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popular misconception is that
Aonly the very wealthy hope to

pass family land on to the
next generation. Many families of
modest wealth are unaware that a tract
of farmland, vacation home, lake
property or even the old family home
may be lost to the next generation
without the sophisticated planning
that includes a conservation easement.

CONSERVATION EASEMENT
DEFINED

A conservation easement is simply
an agreement between the landowner
and a land trust that permanently pro-
tects the land from development,
while leaving it in private ownership.
Depending on the easement’s provi-
sions, the landowner can continue to
live on and work the land, and even
sell it or pass it on to their heirs after
death. The restrictions on the land re-
duce its overall value, thus reducing
the value of the estate and therefore,
the estate tax that may be due.

The owner who makes such a do-
nation receives the immediate benefit
of a charitable donation, applied
against income tax. Under current In-
ternal Revenue Code rules, most gifts
of land allow a taxpayer to deduct up
to 30% of adjusted gross income in
the year of the donation. If the value
of the gift is more than the deduction,
the balance can be carried forward for
up to five years.

THE NEED

Dramatic development in many
parts of the country has sent proper-
ty values soaring during the past two
decades. It’s a common, but sad
story—the family is forced sell land
that has been in the family for gener-
ations, all to pay estate taxes. This
story has been repeated again and
again on working ranches, small to
large farms, and even modest resi-
dences.

The tremendous increase in land
under conservation trust in the past
decade indicates this technique is
gaining popularity as families learn of
the associated estate tax benefits.
Even for families who have acquired
land in the last twenty years, appreci-
ation in some areas of the country has
been so extreme that a $20,000 prop-
erty may now be worth more than
$300,000.

How 1T WORKS

As an example, consider a home
and five acres purchased in 1975 for
$100,000, now worth $1,000,000.
When these highly appreciated prop-
erties inflate the estate’s total value, a
desire to keep the property in the
family after the owner’s death may be
seriously jeopardized. Under current
tax law, the rest of the owner’s estate
will be subject to tax because the
property absorbs the entire exemp-
tion amount of $1,000,000. If land-

William A. Conway, JD

use restrictions under a conservation
easement reduce the value of the
property by $400,000, this could get
the total estate value under the ex-
emption amount and provide an im-
mediate income tax benefit for the
owner. If the contribution of the ease-
ment transfers as a bequest at death,
the property could also qualify for as
much as $500,000 in additional es-
tate tax exclusion.

Quialified conservation easements
were once the tools of only the very
wealthiest families, and the tax bene-
fit of such donations applied only to
income tax. The Taxpayer Relief Act
of 1997 added another inducement,
an estate tax exclusion of up to 40% of
the land’s value (excluding improve-
ments) that is subject to the ease-
ment.

ADDITIONAL CONSIDERATIONS

Conservation easements can be
flexible depending on the land use.
An easement on farm property might
allow additional structures to be built
that relate to farming, while land
hosting a wildlife habitat might pro-
hibit any development whatsoever.
Obviously, an easement can apply to
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only a portion of the property and
public access is not required.

When you donate a conservation
easement to a land trust, you do in-
deed give up some rights associated
with the land, but the benefits to your
family can be substantial. Clearly,
many families are choosing this tech-
niqgue—more than six million acres
were under trust by 2000, and over
1,200 non-government nonprofits
worked with landowners to conserve
their lands.

Establishing a conservation
easement may be a viable option for
you and your family. For more infor-
mation on this valuable, tax-advan-
taged tool, please contact a tax
attorney for professional advice or
Kendra Miller, the Pinchot Institute’s
external affairs director, at 202-797-
6580 or kmiller@pinchot.org for a re-
ferral or to obtain details on the
Institute’s policies.

William A. Conway, JD is a tax
attorney, investment banker, and legal
educator specializing in estate, tax,
and charitable gift law. His unique set
of skills enables him to serve his clients
with both financial and legal counsel
as a registered investment advisor and
tax attorney, and a member of the bars
of the Commonwealth of Virginia, the
District of Columbia, and the State of
Maryland.

His practice is dedicated to build-
ing wealth enhancement strategies for
his client families” estates and business-
es by using far-reaching, advanced
planning to preserve wealth for future
generations. Each week, his Family For-
tunes planning tips is broadcast on
WMAL 630-AM, a Washington, DC
news/talk radio station.

BECOME AN INNOVATOR FOR
FOREST STEWARDSHIP

Concerned about the changing global climate? Not sure if the natural
resources we enjoy today will be here tomorrow for future genera-
tions? Dissatisfied with the quality of your water?

Not sure if you can make a difference? Well, you can. Make today your
first day as an innovator for forest stewardship by becoming a Pinchot
Associate.

As a Pinchot Associate, you will join others across the nation who
invest resources the Pinchot Institute needs to quickly, yet thought-
fully, respond to natural resource issues before they become policies
that ruin our environment, diminish our livelihood or destroy our
quality of life. The flexibility your unrestricted gift provides enables us
to collaborate nationwide with all of America’s people—from rural
landowners to federal policymakers—to sustain natural resources and
build economic capacity through educational programs, research on
forest-management policies, and technical assistance for on-the-ground
projects.

As a natural resource steward, becoming a Pinchot Associate will
enable you to feel good about protecting our environment while help-
ing others. For your gift of $100 or more, we will:

= Keep you informed of timely natural resource issues through The
Pinchot Letter;

< Send you advanced notification of our workshops, seminars, confer-
ences, and newly released publications;

= Give you special recognition in our year-end newsletter and annual
report;

= Send you invitations to special events we host in your community,
Washington, DC, and at Grey Towers so you can see for yourself
how you are helping to advance forest conservation.

Your gift can be made to the Pinchot Institute through the Combined
Federal Campaign or by returning the enclosed envelope. For informa-
tion on additional tax-advantaged ways to become an innovative con-
servationist and follow in Gifford Pinchot’s shoes, please contact
External Affairs Director Kendra Miller at (202) 797-6580 or
kmiller@pinchot.org.
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