.'the_ last three or foq; decades. . Farming on small farms and marginal
~ eropland became} less prdfi?able.‘ The yQUnger g:en‘_eratiOn born on farms left
their homes to seek more  lucrative employment elsewhere. ,‘Th‘ruway‘s' and
highways absorbed numerous farms that érossed their right of way. Thousands of
farms were abandoned, and land form erly in crops and pasture reverted to wééds,
branches and shrubs. Seeds of forest trees innea;'by woods were dispe‘rs.ed‘over
much of the abandoned farm land and eveﬁtually trees replaced‘ the formér farm

crops.. This land became classified as commercial forest land.



As Table 1 indicates, commercial forest land in New York State increased
approximately 2.8 million acreé in the SO'year period between the 1950 and 1980
U.S. Department of Agriculture surveys. This represents a 22% increase to &

total of 15.4 million acres.

Tébl_e 1. Area of Commercial Forest Land.

- 1950- -
1950 1968 1980 1980
Geographié Unit . | (Thousands of Acres Com. Foreqt Land) _
Southwestern Region | 4,619 5,698 6,314 +37%
" Lake Plain | 1,440 1,889 2,164 +50%
Southwest Highlands 1,480 - 1,856 1,733 . +17%
.South-Central High]ands. | . 1,699 2,153 . 2,417  +42%
* Northern Reg‘ion‘ Ny - 4,603 5,288 - 5,403 +17%
St. Lawrence - N Adirondacké 2,080 . 2,505 2,580 | +24%
Western Adirondacks = ' 1,259 : 1,‘488 : 1,555 ' +24%.
Esstern Adirondecks  ~ 1,264 . 1,295 1,268 . 0%
Southeastern Region 3,344 3,295 3,67'1 | +10%
Capital District 1,000 1,240 1,395 . +38%
Catskill - Lower Hudson | 2,335 2,055 - 2,276 -3%
NYS. Totsls 12,566 14,281 15,388 +22%

Figures subjected to roundmg and USDA sa mphng error.
Source: U.S. Department of Agriculture
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“The large increase in acreage is not uniformly distributed over the eight -
geographic units. The three regions, Southwestern, Northern, and Southeastern,
had varied average increasés of +37%, +17% and +10% over the 30 year p_eriod.
Conside‘rableya‘riat‘ion exis:ts in the peréentages, of change among geographic

units that comprise the three regions. These percentages of change range from

+50%, +42%, and +38% in the‘La.ke Plain, South Central Highlands, and Capital.

Distriet to’+17%, 0%, and -3% in the Southwest Highlands, Eastern Adirondack,

ang Catskill'-LowerlHudson geographic units over the 307year period.
Ownership of Commercial Forest Land |

There has not been much change in ‘the ownershlp of New York State‘s

commercxal forest land. In 1968 ‘the U S. Department of Ag'rlculture reported'

" that 94% of this land was prlvately owned. The forest’ industry owned 9% of the .

commerciai forest land with farmers and other private dwner':hip accounting for
85%. At that time: only 6% of the commerclal forest land was’ publlcly owned.
The State itself owned flve—elx’thQ of this. U.S. Forest Se:wce 1977 statls’f]cs_

show only a 1% decrease in 1and owned by ’rhe'foreé‘t industry and a 1% increase

in combined farm and other private ownership. ‘These changes are not very

~ signifieant considering the 8% standard error on the Forest Service's estimate of -

a 14,243,300 acre inventory of the State's commerecial forest land for that year.
The data indicate that the arés of commercial saWtimber, poletimber, sapling-
seeding stands and nonstocked areas has been constant in terms of ownership.

Forest industry, publie, farm and other private interés’tQ own the same proportion

- of these different commercial forest stands in 1977 as they 3i0 in 1968. There

are no Natlonal Forest ownership of such s’rands 1n New York State Federal

ownership of State’s commercial forests 1and is less than 1%.
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Industrial Timber Harvest

New York State's forest land consists mostly of hardwood trees of valuable
species. Approximately three fourt‘hs‘ of the States forests are hardwood. Most
of these -trees are found in the hilly areas in the_ Northern and Southwestern
regions which are both noted for their excellent hardwood and softwood timber
sites. Nearly half of the State's hbardwoodb timber is located in the Southwestern
regfon.

In 19'749, 159 million cubic feet of timber were harvested for use by the
timber industry from New York State's .forests. Most of this timper was used for
sawlogs and pulpwood. T'he'bu]k_ Qf the State's industrial timber harvest has
alwaysl been in the form of sawlogs and pulpwood in the last 30 years. Sawlogs
accounted for over 60%. of the total 1979 harvest:. Pulpwood accounted for over
36% of this harvest. The remafning harvest was used for poles, posts, and
mis.c‘ellaneous timber products. Hardwoods -accountéd for 74% of the total
timbef harvest. Ta.ble'z depicts the 1979 industrial timber harvest by geographic

unit.
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Table 2. Industrial Timber Harvest, by Geographic Unit, Softwoods and Hardwoods,
- and Products, New York, 1979.

Geographie unit

and
species group

Northern

Softwoods

Hardwoods
4 Total

Southeastér;l
Softwoods
Hardwoods

Totél

Southwestern

Softwodds

HardWoods .

Total:

All units
~ Softwoods
Hardwodds
‘Total

Does not include fuelwood or removals that were not manufactured
industrial produects.

- Source: U.S. Department of Agriculture, 1980.

(Thousands of c_ubic feet)

Sawlogs ‘gu_lg} wood
11,414 8,049
16,082 35,828
27,496 43,8717
8,041 2,363
12,882 4,862
. 20,923 7,225
8,460 1,046
35,118 3,170
43,578 4,216
27,915 11,458
64,082 43,860
91,997 55,318

Other

products

334

1,709

2,043

‘107

636

743
489
1,564

2,053

930

3,909

- 4,839

Produets

19,797 |
53,619
73,416

10,511
18,380
28,891

9,995
29,852
49,847

40,303
111,851
152,154

into -

Includes cabin and veneer logs, piling, and stoek for bats,
bowls, handles, ladders, shingles, and miscellaneous dimension.
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Between 1967, the last published reinventory of the States' forest
resources, and 1979 the two maJor ‘timber product sawlog‘s and pulpwood,

accounted for the overell increase of 56% in the volume of harvested timber.
The combined' cubie foot volume for these two products was 68% higher in 1979.
However? timber cut for all other products, such as veneer logs, polls, and posts,
‘declined in producfion. This decline ranged from 38% to 83% with an overall
| decline of 53% between 1967 and 1979. |

| The industrial timber harvest of 1967 was only 8% highef than in 19_5;0.
However, the fi%nber harvests in New Ysrk State have incereased substantially in

recent years, as Figure 4 indicates.
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Figure 4. Pulpwood Harvest in New York State, 1965-1979.
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The volume of hardwoods harve’s.ted for industrial purposes in the State has
continued to rise since 1950. vIt has accounted for nearly all the gain in harvest
between 1950 and 1967 a‘s well as most of the gain between 1967 and 1979. In
this latter period” hardwood sawlog production rose nearly 50%, and the
production of pulpwood from hardwoods almost doubled. Substantially more
softwood was used in 1979 than in 1967. Most of this resulted from an increased
use of softwood sawlogs.

| Nearly half, 48%, of New York State's 1979 timber harvest was from the
Northern geographic unit and 33% from the Southwestern unit. The
Southwestern unit produced nearly 50% of the sawlog harvest. The Northern unit
produced 80% of the 1979 pulpwood harveet with 13% bemg harvested in the -
Southwestern unit. The Southeastern-unlt accounts for about one fifth of tne

total harvest and sawlog harvest.

State of the Timber Industry“‘

The larger segments of the timber and timber produets industry in New
York State havel been resurging in the 'last 25 years. Even though the nmnber of
loggers, sawmllls and pulpmills have continued to decline, their use of the
timber resource has increased substantially. A deecline in the manufacture of -
minor primary wood products has continued but there has been a grow‘rh in some
larger specialty producte such as cabm logq and bat stock : Improved _
technology, stronger demand, energy conservation and ecological concerns have '

all contributed to the recent growth in the State's timber industry.*

*See: Neville and Sochia, New York Tlmber Industries — A Periodic A ssment
of Tlmber Qutput, USDA Forest Service Resource Bulletin, NE, 1981.
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More wood fiber has been recove'r'edv for use by the ﬁmber industry since
the 1950‘3. Larger, rﬁore effiéient harvest and processing equipment and
1mproved loggmg systems have been’ developed These technical inhdvatiohs

provided g Larger varlety of speclallzed timber produets to lérger, more efficient
rmlls producmg a variety of secondary produets. Chain eaws,.rubbér—‘fired
skldders, mechanical harvesters and knuckle boom headere were used to provide
vlogs, bolts, and chlps_to hlgh capamty saw, veneer, pulp ar_ld pa]l_et mills. Multi
product logging of the State's hardwood stands_and fhe use of tree length
material has reduced harvesting and prOceseing 'cocts,. increased pfoduc»t
recovezly, and has improved y1e1d< in the woods and rmlls

The use of chlps of wood byproducts for pulp fuel and =ewage sludge
treatment has added a new dimension to the markets for timber residue. A
variety of economic opportunities, such as energy éost sévings,._'reduction in
equipment maimenance', inereases in productivity, and éhaﬁging bark and
‘pu.lpwoodi_irﬁarkets have -pro‘mp_ted.v mi]ls to insta]l debark_efs‘, chippers, and wood-
burning power plants. Much of the additionél wood fiber and bark was -
. substituted for oil and gés, as boiler fuel and in home heating plants.thr‘oughout '
New Yprk. Increased volume of. softwood' sawlogs and 'poletimber grown and -
harvested on New York commeréial timberland has * encouraged in-stéte
productioh of cabin logs, lumber and constrﬁcfion material, and .'pulpwood frﬁm
‘softwoods. | |

The numbér of high producti'on‘ saw mills remained relatively constant
duriri_g the 1950's and 60's. These mills, capéble of making mc‘me thz.';m-onc‘.= million
board feet annually, produce an increésingly greater proportion of New 'Yofk
State's tirﬁber. Durihg tﬁis period stumpage and o_;?erating costs increased.
Ffom 1952 to 1967 the diameter and quality of available sawlogs decreased and

the demand for lumber declined. As a result, lumber produetion decreased 12% -
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and the number of llow prod_uc‘fion‘ mills decreased by 68%. However, the number
of high production plants decreased by only 3% during this period. During the
1970's, sawmills began again to inerease in number; with annual State lumber
production fluctuating around 300 m illion board feét thr’dugﬁ the-decade. From
1967 to 1979, the number of high production mills rose by 22% from 114 to 138.
Low production mills increased 10% from 92 to 101. Table 3 shows the 'number

of sawmills by class and year. !

