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This November the Active vote in an individual capacity, buf
membership will be asked to vote onshall cast the vote to which the mem-
IFOA Bylaws changes. The current bership entity is entitled.

Bylaws and the proposed changes Article IV-Board of Directors
are posted on the IFOA Website - will clarify that: Each membership

[www.idahoforestowners.org] shall be eligible to hold only one po{
at the “About Us” page. Please take sition on the Board of Directors. and
time to review these documents andadds two new sections to comply
be sure to voteyou opinion when with the federal Volunteer Protec-
you receive your ballot tion Act and address conflict of in-

Article 11-Objectives- will re- terest.
state two of our (presently) 501(c)6 Section 6. Indemnification: The Ast
Association objectives slightly, to sociation agrees to indemnify ang
more properly fit the requirements hold the Directors of the Association
of the 501(c)3 status we should acharmless for any liability they may
quire. incur while performing duly author-
- Educate the public and forest land-ized acts by and on behalf of the Al-
owners about the economic and envisociation. Director liability is limited| 3
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ronmental benefits of sound forestas provided by the federal Volunte¢r 5” ) 4

management, and Protection Act.

- Inform and educate members abouBection 7. Directors shall conform tp $

legislative issues pertaining to foresthe Conflict of Interest policy as outt

land. lined in “Policies and Procedures” of
Article llI-Membership- will  the Association.

clarify the membership voting and Article VI-Elections and Ref-
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office holding entitlement. Article erendums- will clarify that mailed

[l will also state that dues are pay- ballots must be received at least
able by calendar year and become inthree business days before the
arrears 45 days after the due date. scheduled meeting and in-person
i) Each paid membership of the Asballots at least 15 minutes prior to
sociation shall designate one persoithe meeting. )
who shall be eligible to hold an office Article IX-Committees- au-
in the Association, and to cast theéhorizes an Audit and Tellers stand- .

vote to which that membership is entiing committee. ) -
(Continued onpage 3)~ 2-33% 43

tled. Provided, such person shall not (
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Carol Puetz was born and Even though she wasblister rust. She said it will be
raised on a farm in southeastern raised on a farm, Carol realized many years before the timber
North Dakota. After graduating that a tree farm in northern resource can sustain another
from high school she earned an ldaho was somewhat different harvest, probably not in her life-
LPN degree from a local college than North Dakota and she dived time, but she feels good that she
and then set out to see more ofright into learning about proper is improving the health and vigor
the world. She went from her management. She attended a 6of her forest for future genera-
first nursing job in North Dakota session class on forest stewardtions. Sounds like the kind of
to Florida, Montana, Sandpoint, ship through Idaho Extension nurse we'd all want, as I'm sure
Coeur d'Alene, Davenport, WA and went to numerous work- she puts that same degree of con-
and finally Spokane where she shops and forest owner field days cern into her paying job.
completed her RN degree and is sponsored by IFOA and others. Carol joined IFOA sev-
now finishing out her working She has attended at least 3 of theeral years ago at the suggestion
years as a professional nurse. Family Forest Owners confer- of a local forester who knew she

Carol has always been aences and always found themwas trying to become educated
“‘country” girl who really feels very informative. All this educa- about her forest. She hasn't
alive when she is among the floration convinced Carol that she been disappointed, and donated
and fauna and the smells of the can be kinder to her forest by enough money to the organiza-
earth. In 1994 she finally found managing it rather than doing tion to become a Bronze Patron
a place in the northeastern cor- nothing and letting nature take for 2011. When asked her rea-
ner of ldaho's panhandle where its course, as she was inclined tosoning for doing this, she said it
she can “escape” from the city. do when she first purchased the was because of all the educa-
A 26 acre logged-over tract along property. tional opportunities and experi-
the Moyie River and bordering About three years after ences afforded by IFOA and that
national forest land proved to she obtained her forest, Carol she wanted to give something
have all her requirements, so she put together a management plan back. Thank you for your gener-
has made it her home away from with the aid of a local forester. osity, Carol.
work since then. A small house Her therapy is working among When Carol retires from
on the property provides all the the trees, so she is achieving thenursing in two or three years,
basics - propane for cooking and goals of her plan with her own she's going to live full time at her
solar panels for electricity. Even labor.  This includes burning tree farm along the Moyie River.
though it's a 2% hour drive each slash piles left behind from the It's here that she feels completely
way from Spokane, Carol spends earlier logging, thinning trees at peace where she can enjoy
at least 3 weekends a monthwhere they are too dense, plant-watching wildlife, nurturing the
there during spring, summer and ing root rot resistant pines into forest, breathing fresh air, and
fall. Her visits are somewhat less her forest, and even pruning up keeping in touch with nature.
frequent during winter months.  white pine to help them resist Happy trails, Carol.

#9$ % # #1 |

§Each year three or four of the IFOA Director three-year tems expire at the Annual Meeting in March.§
: Nominations are now operfor any “Active” category (forest-owning) IFOA member to run for election:
: to the position of Director. If you wish to nominate a candidte or to be nominated, please contact tHe
§Nom|nat|ng Committee Chair Bill Love by December 12, 2011Just call (208) 263-627vith your noml-
nations or questions.

by Tom Leege
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(Continued from page 1) These changes will bring your Association
Article X-Bylaws- reverts the process of up to date with current “best business practices”

amending Bylaws back to the original Bylaws lan- and regulations, and position IFOA to better rep-

guage which made it the duty of the Board of Di- resent and better serve your interests in the times

rectors to keep the Bylaws current, rather than ahead of us.

necessitating a 2/3 membership voting process for

each and every change every time.The power to As you read in the last issue of this Newslet-
adopt, alter, amend or repeal the Bylaws is herebter and in the e-mail message you received (if you
vested in the Board of Directors. have your e-mail address on file with IFOA) Presi-
Article Xll-Disbursements- will change dent McClintock explained the need to keep IFOA
fund disbursement to one of a vital voice for Idaho family
only three authorized Offi- forest owners.
cers/Directors. As a state- For 2012 the proposed dues
wide organization with offi- rate is $36/yr. or $99/3 yrs.
cers in far-flung locations, or $165/5 yrs. Members
obtaining two signatures for who are already paid ahead
every check is highly im- will not receive another dues

practical, and having pre-
signed blank checks is not
safe fiscal practice. The
current IFOA practice of
requiring two signatures per
each check is no longer a
knowledged by any bank
anyway.

