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CONSERVATION EASEMENT

If you own land with important natural or agricultural resources,
donating a voluntary conservation easement can be one of the
smartest ways to conserve the land you love, while maintaining
your private property rights and possibly realizing significant tax
benefits.

What is a conservation easement?

A conservation easement is an agreement entered into between a
landowner and a land trust that permanently limits uses of the
land to preserve its conservation or agricultural resource values.

What are the common characteristics of a
conservation easement?

e Conservation easements are unique and tailored to each
landowner’s long-term vision for their property; owners can
restrict the property’s development at different levels,
provided that the property’s conservation values, such as
scenic views, agriculture and wildlife habitats, are preserved.

e Conservation easements can allow for farming, oil and gas
leasing, timbering, wildlife management and the reservation
of building areas.

e The property remains in private ownership and can be sold,
leased, or transferred, but the conservation easement
protections remain with the land forever.

e The land trust takes on the legal obligation to ensure the
terms of the conservation easement in perpetuity; it does not
have the right to use, sell or transfer the development rights.
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Do you accept easement on any land?

Since conservation easements serve to protect natural
and agricultural resources, they are not necessarily a
good fit on all land. Generally, the Land Conservancy will
accept conservation easements that provide the
following values: 1) recreation or education by the
general public; 2) habitat protection; or 3) open space
protection that yields a significant public benefit, which
can include the preservation of farmland.

Who owns the land after | donate a

conservation easement?

You, the landowner, still own, control and possess your
land. You can, of course, sell your land at anytime
knowing the terms of the conservation easement will run
with land. A conservation easement does not require you
to provide public access to your property.

"I'm passionate about the preservation of land,
wildlife habitat, stream corridors, farms,” shared
David Mayo who recently granted a conservation

easement on his 91-acre property in Sheffield
Township, Ashtabula County. “But we have to do
more than just talk. We have to act now before
these beautiful places are gone.”

What right do | retain?

It is important to remember that each conservation
easement is individualized to meet the needs of the
landowner and conservation values of the land. Different
rights may be retained on different properties; it’s best
to speak with Land Conservancy staff about your
intentions for your property.

What are the potential tax benefits of

granting a conservation easement?
Conservation easements can provide income, estate,
and, sometimes, property tax reductions for the
landowners. Current IRS income tax regulations allow a

landowner to take a 50% federal income tax deduction “My wife and | have worked with the Land
(100% for qualified farmers) for the year they donate Conservancy to place conservation easements on
their conservation easement and an additional 15 years approximately 2,200 acres in western Huron

or until the value of the donation is fully deducted County, southwestern Erie County and eastern
Conservation easements can also be a powerful estate Sandusky County. We wanted to ensure this
planning tool for landowners as they seek the most farmland would remain in production and never be
effective way to pass their property to the next developed,” explains fifth-generation farmer,
generation. Conservation easements are written to be Robert Bumb.

compatible with Current Agricultural Use Value (CAUV)
and Ohio Forestry Tax Law (OFTL) programs.

How is the value of a conservation easement determined?

A qualified appraiser must prepare an appraisal showing the “before value” (the value of the land without a conservation
easement and having full development value) and the “after value” (the value after the property has been restricted by a
conservation easement). It is the difference between these two numbers that the IRS views as the charitable gift.

To discuss specific option for a conservation easement on a land, please call 440-528-4150
to speak with a staff member who can walk you through the easement process.
NOTE: Any information contained herein relating to tax treatment or other transactional details is strictly informational and is not written or intended to be relied upon by any

party as legal or tax advice. It is essential that landowners consult with their own legal and financial advisors to determine the impact on their individual situation. The grant of a
conservation easement can take many months, so it is important to begin the process early.



’N» Western Reserve Land Conservancy

4K land - people = community

STEPS TO DONATING A CONSERVATION EASEMENT

Western Reserve Land Conservancy Introductory Meeting

During this initial meeting you, the landowner, have the opportunity to share with the Land Conservancy your goals,
needs, and interests regarding your property, as well as express specific concerns and questions that apply to your
particular situation. In turn, Land Conservancy staff will explain the role of our organization, how conservation
easements work and address your specific concerns and questions.

Throughout the entire conservation easement process, the Land
Conservancy facilitates the transaction, but you retain your own
advisors, such as an attorney, accountant, appraiser, and surveyor.

Property Visit

In order to evaluate the conservation values of your property in
preparation for drafting a conservation easement, one or more Land
Conservancy staff members walk your land to become familiar with
its features and characteristics.

Property Title Review and Resolution of Mortgage

Issues

The Land Conservancy researches the details of your property’s title
in order to determine if there are title-related issues that need to be
addressed by the conservation easement, such as third-party
ownership of natural resources (gas, oil, and/or minerals), access
easements, mortgages, and other liens. If your land is subject to a
mortgage, the mortgage must be subordinated to the conservation
easement so that it cannot be eliminated should the mortgage be
foreclosed.

