
 

Low Percent

Quality Open Reserved Total of Open

Private
Industry 280              5,674       -           5,954         34.8%
Nonindustrial Private 1,766           2,671       1              4,438         16.4%
Total Private 2,046           8,345       1              10,392       51.2%

Public
State

Forestry 21                728          29            778            4.5%
Transportation 3                 7              57            67              0.0%
Fish & Wildlife -              39            -           39              0.2%
Higher Education -              15            -           15              0.1%
Total State 24                789          86            899            4.8%

Federal
Forest Service 2,816           5,971       4,276       13,063       36.7%
BLM -              624          1,744       2,368         3.8%
Park Service 5                 -           161          166            0.0%
Fish & Wildlife 1                 3              9              13              0.0%
Total Federal 2,822           6,598       6,190       15,610       40.5%

Local Government 10                77            36            123            0.5%
Indian Lands -              480          -           480            2.9%
Total Public 2,856           7,944       6,312       17,112       48.8%

Total Oregon 4,902           16,289     6,313       27,504       
Percent 17.8% 59.2% 23.0%

Source: ODOF 1997 Annual Report (revised 1/29/99), page 4

Timber Land

Ownership

OREGON'S FOREST LAND BASE (1997)
Thousands of Acres
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REVENUES FROM TIMBER IN OREGON 
 
This report reviews the revenues that flow primarily to local governments from property taxes on 
forestland, from privilege taxes on timber harvested from privately owned forestland, and from 
shared revenues when timber is harvested on state or federally owned forestland.  Section 1 is 
an overview of forestland ownership, total timber harvests, and total local government revenues.  
Section 2 looks at the individual local government revenue sources, and Section 3 reviews the 
Forest Products Harvest Tax, which funds a number of forest industry related programs. 

Overview 
The Department of Forestry 
classifies 27.5 million acres of land 
as forestland.  Of this total 4.9 
million acres (17.8%) is incapable 
of producing 20 cubic feet in 
volume per year and is of little 
value for timber production (low 
quality).  An additional 6.3 million 
acres (23%) is in wilderness or 
other areas that prohibit timber 
harvests (reserved).  The 
remaining 16.3 million acres are 
productive and potentially open to 
harvest (open). 

The table at right shows the 
distribution of forestland by type of 
ownership in each of these 
categories.  While there have been 
minor reclassifications, the biggest 
change in this distribution since 
1990 has been the movement of 
about 5.3 million acres of federally 
owned forestland from the open 
classification to low quality (1.1) 
and to the reserved classification 
(4.2). 

The 16.3 million acres of 
timberlands open to harvest 
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generate the revenues reviewed in this report.  Of these, either the U.S. Forest Service (USFS) or 
the Bureau of Land Management (BLM) owns 6.6 million acres (40%).  Harvests from these lands 
have been severely restricted since the late 1980’s because of the Endangered Species Act and 
changes in management practices. 

Chart 1 at right shows the volume 
of timber harvested from Oregon 
forests between 1977 and 1999 
and the harvest forecast through 
2003.  The biggest change over the 
period is the decline in the harvest 
from forestland managed by the 
USFS and BLM.  These harvests 
reached a maximum of 4.9 billion 
board feet in 1988, rapidly declined 
in the early 1990’s, and are 
forecast at about 0.7 billion board 
feet through 2003. 

The harvest from privately owned 
forestland reached a maximum of 
3.7 billion board feet in 1989, held 
fairly constant at about 3.4 billion 
board feet through 1995, and fell to 
2.7 billion board feet by 1999.  The forecast is for about 2.7 billion board feet through 2003.  The 
harvest from other public forestland has varied between 0.2 and 0.4 billion board feet per year. 

Private forestlands generate 
property tax revenue and timber 
harvests generate privilege or 
severance tax revenues.  Some 
publicly owned forestlands, such as 
the Coos Bay Wagon Road lands, 
pay in lieu property taxes, but most 
share a portion of receipts from 
timber harvests with local 
governments.  Chart 2 summarizes 
revenues from all sources.  
Revenues over this period reflect 
changes in the volume and value of 
timber harvested, changes in 
Oregon’s taxes, and changes in 
federal revenue sharing. 