Article XIV-Chapters- will allow chapter PLEASE MARK YOUR BALLOTS AND RETURN THEM

formation by members residing or owning forest- IN TIME TO BE COUNTED |
land within the chapter boundaries. BY THE NOVEMBER 23", 2011DEADLINE !

1&#]' #

IFOA has Operating Procedures for each of the Association'standing committees.
The President appointed current committee chairs as faws:

notice until their expiration
date. All members are cer-
x tainly welcome to donate the
. difference of the increase, or
any amount desired to keep
IFOA functioning strongly
now and in the future.

BYLAWS COMMITTEE, 1 year term:

Chair Janet Benoit, mbr Tom Leege

LEGISLATIVE COMMITTEE, 1 year term:

Chair JoAnn Mack, mbrs Gary Hess, Jim Nichols

MEMBERSHIP COMMITTEE, 1 year term:

Chair Steve Funk, mbrs Tom Leege, Jim Thornes

NOMINATING COMMITTEE, 3 year term:

Chair Bill Love, 2010-12; Mike Wolcott, 2011-13; Madeline David, 2009-11

Additional membership on these committees is open at any timall IFOA members in good:
'standing (dues paid). New committee members and new akeare needed constantly, sdon’t be shy'
t get active in_yourIFOA today IFOA encourages members interested in contributingdeas and/or ast
: sistance to the performance of these vital functions to caatt IFOA at:

info@idahoforestowners.org -or- PO Box 1257, Coeur d’Alene, 1E83816-1257
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NOVEMBER DECEMBER Family Foresters Workshop
IFOA Board of Directors Meeting Current Topics in Forest Health Spokane, Friday, 1/20/12
Coeur d’Alene, Tuesday, 11/8/11  Orofino, Thursday, 12/8/11
FEBRUARY
Forestry Shortcourse Current Topics in Forest Health An Introduction to
Coeur d’Alene, Wednesdays, 11/9/11-12/14/11 Coeur d’Alene, Friday, 12/9/11 Conservation Easements

_ Moscow, Wednesday, 2/8/12
Idaho Forest Stewardship  |FOA Board of Directors Meeting
Advisory Committee Meeting  Coeur d’Alene, Tuesday, 12/13/11 IFOA Board of Directors Meeting
Coeur d’Alene, Tuesday, 11/22/11 Coeur d’Alene, Tuesday, 2/14/12
) JANUARY
“Ties to the Land: IFOA Board of Directors Meeting Backyard Forests

Your Family Forest Heritage”  Coeur d’Alene, Tuesday, 1/10/12 Coeur d’Alene, Monday, 2/13/12
Coeur d’Alene, Friday, 11/25/11
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On August 23, 2011, the Idaho Board of Land Commissioners appoitdom Schultz to the posi-
tion of Director of the Idaho Department of Lands to replaceoutgoing Director George Bacon.
A special IFOA welcome goes out to Director Schultz.

Forest Roads
The Ninth Circuit Board of Appeals has overturned the rulng that exempts private forest own-
ers from having to obtain a National Pollution Discharge Elimmation System permit for roads on their
land. In response to this ruling, both the House and th&enate have introduced legislation to reverse
this decision. Senate bill (S. 1369) and House Bill (H.B541), the Silviculture Regulatory Consistency
Act would restore the 35 year old exemption.

Property Rights

Property rights are high on IFOA member's priority list for 2012 so House bill H.R.1433 should
be of particular interest. Lawmakers on the judiciary canmittee postponed a vote just before their Au-
gust recess that would limit the government's use of eminedomain powers in order to seize private
property. The bill, known as "Private Property Rights Protedion Act", came about as an attempt to
respond legislatively to the Supreme Court's ruling in Kelov. city of New London. The court ruled that
government entities could use eminent domain powers for @somic development projects to boost tax
revenues. The full committee had begun it's consideratn of the bill in late July but only had time for
opening statements. The legislation would place limits omé use of eminent domain by any recipient of
federal funding. The outcome to this bill should be sigficant to all property owners.

County Rights
In 2000, the "Secure Rural Schools and Community Self-Detenmation Act provided assistance
to forest dependent rural communities in the wake of eclining federal timber sales. The county pay-
ments law has been instrumental in securing a stable sowof funding for schools, police, roads, librar-
ies and other critical county services. The law expirethst year at the end of the 109th congress. Fail-
ure to reauthorize this legislation will have a significant déct on our rural counties. Efforts to retain
the law continue.

Close to Home

A Priest Lake couple is headed to the Supreme Court over land use dispute with the EPA that
should never have occurred, according to our Idaho delegation. ‘'his is what happens when an over-
zealous federal agency would rather force compliance thanwg consideration to private property rights,
individual rights, basic decency or common sense,” Senator @po told Mike and Chantell Sackett.
Senator Crapo stated that the clean water act was never intdad to initiate action against citizens such
as that which the EPA has taken against the Idaho couple. €hEPA initiated an enforcement action
against the Sacketts, paving the way to fine the couple up to $3Q0 per day until they complied. In re-
sponse, the Sacketts sued the EPA for violating their rightto due process under the constitution. "Can
the EPA take over your land, calling it a 'wetland’, without ary meaningful judicial review?" they
asked. "We believe property owners have a constitutional righto their day in court and the EPA has to
be subject to the rule of law." Senators Crapo and Risthave joined with other Republican Senators
on several separate bills that would curtail further over-each by federal agencies. Similar efforts are
underway in the House. by JoAnn Mack, IFOA Legislative Committee Chair