Table 3. Number of Sawmills, by Annual Production Class, New York, 1952,
1967, and 1979, |

- 1Million -~ 1 Million idle énd
Year Board Feet - Board Feet " custom _mills. Total
1952 118 | 988" . . 1,351 . 1,757
1967 114 o 92 . 233 439

1979 139 ~101 -~ 254 .. S 494

Based on sawlog recelpte or reported annual lumber productlon capaclty
Source: N.Y.S. Department of Env1ronmental Conservation.

Pulprmll productlon 1n New York State drooped to about 600 thouqand cords
by the end of the 1950' and cuqtamed ‘fhat level to the early 1970’8. Sxmllar to
the sawmill situation, in recent vears fewer m111= have been producmg more
pulpwood. In 1967, 1974 and 1979 there were 16, 13, and 11 mllls respec’fwely
In these time perlod< the m111'= produced 680, 854 and 874 thousand cords.
Therefore, the woodpulp industry has contmued to grow mamly by mcreasmg
-productlon capaclty at exrc’tmg mllls. Between 1967 and 1979 'fhlS capaclty
increased 42%, whlle the number of pulp mllls was reduced by about one third.
The ‘average capaclty per mill has almost doubled, onlv two mills in 1979 were

capable of less than 100 tons per day productlon capacl’ty
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Table 4 presents a capsulation of general timber production trends between

1967v and 1979. Note the increase in sawlog and pulpwood pfoéuct output for rth‘is

time period.

Table 4. Change in Timber Products Output, New York, between 1967 and 1979.

(Million Cubic Feet)

-

All species - ‘Softwood ‘Hardwoods
1967 1979 1967 1979 1967 1979
Sawlogs 54,1 92.0 10.3  27.9 43.8  64.1
Pulpwood 33.4 55.3  1l.2 1l.4 22.2  43.9
Veneer logs _ 3.4 1.9 - ¥ 3.4 1.9
Poles and posts - 3.0 S 4 .5 : 2.6 *
Mise. products8 3.9 2.4 .1 .4 3.8 2.0
Total | 97.1  ‘152.1 - 22.0 40.2 - . 75.8 111.9

- alnc¢ludes cabin logs and piling and stock for bats, bowls, handles, ladders,

shingles, and miscellaneous dimension.
*Less than 100,000 cubic feet.

Source: N.Y.S. Department of Environmental Conservation.

The Future: Firewood Harvest

There is evidence of a dramatic increase in the use of firewood in New

 York State for home heating. A recent Department of Environmental -

Conservation study estimates that 3.4 million ecords of firewood were consumed

in homes during the 1980-81 wood burning season. The 1978 Wood Energy Survey

conducted by Cornell Univefsity’s Agrieultural Engineering- Department

~estimated slightly ,r‘nore'_than 1.7 million cords were used in 1978. Their survey

,-élso showed a 48% increase in wood stove sales between 1977 and 1978 and a
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32% increase in wood furnace sales for the same pefi.od. If these consumption
figures based 6n sé-mple data are reasonably accurate, there has been
approximately a 100% increase in the consumption of firewood for home heating
purposés si‘nce‘ 1978. D.E.C.'s éurvey results also predict an increased
cohs‘umption of 600,000 cords for fhe 1981-82 ‘wood burning season.

Accordmg to D.E. C 96% of the home firewood consumed in the 1980-81
wood burning season was hardwood. Maple, cak, elm, ash and beech, in that
ordé_r, were-the most f'réquenﬂy used. Almost all of this consumed wood was
used in a primary residence. An estimated 21% of the homes in the State used
firewood for any reason and 66% of these relied on ﬁrewood as a primary ér
supplemental heat source. Hbmés using firewood as the primary heat source
consumed 51% of the total volume of home firewood. Such homes consumed an
average of 5.4 cords in the wood burning season. H;)mes using firewodd for
‘supplemental heating purposes consumed 39% of the Ifirewood with an average of
2.5 cords being used per household. The remaining 10% of the home firewoo’d; an
average 0.7 cords, was used for recreational purposes.

The 5ata indicate that more Woocj is currently being used for home
firewood consumption than for industrial burposes. The prospéc_:t of the State's
timber resoﬁrces being used as a major fuel source makes their proper
~management even more importént. Of peramount concerh is the Huse of high
quality timber euch as potential sawtimber lumber or veneer which should not be
used for flrewood Inctead of sawtimber, small low grade round wood should be

used for this purpose, according to many foresters.
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Summary: Commerecial Timber Resources and the Industry .

Forest taxation policy should be conducive to the overall management of the '
state's timber resources for both preservation and commereial purposes. This is‘_
especially the case since these two purposés are,soAclose'ly related. The last

quarter century has seen a resurgence in the la'rgér.segment’s of the State's timber

_indﬁstry. .- Technological ‘advancements have resulted in higher p’roduc’fion from

fewer pulp and sawmills,

Whéle the State's overall ti;nber resources continue to be substamiél, thex;e"is
evidence that for the first time tﬁat ;rhe commércial harvest of hardwood growing
stock is now greater than the growth rate of this timber. ‘This has resﬁl‘ced from an
estiméted 100% incre‘asle in the-consumptién of wood for hdrhe heating purposes,
almost all of‘i‘r hardwobﬁ, betw'ee‘n'the 1978-79 and '1980-81 wood burning seasoﬁs.
When this i;onsumpfioh figure is considered along ‘w.’i‘th the inéusfrial hardwood
harvest a '.sérious :threa_t tov the hardwood growing s‘(ockb ébpears. of bspec_ial
concerh is the possible depletion of readily accessible hardwood sawtimber. There
can be little doubt that ’eSca]afing oil and gas homehea}ting costs- wi]i créate a
continued focus on wood as -an altefﬁafive enefgy sqﬁrce.h The August 1981 New
York State Energ’y'Master Plan étafes: v"Increased penet-ratiqn of wdod burning -

stoves and furnaces in the residential sector is expected over the forecast period.

- Market forces, in the form of rising convéntional fuel pfices creates the major

incentive for conversion to wood fuel.” The Plah also states that wood is a
"significant energy resource in New York State" and that industrial as well as
institutional fuel users have begun to test the feasibility of burning wood. This

includes the potential of wood as a utility fuel for the gen‘era‘rnidn of electricity.
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Without further elaboration, it seems apparent that there willv be increasing
préssure on the State's timber as an energy source. This demand on the timber
‘resource combined with the standard réquisites of the State's timber using industry
‘make an effective forest taxation poliey all the moréA necessary. The current
forest tax law, with its miniscule enrollment and lack of incentives to produce
potential harvestable growing stock, is inadequate to complement the future

management of the State's forests for either conservation or commercial purposes.
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II. PERSPECTIVES ON FOREST PROPERTY TAXA’I‘ION

Hist_orical.Review - Origins of the Fisher Law

Since the late 1800‘3,'when the Adirondack Preserve was established, the

State has officialiy recognized the necessity of protecting its forest land. As a

- ulti-purpose resource, the continued healthy existence of New York's forest

was and is consid'ere’d essential to the future well-being of the State.

‘ It was motivat&ions‘ of preservatiof;, protection and production which led the
State to enact in 1926 Section 480 of the Real Property Tax Law (othérwisé
known as the Fisher Law'afte.r its prime sponsor, an aésemblyman fi'om an
Adirondack distriér). One of the few authorities on the origin of the Fisher Law
claims that the f’orié'inal intent. was to encourage the reforestation of ab'andone-d
farmland whose major use had become growing bush_."* However, the law's
coVerage was broadehed to include land already in forest use. Though forest land
was‘ge‘nerally underassessed, the ann'ual‘ propérty tax .'bi]l (as opposed to a-yield
tax) was cbnside_red a disincentive to forest owners fo r-etvai.n.their inve‘stment in.
a cropVWith such a long inéome—produciﬁg cyple. Treés, unliké farm erops, were
considered as being perménéntly attached ‘t(.)' the 1and and were valued and taxed
annuglly. The forest owner had to pay decades of increasing (with the value o'vf

the timber) taxes before realizing a harvest.

*Fairbanks, Robert P., Local Government,' Technical Report #6. Temporary
State Commission on the Future of the Adirondacks, 1970. .
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The Fisher Law - How It Worked

The Fisher Law offered participating forest owners a tax adjustment by
basing theii‘ annual assessment‘on the value of the land slone. ‘A yield tax-at the
time of harvest replaced the taxes previously levied annually on the assessed
value of standing timber.

This yield. tax usually reduced the absolute eventual taxes paid by forest
owners, while subs‘_fa_n‘rially'.~ revising the timing of payments. Ideé,‘lly,-uthe
deferred tax payments were intehded to _s’tir‘nu‘late forest jin'vestm-ent, i.e.
through good forest management, by freeing money otherwise reserved for the
anx;'ua‘l property tax bill. The Fisher Law was also drafted to provide an
inecentive for owners to keep their investment in the forest dJespite other
opportunities whieh could show a qm.c.ker profit.

