Why protect land?

There are many reasons why
people choose to permanently protect
their property.

Some people have worked with
and enjoyed their land, and want to
leave a legacy of farmland, open
space or natural areas for their chil-
dren and their community. Some
people want to be sure that future
owners don't undo what they have
worked so hard to establish. Some
people are attracted by the potential
for federal income tax, estate tax and
property tax benefits.

Whatever the reasons, it is essen-
tial to plan now to protect land for-
ever.

How can land be protected?

There are two basic tools that ar
used to protect land: a permaner
deed restriction called €onserva-
tion Agreement (this is the most
common method)and atransfer of
fee title.

Both tools result in the perma-
nent protection of land, can produc
tax benefits for the landowner, ang

can be done now or in a person’p

will. Each tool is explained in more
detail within this document.

The Land Trust also coordinate
with other organizations and pro:
grams representing a wide variety g
tools and options. We can help yo
find the right solution for your
land.

About Conservation Agreements

What is a Conservation

Agreement?

A Conservation Agreement, or
Conservation Easement, is a legal
agreement reached voluntarily be-
tween a property-owner and a land
trust that:

- Protects water quality, wildlife
habitat, scenic vistas, agricultural
productivity, and/or other conser-
vation values.

- Permanently restricts the use of
property by current and future
landowners.

- Keeps property in private hands.

Donating some or all of the de-
velopment rights to a qualified, tax-
exempt organization like the Washte-
naw Land Trust, and meeting other
specific conditions, allows a land-
owner to be eligible for certain tax

benefits.
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The Agreement must be recorde
with the county register of deeds t
be effective. The Land Trust be

comes responsible for ensuring that

the restrictions are upheld for th
length of the agreement, usually i
perpetuity. If violations occur, the
Land Trust will work to have them
corrected.

The Land Trust occasionally]

considers the purchase of a Consgr-
vation Agreement and offers freg&

no-obligation assistance with loc
state and federal programs that pu
chase conservation agreements.

How does an Agreement

affect property rights?
Owners of properties protecte(

—

by a Conservation Agreement mu#

(continued on next page)

| really feel like I've done
something that will last.

— Joan Rose
Joan Rose and her sister Carole
protected the farmland that had
been in their family for over 170
years by working with the Wash-
tenaw Land Trust.

Thank you for walking &
talking Dad (and me)
through this — It is such a
good feeling to know the
land is preserved.

— Local property owner
These property owners chose to
work with the Washtenaw Land
Trust to protect their land, a farm
and woodlot with frontage on a
protected tributary of the Huron
River.

| would encourage other
landowners who are con-
sidering protecting their
land to think seriously
about it.

If you value open spaces
and open land, you must
protect it now, not wait.

— Fran Laird
Fran Laird and her family donated
the land now known as the
Beckwith Conservancy to the
Washtenaw Land Trust for a na-
ture preserve.

The Washtenaw Land Trust: Protecting natural areas and open spaces, here where you live.



Donating A Conservation Agreement:

A True Story

Mr. and Mrs. Reno and Nancy
Feldkamp had been thinking aboult
protecting their land for years,
“But we just didn't get it done,”
laughed Nancy.

“Then we thought - we’re get-
ting older, and we better get it
done!”

The Feldkamps donated a
conservation agreement to the
Washtenaw Land Trust on a sce-
nic 40-acre lot on their family
farm property.

To those considering protect-
ing their land, Mr. Feldkamp says,
“Do it. Call these good people and
talk with them. Find out what you
want and go from there.”

Conservation Agreements , continued

abide by the agreement reached be-
tween the owner who signed it and
the land trust. All rights to the prop-
erty not specifically relinquished in
the Agreement are retained and may
be exercised. The landowner owns
the land, can live on it and can use it
in any way consistent with the
Agreement and can sell, give or pass
on the property to anyone. The land-
owner is obligated to pay taxes on
the property and ensure that the
terms of the Agreement are not vio-
lated.

Can the property be
developed?

Some Agreements permit a lim-
ited amount of development. If de-
velopment is allowed, it usually ap-
plies only to a portion of the prop-
erty. Agreements are flexible docu-
ments that can accommodate sensi-
tive development as long as the prop-
erty’s conservation values are not
negatively affected. The Agreement
can be applied to the entire property
or to only a portion of it, such as the
land along the bank of a stream.
Each Agreement is designed specifi-
cally to address a property’s unique
characteristics and the interests and
needs of the landowner.