Each of these revenue sources is 
discussed in the following sections 
of this report.  The first section deals with revenues from privately owned forestland, looking first 
at privilege taxes on timber harvests and then at property taxes on forestland value.  The second 
section deals with revenue from publicly owned forestland and the finally section looks at the 
Forest Products Harvest Tax. 
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Tax Revenue from Private Forests 
There were two major changes in timber tax policy, which affected revenues from private 
forestland during the 1990’s.  The 1993 Legislature exempted standing timber from property tax 
and continued the privilege taxes on timber harvests in lieu of 80% of the property tax on 
forestland value with forestland assessed at 20% (the 1993 Program).  The 1999 Legislature 
created a new program for forestland in large ownerships (optional for forestland in small 
ownerships), under which timber harvests are exempt from privilege taxes and forestland is 
assessed at 100%.  This program is referred to as the Oregon Forest Land Program (OFLP). 

 

Privilege (Severance) Taxes 

 

In 1977, the value of standing timber was exempted from property tax and a 6.5% severance tax 
was imposed on timber harvests in lieu of property tax.  This legislation repealed the Forest Fee 
and Yield Tax and reduced its 12.5% yield tax by 0.25% per year to reach 6.5% in 2002 
(reforestation lands).  The 6.5% rate was in effect through June 30, 1991.  The 1991 Legislature 
redefined the severance tax as a privilege tax and reduced the tax rate and the additional rate on 
reforestation lands for harvests between July 1, 1991 and December 31,1993.  The 1993 
Legislature further reduced these rates for harvests in calendar years 1994 through 1996.  As of 
1996, a 3.2% privilege tax rate was imposed on all private harvests in western Oregon except 
forestland under the small tract option (see property tax section).  The 1999 Legislature created a 
new program, which we call the Oregon Forest Land Program (OFLP) because it is basically 
uniform in both eastern and western Oregon.  It applies to forestland in ownerships of 5,000 or 
more acres (large ownerships) and is optional for smaller ownerships.  Harvests from forestland, 
under OFLP, pay privileges taxes at reduced rates for 2000 through 2002 and are exempt from 
privilege taxes thereafter as the forest land value assessment ratio increases from 20% to 100% 
(see discussion under property tax).  Harvests from small ownerships not taxed under OFLP will 
continue under the 1993 Program (or as modified by the 2001 Legislature).   

Western Oregon Generally 

The Department of Revenue publishes 
Stumpage Value Tables for each 
calendar year.  These show value per 
thousand board feet (or by ton) by 
specie and grade for 42 value areas in 
western Oregon.  The taxable value of 
a harvest is determined by multiplying 
the volume harvested in each 
category by the appropriate value from 
the Department’s tables.  The method 
of determining these values has 
changed over this period, moving 
toward the Log Purchase Value Index 
when sales are insufficient to 
determine stumpage values.  
Beginning July 1, 2001, taxable value 
is defined as immediate harvest value.   

Chart 3 above shows the volume and value of harvests in western Oregon subject to privilege 
taxes.  To facilitate comparison, volume is shown in units of 2 billion board feet (double the 
vertical values) and value is in billions of dollars.  Volume is around 2.8 billion board feet through 

Chart 3: W.O. Privilege Tax
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1995 and then drops to about 2.3 billion board feet in 1999.  The forecast is for roughly 2.3 billion 
board feet through 2003.  Rising stumpage prices through 1994 approach $500 per 1,000 board 
feet and yield rapidly increasing harvest values.  Between 1994 and 1999 both volume and 
stumpage prices decline and harvest value falls below $1 billion.  The forecast assumes a further 
decline in stumpage value in 2000 and constant prices thereafter. 

Chart 4 below repeats harvest values in billions of dollars and adds privilege tax liability in units of 
$50 million.  Tax liability fluctuates about $50 million (multiply the vertical scale by 5) through 
1995 as decreasing privilege tax rates offset increased harvest value.  Between 1996 and 1999, 
the privilege tax rate is constant at 3.2% and tax liability falls proportionately with harvest value.  
For 2000 through 2002 the forecast assumes that 91% of the harvest is from forestland OFLP, 
7% is from forestland under the old program, and 2% is from reclassified land (farmland, 
residential, etc.).  In 2003, the percentages are 95.5%, 2.5%, and 2%; respectively.   