To be eligible for classification under Fisher and to receive the exemptién,
the forest tract had to be at least 15 acres in size and capéble -of producing o
merchantable forest: crop. Applieation, was made first to the; local assessors
office, which then sent a copy to the Department of -Environinental Conservation
D.E.C. for approval of the tract as eligible forest land. If D.E.C. approved of
the traét as eligible*, a certificate of apprbval was sent to the owner, assessor's
office and the county clerk's office.  The tract was then assessed at bare land
(exeluding the value of standing timber) values to provide the partial exemption.
Owners had to harvest if tree density- reached ceftain (ﬁnrealis’tically la‘nge).
limits, but generaklly the owner was allowed fotal control over the timber and -

land.

*§480 eligibility requirements included: average planting of 800 trees per acre,
underplanting of 300 trees per acre, or a tract capable of insuring a crop of
merchantable timber or pulpwood within 30 years.
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The 6% stumpage tax collectlons generated at harvth were apportioned
between the town and Qchool dlSTI‘lcT in which 'rhe tract was located. The owner

could also withdraw his land from classification at any time by pavmg a 6% tax =

on the value of all the tract’s standing timber.
Participation History (1926-1974)

For more than 40 years after its enactment, the growth of exempt forest

acreage under the Fisher Law was gradual, at best. However, in the late 60's and

- early 70'5‘ this growth accelerated dramatically (see Figure 5). In the final

effecvtivev year of the law (1973-74), the total ameunt of acreage enrolled ‘m'ore‘
than doubled - from 365,694 éeres to 815,503 acres ~ w_hile the assessed value of
rhe End (A.V.) almost quadrupled (see Tables 5 and 6). This total exempt
acreage, however, still amounted to only about 5% of all private cornmerei'al_
forest land in New York in 1970

Apparently ‘the exemptlon offered by Fxcher became more attractive to

landowners when the 1nﬂatlonary tren_ds of »The early 70's made tax rates

- everywhere start to rise. What is remarkable is that the majority of exempr 1and

" was previously concentrated in a few upstate Adirondack' counties. It wasn't

until 1974 that downstate counties, where tax rates are generally higher at all -

tlmes, began to show up on the Fisher acreage listing.

Another interesting observation is that 'rhe average parcel size under

. Fisher is noticeably larger than under the law that succeeded it. .The Fisher Law

found its main appeal among the large tract commercial/industrial forest owners

in the Adirondacks. A State Division of Equalization and Assessment study* in

*”Taxatlon of Private Forest Land in New York State," State vamon of
Equelization and Assessment, 1976
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1976 stated.that "more than 80% of the total area certified is held by the five
béwners with the largest certified acreages." Furthermore, 79.7 percent (233,750
acres) of all certified pa_rcels in 1969 were held by forest product companies
(Fineh, Pruyn and Co.; International Paper; etc.)., In fa.ct, 44.3 percent of ’tl'ie
1969 statewide certified total was held by Fineh, Pruyn and ‘Co., according to

Fairbanks. -
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Figure 5. Growth in Certifications under the Fisher Aect Exemptidn Program
(RPTL 480) 1928-1974 . :

" CUMULATIVE FREQUENCY OF (IER‘I‘i[-‘ICA’I‘IONS
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Table 5. Acres by County Enrolled in Fisher Exemption Program, Déc-.’v"119_73._

Number Number P}:;:el AV,

Total of of Average Land

County Acreage Parcels Owners Acreage Only
‘Allegany 287 3 9 96" 2,650
Broome 122 1 1 122 5,000
Cattaraugus 2,653 20 5 133 47,926
Cayugs T 170 1 1 170 1,500
Chautauqua 129 1 1 129 1,000
Chemimg 197 1 1 197 700.
Chenango 335 8 3 56 19,000
Clinton 20,924 . 13 1 395 107,370
Columbia 297 3 3 99 167,000
Delaware 379 3 2 126 26,000
Dutchess 3,133 42 27 75 174,334
Erie 266 3 2 89 61,000
Essex 86,731 338 12 257 304,267
Franklin 45,676 407 14 112 482,075
Fulton 5,534 81 1 91 24,200
Hamilton 118,158 488 7 242 452,241
Lewis 8,783 23 10 382 32,110
Otsego 493 2 2 246 900
Putnam 25 1 1 25 6,215
St. Lawrence 29,733 91 25 327 154,205
Saratoga 32,252 . 84 7 384 96,211
Sullivan 2,194 21 2 - 104 33,500
Warren 6,568 52 8 126 47,925
Washington 625 3 1 208 1,340

Total 365,694 1,668 128 219 2,248,669

*Does not indicate column total, rather it is the number of total owners
exclusive of multiple county ownership. : '

SDEA data compiled 1974

Source: SDEA Classification & Selecetion Unit, 1980
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. Table 6. Acres by County Enrolled in Fisher Tax Exemption Program, 1974.

Cdtxﬁ
Ailega ny
Broome
Cattara ﬁg’us
Cayuga

Chautauqua -
- Chemung

Chenango

Clinton

Columbia
Delaware
Dutchess
Erie

‘Essex

Franklin

' Fulton .

Ham ilton .
Herkimer
Jefferson
Lewis .
Magison
Oneids
Ontario
Otsego
Putnam-
St. Lawrence
Saratoga

Schoharie

Steuben

Sullivan
Ulster

 Warren
‘Washington

Westchester

Yates
Total

* Exclusive of duplication.

Number

Source: Sdme as Table 1.

‘ Number
‘Total of of .
Acreage Parcels ©~~ Owners
1,548 16 5
630 7 5
2,852 23 - 6
200 1
306 4 4
199 | 1
14,084 14 9 .
- 23,874 14 1
' 480 7 5
4,047 10 6
7,292 56 40
289 3 1
297,869 409 18
114,623 - 387 15 -
7,201 84 3
160,577 239 20
6,446 3 N/A
127 1 N/A
6,858 20 11
597 10 N/A
80 1 N/A
152 3 N/A
9,449 7 4 -
41 2 2
73,015 136 21
31,307 110 8
273 2 N/A
181 3 N/A
2,593 24 3
2,984 16 N/A
37,079 414 107
8,000 10 6
57 2 N/A
o125 1 N/A
815,503 2,040 311*

Per Parcel
Average .

Acreage

97
76
124
200
77
199
1,008

1,705

69
405
130

96

728
296

87
613

‘2,149_

127
343

60
- 60

31°

1,350

21

537
285
137
60

108
187

30
800
29
125

658

AV,

Land

Only
158,197

13,100
59,101
2,054
14,605
2,800
264,375
711,500
11,845
154,588
1,140,839
23,000
348,630
1,120,476
84,299
708,886
- 19,844
1,250
38,225
9,320

N/A

26,500
39,250
3,735
1,381,583

128,545
1,100
12,300
37,150
§12,775

1,362,300

9,330
163,800

7,100 -
8,672,182
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Problems and Revisions.

The Fisher Law had many loopholes and few'restrictions, making it a
potential haven for speculators. As the smounts of exempt acreage began to
increase, local governments began to notiée, and complain about, shifts in the
tax burden. The stumpage tax collections did not come close to balancing out
the revenues lost due to the exemption. The taxpa_yeré in a few localities x&ere

bearing the cost of an exemption which primarily benefitted the timber industry.

A concept pap‘er prepai‘ed for the Tug Hill Commission, "Foresf‘Taxation
‘Without a Poliey," b'y'Thomas A. Dorsey in 1980, deﬁnes three major problems
inherent in the Fisher Act: -

1. "The inability of stéttttor&-ianguaée to adequately differentiate ér;e-—
existing conditions (maturing forests) from current conditions (reforestation) to
‘which new policies needed to be applied.” |

2.  "The lack of capacity in local assessing o_ffigiials to (aj establiéh
separate bareland' values for preferential aésessment’, (b) .apply vague criteris
,distinguish‘ing. eligible from ineligible portions of parcels, and (e) to conduect
surveys of classified lands to ascertail;a yields and té distinguish them from
limited personal use."

3. "The lack of real economic incent‘ive which would‘éen‘erate 8 su'bst'a’nt‘ial
response to the offer of preferential treatment m fhat associated‘ with land
holders seeking to escape the effect of incressing local taxation. This also
means that large forest holders utilized the act as an exemption for
undermanaged lands without generating compensating revenuas under the yield

tax provisions."
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By‘ 1973_74 these problems vvinherent m the Fisher Law had become
increasingly obvious. The usé of the exempt_ion by land speculators was apparent
and the outcry from local governments was increaéing. The State moved to stop
the increasing flow of applications for exemption under Fisher. .‘ Subsequentiy, a
new Forest Tax Law, Section 480a Qf the Real Pr;)perry Tax Law, was drafted
and enacted as an amendment to the Fisher Law. Th‘e effective date was
postpéned, however, primarily due.'to the objections of the Sféte Division of

Equalization and Assessment.
~ Current Status

Section 480z (the curreht Forest Tax Law) of the New York Real Pfoperty
Tax Law offers property tax relief in the form of a substantial tax exemption to
| private forest landowners.  The land and the owner must meet certain

requirements to be eligible.

Elig ibilitj - Th.'e tract éf forest land must be obviously suited for forest
crop production and be capabie of producing a fnerchantable _cﬁrop within 30 yéérs
of certification. As opposed to _thé 15 acre m'inimUm of the Fisher Ac;r, the tract

- must consist of at least 50 contiguous acres 6f forest land; The owner must be
~ willing and abie to comm'it thé Tracf to at least 10 years of- foresf mana'gement
as speéified in a manageﬁent plan. This 10 yeér committment must be renewed
}annua]ly to retain the exemptibn. Private foresters prepare the majority of the
manage‘ment plans for consultant fees generally ranging frbm $1 to $4 per acre.
‘ ’I‘hé» plans should contain any 's‘tocking,‘ thinning, and harvestiné: activities
consistent with the practice of good forestry management. The costs - of

. management plans.and related activities are borrie'by the owner.
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The management plan, along with an application for certification, a "type

map", location map, and a twemv—five' dollar fee are submitted to the

appropriate reglonal offlce of the Department of Environmental Conservation.