How long does the Agreement
last?

Most Agreements are perpetual
in order to permanently preserve the
land. The Agreement must be
granted in perpetuity if the land-
owner will be claiming a charitable
deduction for federal income tax pur-
poses.

Does the public have access?

The public doesiot have access
to Conservation Agreement proper-
ties unless specifically authorized in
the Agreement. Granting public ac-
cess in the Agreement document at
the time of donation is one way to
qualify for a federal income tax de-
duction but is usually not necessary
for the landowner to obtain tax bene-
fits.

How does the Agreement
impact property taxes?

The property’s current assess-
ment for tax purposes determines if
tax benefits may be realized by pro-
tecting it with a Conservation Agree-
ment. If the assessment reflects the
property’s development potential and
those rights have been permanently
relinquished, the landowner has
standing to make a case to the local
assessor for a reduction in property
assessment. If that is granted, a prop-
erty tax reduction will occur.

NEW: As of December 2006,
Conservation Agreement properties
in Michigan are exempt from the
reassessment and subsequent sub-
stantial increase of property tax that
ordinarily occurs when a property
changes hands. This is great news for
conservation-minded landowners
who are considering selling or pass-
ing on their land.

How does the Agreement
impact estate taxes?

The donation of a Conservation
Agreement -- whether made during a
landowner's life, by bequest, or by
the heirs while settling the estate --
can reduce the value of the estate
upon which taxes are calculated. In
some cases, the value of an estate
after an Agreement donation may fall
below the lifetime exemption so that
taxes are avoided. Good planning is
necessary to ensure that heirs of es-
tates that include property receive
maximum tax advantages.

What is PDR?

PDR stands for the Purchase of
Development Rights. PDR works in
a similar way to donated Conserva-
tion Agreements, with the key differ-
ence being the landowner is compen-
sated for some or all of the fair mar-
ket value of the development rights,
and a cash payment is made in ex-
change for the landowner signing a
deed restriction that is recorded with
the county register of deeds.




Determining the value of a

Conservation Agreement

The change in property value associated
with a Conservation Agreement must be de-
termined by a qualified real estate appraiser.

The value of the Conservation Agreement
is the difference between the value of the land
without the Agreement restrictions and the
value of the land after the restrictions have
been applied and the development rights have
been removed.

For a Conservation Agreement donation
that qualifies under Internal Revenue Service
regulations, this amount is generally the value
of the charitable donation.

Example: The Smith family conveys a
perpetual Conservation Agreement on its
80-acre farm to the Washtenaw Land Trust.
If the property's current value is $5,000 an
acre, its total fair market value before the
Agreement is in place would be:

80 acres x $5,000/acre = $400,000
If removing the development rights lowers
the value to $2,000 an acre, the then total
market value of the restricted property
would be:

80 acres x $2,000/acre = $160,000
The difference between the before and
after values is the value of the Conserva-
tion Agreement donation:

$400,000 - $160,000 = $240,000

Federal income tax benefits

Under the Internal Revenue Code, quali-
fied Conservation Agreement donations may
be treated as charitable gifts for federal in-
come tax purposes.

For Conservation Agreements do-
nated before December 31, 2007 , the value
of the donation is deductible at an amount up
to 50% of the donor's adjusted gross income
(AGI) in the year of the gift (up from 30%.)
Qualified farmers may deduct up to 100% of
AGI. If the donated value exceeds this
amount, the excess can be carried forward
and deducted (subject to the percentage
limit) for up to fifteen succeeding tax years
(up from five years.)

Example: The value of the Smiths' Conser-
vation Agreement, as figured earlier, is
$240,000. If their AGI in the year of the
donation is $100,000, they would be able to
deduct $50,000 (50% of $100,000) in the
first year. Since the value of the easement is
greater than their allowable deduction, the
Smiths would also be able to deduct
$50,000 per year (assuming their income
stays the same), for up to fifteen years, until
they had claimed the full amount of the
easement donation.

If the landowner receives compensation
in exchange for a Conservation Agreement,
the Internal Revenue Service treats the in-
come as a capital gain. For most taxpayers,
the applicable tax rate is 15% of the payment
received. Landowners may be able to reduce
or defer the tax due by purchasing another
income-producing asset (such as another
parcel of land), or they may be able to reduce
the tax due by donating a portion of the ap-
praised value.

