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  WHAT ARE THE TAX BENEFITS? 

Landowners who place a qualifying conservation easement on 
their land can benefit from a federal income tax deduction against 
adjusted gross income with a carryforward of any unusable 
deduction for 15 years. There are also potential state tax credits 
available, local property tax benefits, and estate tax savings.

  HOW DOES LIFE INSURANCE FIT IN? 

Life insurance can be used by the family to replace the loss of 
property value that results when the easement is attached to  
the land.

The Conservation Easement Act 1 of 2015 significantly enhances existing 
tax benefits and is a powerful incentive for owners of family land who want 
to protect the conservation qualities of their property. 

What Is a Conservation Easement? 

A conservation easement is a voluntary “use restriction” added to the 
property deed. It is legally binding and must remain with the land forever. 
It is an agreement to permanently limit how the land can be used in the 
future and follows the rules outlined under Internal Revenue Code Section 
(IRC) 170(h). The landowner continues to own, use, and enjoy the land 
and can offer, gift, or bequest the land in the future, as usual. Placing a 
conservation easement on qualifying land can help a landowner to both 
save the land and benefit from significant tax savings.

The design of the conservation easement can be as restrictive as the 
landowner prefers. In this way, there is great flexibility. For example, the 
landowner can continue to use the land as it is being used currently—
such as a family retreat, or a property that is surrounded by acres of 
views, wetlands, or woodlands, or a respite for hunting or fishing—but 
limits to what extent the property can be used or developed in the 
future. Thus, for land that offers stunning views, for example, it may be 
possible to restrict a portion of the property from complete development 
while allowing some portion of the property to be developed based on 
specific guidelines in the easement that are designed to preserve views 
or a wildlife habitat. Properties with important historic or agricultural 
resources such as farmland, ranches, timberlands, or forests also can be 
ideal properties for conservation.1  Also referred to as the America Gives More 

Act that was initially passed by the U.S. 
House of Representatives. 
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Federal Income Tax Deduction
Federal Income Tax Deduction. The value of the income tax deduction 
for property that qualifies under Section 170(h) is based on the value of 
the easement—which is calculated to be:

• The difference between the land’s appraised value, before and 
after the restriction. 

Adjusted Gross Income Limits. The amount of the deduction that can be 
taken in any given year is:

• 100% of adjusted gross income (AGI), if the landowner is a farmer 
or a rancher, or 

• 50% of AGI for anyone else.

Carryforward of Unused Deduction. Any unusable deduction due to the 
annual AGI limit can be:

• Carried forward over the next 15 years, subject to the same annual 
AGI limits.

TAX BENEFITS

NOT FOR CONSUMER USE.

$1,050,000 
Potential Tax Savings

assuming a 35% tax bracket

LAND TRUST

Fair Market Value Before Easement  

$10,000,000 
Fair Market Value Post Easement  

$7,000,000 
Charitable Income Tax Deduction

$3,000,000 

2  See §2031(c).
3  See particular state rules for Conservation 

Tax Credits by going to each state’s website 
and searching conservation tax credit 
program. Note that state rules are subject 
to change and state credits for conservation 
may even be eliminated.

Estate Tax Exclusion
For estate tax purposes, a landowner can exclude up to 40% of the 
already reduced value of conservation property he or she owns, up to 
$500,000. However, the land must have been reduced by at least 30% 
for this exclusion to apply.2 

Local Property Taxes
Some local taxing authorities reduce or eliminate local property taxes on 
land that qualifies as conservation land under Section 170 (h). 

State Charitable Income Tax Deductions
Some states allow landowners to take an income tax credit against state 
income taxes due for conservation property that qualifies under Section 
170(h). California, Colorado, Connecticut, Delaware, Florida, Georgia, 
Iowa, Maryland, Mississippi, New Mexico, New York, South Carolina, and 
Virginia currently offer tax credits. Most of these states cap the amount 
of a tax credit that can be used in a given year, as well as the number of 
years unused credits can be carried forward. For example, New Mexico 
allows 50% of the FMV of the land, up to $250,000 of credit, to be 
taken, dollar for dollar, against state income taxes due, with a carryover 
of the unused credit for 20 years.3



RESTORING VALUE IN THE LAND CONSERVATION PROCESSCLIENT STRATEGIES

NOT FOR CONSUMER USE.

Landowners who own land that has been passed down over the 
generations and perhaps is being used as a farm, a ranch, a family 
compound—or a respite for fishing, hunting, sailing, biking, or 
hiking—may want to consider protecting the land they love. Those 
landowners who have stunning views that surround their primary or 
secondary property may also benefit from protecting their land. Clients 
who have open land, wetlands, or woodlands are also good candidates 
who may want to consider conservation. 