After revxewmg ‘the apphcatlon and the management plan in particular, D.E.C.
certlfles or demes ehglblh’fy. If the judgement is pocmve, D.E.C. p‘lvee a
certificate of approval to the owner. The owner may then apply for the

exemption.

Exemption Process - The owner takes the certificate of approval to the

local property tax assessor and requests the partial exemption. The owner is,
upon approval, entitled to a minimum exemption of either eighty percent of the
assessed value or the amount that the assessment exceeds the. product of
multiplying forty doﬁars per acre by the. most 're‘cem‘ appropriate equalization
rate, whichever is least. These two methods of caleulating the exemption are
illﬁstrajfed_ by the form'ulae below, where AV is assessed value, N is the number
of acfes, R is thé equalization rate, and E is the amoun't- of exemption:

Method 1. E =.8 (AV) ,

_ - : lesser amount applies.

Method 2. E = AV - (40N)R
Figufe 6 -graphically displays how each form_ula' works with various cOmbir_lations
" of equahzatlon rates and assessed values. The following ealculations (on a per
acre basis) show how, given a fixed asqeesed value of $100 per acre and varymg
equalizat‘ior‘x rates, Method 1 of calculatmg the §4803 exemption will apply in one
~ case and Method 2 will apply in the other.
Example 1: Method 1 determines the lower exemptién value.

Given: AV = $100/acre, R = .20

Method 1: .80 ($100) = $80 exemption p'ef acre.
Method 2: $100 - ($40) .20 = $92 exemption per acre,
Taxable Value: $100 - $80 = $20/acre.
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Example 2: Method 2 determines the lower exemption value..

Given: AV = $100/acre, R = .80

Tethod 1: .80 (3100) = $80 exemption pér acre,
Method 2: $100 - ($40) .80 = $68 exemption per acre.
Taxable Value: $100 - $68 = $32/acre.

Figure 5. Appmpnate §480a Tax Exemption Formula for Various Equahzatlon
g Rates and Assessed Valuations

$200 cpme

Method 1 Applies
$150 b

$100 wbm Method 2 Applies

Assessed Value per Acre (AV) ~

—
. a—
$50 = . . X‘SAO "
E;Q‘ Rate/
av = i
o —
No Benefit Area
I ] ] -
DS i | | o
0.25 0.5 0.75 1.0 1.5

EQUALIZATION RATE

Additional Provisions - An owner who has been grantjéd the exemption must
pay & stumpage tax of 6% whenever harvesting for com merciél r-easohs (a
schedule of such ha.rvesrs is included ih-_T_he management plan). Non—cofpmercial
harvests (e.g. removing cull trees or scheduled thinning), and up to five standard

cords of firewood annually (intended for the owner's private use), are not subject

to the stumpage tax.
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Penalties - If an owner of exempt forest land violates the provisions of the
management plan | or converts the land to another use or simply wishes to ‘
withdraw without completing the remaining nine years of commitment, a penalty
in the form of roll-back taxes is lmposed These roll back taxes are calculated
by multiplying the taxes that would have been due in each year (up to 10 years) if
the land was not exempt by a factor of 2.5. If an owner withdraws only part of
the original tract then the roll—back;penaltyaequals twice the normal taxes due
on'that part.

RPTL §480a is similar to the Fisher Law in intent. However, the economic
benefits offered the forest own.er are exchanged for a surrender of the right to
control the fate of the timber stah’d.k The owner is still able to realize any
income (less stumpage tax, when applicable) produced by the forest land, but 'th\e
requirements for managing the forest a're relatively stringent. Also, the owner
must bear the initial cost of management plan preparation plus any maintenance
cost prescribed by the management plan.

Parti‘c’:ipating‘ owners are thus foreced to invest and reihvest in the forest
and having .once made the commitment, are more likely to retain the land as
forest. Of course, the well managed forest generally.pr"oduces more and‘ steadier
income in the long run to help offset the mandatery levei of investment. From a
solely enonomic point of view, §480a costs the owner more in the short term,
hut, it is believed, also gréhts a greater exemption. Ideally, the owner's gains
are absolute and 1mmedlate, rather than being a simple payment deferrment |

However, the lessened real property tax liability of ‘the forest owners
produces a shift in the tax burden w1th1n the loeal taxing Jurlsdlctlon. The shxft
is offset perlodlcally by stumpage tax collecnon but the eventual stumpage tax
payments  do not equal the annual tax burden shlft whlch results Dependmg

primarily upon the tax rate per forest acre, exempt land may concentrate
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' disproportionately in certain localities, causing a significant shift to other

taxpayers.

TImplementation of §480a to Date .

Though RPTL §480a beca..me law in 1976, its actual effecfive; date was
délayed until. 1978. The New York State Division of Equalization and Assessment
(SDEA) was instru“mental' in furrhering ‘this delay and propoced additional
poetponemem until 1979. SDEA staff had analyzed the bill and predicted rhat a
likely result was that a "51gmflcant tax shlft will oceur, particularly in the Lower
Hudson Valley" with potential "tax base reductions from 15 to 79 percent."*

The SDEA predictions were accurate in identifying the area of the state

likely to be most affected by RPTL §480a and the indicated econoivie con-

sequences are beginning to materialize.,

- Department of Environmental Conservation data** indicate that the five

" counties with the most certified eligible forest land (not ﬁécessarily exempt) sre,

in order; Sullivan, Orange, .Ulster,'Delaware and Dutchesé. These lower Hudson
counties account for 72,306 (78%) of the 92,481 total éértifi_éd acres and 157 of
the 238 certifications. See Table 7 fér more details. |

» At present, the téx revenues shifted at the county level are not yet that
significant. Sullivan County cui-rently has 21,275 acres of.exemgt forest lénd
with an additiorial 10,453 ,certified acres under protest or temporérily

disqualified. The exempt acreage amounts to a little more then 4.6% of all

*SDEA Budget Report on uegls]ﬂtlve Proposal #14, 197 7

**Forest Tax Law Certifications by County, Department of Env1ronmental
Conservatlon, May 1981 (see Table 7).
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private commercial forest in the county. At a hypothetical high tax rate of $15
per acre of forest land, the revenue lost equals less than one percent of the total

‘county tax levy. The amount of certified acreage in Sullivan County, however,

more than doubled from May 1980 to May 1981.

These tax dollars shifted to other taxpayers and the objections of the local
tax Officials‘*g“ain mucﬁ more significance when cdpsidering the town and school
distriet level concentrations of exempf land. Some of the recent certifications
in Sullivan County include 8,000 acres in just two townships. The town of
Forestburgh has 9,173 exémpt forest acres ouf of a possible 32,000. Moreover,
the Eldred School Distriet in Sullivah County has 13,180 acres of exempt land,
resulting. in sharp inereases in rates for the remaining taxpayers. A similar
pattern of highly concentrated amounts of exempt acreage was reported in most
~other céunties. In other words, the taxpayers in a very few localities are bearing
the cost of the benefits created by RPTL §480a and are, in effect, subsidizing

their forest owning neighbors.



36.

Table 7. Department of Environmental Conservétion Certificates for Eligibility
‘ under Real Property Tax Law Section 480a2*, May 1981

' ‘ Commercial -
Certified Forest Acreage
. County Acreage Certifications - Countywide, 1980

Allegany 312 3 » 421,500
Broome | 128 T | 279,400
_ Chautauque - 111 B | ' 326,600

Chenango - 3,839 ‘ 20 _ 340,300
Columbia ' 9,855 19 | 216,900
Cortland . 68 1 o - 158,100
Delaware 9,783 L . 624,300
Dutchess 6,490 36 | 298,600
Franklin . 2,832 3 655,100
Herkimer 1,686 1 388,100
Lewis 2,922 1 574,100
Madison 499 3. 196,200
" Ontario 07 1 | 142,700
Orange 12,917 35 259,000
Otsego . 210 2 369,500
Putnam . 1,092 4 89,900
Rensselaer .- 281 22 253,900
St. Lawrence 313 1 1,119,600
Saretoga 276 2 356,200
Schoharie 242 ) 256,700
Stewben 445 1 478,100
Sullivan - 31,728 28 463,900
Tioga | - 241 2 : . 193,600
Tompkins - 399 4 ' 171,500
Ulster 11,388 23 - 428,900
Warren 465 | 3 - 336,300
Wayne - 258 2 101,900
Westchester 596 . 2 - 82,700

Totals 92,481 | 238 | 9,263,400

*Does not necessarily indicate exempt acreage.
Source: Dept. of Environmental Conservation, Regional Forester Offices.
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Conceptual Problems - An Economist's Perspective

Although. lt reduced the owners annual taxes oonclderably, the Fisher Law !
retamed the eesentlal eoncept of - aqseesmg and taxmg forest land on an ad‘
valorem bams ‘The methodology was the same as that used in taxing other forms
'of real property, except that the exemption reduced the owner'c tax dollar
11ab111ty As a property tax in combination with a yleld tax, the Fisher Law had
many’ flaws which would eventually lead to its demise.

Maeon Gaffney, noted tax economist, in an artlcle presented to a meo].rr
Land Instltute eymposmm on the state taxatlon of forect and land resources®,
ranks the four most common ways of taxing forests in terms of economic
“Jesirability as follows: : |

| o site produetivity,
o income,
o general property, and

o Yyield taxes.

A site produetivity taxation system pldces a forest traet into one of
several pos‘sible‘ site classes‘,'dependent on variables llke soil type, access“ibilit“y,i
and terrain. Values for each of these site ‘classes:_are set, usually bv a state
agenoy or"'advisory board and the taxable assessment -5'ca"rinot exceed these eet’
values. Site produectivity as a base for forest land asce <ment is favored by
Gaffney because it encourages immediate or early restocking of harvested_land_,
A ‘timber g’rowing site's produetivity remains thé same, as do the“-ta:Xeé‘,

regardless of the number of trees per acre. 'Additional pluses for site

*Gaffney, Mason, "Alternative Ways of Taxing Forests", Lincoln -Land Institute
Symposium, Cambridge, Mass., December 1979.
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~produetivity as a base are that marginal sites sre discouraged and better sites

given more intensive management; that the taxes are on a pay-as-you-go basis,

giving local governments steady revenues and eliminating any clash of interests;

~ that there is no pressure to harvest prematurely and that the owner can deduct

the site taxes paid from his Federal taxable income.

