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Charitable Giving:  Conservation Easements 
 
What is a conservation easement? A permanent restriction on property 
A conservation easement is a restriction you make on the use of certain land. This restriction is permanent. 
You or a member of your family grants this easement to a qualified organization that has been selected as the 
holder or enforcer of the easement. The purpose of a conservation easement is to protect land that has 
significant conservation value. It is an interest in real property established by agreement between a landowner 
and land trust or unit of government. The “deed of conservation easement” describes the conservation 
purpose, the restrictions, and the permissible uses of the property. The deed must be recorded in the public 
record and must contain legally binding restrictions enforceable by the donee organization. The conservation 
easement "runs with the land", meaning it is applicable to both present and future owners of the land.  

The conservation easement's purposes will vary depending on the character of the particular 
property, the goals of the land trust or government unit, and the needs of the landowners. For 
example, an easement's purposes (often called "conservation objectives") might include any one 
or more of the following: 

• Maintain and improve water quality. 

• Perpetuate and foster the growth of healthy forest. 

• Maintain and improve wildlife habitat and migration corridors. 

• Protect scenic vistas visible from roads and other public areas; or 

• Ensure that lands are managed so that they are always available for sustainable agriculture and forestry. 

If you are concerned about protecting the environment or keeping land in its natural state, this charitable 
planning tool can be a great way to accomplish this and possibly save federal income tax, too. 

What are the requirements of a qualified conservation easement? 
To make the election, the easement must be a qualified conservation easement. A qualified conservation 
easement is a qualified conservation contribution as defined by Internal Revenue Code (IRC) Section 170(h)(1). 
That is, it is a grant of a qualified real property interest to a qualified organization exclusively for a qualified 
purpose. 
 
Qualified real property interest 
A qualified real property interest means any of the following interests in real property: 

• The entire interest (other than a qualified mineral interest*) 

• A remainder interest, or 

• A restriction (granted in perpetuity) on the use that may be made of the real property 

*A qualified mineral interest means subsurface oil, gas, or other minerals and the right to access such minerals. 

Qualified organization 
To qualify for the exclusion, easements must be granted to either a federal, state, or local government agency 
or a private charitable organization as defined by IRC Section 501(c) (3) that has the capacity to enforce the 
terms of the easement. Such an organization need not be an environmental organization. For example, a local 
educational institution could qualify if it is dedicated to the conservation of the features identified in the 
easement. 
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Qualified purpose 
Conservation purposes are defined by IRC Section 170(h)(4)(A). In general, a conservation purpose must be 
protected in perpetuity (forever), and it must include the following: 

• The preservation of land areas for outdoor recreation by, or for the education of, the public* 

• The protection of a relatively natural habitat of fish, wildlife, plants, or similar ecosystem, and 

• The preservation of open space (including farmland and forest land) where such preservation is for the 
scenic enjoyment of the public, or pursuant to a clear governmental policy, and will yield a significant 
public benefit 

Note: The preservation of a historically important land area or a certified historic structure does not qualify 
as a conservation purpose for qualified conservation easement purposes. 
 
*De minimis commercial recreational activity (e.g., granting hunting and fishing licenses) will not cause the 
property to fail to qualify for the exclusion. 

 
What are the advantages? 

• A federal income tax deduction. Landowners who establish a conservation easement and donate to 
a land protection organization may be eligible for a federal income tax deduction equal to the value of 
their donation. (To uncover the value of the easement donation, you should inquire about the services 
of a qualified property appraiser) Essentially, the donation equals the difference between the fair 
market value of the property, before and after the easement takes effect. Conservation easement 
donors are able to deduct the value of their gift at the rate of 50% of their adjusted gross income (AGI) 
per year. Taxpayers, return preparers, appraisers, and others involved with an improper or overvalued 
conservation easement may be subject to various penalties. 