If you have your email address on file with IFOApy received a copy of the letter sent from IFOA, FFFLC,
MFOA, OSWA, and WFFA to Senators Crapo and Risclattking them for their actions on S. 1369 .
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Interest in biomass as renewable energy ispreaks biomass down to basic chemicals needed
on the rise. Many countries are finding ways t0 for bio-production of bulk chemicals. These

increase the use of renewable energy resourcesigreen” products will eventually make a huge im-
thereby reducing the use of non-renewable re- pact,

sources such as coal, oil and natural gas and re-

dUCing dependence on importS. The Biomass BENEFITS OF WOODY BIOMASS

Thermal Energy Council (BTEC) and many other The main benefits to woody biomass are:

groups are working toward this goal through con- 1. ildfire reduction: Forests are overcrowded
ferences, meetings and webinars. Biomass power due to 100 years of fire suppression, which has
plants are the 2¢ largest amount of renewable en-  increased amounts of brush and smaller trees

ergy in the country and they can generate power in the forest understory. Also, biomass usage
constantly, whereas other renewable sources of reduces fire hazards from no longer burning

energy cannot. Development of woody biomass for  sjash piles after logging.

energy is now growing and it is getting a great 2. |mprove air quality by reduction of green-

boost from US policies to create more renewable  house gases such as GH\,O, CO,, etc.

energy. The US Renewable Fuels Standard re-3. |ncreases national independence on oil imports

quires 21 billion gallons of advanced biofuels by 4, Reduces cost of fuel, heat, electricity: Initial

2022 and probably will require 50 billion gallons costs are collection, storage, limited transport,

of biofuels by 2030. _ biomass conversion; all of which provide over-
Biomass includes animal waste, sea plants, 3| savings

switchgrass, manure, crop residue, sugarcane,s, Promotes forest health, thereby reducing dis-
hemp, corn, wheat, food waste, landfill gas, indus-  ggse

trial and urban wood waste, wood mill residue and 6, Support jobs and converts woody biomass into
forest waste products. Woody biomass includes renewable fuel
urban wood waste, certain forest products and 7.

waste such as treetops, dead trees, slash, limbs, PUBLIC OPINION
needles, stumps, logs, chips, pellets and mill re- Effort is now being placed on educating the
siduals like bark, shavings and sawdust. public about the enormous benefits of biomass.
Current public opinion ranks biomass low on the
RENEWABLE ENERGY RESOURCES list of energy sources due to lack of familiarity of
VS. FOSSIL FUELS the process and benefits of biomass energy pro-

Biomass is a renewable resource becausgjuction. There are concerns expressed by the gen-
the fuels (like wood and other plant materials) re- eral public, such as “particulate matter which
generate fairly fast. Also, the use of woody bio-could decrease air quality.” Fifty-four percent
mass is net carbon neutral because CQreleased (549) of Americans are not knowledgeable about

was previously absorbed by growing timber. Non- ysing wood for energy. Some fear the loss of for-
renewable resources include those that developedests, air pollution, costs, traffic, competition for

over tens of millions of years and include coal, oil, wood and noise.

and natural gas. In reality, the actual positive aspects in-
Current and future uses of woody biomass clude using waste wood, increased maintenance of
include fuel, heat and eleCtriCity for bUIldlngS and local forests through thinning, and reduction of
energy to power cars, trucks, and jet engines. greenhouse gases. Forests are managed for wild-
Conversion of biomass results in fermentable sug-jife, water quality and wood products. Climate
ars and oil, as well as mixtures of methanol, bu- change is drawing attention to fossil fuels versus
tanol, ethanol, acetone and organic acids. In fact,wood products. Therefore, biomass is good for the
nearly all petrochemical products can be made environment and the community. Public opinion
from Biomass, because the bio-refining technology is important, and once it is realized the emission of
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particulate matter is modified, the other public DEVELOPMENT OF WOODY BIOMASS
concerns disappeatr. The US government is providing large in-
vestments in renewable energy through grants.
COMBINED HEAT AND POWER For example, a recent $40 million dollar grant has

Biomass generates power, fuels, and chemi-been awarded separately to both Washington
cals, and many biomass power plants world-wide State University (WSU) and the University of
now use systems that include combined heat andwWashington (UW) by the US Department of Agri-
power (CHP), like using leftover steam for elec- culture. These 5-year grants are to develop ve-
tricity or building heat. There is a good example hicular and jet engine biofuels.
of long-term use of CHP. The city of Saint Paul, Norman Lewis, Director of WSU'’s Institute
Minnesota, has used woody bio- of Biological Chemistry said,
mass from urban wood waste “Woody plant materials produce an
from less than a 25 mile radius enormous range of chemicals.”(Ref

for over 30 years to produce heat
and electricity. The costs have
remained fairly stable over those
years, with little or no increases.
It provides heat and power to the
downtown area and the univer-
sity with a central station plant.

THE STIRLING ENGINE BASED
CHP SysTEM

The Stirling engine is one
of many ways to make use of
woody biomass. It can provide
heating, electricity and cooling.
Therefore, it is useful in all parts
of the world and is used in many
countries like Germany, Ireland,
UK, Netherlands, Australia, &
US. The Stirling engine can be

2) Thus, aviation jet fuel will be
developed from woody biomass.
The UW is using their grant to de-
velop diesel, aviation and gasoline
fuels from poplar trees. Richard
Gustafson, professor of chemical
engineering says the “focus will be
on the fast growing poplar trees
that can be harvested a few years
after planting.” This could result in
the cultivation of 400,000 acres of
poplars and provide more than
1,000 new jobs in Washington.
Both projects include working with
other universities and companies,
for example, working with the UW,
ZeaChem in Colorado is building a
250,000 gallyr demonstration bio-
refinery in Boardman, OR.