The Department of Revenue collects 
the tax and determines the 
distribution to local governments by 
formula and transfers the revenue to 
county treasurers.  Prior to 2000, 
county distributions depended on 
forestland and harvest value 
histories and distributions to districts 
within counties depended on these 
factors plus the district property tax 
rate histories.  Beginning in 2000, 
any tax paid under OFLP is divided 
between the State School Fund 
(93%) and the Community College 
Support Fund (7%).  Tax paid under 
the 1993 program is divided between 
schools (65%) and county 
governments (35%).  The school 
portion is divided between the State 
School Fund (93%) and the Community College Support Fund (7%).  The distributions to western 
Oregon counties are in proportion to forestland value. 

Property tax levies submitted by local taxing districts were reduced by estimated privilege tax 
revenues (timber tax offsets) prior to 1997-98.  Measure 50 ended this offset process for school 
districts and created an offset tax rate for other districts.  The offset rate reduces the district’s 
prime rate.  Estimates are required because actual fiscal year privilege taxes are not known at 
the time levies are submitted.  To assure that revenues transferred to the districts by the county 
treasurers are equal to the offset amounts, the legislature established reserve accounts and 
required county treasurers to hold any distributions in excess of the offset amounts to be 
distributed in the following year.  The 1999 legislation ends this complicated process in 2001-02 
by holding the county share for distribution in August of the following fiscal year.  Thus the actual 
distribution is known when the county levy is submitted.  As privilege tax revenue declines, the 
offset rate will decline and the tax rate imposed by the district will increase. 

Actual privilege tax revenue distributions to the counties (not offset amounts) are shown in table 
B1 of Appendix B.  In 1990-91, $46.2 million was distributed.  Of this 86.8% went to schools 
(75.5% to k-12 schools, 4.7% to education service districts, and 6.6% to community colleges), 
9.1% went to county governments and 4.1 % went to all other taxing districts.  These distribution 
percentages were fairly stable through 1996-97, shifting slightly in favor of other districts.  In 
1997-98, Measure 50 eliminated the calculation of district tax rates used in the distribution 

Chart 4: W.O. Privilege Tax
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formula.  As a result, the district prime rates were used in computing the 5-year average of district 
tax rates.  This produced a gradual decline in the school share through 2000-01 to about 75%.  
The 1999 legislation ends this process in 2001-02. 

 

In 1990, harvests from private forestland in eastern Oregon (2,040,000 acres) paid a severance 
tax at the rate of 5% of immediate harvest value.  This tax was enacted in 1961 in lieu of property 
tax on the value of standing timber.  Roughly 114,000 acres was classified as reforestation lands 
and paid an additional rate (4.5% in 1990) following the repeal of the Forest Fee & Yield Tax in 
1977.  This additional rate was scheduled to decreases 0.25% per year, falling to zero in 2008.  
The 5% rate was in effect through June 30, 1991.  As with western Oregon, the 1991 and 1993 
Legislatures redefined the severance tax as a privilege tax and reduced the tax rate and the 
additional tax rate on reforestation lands.  By 1996 harvests from all private forestland in eastern 
Oregon paid a privilege tax at a rate of 1.8% of immediate harvest value. The new program 
(OLFP) created by the 1999 Legislature also applies to eastern Oregon (see above).  Harvests 
from forestland, under OLFP, pay privileges taxes at reduced rates for 2000 through 2002 and 
are exempt from privilege taxes thereafter.  Harvests from small ownerships taxed under the 
1993 Program will continue to pay privilege tax at a rate of 1.8% (or as modified by the 2001 
Legislature).   

Eastern Oregon (highlights differences from treatment in western Oregon) 

The Department of Revenue publishes Immediate Harvest Value Tables for each calendar year.  
These show value per thousand board feet (or by ton) by species and grade for a number of 
value areas in each eastern 
Oregon County.  The method of 
calculating immediate harvest value 
has remained constant over this 
period.  Chart 5 at right shows the 
volume and taxable value of 
harvests in eastern Oregon subject 
to privilege taxes.  Volume is 
shown in units of 2 billion board 
feet (double the vertical scale 
values) and value in billions of 
dollars. 

Harvest volumes increase and then 
decline primarily because of the 
pine beetle infestation, but are 
around half a billion board feet 
through 1999 and for the forecast 
through 2003.  Immediate harvest 
values increase through 1994 causing 
taxable value to rise rapidly.  Declining 
harvest volumes and prices reduce 
taxable value through 1999.  The 
forecast assumes a further decrease 
in prices in 2000 but stable prices 
thereafter. 