• Easements can be tailored to meet the desires of the individual property owner. 
One of the most significant advantages of conservation easements is its flexibility. Since this is a 
voluntary agreement, landowners can decide precisely how the land will be used now and in the 
future. The land trust - the organization overseeing the conservation easement once it's either donated 
or sold - usually inspects the property no more than once a year. The property owner retains the right 
to use the land for crop production, recreation or even specific construction projects as outlined in the 
easement. 

• Protects the environment 
A conservation easement allows you to save property for future generations to enjoy. The holder of the 
easement will protect the property from being spoiled or used up. 
 

• The public does not have access to property protected by an easement unless granted by the 
original document. 

• Testamentary Transfer - May save estate taxes 
An irrevocable post-mortem election can used to minimize potential federal estate taxes. If the 
easement qualifies and a proper election is made, the value of your estate may be reduced by a 
portion of the value of the property on which the easement has been granted. The exclusion amount is 
calculated on the value of the property after the easement has been placed on the property. 

• Testamentary Transfer - Can be taken in addition to special use valuation 
Electing a discount for a qualified conservation easement does not preclude your estate from electing 
the special use valuation method. 
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What are the disadvantages? 

• The easement must be permanent 
The restriction on the use of the property must be granted in perpetuity. Generally, this will decrease 
the fair market value (FMV)of the property and make it more difficult to sell. 

• The election is irrevocable 
Once made, the election cannot be reversed. So, if some time in the future it is discovered that the 
election does not make economic sense, it is too late. 

• Setting up an easement can be complicated, and you may incur some costs. Hiring an 
experienced attorney and planning with a tax accountant is highly recommended. 

• The future value of the property will likely be diminished because of the restrictions of the 
easement. 

• Testamentary Transfer - Transferee receives a carryover basis 
The transferee of land subject to a conservation easement that is acquired at death receives a 
carryover basis (as opposed to the stepped-up basis usually received at death) to the extent that the 
value of the land is excluded from your taxable estate. This can be a distinct disadvantage if the 
election creates more income tax than it saves in estate tax. 

Example(s): Delores's estate qualifies for a discount of $80,000. Her estate saves $36,000 in estate tax 
at a 45 percent rate in 2008. Delores purchased the property for $100,000. Delores leaves the property 
to her son, Neal, who later sells it for $400,000. Neal has a capital gain of $300,000, which is taxed at 
15 percent. Neal pays income tax of $45,000 (assuming no other variables). 

• Testamentary Transfer - No income tax charitable deduction is allowed 
If the estate discount is elected, no income tax charitable deduction may be taken by either your 
estate or your beneficiaries with respect to the property if the election is made post-mortem. However, 
if you conveyed the easement during your life and took a charitable income tax deduction, this does 
not preclude the use of the estate tax exclusion. 

 
Other Considerations: 

• Donors should pay attention to the fine print. Agreements should cover as many variables as possible. 
Otherwise, conservation land use can change over time, possibly restricting your ability to use ATVs, 
snowmobiles, or other recreational vehicles. You may also be limited in your ability to install  
technologies like wind turbines. 

• Conservation easement may potentially reduce the buyer pool for a future sale. Sometimes selling land 
that has a third-party involved, such as a land trust, can reduce the remaining land’s marketability. You 
should do your homework beforehand to guarantee that, when you want to sell, there will be interested 
land buyers who share your views on the protected land. 

 
 
 

Disclosure: This material is for informational purposes only and is not intended to serve as a substitute for personalized investment advice or as a 
recommendation or solicitation of any particular security, strategy, or investment product. Diversification cannot assure profit or guarantee against 
loss. There is no guarantee that any investment will achieve its objectives, generate positive returns, or avoid losses. Sequoia Financial Advisors, 
LLC makes no representations or warranties with respect to the accuracy, reliability, or utility of information obtained from third-parties. Certain 
assumptions may have been made by these sources in compiling such information, and changes to assumptions may have material impact on the 
information presented in these materials. Sequoia Financial Advisors, LLC does not provide tax or legal advice. 