used in standard Biomass boilers with few modifi-

cations for the engine operation, and thus requires CONCLUSION

a small foot-print and few components. For exam- The huge effort, amount of money and in-
ple, burn biomass to pump water or make electric- formation being applied to the build-up of woody
ity and use the waste heat to heat the building, etc.biomass development and usage provides large
The electrical output range is 1kWe - ~75kWe benefits to individuals, nations and the world. The
with an efficiency of heat to electrical output ratio usage reduces dependence on non-renewable re-
of at least 4:1. The operation is automatic and is sources and thereby saves costs. There is also the
almost maintenance free. It can be run in remote continued increase of use to include jet engine and
areas without building roads and supply lines. For vehicular fuels, which will save money and provide
military applications, it can be made nearly inde- jobs. All of this also helps to reduce forest fires
structible if built underground. Excess electricity and improve air quality. by Judy Adams, M.S., IFOA Director
can be sold to the grld' The Stlrlmg engine works References: 1.) Nigel Mortimer, 9.2011 Ethics for Bfuels, Significance, 108

in homes, industry, communities and schools. -111 2.) WSU Biofuels ResearchSpokesman Reviev®.29.11 3.) Biomass
Thermal Energy Council, BTEC, www.biomassthermal.org
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This bulletin summarizes Federal income tax provisi@s rYou may need to report the sale of timber held aseesi-
lated to woodland property, for use by woodland owners ment (sec. 1221) on the new Form 8949 as well as Schedule
preparing their 2011 individual tax return. It is currenbés D (final versions and instructions for these forms weoe
Sept. 15, 2011, and supersedes Management Bulletin R8-BiRiilable as of this writing). Use Part Il of each formepart
136. It is for educational use only. Consult your tax advisarlong-term capital gain from timber held over 1 year. Repo
for more information. the sale of timber held for business use (sec. 631(pom
Personal Use, Investment or Business Property 4797 and Schedule D, whether you sold it outright (lump-
The tax rules vary depending on whether your woodlandssm) or pay-as-cut. Use Part | of Form 4797 to report a long-
personal use, investment, or business property. You mteim capital gain. If you sell timber outright under sec. 631(b)
make this determination each tax year. If you do not haveg@u also must file Form T, Part Il
clear profit motive, your woodland may be personal use prdpxample 4 You sold standing timber held as investment for
erty, which pro-vides limited opportunities for deductionsver 1 year for $8,000, incurring $800 in sale expenses. As-
But profit motive includes the expectation of future profisuming your basis in the timber is zero, your net long-term
from appreciation in value due to growth and enhanced quedpital gain is $7,200 ($8,000 — $800). You may need to re-
ity, as with timber. If you have a profit motive, your woodport the sale on Form 8949 and Schedule D. Use Part Il of
land may be investment property, or it may be business prep<ch form.
erty if your management activity is more regular amgn- Sale of cut timbenf you cut your own timber or have it cut
sive than required for an investment. A written fonesin- by a contractor working at your direction, either for sale
agement plan is an excellent place to document atpnofi for use in your business (sec. 631(a)), the income is taxed in
tive. You must determine whether ymaterially participate two parts. If you make an election on Form T, Part I, the
in the management of woodland held for business use, in difference between the FMV of the standing timber on the
der to establish whether you face restrictions (cdleghas- first day of your tax year and its basis is taxed aspitata
sive loss ruleson the deduction of business costs. Investmegrin. The difference between the proceeds from salbeof t
property is not subject to the passive loss rules. wood products and the sum of the FMV of the standing tim-
Example 1 You grow timber for profit from appreciation inber and the costs of converting it into products for sale
value but do not conduct it as a business. Your woodland igéatting, hauling, etc.) is ordinary income.
-vestment property. Example 5 You paid a contractor $2,000 to cut standing tim-
Timber Basis and Depletion ber held for business use for over 1 year into logs alil so
Timber basis Your basis in purchased property is the totahe cut logs to a mill for $30,000. The FMV of the standing
amount you paid for it (purchase price, survey, legal, fegsnber was $23,000 on Jan. 1 and your basis in it was $1,000.
etc.). Your basis in inherited property generally is its falf you make the sec. 631(a) election on Form T, Part Il, you
market value (FMV) on the donor’s date of death, but yomay report a long-term capital gain of $22,000 ($23,000 —
basis in gifted property is the lower of its FMV or the donor'$1,000) on Form 4797 and Schedule D, and $5,000 ($30,000
basis. Your basis in land and timber acquired together shoul&23,000 — $2,000) in ordinary income on Schedule C. If
be divided in proportion to their FMV and posted to separatou fail to make the sec. 631(a) election, all $27,000 is ordi-
accounts. If you didn’t allocate basis when you acquired yauary income.
woodland, a professional forester can determine it retro&or 2011, the maximum rate for long-term capital gains is
tively, but you should weigh the cost of establishing thesbadi5% (0% for amounts which, if added to your ordinary in-
against the potential tax savings. come, fit under the ceiling for the 15% tax bracket: $34,500
Example 2 You bought forest property for a total cost ofor single taxpayers, $69,000 for married taxpayers filing
$30,000. The FMV of the bare land is 64% of total FMV arjdintly).
the timber (300 thousand board feet (MBF)) 36%. Your basis Installment Sales
in the timber is $10,800 (36% x $30,000). An installment sale involves receiving one or more paysment
Timber depletionThis is a deduction against timber sale prafter the year of sale. Interest is charged on defepegy-
ceeds (below). It is calculated by dividing your timber $asments. The advantage of an installment sale is thaltoivs
by the total volume of timber (thdepletion uni}, then multi- you to defer tax by spreading your gain over 2 or more years.
plying by the units of timber sold. Example 8 You sold timber for $10,000 ($8,000 after de-
Example 3 Continuing with example 2, say you sold 20@ucting timber depletion and sale expenses) in 2011. The
MBF of the timber. Your depletion unit is $36/MBF ($10,80®uyer paid you $5,000 in 2011 and $5,000 plus interest in
+ 300 MBF) and your depletion deduction is $7,200 ($38012. Your gross profit percentage is 80% ($8,000 =+
MBF x 200 MBF). $10,000). Report a $4,000 gain for 2011 ($5,000 x 80%),
Timber Sales using Form 6252.
Sale of standing timbe©Only the net sale amount, after de-
ducting timber depletion and expenses of the sale, is taxed. (Continued on page 9)
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. deduction for an expense reimbursed with a cost-skaye p
Timber Management Expenses ment and also exclude the payment from your income.
If you hold your woodland for profit you can deduct ordinargxample 8 You received a $4,000 cost-share payment from
and necessary timber management expenses, such astheife Conservation Reserve Program for your 100-acre wood-
to protect the woodland from insects, disease or firgy@on |gngd. If you had no income from the property in the last 3
brush, do a pre-commercial thinning or mid-rotation fertilizgears, you could exclude $3,275 (($2.50 x 100 acres) +
tion, maintain firebreaks, etc. Expenses for woodland reld630). The interest rate is from the Farm Credit System
an investment are subject to a 2% of adjusted gross incoagk. If you had $9,600 in income, you could exclude the
reduction on Schedule A, but in years the property producggire payment: (10% x ($9,600 + 3)) = 7.63% = $4,194 >

no income, you may elect to add expenses subject to the $4p00. Attach a statement to your tax return describing the
reduction to your timber basis and recover them when ygyst-share program and your calculations.