Chart 6 at right repeats harvest value 
in billions of dollars and adds privilege 
tax liability in units of $50 million 
(multiply the vertical scale values by 

Chart 5: E.O. Privilege Tax
Harvest Volume & Value

0
0.05

0.1
0.15

0.2
0.25

0.3
0.35

0.4

1990

1992

1994

1996

1998

2000

2002

Volume Value

 Chart 6: E.O. Privilege Tax
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5).  Tax liability increases through 1994, but more slowly than taxable value because of declining 
privilege tax rates.  In 1995 and 1996, tax liability falls rapidly as both harvest value and the 
privilege tax rate fall.  Privilege tax rates are constant at 1.8% through 1999 and tax liability is 
proportional to taxable value.  For 2000 through 2002 the forecast assumes that 91% of the 
harvest is from forestland under OFLP, 7% is from forestland under the old program, and 2% is 
from reclassified land (farmland, residential, etc.).  In 2003, the percentages are 95.5%, 2.5%, 
and 2%; respectively. 

The Department of Revenue collects the tax and distributes the revenue to county treasurers by 
formula.  Prior to 2000, county distributions depended on the appraised value of standing timber 
on the 1964 tax rolls and county assessors based on these same values determine distributions 
to districts within counties.  Beginning in 2000, the distribution is the same as for western Oregon.  
Any tax paid under OFLP is divided between the State School Fund (93%) and the Community 
College Support Fund (7%).  Tax paid under the old program is divided between schools (65%) 
and county governments (35%).  The school portion is divided between the State School Fund 
(93%) and the Community College Support Fund (7%).  The distributions to eastern Oregon 
counties are in proportion to forestland value. 

Prior to 1997-98, property tax offsets also depended on the 1964 value of standing timber but 
were otherwise similar to those for western Oregon.  The changes under Measure 50 are the 
same as for western Oregon (see above). 

Actual privilege tax revenue distributions to the counties (not offset amounts) are shown in table 
B2 of Appendix B.  In 1990-91, $4.2 million was distributed.  Of this 79.4% went to schools 
(64.4% to k-12 schools, 12.1% to ESD’s, and 2.9% to community colleges), 17.1% went to 
county governments and 3.5 % went to all other taxing districts.  These distribution percentages 
were fairly stable through 1996-97, though the county’s share fell slightly in favor of schools and 
other districts.  In 1997-98, Measure 50 eliminated the calculation of district tax rates used in the 
distribution formula.  As a result, the county assessors used the district prime rates in computing 
the offset amounts.  This reduced the school share through 2000-01 to about 50%.  The 1999 
legislation ends this process in 2001-02. 
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Property Tax 

Private forestland is taxed as part of the local property tax system. All Forestland (5.5 million 
acres) is assessed based on its value in forest use (specially assessed value) with one exception. 
Forestland under the Small Tract Option (0.2 million acres) is assessed at its productivity value 
(discussed below).  Prior to 1995-96 assessed value was 100% of specially assessed value 
(assessed value was an increasing percent of specially assessed value for the 860,000 acres of 
reforestation lands formerly under the Forest Fee and Yield Tax).  For 1995-96 and 1996-97 it 
was assessed at 20% of its specially assessed value.  Since 1997-98 it has been assessed the 
lesser of 20% of it’s specially assessed value or it’s maximum assessed value (see below).  The 
OFLP created by the 1999 Legislature is required for forestland in large ownerships (5,000 acres 
or more) and optional for forestland in smaller ownerships.  Under OFLP, for 2000-01 through 
2002-03, assessed value is the lesser of 75% of specially assessed value or maximum assessed 
value (redefined).  Beginning in 2003-04, assessed value is the lesser of specially assessed 
value or maximum assessed value (redefined).  Forestland remaining in the 1993 Program will 
continue to be assessed at the lesser of 20% of it’s specially assessed value or its maximum 
assessed value. 

Western Oregon Generally 

The method of determining specially assessed values has also changed over this period.  Values 
are determined for 8 site classes (FA through FG & FX), which measure soil productivity.  Prior to 
1995-96 these values also varied by market area and by value zone and were determined by 
indexing values set for 1977 by the Oregon Supreme Court.  The 1993 Legislature set new 
values for each site class in statute, which apply to all areas of western Oregon.  These are 
indexed annually and took effect in 1995-96.  The indexes used over this period also changed.  
The 1999 Legislature required the Department of Revenue to convene working groups to review 
these values, to develop a process for class action appeal of forestland values, and to review the 
method of taxing forestland not covered by the new program. 