Conservation Easement Drafting and Discussion of Conservation Easement Terms

The Land Conservancy prepares the first draft of the conservation easement and then you and your lawyer review
it. This can require a significant amount of time depending on the complexity of the conservation easement. The
Land Conservancy is in frequent contact with the you and/or your representatives, in order to create a mutually
acceptable conservation easement document.

Baseline Documentation Report

A Baseline Documentation Report (BDR) is completed by the Land Conservancy once the terms of the conservation
easement are generally agreed upon. The purpose of the BDR is to establish the condition of the property at the
time the conservation easement is granted and to document its conservation values. Land Conservancy staff
complete the detailed report which includes maps, photographs, habitat descriptions and a list of all flora and fauna
located on your property. This document becomes an exhibit to the conservation easement and is required by the
tax law.
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Land Conservancy Board Approval

Once you decide to move forward with the conservation
easement and Land Conservancy staff conclude that the
property meets our conservation guidelines, the Land
Conservancy’s Board of Trustees must approve the project.

Execution of Final Conservation Easement

The final conservation easement must be signed by you and
the Land Conservancy; the easement must be notarized.
The landowner is given a fully executed copy at the time of
signing.

Recordation of the Conservation Easement
The signed conservation easement document, including the
BDR and legal description, is recorded at the County
Recorder’s office. The original is then returned to the Land
Conservancy.

Completion of an Appraisal

If you are planning on claiming a charitable gift income tax
deduction for the conservation easement donation and you
believe the gift is greater than $5,000, the tax laws require that you have an appraisal made to determine the
value of the conservation easement. A conservation easement donation may qualify as tax deductible if the
conservation easement constitutes a “Qualified Conservation Contribution.” A “Qualified Appraiser” (as
defined by the tax laws) must prepare the appraisal showing the “before value” (the value of the land without
a conservation easement ) and the “after value” (the value after the property has been restricted by a
conservation easement). It is the difference between these two numbers that the tax laws consider a
charitable gift. It is useful, however, to involve an appraiser early in the process if the extent of the tax
deduction is an important factor in the design of the conservation easement. The Land Conservancy can
provide you with a list of qualified conservation easement appraisers upon request.

Acknowledgement of Charitable Gift

Once the appraisal is completed and the value of the charitable gift has been determined, you or your tax
advisor complete Form 8283 indicating the value of the charitable gift. Once your Form 8283 is signed by the
appraiser, you must submit the completed Form 8283, including the supplemental statement, a copy of your
appraisal being relied upon for your deduction, and any other required attachments to the Land Conservancy
for review and signature.

Stewardship Visits

Federal tax law requires that a properly executed conservation easement remains enforceable forever. The
Land Conservancy is required by law to have the resources necessary to uphold the terms of the conservation
easement restrictions. We fund this obligation, in part, by including a transfer fee in the conservation
easement and by charitable gifts made by conservation easement donors. Land Conservancy staff and/or
trained volunteers visit the property at least once each year to monitor the conservation easement to ensure
that the terms of the easement are being upheld.

To discuss specific options for a conservation easement on your land, please call 440-528 4150 to speak
with a staff member who can walk you through the easement process.

NOTE: Any information contained herein relating to tax treatment or other transactional details is strictly informational and is not written or intended
to be relied upon by any party as legal or tax advice. It is essential that landowners consult with their own legal and financial advisors to determine the
impact on their individual situation. The grant of a conservation easement can take many months, so it is important to begin the process early.
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POTENTIAL TAX BENEFITS OF
GRANTING A CONSERVATION EASEMENT

If your land possesses important natural or agricultural resources and you decide to permanently protect those
resources by granting a voluntary conservation easement on that land to the Land Conservancy or other qualified
organization, you may be able to realize significant tax savings.

Yes, it’s true! You can permanently protect the property you love for future generations, maintain ownership and
control of the property AND take advantage of federal income and other tax benefits.

How it works: A conservation easement protects natural and agricultural resources by permanently limiting
development and restricting other uses of the property that could otherwise have a detrimental impact on said
resources. These limitations and restrictions effectively reduce the property’s fair market value. It is this reduction in
value and the long recognized public benefit created through conservation that gives rise to the recognition of a
charitable donation and multiple potential tax benefits. As with any tax or legal matter, all landowners who have
donated, or are considering the donation of a conservation easement, should consult their own qualified legal and tax
advisors regarding their specific circumstances.