sell timber. Deduct expenses for wood-land held for basine Casualty and Theft Losses
use on Schedule C. _ Loss of timber from a casualty—a sudden, unexpected, and
Reforestation Costs un-usual event such as a fire or severe storm—may resall

You may take a tax deduction for reforesting after ag®r (5% deduction. The deduction is limited to the lesser of the
or afforesting open Iar_1d (sec. _194). Costs for both aﬁﬂfi?idecrease in FMV caused by the casualty or your bagfeei

and natural regeneration qualify. You may deduct tr& fitimber block (the area or unit you use to keep track of you
$10,000 ($5,000 for married couples filing separately) pghsis in the damaged timber). Similarly, a theft loss deduction
year of such expenses per qualified timber property. Any 3gHimited to the lesser of the decrease in FMV or ymsis
ditonal amount may be de-ducted over 84 month§ the stolen timber. A competent appraisal usually is re
(amortized. quired.

Example 7 You spent $17,000 to reforest after a harvestyample 9 A fire caused $5,000 in damage to your timber
Deduct $10,000, plus 1/14th of the remaining $7,000 ($50@b,000 before-fire FMV — $4,000 after-fire FMV). Your
on your 2011 tax return. Deduct 1/7th of the $7,000 ($1,00{)sis in the affected block is $2,000. Your loss deduction is
on your returns for 2012-2017 and the last 1/14th ($500) @& |esser amount, or $2,000. Report the loss on Form 4684,
your 2018 return. Elect to amortize on Form 4562, Part VI. dection B, and adjust your timber basis (reduce it to zero) o
you hold your woodland as an investment, take the deductiagm T, Part L.

as an adjustment to gross in-come on the front of A@40; Example 10 Continuing with example 9, you sell the dam-

if you hold your woodland as a business, take it on Forged timber for $2,000 in a salvage sale. You have a taxable

1040, Schedule C (or F if you qualify as a farmer). gain of $2,000 ($2,000 — $0 basis), but you can defer tax on
Depreciation, Bonus Depreciation, the gain by using it to acquire qualified replacenmoperty
and Sec. 179 Expensing (e.g., reforestation) within the allowable replacementogeri
Capital expenditures, such as for logging equipment, bfidg@enerally 2 years).
culverts, fences, temporary roads, or the surfaces of perma Filing Form T

nent roads, may be deducteifreciatedi over a set number yoy must file Form T, Forest Activities Schedule, if you
of years. For example light-duty trucks and logging equiptaim a timber depletion deduction, sell cut products under

ment are depreciated over 5 years. You also may take boges, 631(a), or sell timber held for business use lump-sum
depreciation equal to 100% of the cost of qualified propertyec. 631(b)).

placed in service in 2011. If you hold your woodland for Management Bulletin R8-MB 139
business use, you can expense up to $500,000 in qualifying by Linda Wang, National Timber Tax Specialist
property (generally tangible personal property, but not im- and John L. Greene, Research Forester,
provements to land, buildings, or components of buildings) Southern Research Station

placed in service in 2011, subject to a $2 million phase-Qyfsclaimer: This material is not legal, tax and accounting
and business taxable income limitatiosed. 179 expensifig advice. Pursuant to the IRS Circular 230 rules, any U.S. fed-
_ Cost-share Payments eral tax advice contained here is not intended or written to be
If you receive a cost-share payment from an approved p{fed for the purpose of avoiding penalties under federal tax
gram, you may exclude all or part of the payment from yolsys, or promoting, marketing or recommending to another

income (sec. 126). Approved federal programs include thgry any transaction or matter addressed herein.
Forest Healt_h P!‘OteCtlon Program (fOI’ SOUt.hem pine ®e The U.S. Department of Agriculture (USDA) prohibits disgnation in all its prg-
and mountain pine beet|e), the Conservation Reserve grams and activities on the basis of race, color, ndtionmgin, age, disability, and
gram, Environmental Quality Incentives Program, Wildlif he“t% ?Pp"cab'et-_ S?X]; mafitt,a' Staﬂl!? f?fgi':?'fstatusgrl‘mfb&atusy fe'lilgion~ Sext a'f
. . orientation, genetic information, political beliefs, reprisa because all or a part{o
Habitat Incentives Program, and Wetlands Reserve Progran individual’s income is derived from any public assiseaprogram. (Not all prp-
Several state programs also are approved. The excludhibited bases apply to all programs.) Persons with disabiitieo require alternatiye
i means for communication of program information (Braillegéaprint, audiotapg,
anlount is the present value O.f the greater of $2.50 per ac etc.) should contact USDA’'s TARGET Center at (202) 720-260&cévand TDD).
10% of the average annual income from the affected a To file a complaint of discrimination write to USDA, Director, OfficECivil Rights
over the last 3 years. You generally may not exclude a [1400 independence Avenue, S.W., Washington, D.C. 20250-9410 or call (890) 795

ment if the cost can be expensed. Neither can you clai 3272I (voice) or (202) 720-6382 (TDD). USDA is an equal opportunity prowdgr
lemployer
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One cannot help but be impressed by the number of loadddg trucks that can be seen of late on our
local highways. While the spring and early summer of 2011 wenreery wet, the summer and early fall have
been ideal logging and trucking weather. The wet spring andlow start to the logging season seems to have
caused some sawmill winter log inventory concerns with aesulting slight bump up in log prices. Finished
lumber futures have changed very little since spring, hoverimin the mid to low $200 range.