On the negative side, a site productivity syétem is ffont—end loaded (taxes
are high on good sites even at the étarf of a‘ tree growing cycle). Also, a greater
dé‘gree of accuracy is demanded of the ‘ assessing authority and there is a
fendéncy for marg’iﬁal land to enter the system. This last pfoblem' can be -
checked by establishing precise definitions of eligible Land. '

An income based system essentially taxes the income derived from forest

ownership. Gaffney ranks the income method second for taxing forests because

' the costs (except lab_dr) of produeing the income are deductible. Also, the tax

tends to be uniform in application from 'areé to area. However, on the negative

| side, he predicts that a very high tax rate would be necessary to generate the

'equivalenft revenues derived from other methods. :There would 'als'o be a reduced

incentive to restock, as labor costs are not deductible.

‘The Fiéher Law exempted the value 6f standing timb’er“ and thei'eby avoided -
many possible faults. However, as a property tax on land alone, without
differentiation for varied site productivity, it was.' still relatively inefficient &nd

inequitable. Gaffney maintains that an ad valorem propertv tax is inappropri‘at‘e.

to forest taxation for several reasons:

1) It is an annuel tax on an investment which matures in a long term
eyele. o s

2) It tends to actuate premature cutting.

3) Tax rates vary from jurisdiction to jurisdiction, creating different
levels of incentive for good forest management.

4) Accurate assessment is verv difficult and time eonsuming, and
beyond the scope of many local assessors.
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5)° The tax is unrelated to services provided by local governments, e.g.
trees don't go to school or drive cars. :
) Marginal sites are not disecouraged from remaining in forest use.

7) A tax on bare land values is front end loaded, that is, the taxes on
" eutover land are the same as those for an eno-of-cycle mature etand

Despite its m‘any faults, an ad valorem system has its posi'r’i‘ve points. Most
all other forms of real property are taxed on an ad valorem basis and thus 8
sense of a uniform taxation pri_nciple is sustained. Some tax experts a‘ccoroingly
feel that the value added annually by timber growth is 8" form of income and
should be taxed annuallv Moreover, the ad valorem' annual tax tends to
eliminate owners w1th cash ﬂow problems and allow< the market to funetion
freely. In the same line of reasonmg, taxes are approprlately low at the start of
a growing cycle and the owner holds full equxty in the erop at harvest, avoiding a
clash of interest with the government. YF’inally, an ad valorem ennusl tax
gaarantees local govern‘ment a steady, predictable flow of revenue.

On the yield tax portion of the Fisher Law, Gaffney would criticize it
because: | | |

1) It is an unstable and poten’ually mfrequent source of local govern—
ment revenue. :

2) It is biased against those sites which produce mature timber faster.

3) The tax is capitalized into lower land values and reduces any pressure
: to restock. ,

4) Local government is forced to share risk with the owner and
' becomes, in effect, a helpless participant in a clash of interest.

The yield tax has few factors in its favor. However, as an eﬁd—of—cYcle.
‘tax, it minimizes owner cash- flow problems. The yleld tax also allowc the owner
to, in a sense, share the risks of price fluetuation, fire, bllght etc., with the
government. An addltlonal owner—favormg aspect is that the yield tax allows for |

leisurely harvesting, relieving any pressure imposed by ad valorem systems.
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Tﬁe basic differences between Section 480a and the Fisher Law are the
manégemenf plan‘requirement and the methods of cslculating the exemption.
Until 1973, the Fisher Law had alloWed the assessment to be frozen at the time
vof"certific’ation. Over time this crea‘ted problems, especially if a corﬁmuni,ty _
decided to go to full.value ass‘essment. In 1973‘,‘ the legislature allowed the
exemption and assessment to fluctuate vx_rith chahging levels. of assessment.*
‘Between §480 and '§480a, the basis for éssessmen“r'remained the same; ( i.e. an |

ad valorem tax). Also, the same yield tax was carried over.
Tax Directors' Viewpoints

In an effort 41‘0 gain .anvu.p—'to-date p.icrure‘of the local effects of §480a,
SDEA staff contacted and qUestione‘dv the county Real Propertf Tax Direétors in
the_areasAof the Staté with the most éertfﬁed acreage.‘ The tax dir.e'cto'r"s‘»'
attitudes toward §480s is ﬁnifo’rrbly nega_tive‘, as the exembption decreases fhe
.tax base, and thé consensus in the _I;Q‘Wer Hudson areas can be simply stated as,
"Ger rid of that law." - |

Overall; tax directors feel that RPTL §480a is not énly a threat to the _tax.
base, but thét it .is also being misus'e‘d‘ by. forest owhers not ‘in‘te'ré_sted _in good )

forest management and timber produection, but only'théir own profits. -

~* ™(C)hange in the level of assessment' means the net increase or decrease in
the assessed valuation of the taxable property in the assessing unit as a result of
assessing such property at a higher or lower ratio of full value."
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Thev following list details the maﬁy objections and suggestions for

1mprovement to §480a registered by tax OIPGCTOPQ

1) Several tax Odirectors reported cases of owners harvestmg the forest
crops just prior to application for certification. While still meeting the 30
year/merchantable crop requirement, the owner avoids the 6% stumpage tax.

2) Several suggested that the management' plans are lax end that,
moreover, D.E.C. does not have sufficient staff to monitor whatever forest
management activities are prescribed.

'.3) In a very basic attack on §480a, most tax directors are of the opinion
that New York's forest industry is healthy enough and that, in-faet, forest
" acreage is increasing statewide. Forest owners, despite the management plans,
are entering the §480a program for primarily monetary reasons. The law does
little to ‘fu;-ther the cause ‘of conservation or to increase timber production,
claim the tax officials, and, anyway, we reaily don't need more timber."

4) Most of the tax directors contacted fél-’r that the "big gu'y‘s'" (wealthy or
large commercial forest owners) were ta'ki’ng advantage of the léw in increasing
numbers. Large tracts of land are getting the exemption despite a lack of real
evidence in an interest in producing timber. Large owners are reducmg their
costs still further by leasing 'ro hunting and flshmg clubs - creating, in effect
low cost, tax exempt areas for sportsmen.

5) The acreage minimum is too low, allov;ring many people to exempt what
amounts to their private woodlot.

8) The stumpage tax rate is way too low and amounts to only a fraction of
 the tax révenues foregone. Additionally, the tax is very difficult to collect as
there exists no formal procedure for notifying local assessors when the tax is‘
due. In a sense, the assessor is forcéd into an added policing ‘and monitoring

gctivity in order to obtain compliance.
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| 7) ‘The present $40 per acre ﬁgﬁré in the second exemption calculation
£nethod éhould not be fixed, but rather sho'uld fluctuate to reflect chang_ing‘
economic situations.

8) Perhaps most importantly, the local tax administra‘tors point to the
| ultimate potential impact that §480a could have on thé property tax base.. As
interest and enrollment in §480a tends to increase with the tax rate, and as _ '
inflation a_n'd revaluation to full market value tehds to increase the per acre tax
on forestland, the tax burden will continue to shift ‘tOWard the already overladen
homeo_wners. - Estimates of potentially eligible‘a'creage range from 50% to 80%
of 'corrllmercial forest land in those counties .su.rveyed.' That much exempt
| acréage'would .probably destroy the finaﬁcial wellbeing of many municipalities.‘ :

9) .Virtually'every tax director contacted maintained that the State should, |
in some way, reimbur;e local governments for lost tax revenues. Several
suggested payfnents from general fupds; while others felt ’r‘ha't: the sfumpage tax
“should be raised to a higher rate.

10) As a requirement for exemption under §4809, ownérs should be
required to. open their forest land to tﬁe public.‘ Such a requireﬁ)étnt w.ould
- discourage ﬂiarginal p’articipanté (esp. rod and gun clubs) while returning a

benefit to the local populace.

Associated _Obsefvations

One .of the most striking effects of RPTL §480a is the obvious
concentration of certified acreage in the Lower Hudson Valley counties (see
Table 7). This coneentration contrasts shafply with theAacreage distribution of

the Fisher Law, which found its main areas of participation among the counties



43.

in and around the Adirondack Preserve‘. The §480a concentration is easily
understood iﬁ light of the significantls; higher taxes on forest land in the Lower
Hudson. Even though this area has not historically been considered a major
timber' industry area like the Agdirondacks, the pressure of suburbanization and
factors like inflation and paper -shértageé have éombined to quic}_dy and .markedly
inci'ease the value'of forest land. RPTL §480a is economically practjcal in these |
'cou'n‘rieS', as the taxsévings eventual_ly exceed the necessary initial investment
and forest management costs. |

- What is ' questionable is why the Lower Hudson' forest owners never
bothered (until 1974) gaining én exemption: under the Fisher Law. Survely even
prior to 1960 the land values downstate exceeded those_uéstate. The Fisher Law,

with its minimum entrance requirements and few restrictions should have been

economically attractive to downstate owneré, more so than to those upstate.

Department of Environmental Conservation Considerations .

Sgﬁet"al D.E.C. Regiénal Foresters were also surveyed, responding to
similar qﬁéstions as those directed to.fax officials.

By and large, D.E.C. staff is'qu.ite supportive of, 1f not enthusiastic about,
§480a. Their positive attitude is based almost entirely upon the spécif_ic
deménds for good forestry management contained within §48_Oa., Foresters
believe that the law has the potential ‘to become an effective means for
increasing timber production in the state. In fact, several respondents indicated
that the beneficial effects of §480a should be increased Ibyv making the ‘ecohomic
inéentiixes more a’rtracﬁve_ and by publicizing the law to a greater ext_eﬁt. .