Maximum assessed values were 
imposed by Measure 50 in 1997-98.  
For 1997-98, they were set at 90% of 
the 1995-96 assessed value (18% of 
1995-96 specially assessed value) 
and increase 3% per year thereafter.  
For forestland OFLP, the 1997-98 
maximum assessed value base is 
redefined as 75% of 1995-96 
specially assessed value for 2000-01 
through 2002-03 and at 100% 
beginning in 2003-04. 

Chart 7 at right shows the growth in 
assessed value of forestland in 
western Oregon (excluding Small 
Tract Option) and the property taxes 
on these lands.  Assessed value is 
shown in units of $100,000,000 and 
tax is in units of $1,000,000.  
Amounts through 1999-00 are estimated based on the site class distribution of forestland and the 
average tax rates that apply to rural properties.  Amounts shown after 1999-00 are based on 
forecasts of harvest volume and value and on the amount of forestland that will be taxed under 
the new program.  Assessed value increased through 1994-95, despite a declining harvest 

Chart 7: W.O. Property Tax
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volume, because of rising stumpage values.  During this period, property tax rates declined under 
Measure 5, so property tax increased more slowly than assessed value.  For 1995-96 and 1996-
97, specially assessed value continues to grow, but assessed value drops to 20% of specially 
assessed value.  Between 1997-98 and 1999-00, assessed value is reduced and then grows 
more slowly because it is limited to maximum assessed value.  The forecast assumes that about 
75% of forestland will be in the new program for 2000-01 through 2002-03 and 91% in 2003-04.   

 

Forestland under the Small Tract Option is assessed based on its productivity value.  Prior to 
1997-98 these values were determined for 5 site classes by the Department of Forestry using an 
income approach.  The average productivity value for forestland in this program increased from 
$177 per acre in 1990-91 to $509 in 1996-97.  The 1997 Legislature redefined productivity value 
as the specially assessed values determined by the Department of Revenue.  This required 
matching Forestry’s site classes to Revenue’s site classes.  In this process, the Legislature 
redefined maximum assessed value to be 90% of the 1995-96 specially assessed values.  Since 
harvests from these lands are exempt from privilege taxes, they were assessed at 100% of their 
productivity value prior to 1997-98 and have been assessed at the lesser of their productivity 
value or their maximum assessed value since 1997-98. 

Small Tract Option Tax 

Chart 8 at right shows the growth in 
assessed value and property tax for 
forestland in the Small Tract Option. 
Assessed value is shown in units of 
$100,000,000 and tax is in units of 
$1,000,000. Amounts through 1999-
00 are estimated based on the site 
class distribution of forestland and 
the average tax rates that apply to 
these properties.  Amounts shown 
after 1999-00 are based on expected 
tax rates and a 3% per year increase 
in maximum assessed value.  
Despite the slight decline in the 
number of acres in this program, 
increasing stumpage prices 
produced generally increasing 
productivity values through 1996-97.  
During this period, property taxes are 
roughly constant as property tax rates decline under Measure 5.  In 1997-98, assessed value is 
reduced because productivity value is redefined as specially assessed value under the 
Department of Revenue’s site classes and because of the limit on assessed value imposed under 
Measure 50.  Growth after 1997-98 assumes a 3% per year increase in assessed value and 
slightly increasing property tax rates as timber tax offsets decline. 

 

 

 

Like western Oregon, private forestland in eastern Oregon is taxed as part of the local property 
tax system.  Prior to 1995-96 assessed value was 100% of specially assessed value (assessed 

Eastern Oregon (highlights differences from treatment in western Oregon) 

Chart 8: W.O. Small Tract
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value was an increasing percent of specially assessed value for the 114,000 acres of 
reforestation lands formerly under the Forest Fee and Yield Tax).  For 1995-96 and 1996-97 it 
was assessed at 20% of its specially assessed value.  Since 1997-98 it has been assessed at the 
lesser of 20% of it’s specially assessed value or it’s maximum assessed value.  OFLP created by 
the 1999 Legislature is required for forestland in large ownerships (5,000 acres or more) and 
optional for forestland in smaller ownerships.  Under OFLP, for 2000-01 through 2002-03, 
assessed value is of the lesser 75% of specially assessed value or maximum assessed value.  
Beginning in 2003-04, assessed value is the lesser of specially assessed value or maximum 
assessed value.  Forestland that is not taxed under OFLP will continue to be taxed under the 
1993 Program or as provided by the 2001 Legislature. 