With log prices in the $360/MBF range, sawmill efficiencybetter understood as log scale over-run,
is the key to the manufacture’s profitability and thus sirvival. Log prices west of the Cascades exceed
inland (east-side) prices by a factor of 40% or so becagsof over-run resulting from scaling practices.
Coastal manufactures are inherently no more efficient thamur local mills; the calculation of log volume is
just made under different rules resulting in greaterover run. The two principal log rule differences relate
to log length and diameter measurement.

West-side log rules generally specify 40 foot maximum scaling segmentaskEside rules are based on
20 foot maximum segments, with log taper not a consideration undeither set of rules. Taper accounts for
a good part of the overrun whichever rules are applied, but iland timber generally has more taper - par-
ticularly in butt logs - thus the 20 foot segment rule appéd in Idaho. Most east-side logs, but certainly not
all, would have really significantly taper in a 40 foot plugrim length. This factor accounts for most of the
stumpage premiums paid for 40 foot lengths in Idaho. Diametessimeasured at the small end of the log,
both west and east; how that diameter is recorded and factored intthe volume calculation is the key. West
-side rules specify dropping any fraction over the inch wite Idaho rules are based on the one-half inch con-
vention of the Coconino type scale stick. For example, a log measg 9 % inches small end diameter
would be recorded as a 9 inch log west-side (drop the fraction) andl® inch log in Idaho under the one-half
inch convention because the measured diameter was between 9.51 and irzbes-thus the 10 inch diameter
class.

The west-side and east-side scaling rules, however yhdiffer, are predicated on diagram lumber
recovery. Cubic scale is a measurement based on fiber comte That is not to suggest that fiber content
could not be converted to a lumber measurement - because it caa.binherent in fiber content calculation is
the inclusion of wood outside of the traditional scaling ydinder. There is no allowance for saw-kerf or
slabs. Small diameter logs contain more wood fiber proportionally toumber recovery than larger logs. All
of these factors have been studied and databases have beenstructed since the WW 11 era, but cubic has

never really been accepted beyond the pulpwood product. Logiwould suggest that a cubic foot
(Continued on page 14)

IFOA has lost three long-time and active members in thegst few months.

Irene Victory, matriarch of the Packer-Victory Heritage Tr ee Farm and an IFOA member from
it's beginning, passed away recently in Boise. Irene was aws ready and willing to represent IFOA
whenever there was a legislative or other matter of concern family forest owners at meetings or heart
ings in Boise. This was a great assistance to IFOA officenho would have had extra travel to Boise in
order to participate.

Bob Scates, another founding member of IFOA, passed away lastonth in Coeur d’'Alene.
“Doc” Scates served four terms in the Idaho State Legislatureiwvhere he championed bills to provide
family forest owner assistance through the Idaho Departmenof Lands. Doc also served as an IFOA
Director in the early years.

George Hatley passed away in Moscow last month. Although he ahds family practiced stew-
ardship of their land all along, to most of the rest of tke world George was known as “Mr. Appaloosa
for his many accomplishments preserving the breed and promioig horsemanship.

Our condolences and prayers are with the families of thesstalwart leaders and contributors tg
the care and improvement of Idaho’s private forestland resource

1-4
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REGULATION OF FOREST ROADS UNDER THE CLEAN WATER ACT

FOREST ROADS PREVIOUSLY TREATED AS “NONPOINT” SOURCE POLLUTION : Historically, forest roads

have been labeled by the US Environmental Protection Agency PA) as “non-point sources” of pollu-

tion and forest owners comply with voluntary or regulatory best maagement practices to protect water
guality in forests.

COURT RULED FOREST ROADS “POINT SOURCE” OF POLLUTION : In May 2011, the Ninth Circuit Court of
Appeals ruled that forest roads and their related stormwaterunoff systems are “point” sources of pol-
lution. Point sources of pollution can only be dischargedto water (states define “water” or use EPA
definition, see below on definition) with a Clean Water Acpermit. The Court ruling applies to family
forest owners in Alaska, Oregon, WashingtonDAHO , Montana, California, Arizona, and Nevada.

IMPACT OF FOREST ROADS RULING ON FAMILY FOREST OWNER INSIDE 9TH CIRCcUIT (AK, AZ, CA, ID,
MT, NV, OR, WA): Forest owners in these states will neeto get Clean Water Act permits for new and
existing road activities on their property near certain wates. EPA, the states, and private citizens can
sue either EPA/state or individual landowners over compliarne with these permits.

IMPACT ON FOREST OWNERS OUTSIDE 9TH CIRcUIT : While forest owners outside the 9th Circuit do not
need to get permits now, EPA could decide to implemettis court ruling across the country, subjecting
family forest owners everywhere to the same permitting requements.

WHY ARE PERMITS A PROBLEM ?: Since the permit guidelines have yet to be determined is difficult to
predict the additional requirements that will be placedon owners in the 9th Circuit. However, we do
know that EPA and the State regulatory agencies often have bacdkjs of permits and bureaucratic proc-
esses and are facing severe budget cuts. These permiil6 add time and financial costs to forest own-
ers, who are undertaking forest health treatments or otheactivities on their land and could overwhelm
already stressed agencies.

DEFINITION OF “WATERS” UNDER THE CLEAN WATER ACT: Earlier this year the EPA and the Army
Corps of Engineers releasedraft guidance that could expand the jurisdiction of the Clean War Act, to
regulate some “non-navigable” waters. This means that some additial landowners with intermittent
streams and other waters could be subject to the Clean W&t Act, as the forest roads decision is imple-
mented.

REGULATION OF PESTICIDES UNDER THE CLEAN WATER ACT: Pesticides, applied aerially over waters,
have traditionally been regulated by the Federal act dealing wiht pesticides. However, a recent Court
ruling directed EPA to regulate the aerial application of psticides over waters under the Clean Water
Act. This means that pesticide applicators must get botGlean Water and pesticide permits.