Common explanations for the present low level of involvement were 1) a

tendeney among forest owners to take.an anti-government regulation position
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and to resist any external control over their-propertﬁz,' 2) a simple econofm’c
decision, especially in the upstate areas with loWezj taxes, weighing fhe costs of
management plan preparation and implementation against potential tax saVings,
and 3) many owners, especially of larger t_racts where harvesting is nearly
comiriﬁous, do not have the cash-flow problems which would make the annual
property tax bill an excessive burden. |

D.E.C. staff had varied o;k)inionsv of the forest landowners in their
jurisdictiéns. Realistically, the owners are a diverse lot‘,. rangihg from the purely
speculative focﬁssed' on profit to the dedicated conservationist.- Ownéx_‘s of
second homes or vacation retfé_ats tended to be @ore pfotective 6f their forest
'acreage. Longtime résideﬁts'of forest areas were characterized as perhaps being
more blase about the issues of good forest management.

Several foresters noted a jump in inquiries regarding §480a after an aree

" revalued to full market value. Apparently the usual resultant increase in

_assessrhents on forest land ve\ncouraged ‘many owners to apply. This phehome_non
fits the bgeneral pattern of r_evaluation throughout the state, wheré vaeant land isv
usually underasse.ssed. Howeyer, br_ie forester c]airhed that .of 200 inquirieé only
a handful actﬁélly followed through (only four érdpértieé certified). |

'Land use conversion (e.g. to a ﬁ_ousing devélopmem) was generally not
considered a current factor, though there was some mention of a "suburbaniza-
vtion boom™ within the last decade. Cwners are perhaps moré content to keep
their investment in forest land than the Forest Tax Laws imply. |

Foresters fel’f that the 50 contiguous acre minimum was\eithex.' appropriate

or too large - several suggested a reduction to 25 acres, claiming that a ‘parcel
thét small coﬁvld still benefit from good forest management.
| At present there are no complaints from D.E.C. staff concerning the

amount of time required to administer and monitor §480a, though almost all
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indicated a "vpoten’tial problem if the amount of ‘exempt acreage continued to
.g"r'ow.' Virtually all regionsl offices maintain a poliecy of annual site visits to
‘exempt properties and all offices conduct definite inspection/confirmation of
activities specified in the r‘héﬁé@er’nen‘t pi’anS’.

Several foresters have also compalined that some delays have occurred in

+ granting exemptions to parcels certified as eligible. In Livingston and Ontario

Counties an attempt b'y the City of Rochester to gain an exémp‘rion for their
watershed areas was refused by loeal assessors. This decision 1ed to an -
amendment of §480a to exelude all municipal applications.

De'sCript-ion's' of forest conditions and potential for tl;mbei' production varied
from area to area, but no one conveyed a terr'ib‘l_v' bleak image. The worst.
- deseription was of .an overstock of low-quality Northern hardwoods. No one

contacted mentioned any scareity of trees.
" Forest Owrer Viewpoints

SDEA staff conducted a landowner survey to ga'th‘er'a representative
collection of attitudes, ideas and opinions. ‘Some. data was gathered via a
-telephone . survey, while fnUch of the material was gleaned from printed
testimoni'e_s of forest owné“r‘s. f6F hearings held 'by - State Senator: Egkert's
Cémmittee“On_Co_riserVa"ti?o‘n and Bect‘_ea"rion in September 1981. -.'A'dditi»ona].ly, a
forest 6wner"s survey* conducted under the' auspices of the New York State

Energy Office in 1980 was tised as a secondary source.

, *Cariham, Hugh, "Landowner Attitudes,” in The Availability of Forest
Biomass in New York State, prepared by the College of Envu'onmental Smence
‘and Forestry for The N.Y.S. Energy Offlce April 1981
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Almost  without exception, forest landowners, even ;fhose who were |
originally in favor of the law, are not now happy with §480a. According to
owners, the.taxes on forest 1and in N.Y. are noticeably. higher than in other
Northeaster‘n states. These high taxes, combined. with a short growing s'easori,
steep slopes and management costs fnake forest ownership in New York a
questionable investment at best. Factors like inflation arid the trend to full
value assessment are alleged to further .decreas.e .the potential :for profit.'
Several owners indicated that they were, in effect, operating at a loss and were
. foreed to subsidize _tﬁeir forest investment with money from other income
sources, If these economic conditions are allow.ed to _c:onﬁnue unmi't.iga'ted,
claim owners, they will be forced to subdivide and sell or wdfse, clearcut and
abandon. .Why'should we pay taxes on aséessments which are based on sa'les of
forest land for other uses, e.g., vacation horhes, or recreation, séy the ‘éwners,
.e‘spe‘ciallyA when our land in férést -use places so few demands upon local public:
servi‘ces? | |

Sécti»on 4804, acéording to the statement of legislative intent, was
designed to. alleviate the very conditions which the -éwnérs are now cdmplaining‘
‘about. Why then, hasn't the']aw found greater acceptance instead of vigorous
opposition? The two basic forest owner objections to §480a are: '

o 1) The costs of enrollment (rf)anagemenic plan preparation by s fo.rester,
- and the cost of completing preseribed forest management thinning) are so'great
as to more than offset the money' savéd ‘chrough' the exemption. |

2) The whole §480a management plan concept as administered by DEC is
much too rigid and réstric’rive, 'réquiri‘ng an excessive degree. of govern'mental

involvement and potential intervention.
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Associa‘red comments/complaints by surveyed__ forest owners include;
1) §480a. is too complicated and technical and is too inflexible to allow the owner
10 ,make a profit by responding quickly to charﬁginvg market conditiong; 2) jf 5480a
' wefe to catch on in 8 'h‘rge‘statewi.de scale, iiteral}y'pundreds .of_“«additior}al‘
foresters would need to bé hired to adequately monitor all the exempt acreage;
3)  §480a is an insult to owners in that it implies, by virtue t;f its_restrictions,
that owners are irresponsible, destruc.t,ive;a'nd insensitive to the public good; 4)
the y.ield tax ehcourages the postponement of harvests and allows marginal land.
to enter the program; 5) th‘e_Wi’rhdraWal pénal’ties are too high, especially for the
smaller vovyne‘rs ‘whose fortunes fluctuate much more ”rv'adica_llly_ than larger
Qorporé'te owners; 6) forest owners Were also concerned about' the‘fact that t‘heir:
potential exemption under S4,80a' would cause a shif’g in the tax,bqrden to their -
neighbors; and 7) owners were similarly aware of the apparent inju;stice in g law
which makes a few localities pay for a supposed statewide be.nefit.-‘ )

Of course, intermixed with all this negativity were numerous suggestions
and ideas for improvement. Basically, forest 6wners felt that the management
plan requirement should be relaxed and wade less costly. Moveover, the
assessment of forest land should ‘be based on the use of the land as forest;,
utilizing éifher an. income _én produetivity index for -valuation. Se\}eral owners
méritioned the current New York Agricultural D;istricY‘Law as a good example to
- follow in redesigning the Forest Tax Law.

~ Other sugges‘ﬁons include‘.d‘»;‘ :
1). reducing the acreage limit to 10 acres
~2) redraft the Foreet Tax law to reeemble the old quher Law in terms of

required owner act1v1tles, but with a longer committment (20-25 vearc) ‘and

stiffer penalties for conversion or early withdrawal.
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3) Raise the severance tax to 7% and tax gll forest mcome, mcludmg
recreanonal fees and gravel sales. '
4) One law should be develfopedto specifically suit the Adirondack forest

and another law designed for the downstate/Catskill region.

5) Make public access to exempt lands a requirement with additional

- incentives for wildlife managemen’t efforts.

6) Prov1de some sort of motive for cooperatlon by local assessors,

-especially when p;‘oce cmg an apphcatlon for exemption.

Virtually all who commented on the 1ssue,of reimbursement felt that it was

“unfair for only certain localities to bear the cost of the program. Com_pensatory

payments from general state funds was the most common solution recommended,

with some owners suggesting that reim'burse'ment start only after a specified tax

-loss threshold, e.g., 2% of total assessed value, was reached. One idea involved

raising the payments that the State makes to local governments in lieu of

property taxes on State-owned land. These increased payments would be funded

by allowing more timber to be harvested from State lands. = Apparently,

-Pennsylvania presently has such a system in p]ace. Another funding idea

mvolved eubSLannallv raising and expandmg the severanee tax, as in 3) above.
To sum marize, forest owners in- New York beheve that thev need some sort.
of economie incentive to reta_in their investment in forest; that forest ownership

at present is a risky long term investment at best, with minimal profit potential.

-

However, owners do not believe that Section 480a provides the necessary

incentives; that its requirements and restrictions are too complicated, inflexible
and limiting and that, in all but the downstate counties, its proffered dollar

benefits do not offset its costs.
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Additional Considerations and Observations

1) Limited recrestional opportunities in areas around population centers
often create situations where mature timber cannot or will not be harvested
because of its value for private recreational or non-forest commercial purposes.

