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DESCRIFTION

A conservatlon easement Is a deed restriction
landowners volunlarily place on thelr property
to protect resources such as productive agricul-
tural land, ground and surface waler, wildlife
habitat, historlc slites or scenle views. They are
used by landowners {“grantors”) to authorize
a quallfled conservation organlzation or public
agency ("grantee”) to monitor and enforee the
restrictions set forth (n the agreement.
Conservatlon easements are flexible documents
tallored to each property and the needs of
individual landowners, They may cover an
entice parcel or portions of a property. The
landowner usually works with the prospective
grantee to decide which actvities should be
ltmited to protect speciflc resources.
Agricultural conservation easements are
designed to keep land avatlable for farming.

RESTRICTIONS

In general, agricultural conservation easements
limit subdlvision, non-farm development and
other uses that are Inconsistent with commer-
cial agriculture. Some easements allow lots to
be reserved for famlly members. Typically.
these lots must be small—one to two acres is
common—and located on the least productive
solls. Agricultural conservatlon easements
often permit commerclal development related
to the farm operation and the construction of
farm buildings. Most do not restrict farming
practices, although some grantees ask
landowners to implement sotl and water con-
servation plans. Landowners who recelve fed-
eral funds for farm easements must implement
conservation plans developed by the USDA
Natural Resources Conservation Service.

TERM OF THE RESTRICTIONS

Most agricultural conservation casements are
permanent. Term easements impose restric-
tons for a speclfled number of years.
Regardless of the duratlon of the easement, the
agreement is legally bindlng on future
landowners for the agreed-upon time perlod.
An agricultural conservation easement can be
maodlfied or terninated by a court of law If the
land or the neighborhood changes and the
conservation objectives of the easement
become Impossible to achleve. Easements may

also be terminaled by eminent domain pro-
cecdings.

RETAINED RIGHTS

After grantlng an agricullural conservation
easement, landowners retaln ttle to their prop-
erty and can sull restrict publlc access, farm,
use the land as collateral for a laan or sell
thelr property, Land subject to an easement
remains on the local tax rolls. Landowners
continue to be sliglble for state and federal
farm programs.

VALUATION

Landowners can sell or donate an agrcultural
conservatlon easement to a qualified conserva-
ton organlzation or government body, In
either case, It is Important 1o determline the
value of the casement 1o establish a price or 1o
calculate tax beneflts that may be avallable
under federal and state law. The value of an
agricujtural conservation easement Is generally
the fair market vaiue of the property minus its
restricted value, as determined by a qualified
appraiser. In generzl, more restrictlve agree-
ments and I(ntense development pressure result
In higher casement values.

TAX BENEFITS

Grantors can receive several tax advantages.
Donated agricultural conservation easements
that meet Internal Revenue Code sectlon 170
{h} criterla are treated as charitable gifis. Term
easements do not quallfy. Donors can deduct
an amount equal to up to 30 percent of thelr
adjusted gross Income [n the year of the gift,
Corporatlons are limited to a 1Q-percent
deduction. Easement donatlons {n excess of the
annual llmit can be appiied toward federal
income taxes for the next Nive years, subject to
the same stipulations. Most state Income Lax
laws provide similar benellts.

Some state tax codes direct local tax assessors
to consider the restriclions lmposed by a con-
servation easement. This provision generally
lowers property taxes on restricted parcels If
the land {s not already enrolled En a differentlal
assessment program. Differentlal assessment
programs dlrect local tax assessors to assess
land &t Its value for agriculture or forestry,
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For additional information on
agricultural consenvation ease-
ments and farmlend protection,
the Farmland Information
Center offers publications, an
on-line library and technical
assistance. To arder AFT pubili-
cations, call (800) 370-4879.
The farmland information
Iibrary Is a scarchoble database
of Werature, abstracts, sintutes,
maps, legistative ypdates and
other usefu! resowces. It can be
reached ot http/www.farm-
lardinfo.org. For additional
assistance on speciilc toplcs,
call the technical assistance ser-
vice at (413} 586-4593.
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rather then Its "highest and best™ use, which Is
generally for residential, commercial or indus-
trial development.

The donatlon or sale of an agricultural conser-
vatlon easement usually reduces the value of
land for cstate tax purposes. To the extent that
the restricted value Is lower than fair market
value, the estate will be subject to a lower tax,
In some cases, an easement can reduce the
value of an estate below the level that Is tax-
able, effectlvely eltrdnating any estate tax Jia-
bility. However, as exemptlon levels Increase,
there may be less Incentlve from an estate tax

perspectlve.

Recent changes to federal estate tax law, enact-
ed as part of the Economic Growth and Tax
Relief Recanclllatlon Act of 2001, expanded an
estate tax Incentlve for landowners to grant
conservation casements. The new law removes
geographie limitations for donated conserva-
tion easements ellgible for estate tax beneflts
under Sectlon 2031(c) of the tax code.
Executors can elect to exclude 40 percent of
the value of land subject to a donated qualifled
conservation easement from the taxable estate,
This excluslon will be $500,000 In 2002 and
therealier. The full benefit offered by the new
law Is avallable for easements that reduce the
fair market value of a property by at least 30
percent. Smaller deductlons are avaliable for
easements that reduce property value by less
than 30 percent.

HISTORY

Every state has a law pertaining to conserva-
tion easements. The National Conference of
Commissloners on Unlform State Laws adopt-
ed the Untform Conservation Easement Act In
1981. The Act served as a model for state legls-
latlon allowing qualified public agencies and
private conservation organizations to accept,
acqulre and hold jess-than-fee simple Interests
in land for the purposes of conservation and
preservation. Since the Uniform Conservation
Easement Act was approved, 21 states have
adopted conservotion easement enabling laws
based on this model and 23 states have drafted
and enacted their own enabling laws.
Accepting donated conservation easements is
one of the major activitles of land trusts, Land
trusts exist In all 50 states. They monitor and

enforce the terms of easements. Some also pur-
chase conservatlon easements.

BENEFITS

- Conservatlon easements ];ermanentIy prolect
{important farmiand while keeping the Iand
in private ownership and on local tax rolls.

. Conservation easements are flexible, and can
be tallored to mect the needs of Individual
farmers and ranchess and unique propertles.

- Conservatlon easements can provide farmers
wlth several tax beneflts Including Income,
estate and property tax reductions.

- By reduclng nonfarn development land val-
ues, conservatlon casements help farmers and
ranchers transfer their aperations to the next
generation.

DRAWBACKS

- While conservation easements can prevent

development of agricultura] Jand, they do not
ensure that the land wiil contlnue to be
farmed.

« Agricultural conservatlon easements must be
carefully drafted to ensure that the terms
allow farmers and ranchers to adapt and
expand thelr operatlons and farming prac-
tices to adjust Lo changlng economic condt-
tions.

+ Donating an easement is not always a finan-
clally vizble option for landowners.

- Monitoring and enforcing conservation ease-
ments requires a serlous commitment on the
part of the easement holder.

- Subsequent landowners are not always Inter-
ested in upholding easement terms.

« Conservation easements do not offer protec-
tlon from eminent domaln. If land under
easement is taken through eminent domaln,
both the landowner and the easement holder
must be compensated.

.?.rmn:mn!-‘mmd Trust works [o stop the fass of productive farmisnd and [o promote farming praciices that faad o & healtry
rornmend.