IFOA NEWSLETTER ADVERTISING RATES

Size IFOA Member Nonmember
CARD $8.50 $12.50
1/4 page 18.00 25.00
1/3 page 26.50 33.00
1/2 page 35.00 52.00

Full page 69.50 96.00
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Location, location, location is what the realtor will tell you when asked about a property’s value.
Unfortunately that is also what the forest entomologist wiltell you when asked about your forests sus-
ceptibility to the Douglas-fir tussock moth (DFTM). It is fairly predictable when and where the DFTM
will likely become a problem, but there are certainly suprises at times. If you have driven on Highway
95 in northern Idaho between Moscow and Coeur d’Alene recély you have no doubt seen this forest
insect defoliator at work. | addressed this forest pedbpic in our Winter 2010 and Summer 2010 News-
letters. Last summer it was expected that populationsoald continue to increase this summer if envi-
ronmental conditions were favorable for over-wintering egg massurvival and spring larvae develop-
ment. Guess what! It appears that conditions were morthan favorable andwe now have a significant
DFTM outbreak in progress with heavy defoliation of Douglas-fir andagd fir in the Plummer/Worley
areas and points east and west of these locations.

Concerned landowners are contacting the local Idaho Departmenttf Lands (IDL) offices and the
State’s forest entomologist, Tom Eckberg, and consulting forests for advice on what to do. A number
of landowners have decided to aerially spray their woodlots wht carbaryl (Sevin) to kill the larvae and
stop further defoliation. In most woodlots this is the fist year of significant defoliation caused by the
current outbreak. Typically, there isn’t widespread mortality of mature trees resulting from one year of
defoliation but there may be top kill. Understory Douglas-f (DF) and grand fir (GF) saplings can be
killed in the first year due to their reduced vigor. If DFTM egg mass surveys conducted this fall indicate
that the population is continuing to expand and it is likey that your woodlot may experience a second
year of defoliation, then aerial spraying may be desirable to ratcce tree mortality. The decision also is
heavily dependant on how big your woodlot is, overall speciesraposition and what your neighbors are
doing. If you own 10 acres of mature DF/GF fir timber and aresurrounded by 1,000s of acres of similar
forests that won't be treated, it may not be worth the tine and expense to treat your acres.

During the last big DFTM outbreak in 2001-2002 the IDL conductd a large aerial spray pro-
gram under which affected landowners could choose to haveedin property sprayed. The individual
cost to do this was partially covered by a federal grant and #hsize of the overall project also reduced
costs. Landowners did have to pay a percentage of the costg uwas much less than full price. In case
you hadn’'t heard, the federal government doesn't offer theamne funding it once did, so this program
source is unlikely in my opinion. Obtaining effective reults requires very careful monitoring of popula-
tions in the spring, with spraying initiated (if warranted) during early larval instars before feeding dam-
age becomes apparent. Several spray options are available that anere selective to the DFTM larvae
than carbaryl, without impacting other beneficial insects.

So what are the options for affected landowners? The long ter silvicultural solution is to
change the species composition of your stand to reduce sysidality if you are in an area that histori-
cally has been impacted by DFTM. These are typically driesites where grand fir in particular may not
be the best choice for optimum tree growth. Changing thstand composition to more ponderosa pine
(PP) and less GF and DF will reduce damage. Of courgayre stands of PP can be at risk for bark bee-
tle infestations, so it is generally best to try to maintaira diversity of species best suited to your site.
This may include western white pine and western larclor even lodgepole pine if the site will support
them. Obviously these are long term solutions and | wouldhsuggest immediately converting your
stands if log prices are low. There are other things you catho such as understory thinning to remove
suppressed DF or GF, which are often the trees moskély to be killed if defoliation continues.

In the meantime | suggest periodically checking the IDL wbsite (Forest Health Alert) link for

the most current information on DFTM population status and nmaps showing the extent of the outbreak.
by Jim Nichols, IFOA Vice President
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Species October 2011 July 2011
Douglas-fir/western larch $310 - $380/MBF $300 - $360/MBF
Grand fir/western hemlock $300 - $350 $285 - $350
Lodgepole pine $310 - $350 $300 - $350
Ponderosa Pine $275 (6-7") - $410 (12"+) $275 (6-7") - $370 (12"+)
\Western white pine $325 - $425 $285 - $400
\Western redcedar $540 - $650 $590 -$775
Cedar poles *$1,000* *$1,000%

Pulp $32 - $40/ton $25- $36/ton
Tonwood $42 - $47/ton $42 - $48/ton

Note: These figures represent prices paid by competitivaekiic facilities in the Inland Northwest, and are based average-sized logs
and standard log lengths - usually 16'6” and 33'. MBF = Thousan@&dfeet. *Pole value varies widely depending upon lengtharket infor-
mation as of October 20, 2011

The log market continues to fluctuate in a narrow rangewith most forest products hovering around modest pige
levels. However, pulp values have recently trendecoward and a few mills have become more aggressive in ord® build up
inventory levels before spring break-up.

Unfortunately, it appears the road toward significantly higher log prices will be long and slow. Extremely low hai
ing starts, widespread mortgage foreclosures, a huge invemy of homes for sale, and high unemployment lead most @exrts to
predict that it will be a long time before we see any gnificant economic recovery, and consequently, strong lunelp markets.
Couple this situation with a dramatic reduction in locallog purchasers (in northern ldaho alone we have lost 1fajor saw-
milling facilities within the last 25 years.) and the im@ct is compounded because forest owners now have fevey markets

(i.e. less competition for logs) and the possibilitgf much longer hauls. by Mike Wolcott, ACF, Certified Forester
Information provided by Inland Forest Management, Inc., a forestry consulting company

Mamage your forestt -
TIOW a |egacy...

Timber Cruising & Appraisals  Insect and Disease Management
Timber Sales “Fire Safe” Management

INLAND FOREST MANAGEMENT, INC.
(208) 263-9420

Foresters: Mike Wolcott, Dick Bradetich, Steve Bloede],
Lee Andrews, John Ailport, Don Gunter, Thayer Jacque

www.inlandforest.com ifm@inlandforest.cor
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AUGUST duced share of costs for the publiing all accounts to one financial
1. Chris Schnepf from Ul Exten- cation to the full rate. institution and establishing a pur-
sion distributed a fact sheet about SEPTEMBER chase order system.

the proposed Kootenai County; a potlumwas held at2- The Nominating Committee is
budget and answered questions. iha home of Director and Mrs. S€@rching for Director position
2. Director and Mrs. Funk have £ nk to celebrate their selectionominees to be selected before
been selected as Western Regionak 2011 National Tree Farmers of@nuary 1, 2012.

