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SN et BT F DI‘ESt landﬂwners always face a_vaﬁety nf alternatwe;s regardmg manage~- R T S
T ,, ment of then:' lands ‘Fach landﬂwner tends to be umgue in the way he or she --; |

3 L chnnses {6 manage. SEH’HE manage: mtenswely for maxlmum pmductmn of the ot
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P ,.ﬁ:manage abdll s ol ot m roT e TR TR Tl e e 8, e Y
; ¥, Anﬂther nptmn s avaﬂable fﬂl‘ some Iandowne;rs in certam lmcatmns. o
& ;:_:'_"Sﬂme tamber cmmpames and mstltutrcmal mvestﬂrs have in the past foered tc- ; : N
_' « JE flease tlmberland fmm landﬂwners. Typlf:ally ‘these leases vary from: cnmpany to” |
. o g fﬂmpany and wﬂ:h each 1ndw1dual srtuatmn in tEI‘ﬂ]S c}f length of cﬂntract pl‘lEE _' “ -
x 5 pald per acre and ﬂther cnntractual ]Z}I'UVISIGHS. CH Tmgme ow o= O U S we g W gy
o el _-_~}' e The questlnn mvanably anses ' "‘Is leasmg my forestland a/gnmd ldea‘?" The’
L answer to that questmn depends Dl’] a varlety Df fac:,tﬂrs l‘*lr:: ﬂné answer is c:or— {
_rrect fnr everyﬂne FDI‘ smma pemple the: -::c:nstramts piaced upoin them and: thmr sE B Cw R
land in a lease arrangement make it an untenable situation, For ﬂthers hﬂweve;r, Tl A
P k. the lease 15 a vlable alternatlve; ancl shﬂuld be ::Emsmered AS demand fﬂ]:' WG(}CI o |
_. j ._._-{:_E g pmducts mcre;ases heamer pressures wﬂl be place,d on the. fﬂl‘ESt mdustry to ' | : 3
e R i_ pmcure wood frc:-m pnvate landﬂwners Thus 1t 1S llkely that leases wﬂl becﬂme ) | 5
) mnre pmmme,nt SN N S ::"' AL N S
:N — : ThlS publu:atmn E:xamme:s same hypﬂthetmal Sltuatmns in which cnmpan~ 5
Be gs X & .scms are’ made betwee:n leasmg and Eeifrmanagement The purpﬂse of thlS s . .
i N exammatmn is nc}t to prescnbe any action fDI' the landowner- rathe:r, 1t 15 tc:: - 5
Sy ¢ s assist the;- landﬂwner whn is trymg to demde whether or not to le;ase his Gr her g .
Ry s :_land These hypc-thetlcal scenarms cc}mbmed w1th some general pmnts Df

B cmnmderatmn, Shﬂlﬂd help gu:de ]andﬂwners m then‘ dE‘:ClSIDI’lS.
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o l Three dlfferent SIte mdex scenarios. were used (b e ag e Ind

x 45, site 1ndex - 60 and site index = 80 wodi, e ow ogge SR 0F RS K |

L e oz’_.- Stumpage prices were: pine pulpwood = $2 .
- $80 per cord, plﬁe Sawtlmber = $400 per thousand board feet. Since the =~ -~
R analy51s aSsumed selfwmanagement of pine p plantatmns} hardwoo_ds were” | {
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- 7. increases are assumed to be over _ancl _above inflation. e T ) .
RPN D For the different scenarios, afinal harvest was made in elther year250r . .
b 'year 5\&0 of the rotations. © .~ ° 0 T o
I e Tax rates; Capital gains tax rate = 18% (for the timber harvest revenues), - .
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© '~ reason, since higher quality sites will generate more productive forestland. Also, notice "~ - . -
.~ -+ that the scenarios in‘which a hunting lease income was generated increased the values» .
. ys. those scenarios without a hunting lease income. Next we will look at some lease = v

/.. Forthelease analysis, several assumptions were made. Theyare: .~ .~
. .. e Taxrate = 28%. Typically, leases are taxed as ordinary income, since- AT ke o
e h s P ‘the lease revenue is received annually. -+ - - I | | | |
~~ . ‘e The lease is-paid on the first- day of the year, every year. ~ =~ .~ .~ .