Federal Income Tax Deduction

Benefits
If the conservation easement donation Landowner’s AGI: $50,000

Income Tax Deduction Benefits Example

meets the minimum requirements of the et e [=rd el T e D

Internal .Revenue Service Code (IRC) as " yajye of Conservation Easement (Charitable gift): $300,000
outlined in IRC 170(h), the Internal Revenue

Serwcg (IRS) recognizes that "’T charitable Annual deduction allowed (for up to 16 years): $25,000 (50% of AGI)
donation has been made and will allow the  'ye,rq 1o absorb gift deduction: $300,000 + $25,000 = 12 years

Iandoyvner to deduct th.e amount of that  14¢a) Tax Savings Realized over 12 years: $300,000 x 0.25 (tax brack-
donation, thereby reducing his/her federal et) = $75,000

income tax liability.

Qualified Farmer/Rancher

Since a qualified farmer or rancher can deduct 100% of AGI, he
would be able to use up the entire deduction in half the time (6
years).

The value of a conservation easement is
determined by a qualified appraisal. The
appraiser must prepare an appraisal
showing the “before value” (the value of the
land without a conservation easement and
having full development value) and the
“after value” (the value after the property has been restricted by a conservation easement). It is the difference
between these two numbers that the IRS views as the charitable gift.

Specifically, a donor of a qualified conservation easement may deduct up to 50% of his or her federal adjusted gross
income (AGI) in the year they donate the conservation easement. If the value of the donation is not used up in the first
year, the unused portion may be carried forward for up to 15 additional years, again subject to the 50% limit.
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If the donor is a qualifying farmer or
rancher, they may deduct up to 100% of Estate Planning Benefits Example
their AGI from federal income tax in the

year of the donation and carry forward
any excess donation value for up to 15 Estate Tax Due Without Conservation Easement Donation:

years, subject to the 100% limit. For the  Landowner’s Estate Value: 58,750,000
conservation easement to qualify for this Federal Estate Tax Exclusion Amount (2016): 55,450,000

special treatment, it must contain a T ai0s Btieites 52, 200/000
P L. L . Federal Estate Tax Rate: Approximately 40%
restriction requiring that the land remain

. . Tax Due: $1,320,000
“available for agriculture.”

Estate Tax Due After Conservation Easement Donation:
Estate Planning Benefits Landowner’s Estate Value before Conservation Easement Donation:

Conservation easements can be a 58,750,000 : : :
powerful estate planning tool if used Value of Conservation Easement (Charitable Gift): $3,000,000

properly. Conservation easements can Landowner’s Estate Value after Conservation Easement Donation: $5,750,000
) Federal Estate Tax Exclusion Amount (2016): $5,450,000

reduce the amount of the donor’s taxable Taxable Estate: $300,000

federal estate at death because the value  aqyitional 40% Exclusion: $5,750,000 x 0.40 = $2,300,000 (up to $500,000)

of the conservation easement (as Taxable Estate after Exclusion: SO

determined by appraisal) reduces the Tax Due: SO

value of the donor’s assets.

An individual who dies with assets in excess of $5,450,000 (2016) must pay federal estate tax on the value of the
excess assets at the approximate rate of 40%. While this estate tax threshold is quite high, its not entirely uncommon
for a farmer, whose estate may consist of land worth millions of dollars, to die without sufficient cash to pay the
federal estate taxes. In that instance, sometimes the farm must be sold (often at a discount because of the immediate
need for cash) to pay the taxes. The grant of a conservation easement on the farm can often reduce or completely
eliminate estate taxes.

In addition to reducing the overall value of an estate for determining whether or not an estate is subject to federal
estate taxes, according to Section 2031 (c) of the IRC, the donation of a conservation easement may provide an
additional benefit. According to this provision, properties that are placed under conservation easement may be
entitled to an additional exclusion equal to 40% of the land value, up to a maximum of $500,000, from a taxable
estate if the conservation easement satisfies certain criteria.

Property Tax Benefits

In some cases, conservation easements can lower a landowner’s property taxes because the appraised value of the
land is reduced after the conservation easement is put in place. Property tax relief for conservation easements is at
the sole discretion of each county’s auditor and is often decided on a case-by-case basis. It is up to the landowner to
work with the county auditor to request a reduction in property taxes.

CAUV and OFTL Programs

Conservation easements are compatible with both Current Agricultural Use Value (CAUV) and Ohio Forestry Tax Law
(OFTL) programs so long as the conservation easement is written to allow for farming and/or sustainable timbering.
Conservation easements that prohibit farming or timbering will likely prohibit a landowner from taking advantage of
these programs.

To discuss specific option for conservation easement on your land, please call 440-528-4150 to
speak with a staff member who can walk you through the process.

NOTE: The examples contained herein are strictly for illustrative purposes and do not reflect actual landowner details. Any information contained herein relating to
tax treatment or other transactional details is strictly informational and is not written or intended to be relied upon, and cannot be relied upon, by any party as
legal or tax advice. It is essential that landowners consult with their own legal and financial advisors to determine the impact on their individual situation. The grant
of a conservation easement can take many months, so it is important to begin the process early. Please call us if you would like to learn more.
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