The definition of specially assessed value has varied over this period and is slightly different than 
those that apply to western Oregon.  One value applies to all forestland in eastern Oregon with 
no distinction by site class.  Prior to 1995-96, specially assessed value was based on indexing 
the $25 per acre value set by the legislature for 1982.  The 1993 Legislature set a statutory value 
of $47 per acre, which is indexed, based on immediate harvest value.  The review of forestland 
values required by the 1999 Legislature applies to both eastern and western Oregon (see above). 

Maximum assessed values in eastern Oregon are the same as for western Oregon (see above). 

Chart 9 at right shows the growth in 
assessed value and property tax on 
eastern Oregon forestland from 1990-
91 through 2003-04. Assessed value 
is shown in units of $100,000,000 and 
tax is in units of $1,000,000.  Amounts 
through 1999-00 are estimated based 
on assessed value of forestland and 
the average tax rates that apply to 
rural properties.  Amounts shown after 
1999-00 are based on forecasts of 
harvest volume and value and on the 
amount of forestland that will be taxed 
under OFLP.  Assessed values grew 
through 1994-95 but more slowly than 
in western Oregon, primarily because 
of differences in the indexes of 
forestland value.  Property taxes are 
higher, relative to assesses value, 
because property tax rates are higher in eastern Oregon.  They show the same decreasing trend, 
as on the West Side, because property tax rates fall under Measure 5.  Between 1995-96 and 
1999-00 both assessed value and property tax fall because assessed value is reduced to 20% of 
specially assessed value.  In 1997-98, assessed value is reduced under Measure 50 and growth 
through 1999-00 is limited to 3% per year.  The forecast of assessed value assumes that 84% of 
forestland in eastern Oregon will be under OFLP for 2000-01 through 2002-03 and 90% in 2003-
04.  Tax rates are increased to reflect the reduction in timber tax offsets (see below). 

 

Chart 9: E.O. Property Tax
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Shared Revenue from Public Forests 
State privilege (severance) tax laws and property taxes do not apply to publicly owned forestland 
or timber harvested from those lands.  Instead, local governments get, under federal and state 
law, a share of the revenue earned from management of these lands.  Most of this revenue is 
from timber sales. 

The State Forester manages 786,000 
acres of forestland.  There are two 
sources for this land.  One is retained 
land grants of 136,000 acres from the 
federal government for education.  
These are called Common school 
lands.  The other is former county land 
of 654,000 acres, which were deeded 
to the state in trust.  These are called 
Board of Forestry lands. 

State Forest Lands 

Land grant forestland is the remnants 
of the federal lands dedicated for the 
support of public schools. Revenue 
from timber sales on these lands is 
constitutionally dedicated to the 
Common School Fund.  Forestry’s 
expenses for managing these lands 
are paid from Common School Fund 
earnings.  Chart 10 shows the 
revenue paid into the Common School 
Fund for fiscal years 1990-91 through 1999-00.  The forecast through 2003-04 assumes $24 
million a year. 

The Common School Fund is like an 
endowment fund where the revenue is 
invested and only the earnings of the 
fund are distributed.  The market 
value of the Common School Fund 
was about $750 million on December 
31, 1999.  Fund earnings are 
distributed first to the counties on the 
basis of school age children (age 4 to 
20) and then to school districts on the 
basis of average daily membership.  
Annual distributions fell from about 
$14 million in 1990-91 to $9.3 million 
in 1994-95 and then grew to about 
$10.5 million in 1998-99.  The 1999 
Legislature required revisions in the 
State Land Board’s distribution 
policies, which were intended to 
increase distributions by about $25 
million a year.  Preliminary data show $22.8 million distributed in 1999-00 and $38 million for 
distribution in 2000-01. 

Chart 10: State Lands
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Chart 11: County Trust Lands
Local Government Revenue
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Counties foreclosed on some private forestland in the 1930’s and 40’s that had been burned or 
cut over.  The counties in turn conveyed this land to the state for reforestation in exchange for a 
share of revenue generated from these lands.  Revenue, after deductions for protection, 
development, and management costs is distributed to the counties where the land generating the 
revenue is located.  Throughout this period 36.25% of total revenues have been required, 
primarily management expense by Forestry with the remaining 63.75% distributed to counties.  
Counties keep at least 10% for management and supervision.  The County School Funds are 
credited with 25% of the balance and the remaining 75% is allocated among taxing districts with 
trust lands based on district tax rates.  Chart 11 on the previous page shows the revenues 
distributed to counties for 1990-91 through 1999-00.  The forecast through 2003-04 is based on 
preliminary management plans as of April 1, 2000.  The distribution by county is shown in table 
B3 of Appendix B for 19990-91 and the three latest years. 