Outstanding Tree Farmers of the na vear. 3. The proposed Operating Proce-
Year. 2 A draft of the northwestern dures Director's and Officer’s job
3. Proposed Bylaws changes Wergaies’ forest owner associatiorf€SCriptions were accepted.
accepted and will be offered for ajgiiar pertaining to S1369 ang® The 2012 Family Forest Own-
membership vote. HR2541 - Silviculture Regulatory ers Conference Steering Commit-
4. Member David presented a ®-Consistency Act was reviewedl€€ IS currently contacting poten-
view of IFOA finances. Cur- eyp pavid will send IFOA’s pro- tial sponsors and exhibitors. The
rently, costs for just the IFOA posed wording changes to thdheme has been selected and the
Newsletter, EVP, Constant Con-group for their consideration. program agenda is in draft form.
tact and Northwest Woodlands3 The 2012 Family Forest Own=>- The letter to Shoshone County
magazine amount to $35.42 pep,s g Managers Conference gCommissioners about apparent
membership per year. With cur- Exposition  Steering Committeeregulation violations on the Saint
rent dues of $25.00, IFOA opera-met and is moving forward with Maries River has been mailed.
tions cost more than dues CO"pIans. The dates are March 195- The Top 10 Forestry Issues
lected each year. A membershipzo, 2012. member replies have been tabu-
dues increase was proposed t0 b npirector & Jane Thornes of- lated. They will be printed in the
voted on by the membership. fered their property as a potential Newsletter and distributed by
5. State regulation violationSgjie for the 2012 IFOA WoodsConstant Contact.

along the Saint Maries River were Day. 7. A 2012 IFOA Benewah County
discussed. IFOA will write a let-5 |p| announced plans to elimi-Woods Day has been tentatively
ter to the Shoshone County CoMyate the Idaho Forest Steward-Scheduled for July 14, 2012, at Di-
missioners and other interestedship Advisory Committee. Direc- rector Thornes’ property.

parties expressing our CONCery,rs and members are urged to®: The Idaho Forest Stewardship
about these violations. attend the next IFSAC meeting. Advisory Committee meeting has
6. EVP David participated in a been rescheduled for November
conference call pertaining to the _OLober .22, 2011. IDL Forestry Assistance
financial situation of the North- 1- The Audit and Tellers commit- g reqy Chief Craig Foss will at-
west Woodlands magazine. IFOAl€® met and made preliminarygnq the November 8, 2011, IFOA

voted to increase its currently re-fécommendations, such as changneeting. by iFoa secretary Janet Benoit

(Continued from page 10)

(12"x12"x12") would contain 12 board feet. In actuality, the conversin factor is somewhere around 5.5 to
7.0 bf, depending on diameters and cubic formula or rule applee There are four cubic rules most com-
monly used in the Northwest, each with its own nuances, duas where the measurements are taken; at the
top end, both the top and bottom ends, at the log midpoint oyl assumed log taper top to butt as measured
at the top, etc.

In the final analysis, what we as timber investors are intersted in, once the decision is made to sell
some of our timber, is where do we go to get the most dollarsRist exactly how that amount was calculated
is secondary. | must admit though that | get a great deal of safiaction from a scale ticket reflecting a low
defect rate. Consistently low defect rates may suggest however, thatretentable saw timber is being left in
the woods or sold into a lower dollar fiber market. . . . . Dy Larry Stewart, IFOA Director and ID Board of Stiag Practices member
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...IFOA HAT ...
...IFOA T-SHIRT ...
...IFOA WORK SHIRT ...

perfect for walks in the woods
perfect for any occasion!
perfect for working in the woods
...IFOA SWEATSHIRT ... perfect for keeping warm in the woods
...IFOA SUSPENDERS.. perfect for comfort anytime

green with white lettering, heavy-duty construction,
clamp-on, adjustable to fit any length (or&er'or 54")
...IFOA COFFEE MUG.... perfect for before working in the woods

...IFOA MEMBERSHIP SIGN ...
18" x 24”
white with green graphics & black lettering
1/8” thick plastic, 6 pre-drilled mounting
holes
space for family name
proudly display this rhust havéitem!

..PROPERTY BOUNDARY TAGS..
3.75" x 3.75”

3.75" x 3.75”
bright orange with black lettering & logo
.024 gauge plastic

Clip & mail this form to arrive by December §' in order to receive merchandiseébefore Christmas

- IFOA embroidered “Ball cap” HATS number x $15.00 ea. = |:| :
: IFOA SUSPENDERS size50"  numbef ]  x$1Lo0ea=[ | :
: size 54" numbe] ] x$11.00ea.= [ | :
: IFOA T-SHIRTS circle your sizes: S, M, L, XL, XXL number 15.00 ea. =
E w/printed logo I y u 'z : X $ ea : :
: IFOA WORK SHIRTS circle your sizes: S, M, L, XL number 25.00 ea. = :
: denim w/embroidered logo I y u 'z |:| X $ ea |:| :
- IFOA SWEATSHIRTS circl izes: M, L, XL, XXL number 24.00 ea. = .
5 forest green wi/printed logo cirele your Slzes |:| X $ ea |:| E
: IFOA MEMBERSHIP SIGNS number [ ] x$1200ea=[ ] :
: IFOA COFFEE MUGS number 5.00 ea. = :
: White w/ green logo |:| X $ ca |:| :
: IFOA BOUNDARY TAGS 3/PACK number [ ]  x stooea=[___ ]:
: 25/PACK number[ ] x $8.00 ea. = :
50/PACK number[ ] x $15.00 ea. = :

100/PACK number x$30.00ea.= [ | :

Shipping & Handling $4.00/Order = | $4.00 | :

TOTALS=[ 1 :

Make checks payable tddaho Forest Owners Associaticeind send to:
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