2) RPTL §480a is designed, vis the management plan, to eventually

produce uneven-aged timber stands. Such stands tend, over time, to give o

sustained, semi-continuous vields of timber and other fpr—es‘t produets. Uneven-
aged forests glso further conservation goals es defined in State and- Federal
poliey. |

3) If the purpose of the §4802 exemption is to separate land valuev frorb
timber value, then the eighty percent exemption would appear to repre'sent the
valug of timber. Timber is not distributed in so even a proportion stajtewidré. In
fact, where harvesting occurred just pridr to exemption, ’»the‘ timber value may’
initia}ly be actually less than that of the‘ land: Similarly, fc_hpse areas where
forejst lands carry high assesséd values (e.g. Orange County at $600/acre) are
penalized rela'tivé to those areas of low assessed values (e.g. Broome County at
$15/acré). ’I‘he exemption, in effect, beizomes a subsidy which varies among
owners and taxing jurisdicﬁons. |

4)' A noticeable difference between acreage enrolled in §480 and §480s,
othéf thaﬁ upstate vs. downstate location, is the average parcel vsize. The
parcels exer;upt Qﬁder the 'Fi’sher Law are of a significantly iargér éverage size,
reflecting that law's appeal to industrial/commerecial owners. This size differen-
" tial is surprising when one considers that the acreage minimum uﬁder fishér was
only 15 acres. One ymight. speculate that the efforts to public;ize each law's
benefits may have differed in degree and target ’group. ﬁa_rge commercial

owners would have, with their large staffs and resources, been more likely to
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1

"dlecover“ and take advantage of the Fisher Law if no one pub11c1zed its
existence. A lack of publicity would also account for the very slow growth of
total acreage exempt under Fisher.

Conversely, §480a has drawn mahy more of the smaller tract owners.

N\

However, the strict forest management requirements no doubt discourage many

large com mercial owners.

Other States’ Solutions

Most other timber produecing states recognize that some special effort is
necessary to protect and preserve thelr forest resources whlle also encouragm&T

sustained productlon of fores‘c crops. Synopces of other states' practices are -

gvailable elsewhere (Timber Tax Journal, "Survey of State .Assessment
Guidelines," 1981).
Of the other states, Vermont's law Jeserves further examination as an

example of a working, apparently equitable site-productivity-based system.

~ Vermont appraises its forest land according to use value, i.e. the price per acre

which would be paid if the land were required to continue as forest. These use

-values are set annually by a state advisory board which considers the income '

productivity of the seil and the capitalization of net returns. - There are .
approximately 200 soil types and 4 eite classes in the Vermont system, while the
assignment of use values to these classes is somewhat arbirrary.

The landowners prepare their o.wrx manégement p}an for approval and 'are,
as in New York, required to make an annually—ren_eWed 10 year cem.miltrr)en‘r. A
fiat' 10% (.of full market value) Land Use Change Tax is imposed for any

conversions or violations.



Vermont also has a umque system of reimbursement to local taxing units-

foe revenues lost. The Land Use Change Tax accumulates in a fund used to
reimburse the difference between taxes paid on land assessed at the use value
.. level and the taxes that would have been paid at the full. -ﬁarke-t value:
assessment level. The Vermont State Legislatufe initially ‘appropriated three
million dollars as seed money for the reimbursement fund. However, the Land
Use Change Tex has not yet generated sufficient income to replace the amounts
elready paid out to localities. As a result, the initial appropriatien has dwindled
to less than ($50,000 and the Legislature will be contemplating another multi-
mllhon dollar appropmanon in the’next flecal year.

An mtereetmg caveat for the forest owner's conclderatlon is that the law
now states that the owner is liable for any shortfalls in locality reimbursement
caused by lnsufflelent State funds. In other words, if the Land Use Change Tax
Fund runs out of money and there is no additional legislative appropriation
forthcommg, the owners of exempt acreage must reimburse their local govern—

- ments themselves. If such a seenario did occur, where owners must make up the
difference, as it were, then the owner is subsequently given the choice of
continuing in the program or withdrawking without penalty.

Vermont has neither dn ad velorem property tax nor a yield tex. Instead,
"yse values" de‘termine property tax liability. -Additionally, they have created a
system designed to reimburse local governments for taxes lost. Ultimately, their-
system is intended to be enclosed and self-sustaining, offering the forest owner a
break without je‘qpardizin‘g local tax bases. However, this has not yet been

realized.
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’ . 1S
Summary: Forest Taxation in New York State

Historically, New York State has recognized that its forest land ié very
importénf and deserving Qf special treatment. The Fisher Lew was a simplistic
attempt to protect forest land and encourage timber production. However, bésfc
assumptions of an ad valorem assessment methodology and s yield tax combined
with inflation and land'speculatprs produced' a near runaﬁay si‘cuat‘ion as exempt
acreage grew rapidly. ‘

RPTL §48an uses an ad valorem method of asséssmen-t and attempts té use

g yield tax to reimburse local government. Significant problems have al'ready

" developed in the implementation of $480a. The Lower Hudsoh»Valley counties

are BiSQroportiOnately accumulating the bulk of the exempt acreage and affected‘
localities are suffering significant tax burden shifts. Some landowners have
already discovered loopholes in the law and others reject it because of the

apparently excessive level of government control.

The SDEA has developed a proposal designed to 'elAimina'te_ some -of the

'pr_oblems associated with §480a, while avoiding other possible difficulties

encountered in other states. This proposal is designed to protect New York's

forest, encourage good forest managemenf and sustained timber produetion, and

still preserve the endéngered local property tax base. VSDEA hopes 10

incorporate comments on the proposal into appropriate legislation for submission

to the 1982 legislative session.
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OI. RESOLVING THE FOREST TAX DILEMMA: A PROPOSAL FOR CONSIDERATION
Introduction

FIn response to growing concerné about technical and adﬁ)inistratifv‘epfoblems
in the 1926 Fisher Forest Tax Law, Sec‘rioﬁ 480a was added to the Real Property
Tax La‘a)w‘on Juiy 1, 1977. As 8 replacem.ent to Fisher, §480a was intended "to
pfovide a meens by which present and future forest'lands mey be protect’ed and
enhanced as a viable segmenr of the State's economy and &s an’ economic and
envu'onmental resource of maJ_or 1mportance.f‘ However, like its predecessor,
§48Ce has been the subject of numerous criticisms and suggested revisions. They
have been substahtial enough tc; warrant a general 'review of the effectiveness of
.§480§.. Th‘e Division of Equalization and Assessmen“r has begun researching the
effects of §480a in order to provide a fouhdation .for further inquiry into New York

 State's forest taxation poliey.

The ‘dilemma of forest taxation poliey in ‘New York Sfate inclﬁdes_the
competitbion among three major ineentives: | A |

"(1) Maintenence of the real property .tax baseﬁ ?ic required to insure the

‘adequate funding of loecal general purpose governments, school dlstrlct=
and special distriets.

(2) The economic v1tahty of the State's timber induqtfy and the rapid

increase in wood consumption for home heating requires a taxation

pohcy which does not discourage maximum productlvny of forest land. -

(3) A sound forest taxation pohcy must be capable of comprehenswe and
efficient administration.

The Division of Equalization and Assessment recognizes the need for providing
effective measures and incentives to preserve -New York State's forest resources,
f‘or this reason it is proposing a basic revision of the forest taxation policy
presently constituted by §480a. The following problems are associated with §480a

and must be eliminated to insure a successful policy change:
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(1) - The local tax base in certain areas is being‘éroded by the forest
exemption.
(2) There are no incentives within §480a to maximize forest productivity.

(3) The stumpage (yield) tax is difficult to administer and there is evidence
it is often not collected. ‘

(4) Management plans required by the §480a program are costly, and, in
some cases, not properly supervised.

(5) The fifty contiguous acre size requirement excludes many potential
- participants from the program. ’

(6) Less than one percent of all commercial forest land in the State is in the
§480a program.

Recommendations for a Forest Taxation Policy

It is unwise to completely separate forest exemption poliey from the general

_consideration of the tax exemption problem in New York State. The exemption

issue is extremely important because of the increasing cost to local governments

and the property tax burden shifted to other taxpaYers. Approximately' 30 perceﬁt

of the assessed value of real property in the State is exémpt from taxation and the

percentages of exempt property are increasing. Persistent tampering with the-

local property tax base intensifies the préblerﬁ and confuses the responsibility for

financial strein at the local level.  Periodic reviews of exemption programs are

desirable. ~ Although many exemptions are well intended,  their impaet and
effectiveness must be carefully analyzed. It should be recognized that it ‘may be
necessary to repeal or modify some exemptions. For this reason the allocation of

forest exemption benefits should clearly reflect equitable, justifiable taxation

poliey.



and Asse Qmen‘f is not departing from the justification given for the Fisher Law and

its subsequent amendment (§480&)

ineorporate the features of malntammg the tax base, promoting the State's timber

industry, end aliowing»for efficient administration.

1. .

2.
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‘In recommending a revision of the forest tax law, the Division of Equalization

following features as a means of moving closer to these ideals:

Apply the local real propertv tax rate only to the assessed value of the land,

with the value of the standing timber not taxed.

Removing from taxatlon the value of standmg tlmber w1]1
encourage the max1mum produetivity from forested acreage. Yet, with
the land value remaining on the tax rolls, no significant departure from |

an ad valorem tax occurs. Regardless of a site's productive capacity, of

~ which a systematic data base is not currently available statewide, we

can tax the "vacant 1and value" of foreet holdings as done under the
Fleher Tax Law. As land values change over tlme, the tax rates and the
demand for timber products will dictate whether a parcel remains
' forested. With the substantial (and ihcre‘a‘siﬁg) ‘demand for wood
pro"dtjcfs‘ and firewood evident in the reecent psst, maximizing

production from forest acreage is encouraged.

Eliminate the stumpsge tax.
The least enfo'reed aspect of the current law is the stumpage tax.
'Voluntary 'notific‘a'tk:iﬁor'x‘ of harvests is implied by both §480 and-§480a, .
but yield tax co]lectior{s have often not . oceurred. Eliminating this

aspect of the law will also serve to maximize produetive potential.

A forest tax proo'ram should be designed to

We "therefore propose the
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3. Reduce the qualifying parcel minimum to 25 contiguous acres.

~ Currently, almost twenty percent of New York's commercial

forest acreage is eliminated from participation in the §480a program by
the minimurh acreage provision. Reduecing this to 25 contiguous acres

- will permit a broader participation base in the forest tax program.