 

The U.S. Forest Service shares 
revenue from timber sales with counties 
in effect as a payment in lieu of property 
tax.  Revenues from each federal forest 
reserve are allocated to the counties 
based on acres in the reserve. Under a 
federal Act of May 23, 1908, counties 
receive 25% of the receipts from timber 
sales on the national forest land in the 
county.  To forestall the precipitous fall 
in these revenues in the early 1990’s 
following harvest reductions primarily 
related to the Endangered Species Act, 
the federal government provided, in the 
1993 Omnibus Budget Reconciliation 
Act, for an alternative payment plan for 
fiscal years 1994 through 1998, which 
became a minimum payment for 1999 
through 2003.  This plan applies to 
forest reserves affected by the Spotted Owl.  Minimum payments to the counties, from these 
reserves, are a declining percentage of the average payments for fiscal years 1986 through 
1990.  The percentage was 85% for 1994 and decreases 3% per year through 2003.  The Secure 
Rural Schools and Community Self-Determination Act (HR 2389), passed by Congress in 
October 2000, repeals the Owl guarantees and sets 2000-01 payments equal to the higher of the 
25% payment or the average of the three highest payments between 1984 and 1999.  This Act 
applies to all federal forest reserves, whether or not affected by Spotted Owl legislation.  The 
amounts for 2000-01 are indexed through 2005-06 by half the increase in the U.S. Department of 
Labor’s CPI for rural areas.  Chart 12 above shows payments to Oregon counties by the U.S. 
Forest Service from 1990-91 through 1998-99 and estimated payments through 2003-04 based 
on HR 2389.  The amounts shown do not include an estimated 15% dedicated by the Act to 
Resource Management Plans.  The Owl payments, in the chart, are the amount in excess of the 
25% payments under the 1993 Act through 1999-00 and what they would have been thereafter. 
County receipts are split in two ways (there are statutory exceptions for several counties).  The 
county road funds receive 75%.  The county school funds receive 25%, which is distributed 
based on the number of students.  These revenues are not offset against property tax levies.  
The distribution of U.S. Forest Service payments by county is shown in table B4 of Appendix B. 

U.S. Forest Service lands 

Chart 12: Federal Payments
U.S. Forest Service

$0
$20
$40
$60
$80

$100
$120
$140
$160

1990-91
1992-93
1994-95
1996-97
1998-99
2000-01
2002-03

25% Pmt Owl Pmt. HR 2389

 



Research Report 7-00  Page 12 
September 2000 
 

The Oregon and California Railroad lands are remnants of a huge land grant made in 1869 to a 
private company for building a north-south railroad through western Oregon.  Lands reverted to 
the federal government when the company violated the terms of the grant.  There are about 2.5 
million acres in 18 counties, which are all in western Oregon except for Klamath County.  The 
greatest concentration of land is in Coos, Douglas, Lane, Jackson, and Josephine counties.  The 
land is primarily administered by the Bureau of Land Management (BLM).  Land in national 
forests is managed by the U.S. Forest Service. 

Oregon and California Railroad Lands (O&C) 

Under a 1937 federal Act, counties receive 50% of the revenues from timber sales on lands in the 
county.  These are effectively payments in lieu of property and privilege taxes.  The 1993 and 
2000 federal Acts also apply to forestland managed by BLM (see the U.S. Forest Service Lands 
above, for a discussion of these Acts).  Thus the federal government has provided alternative or 
minimum payments as a declining percentage of average payments between 1986 and 1990 
through 1999-00 and will make minimum payments through 2005-06 based on the average of the 
three highest payments between 1986 and 1999. 

Chart 13 shows payments to 
Oregon counties by BLM from 
1990-91 through 1999-00 and 
estimated payments through 
2003-04 based on HB 2389.  The 
Owl payments, in the chart, are 
the amount in excess of the 50% 
payments under the 1993 Act 
through 1999-00 and what they 
would have been thereafter.  The 
distribution to each county is a 
fixed percent of the total based on 
the adjusted 1915 assessed value 
of O&C land.  There are no 
requirements for redistribution to 
local governments within the 
counties.  This county revenue is 
a general budget resource and 
not offset against the county’s 
property tax levy.  The distribution 
of BLM O&C payments by county 
is shown in table B5 of Appendix B. 

