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HOT! HOT! HOT!

The housing market continues into mid-2004 as a mainstay of
the U. 8. economy. Although housing starts were down slightly,
attributed somewhat to a rise in loan interest rates, they re-
mained ahead of last year's numbers. While interest rates are
still expected to increase modestly throughout the remainder of

the year, new home construction is expected to stay strong.

REPORTING A TIMBER CASUALTY LOSS

For forest landowners, our lives will be forever dated by Hurri-
cane Huge, which occurred 15 years ago this September. Many
of us assumed that Hugo would be the storm of a lifetime. How-
ever, the January 2004 ice storm cut a broad swath across South
Carolina, damaging or destroying many forests that were estab-
lished after Hurricane Hugo. Salvage of ice storm damaged pine
has for the most part ended. While many tracts of timber were
damaged, those that received 25% damage or less were not sal-

vageable because of the economics of harvesting.

Timberland owners may be eligible for a itmber casualty loss.

Usually, the deduetion should be claimed for the tax year in

which the casualty occurs. If an area is designated by the Presi-
dent of the United States as a disaster area, a deduction can be
claimed in the year before the year in which the loss occurred.

South Carolina was designated as a disaster area after the

January 2004 ice storm. The amount of any gain or loss from a
timber casualty is determined in the same manner as for timber
sales in general. However, the amount of gain or loss is reported

as an involuntary conversion, a section 1231 transaction. A

presidential declaration of disaster also extends the period which
a landowner may avoid paying capital gains taxes on any gain
realized as a result of casualty event. If the salvage income ex-
ceeds the landowner's adjusted basis, then the resulting gain is
taxable unless the landowner invests the gain in replacement
property within two years. A presidential declaration extends

this period to 3 years.
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The amount of loss is limited to the adjusted basis in the
timber, minus any income from salvage. For many land-
owners, the adjusted basis will be much less than the cur-
rent fair market value. Generally, the change in fair mar-
ket value of timber damaged or destroved is the value im-
mediately before the casualty and immediately after the
casualty.

Landowners should contact their tax advisors for informa-
tion on possible casualty loss deductions. A good web site
is www.timbertax.org.

LAWSUIT RECEIVES CLASS-ACTION STATUS

According to published reports, a federal district court
judge in South Carolina has granted class-action status to
a lawsuit filed by several South Carolina landowners who
claim that International Paper Company's Quality Sup-
plier Timber Procurement Program included anti-
competitive practices such as price fixing that caused the
landowners to lose timber revenues. The landowners
claimed that TP dictated stumpage prices that guality sup-
pliers could offer to landowners. That lawsuit was filed in
October 2002,

Even though the judge’s class-action ruling did not come
with an automatic appeal right, [P is filing a motion with
the 4th Cireunit Court of Appeals in Richmond, VA, asking
for the right to appeal the judge’s ruling.

IMPROVED TREES IMPROVE THE YIELDS

In a project that began 50 years ago, researchers have