Please note that these increased tax
incentives are scheduled to end at the end of
2007.

About Transfers of Fee Simple

Is it possible to donate my
entire property?

Yes. If a property has conserva-
tion values and the landowner’s wish
is to have it protected forever, the
land trust could accept a donation of
the property and manage the land as
a natural area or farm property.

The Land Trust may request a
cash donation to establish an endow-
ment fund or work to raise funds
elsewhere to ensure the property’s
long-term protection. Fee simple do-
nations and contributions of cash or
other assets can be claimed as tax
deductions in accordance with appli-
cable law.

The Land Trust has accepted the
donation of several properties in fee
simple that are managed as nature
preserves. In these cases the donors
were able to declare the full market
value of the property, determined by
a real estate appraiser, as a deduction
for federal income tax purposes.
These lands are then made accessible
to the public for passive recreational
uses such as hiking, birdwatching,
cross-country skiing and nature
study.

What if | want to continue
living on the property?

It is possible to donate a property
during your lifetime but reserve the
right for yourself or any other named
persons to continue to live on and

use the property. These arrangements
are calledeserved life estatesn

which aremainder interestis do-

nated to the Land Trust. This type of
donation may also be tax-deductible
at the time the gift is made.

Donating Land:

A True Story

When Dr. Rudy Reichert began\
his estate planning, he knew that fe
wanted to protect the wetland natl
ral area that his family had owned
for years. He and his advisors
worked with the Land Trust to es-
tablish a Conservation Agreement
on the 100-acre parcel. An addi-
tional agreement specifies that the
land will be donated to the Land
Trust at Dr. Reichert’s passing, agla
protected nature area.

“People in a position to do thig
should consider protecting proper
and giving it to the Land Trust,” D
Reichert encouraged. “Save it an
don’t pave it.”

What is the typical process?

Once a property owner has decided to protect hiotand with the Washtenaw Land
Trust, a number of steps are required. The proggssally takes between 6 and 18

months.The basic steps are:

1. Tour the property with the Land Trust to evadutite conservation values and deter-

mine options.

2. The Land Trust will submit the project to thendaTrust Board for their approval.
3. Meet with your legal, tax and financial advisersand with family members, if ap

propriate — to discuss your decision.

4. The Land Trust will prepare baseline documentatin the property and will orde

and review title information.

5. Negotiate the Agreement with the Land Trust, stk with the Land Trust to ad

dress any title issues.

6. Obtain a qualified appraisal (if claiming a éeal tax deduction over $5000).

7. Sign and record the final Agreement.
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By The Numbers

Washtenaw Land Trust Protected Land

Washtenaw, Jackson, and Ingham Counties, Michigan

Total land protected: 48 parcels totaling 2,501 acr

About the Washtenaw Land Trust

The first land trust in Michigan,
Washtenaw Land Trust protects the
natural areas and rural landscapes thal
make our community a great place to
live. To date, the growing organiza-
tion has protected 48 properties total-
ing more than 2,500 acres throughout
Washtenaw, Jackson, and Ingham
counties, through voluntary land con-
servation.

The Washtenaw Land Trust is a
private, non-profit, tax-exempt 501(c)
(3) organization. This tax-exempt
status allows donors to claim the
value of their donated property, devel-
opment rights, or cash donations as a
charitable deduction for federal in-
come tax purposes to the extent per-
mitted by law.
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Protected Land by Category

Conservation Agreements (45%)

Nature Preserves (6%)

Projects (49%)

Protected Land by Cover Type
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| protected my land be-
cause | wanted to be as-
sured that this land and
environment would be
preserved as | know it,

and the good things here
that | have been able to ap-
preciate over the years
would carry on to other
generations.

—David Braun
Mr. Braun worked with the Washte-
naw Land Trust to create a Con-
servation Agreement to protect his
land forever.

~——

Natural Areas (47%)
Farmland (46%)

Combination (7%)

What's Next?

To learn more about pro-
tecting your land with the
Washtenaw Land Trust
please contact us. Yol
should also consult with
your attorney and financia
advisor for specific advice.
| look forward to working
with you to help you ac-
complish your goals for
your land.

Sincerely,
Susan Lackey, Director

info@washtenawlandtrust.org
734-302-LAND(5263)

Washtenaw Land Trust - 1100 N. Main Street #203, Ann Arbor, Ml 48104 - www.washtenawlandtrust.org - 734-302-LAND(5263)
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