 

The Coos Bay Wagon Road (CBWR) is similar to the O&C situation.  These lands were granted 
by the federal government to the Coos Bay Wagon Road Company to help finance building a 
wagon road between Coos Bay and Roseburg.  Land reconveyed to the federal government is 
managed by BLM.  There are about 75,000 acres in Coos and Douglas counties. 

Coos Bay Wagon Road 

The CBWR lands were omitted from the 1937 Act which covers O&C lands.  Under a 1939 Act, 
the federal government makes in lieu tax payments to local taxing districts.  Unlike federal 
payments from Forest Service and O&C land, the amount of payment is equal to what property 
taxes would be on forestland value plus what privilege taxes would be on timber harvested.  Thus 
the payment to each district depends on its tax rate, the value of forestland in the district, and the 
value of timber harvested in the district.  A separate commission was established to determine 

Chart 13: BLM Payments
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the assessed value of forestland and the value of timber harvested.  CBWR lands were not 
covered by the 1993 Act but are included in the 2000 Act (see the U.S. Forest Service Lands 
above, for a discussion of these Acts) 

Chart 14 at right shows BLM 
payments to Coos and Douglas 
counties for Coos Bay Wagon Road 
Lands.  Payments through 1996-97 
are actual amounts.  The forecast 
assumes $600,000 per year through 
1999-00.  For 2000-01 through 2003-
04, the amounts are estimates of the 
payments under HR 2389. 

District revenue is a general budget 
resource and not offset against each 
district’s property tax levy. 

 

When Oregon became a state in 
1859, certain federal land was 
retained under Public Domain 
designation.  This is former 
homestead land that is now managed 
by BLM.  Receipts from this land include timber, land, and material sales.  The federal 
government specified in the Admissions Act (to the Union) that 5% of the net receipts from this 
land is to be distributed to the state.  Currently 20% is set aside for management expense, so the 
state receives 4% of total receipts.  These payments are not covered by the 2000 Act.  Oregon 
statutes dedicate this revenue to counties based on the square mile area of each county.  The 
law stipulates that the county is to use its receipts for public roads and bridges.  County receipts 
from public domain forestland average about half a million dollars a year. 

Public Domain Land 

Chart 14: BLM Payments
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Forest Products Harvest Taxes 
Forest Products Harvest Taxes are imposed per 1,000 board feet of timber harvested from all 
lands in Oregon including public and private forestland and land otherwise classified (except 
harvests of short-rotation hardwoods).  They include a number of tax rates levied to fund 
separate state agency programs and the Oregon Forest Resources Institute.  The rates effective 
for calendar 2001 harvests include: 

 $0.67 to fund forest research at Oregon State University, 
 $0.00 to support the Oregon Forest Land Protection Fund (OFLPF), 
 $1.08 for various Department of Forestry programs (primarily the Forest Practices Act), 
 $0.79 to fund the Oregon Forest Research Institute (subject to Board action), and 
 $0.15 to fund Department of Forestry assistance to nonindustrial private landowners. 

The rate shown for OFLPF in 2001 is zero because the Emergency Fire Cost Committee 
determined that the Fund balance in February 2000 exceeded the required $15 million minimum 
balance.  The statutory rate is $0.50, which may be exceeded to maintain the minimum balance 
or waived for the following calendar year when the Fund balance exceeds the minimum. 

Forest Products Harvest Taxes do not go to local governments but are included in this report to 
help complete the picture of revenue from timber. 

Chart 15 at right shows total 
Forest Products Harvest 
Taxes for 1990-91 through 
1999-00 and forecast 
revenues thereafter.  The 
forecast assumes a $0.50 
rate for OFLPF in calendar 
year 2002 and subsequent 
years. 

Tax rates have increased 
4.76 fold over this period.  
Revenue has increased 
much more slowly because of 
the decline in the volume of 
timber harvested, primarily 
timber harvested from U.S. 
Forest Service and BLM 
managed lands. 

The legislature adjusts these 
tax rates biannually to meet 
the needs of the programs 
funded.  Thus, annual variations reflect the changing nature of programs funded, the level of 
funding for these programs, and unexpected variations in harvest volume. 

 

Chart 15: Other Revenue
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