: 7 ®_'The lease is for 25 years. . ~ - L .

ey, P B 'o_ Lease paymEHts analyzed were $40 per acre per year, $60 per acre per -~ -
o7 year, $80 per acre per year, $100 per acre per year and $120 per acre. o
I T peryear... - AL . b bl nl e e R s T e T

L ‘ Net present values for the lease alternatives are provided-in Table 3 - o



. e Canlafford to invest money up front in stand establishment and management costs for "

. '@ What are my tax rates (income; property and capital gains)? = - .~ 70

- . e~ What lease price am I being offered vs. the quality of my forestland? -~ = . =» .~ -

.- - e Do lhave other objectives beside maximizing financial returns? = -~ . .

e ! ;

- . Ifyoudo decide to ledse your forestland, be sure to consult with professionals before = CF

T | slgnmg t.he_-'-;;on'tra_c':t. '-HaV'e_.'fﬁn_iattorne'y _;fllook'over the 'f_::oihzti'a' t to mﬁaké sufe:___:yﬁm _éxplicitly '5-'_
- . understand all provisions, especially penalties that apply if you break the lease early orif =~ ._
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;- the other party breaks the lease early. If there are provisions you are uncomfortable with, do ' -
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E 7 T  not sign the-f.x_;-:igjréem"ent'until_-yﬁu!have negotiated with the leasing company. If you are stil ~ + |

- uncomfortable, don't sign it. It is yourland, afterall. = =~ -~ ¢ 7
.~ Inallcases, the value of information cannot be overstated. Consult with as many people =~

- ._-asyou canregarding your alternatives. Make sure you know with whom you are dealing. -~ -

. -

! . ! _ . ; ) ) . ] 2 f v y H : o d R :

© Contact groups like the Better Business Bureau and the Louisiana Forestry Association to .

=

e B B heilp;you'-determi-ne”thequ"a;_l.it'y of the leasing-company. Contact state government organiza- . -

- = ] 5

A . . Y

. tons, like the Louisiana Department of Agriculture and Forestry and the LSU AgCenter, and -

. private organizations and individuals, like consulting foresters and industry foresters! They =

s, . fw, . can helpyou make-your decisign, . 7 (e ot w0 L L DD L i T e e
.. Donotreject either alternative out of hand. Both are viable alternatives. The best alter- .
. native foryou will depend on your individual situation. Good luck and enjoy your forestland! -

= o 5 : £ - : . . . -~ - B "
- - - . 3 = - 5 r X 5 ! - k - 3 - - o 3 5 o |
. - - H B 5 —_ . : o 1 a = . e - . e .
e - " * v . . . - - : . - 1 1 -
- - T i - - ..- " x Fl " - - & i .H'- . . ' - i . L] L .
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5 - © @ The '--_,,.40 per acre peir_ '_jear lease Was_ superior to self-management A At A FL
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I N . The $60 per acre per year lease was superior to self-management S N .
... . > scenarios 1, 1A, 2,2 A, 3, SA 4 a_nd 4A. . o TR N e T T A
T ° The $80 per acre per' year lease was superlor to all Self-management“ o B T SEE e
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g | This is only an 'e_xamplé'.' .Evéryonefé fm*éstl&riti situation is different. Therefore, = . ; . , :
° these numbers should act only as rough overall guidelines, not as the final answer for ~
o 7, ﬁyour mdmdual 31ti1_at1bn In all_'51t1,iat10ns:' it is always beSt tQ'c'onsult__mth professmnal »
_. fOI’EStEl‘S_' a_ssok;la’_ted ‘wl_th 'consultmg ﬁrmS, mdu'stry the. LSU" _AgCenter'_or the LOHlSlal'lEL St P
Department of Aé Culture andForestr)j Palr ™ ik | ,,f - -
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