4. Allow the localities the option to adopt the new law for parcelc currently
under 5480 or 5480a.

Aesescmg units ecan have acreage listed under the provisions of

both §480 and §480a The confusion resul‘fing from yet another _fores“r ’
 ‘tax law revision w111 compound ‘rhe problem. - Conse_que‘r'xtly, at local
option“(for each assessing unit), we propose a méans of consolidating
the law for adminiétré-tive pufposes. This will necessitate some

" participents in §480 going through the management plan‘ certit_‘icationf‘
pébcess. At‘ the same time, the femoval of the stumpagé tax should

reduce the cost of participation.

5. Man-agement plan provisions reméin the same as §480a.

The moving ten-year comrﬁitment of land to forest, along with -
provisions for the thinniﬁg and harvesting of wood'pro‘ducts, also serves
to maximize the conﬁfner‘cial viability of New York's timber indusfry.
While an investrﬁent, is required at the beginning of participat‘ion'in- the
forest tax‘program.-(i.e., the cost of securing 8 management plan), this

" should ‘prove less than overwhelming if the purpose of participation
‘inclludes production maximizatién‘incentiyes.- If other purposes, such as
4land speculation, are dém’inant, the managemént plan provides the

means for discouraging this shift in the tax burden to other taxpayers.



s1.

6. Penalty of three percent of market value of entire parcel assessed for each
year's participation (up to 10 years) at the time. of converslon or. management
plan vxolatlon

The loglc underlymg th1s prov1510n of our proposal relates the
beneflts obtamed from prog'ram partlclpatlon to the subseouent change.
in purpose. If o parcel owner enters into the forest tax law provmons
in good falth, yet economic forces operate to alter the value of the 1and
(for other purposes than growmg trees) the penalty is related to the

:‘amount of beneflt obtained from the reduced tax liability. If
participation has been ronly three years: in duration, the penalty at the
time. of conVerslon is 9% of the market value of the parcel, If
Vc‘onvers‘ion occurs after g ten_-year reduced:tax ,on_-the;,land, t‘he,(penalty'
becom~s 30% (maximum penalty).'«’.Underimost_ circumstances, this
penalty will reduce the liability encountered under §480a. - Another
" major aspeet of this: ‘penalty proposed is that. the previously

undetermined value of the standing timber is not necessary.

7. Permit farmers under the Agriculture Use Value Program to commit acreag‘e
to this program.

Currently, under the Ag'rlculture Use Value Program & farmer
can only dedlcate woodlands under a one-to—one provxslon Ex:stmg
' rules and regulatmns only allow as many acres of woodland as are used
in crop productxon to be taxed accordlng to "use values "oIfa farrner
owns forest acreage, ‘we propose that such acreage may be applled to

| tms program. Partlcular acreage can only be dedicated to one of the

two programs, however.
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Conclusion: A Comparision of Options

The _proposal for forest taxation in New York State contained in this report is -

a temporizing measure, designed to obviate some of the problems associated withv
administering the current law. If is also a feasiblé approach to forest taxation in
the absence of éomprehensive data on the.productive capacity -of forest lend. It
represents an improvement over §480a of the Real Property Tax Law, providing for
incentives to maximize productlon, allowmg less sweepmg reductions of local tex.
bases, and insuring greater admmlstratlve eff1c1ency |

Removmg the value of standmg tlmber from. the real property tax Drovwes an

lncentlve for the maximization of the State's t1mber resource. Furthermore, the

“elimination of the yleld tax promotes the harvesting of timber at the optlmal point

in the growth cycle. As in a site produetivity approach to taxation, this propocal is

- "front-end-loaded,"” with the cost of the tax a decreasing function of the value of

the standing‘ timber. Consequently, neither approach to foreét'taxation (this
proposale'r site prbductivity) Will alter thé cash flow arrangem‘ents of forest
owners. |

The proposal. does'.: not severely damage the loecal tax | bases» Vof sdme
jurisdictions as S480a has. The land value remains on the tax rolls, and mafket
forces dictste whether a continued dedica‘tion to forest purpoées will dbtain. The
Fisher Law caused problems ox}er time by me._ansvofv a fixed assessed value -(:untilu
1973). ’fhis proposal will allow annual updates of the aéses.sed value as determined
by the local land markets.

"More forest owners, including farmers with extensive forest land holdings, will
be perrmt'red to participate in the. forest tax law if the gcreage minimum is
reduced from 50 to 25 acres. Smaller s*ﬁtes, in the 25-50 acre range, can also be

productively managed to meet the growing demand for forest produets.
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While "site productivity” approaches to forest taxéfion'are' well regarded in
some quafters, there are substéntial "startup éosts" involved in the administration
of this method. It would require considerable research and cost on the part of New
York State to firmly establish the productivity cpitéfia; At the same time, a site
productivity ‘éssessment would re‘rﬁove the assessment of forest land from local
determination because of the expertise necessary to implement eriteria such as soil
typel, slope énd éccess characteristies, and éthér factors. - |

A retention of the §480a mé.nagemeht pla‘n: requirements discourages the use
of the policy proposal for purposes c’_>f land speculation. The costs of these plans
are offset by the removal of the stdrﬁpage tax, which hé’s been an administrative
problem of both §480 and §480a. |

| The reviseé pen‘al‘ty‘proilisions, to three percen:t of market value at the time of
convérsion' for each year's participation (up to ten years), permit the administration
“of the pfOposed law to ignore the value of the standing timber. Only the land value
need be listed for assessment roll purposes.

For these reasons the propo’sai presented herein for exempting timber and
subjecting the land aione to‘the real property tax éppears preferable to the current
law (§480a), the law it feplaced (§480), and to site productivity taxétion. It would
prove much easier to administer, require less State .'assistane'e, and be more

‘genera}ly' applicable to the d'iVerse timber resource uses Yand land values in New

York State.
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APPENDIZX A.

GLOSSARY OF TERMS

Commercial Forest Land — Forest land which is produeing or is capable of

producing erops of industrial wood and not withdrawn from timber utilization by
statute or administrative regulation. '

Commercial spécies — Tree species suitable for industrial wood products.

Farm and Other Private Land — Privately owned lands other than forest
industry. : :

‘Forest Industry Lands — Lands owned by companies or individuals operating
wood-using plants.

Forest Land — Land at least 10 percent stocked by forest trees of any size, or
formerly having had such cover and not currently developed for nonforest use.

'Growing Stock Trees — Live sawtimber trees, poletimber trees, saplings, and
seedlings meeting specified standards of quality or vigor; excludes cull trees.

Growing Stock Volume — Net volume in cubic feet of live sawtimber and ,
poletimber trees from stump to a minimum 4-inch top (of ecentral stem) outside
bark or to the point where the central stem breaks into limbs.

Hardwoods — Dicotyledonous trees; usually broad-leaved and deciduous.
Ingrowth - The number or net volume of trees that grow large enough during a
specified year to qualify as saplings, poletimber, or sewtimber.

Logging Residues — The unused ’portions of poletimber and sawtimber trees cut
or killed by logging.

National Forest Land — Federal lands which have ben designated by Executive
Order or statute as national forest or purchase units, and other lands under the
administration of the Forest Service, including experimental areas and
Bankhead-Jones Title III lands.

Net Annual Growth — The annual éhahge in volume of sound. wood in live
sawtimber and poletimber trees resulting from natural causes. .

Net Volume in Board Feet — The gross board-feet volume of trees less
deductions for rot or other defect affecting use for lumber..

Net Volume .in Cuhic Feet — Gross volume in cubic feet less deductions for rot.

Noncommercial Forest Land — Unproductivé forest land incapable of yielding
crops of industrial wood because of adverse site conditions, and productive forest
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lang w:thdrawn from commerclal ’flmber use through statute or admmlstratwe

- regulation.

 Nonstocked Areas — Commercxal forest land less than 10 percent stocked with

growing-stock trees.

Poletimber Trees — Live trees of comercial species at léast"s;o inches‘in

- diameter breast height but smaller than sawtimber size, and of good form and

vigor.
Roundwood Produets — Logs, bolts, or other round sections cut from trees.

Sampling Error — The probable maximum error of an estimated total or average
that arises from taking a sample rather than making & complete inventory or

- measurement. Sampling errors do not include technique errors such as could

occur in photo classifications of areas, measurement of volume or compilation of

‘_data.

: Sap]ings — Live trees of commercial species 1.0 inch to 5.0 inches in diameter at
- breast height and of good form and vigor.

Saw Log — A log meeting minimum standards of diameter, length, and defect,

- including logs at least 8 feet long, sound and straight, and with a minimum.

diameter inside bark for softwoods of 6 inches (8 ineches for hardwoods) or other

. combinations of size and defect specified by regional standards.

Sawtimber Trees — Live trees of commercxal species contamma' at least a
12-foot saw log, or two noncontiguous saw logs, each 8 feet or longer. and with
at least one-third of the gross board-foot volume between the 1-foot sturnp and
minimum sew-log top being sound. Softwoods must be at least 2.0 mche= and
hardwoods at least 11.0 inches in diameter at breast hexght.

Softwoods — Coniferous trees, usua]ly everg'reen having needle or scalelike
leaves.

‘ Poletzmber Stands — Stands at least 10 percent stocked with growing stoek

trees, of which half or more of the stocking is sawtimber and/or poletimber trees

with poletimber stockmo exceedmg that of =awt1rnber. (See definition of
Stockmg) '

Saplmg—Seedhng Stands — Stands at leest 10 percent stocked with g'rowmg =toc1<
trees of which more than half are saplings and/or seedlings.

Sawtimber Stands — Stands at least 10 percent stocked with growing stock trees,
with half or more of total stocking in sawtimber and poletimber trees, and with
sawtimber stocked at least equal to poletimber.

Stocking — A measure of the degree to which forest land is occupied by trees of
specified classed in relation to a specified basal areas stendard for trees 5.0
inches d.b.h. and larger, or numbers of trees per acre of trees less than 5.0
inches; tree classes include (1) all live trees, (2) growing stock trees, and (3)

desirable trees. Classifications of forest land and forest typ s are based on

stocking of ell live trees. Classification of condition eclasses is based on
stockingof desirable trees. ’ - ' '