In order to receive the tax benefits, however, the land that is restricted 
must qualify as useful for one or more of the following purposes, as 
specified under Section 170(h):

• To provide public recreation or education

• To preserve a significant natural habitat

• To provide open space for scenic enjoyment

• To provide open space for government policy

• To preserve historic value

• To promote sustainable agriculture and forestry

A donated easement must be a true gift. It must protect natural, 
agricultural, or historic resources that land trusts or public conservation 
agencies have defined as being conservation worthy. The landowner will 
work with a land trust or other qualifying conservation organization to 
assess the conservation qualities of the land.

Other Requirements

To qualify for tax benefits, the conservation easement must:

• last forever; 

• remain with the property when it is transferred by sale, gift, or 
bequest; 

• be valued by a qualified land conservation appraiser,4 and; 

• be donated to a qualifying conservation organization, such as a 
land trust, discussed below. In this way, the landowner is making a 
charitable gift of a conservation easement to benefit the earth.

THE GREEN 
COLLAR 
LANDOWNER

4  If the value of the donation is expected to exceed 
$5,000, a qualified and independent real estate 
appraiser must perform the appraisal. The land  
trust cannot provide the formal appraisal used for 
tax purposes. 
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The landowner will typically work with a local land trust, of his or her 
choosing, to design the restrictions to maximize the conservation qualities 
of the land. The landowner is technically conveying the restrictions to the 
land trust in order to have the land trust steward those rights and ensure 
that the restrictions are being followed into the future. 

Land trusts are closely tied to the communities they protect and are 
focused on conserving land for its historic, scenic, and recreational 
value, as well as preserving the land’s natural features and resources. 
Land trusts are 501(c)(3)5 nonprofit, charitable organizations made up of 
conservation specialists and experienced attorneys in the field of property 
protection. The Land Trust Alliance (LTA.org), is a highly respected 
organization that the land trusts belong to and from which they receive 
accreditation and share best practices. Refer to LTA.org for examples of 
how private landowners work with local land trusts to save their land.

WORKING  
WITH A LOCAL 
LAND TRUST

5  See IRC §501(c)(3) regarding types of charitable 
organizations. 

HOW TO FIND A LOCAL LAND TRUST

 
Below is a chart of the approximate number of land trusts by state. See LTA.org/census-map to find contact 
information for land trusts located in regional areas of the country.

Alabama 10 Georgia 26 Maryland 41 New Jersey 32 South Dakota 2

Alaska 7 Hawaii 4 Massachusetts 120 New Mexico 5 Tennessee 15

Arizona 14 Idaho 12 Michigan 34 New York 87 Texas 32

Arkansas 4 Illinois 35 Minnesota 6 North Carolina 31 Utah 8

California 136 Indiana 22 Mississippi 6 Ohio 31 Vermont 26

Colorado 31 Iowa 5 Missouri 13 Oklahoma 4 Virginia 28

Connecticut 108 Kansas 3 Montana 10 Oregon 19 Washington 35

Delaware 4 Kentucky 14 Nebraska 5 Pennsylvania 81 West Virginia 9

Florida 26 Louisiana 4 Nevada 3 Rhode Island 27 Wisconsin 46

Maine 76 New Hampshire 31 South Carolina 21 Wyoming 5

North Dakota and Washington, DC, do not have any active land trusts. The Federal Tax Incentives cannot be used  
in ND nor Washington DC.  
Data taken from the Land Trust 2015 Census with data through December 31, 2015, released in November 2016. 
See http://www.landtrustalliance.org/census-map/. The data in the above chart are subject to change.

NOT FOR CONSUMER USE.

LTA.org/census-map
http://www.landtrustalliance.org/census-map/
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$1,050,000 
Potential Tax Savings

assuming a 35% tax bracket

Advisors knowledgeable in insurance can help land trusts understand 
how life insurance helps to replace the value lost when a conservation 
easement is used by a landowner. Advisors can serve to bring the 
landowner to the land trust. The advisor can also partner with a land trust 
in his or her area to work with their landowners to help restore value.

WHERE 
DOES LIFE 
INSURANCE 
FIT IN?

Donating a conservation easement 
can be an effective way both to save 
the land from future development 
and to realize significant federal tax 
benefits when doing so.

HYPOTHETICAL CASE EXAMPLE

The following is a hypothetical example that illustrates how life 
insurance can be used to replace the economic value donated to 
a qualifying conservation organization. 

Tiffany and Jake Smith are married and have a net worth of 
$20,000,000. They own a California ranch that is appraised 
at $10,000,000 by a qualified appraiser. If the Smiths place a 
conservation easement on their property that lowers its value to 
$7,000,000, the federal income tax deduction is $3,000,000. 
Although the Smiths are conservation-minded and love the 
idea of preserving the land, their children are queasy about the 
lowered value of their future inheritance. If the Smiths qualify, 
they can purchase a $3,000,000 survivorship life insurance 
policy owned by a Wealth Replacement Trust to restore the  
value for their heirs. Moreover, the tax savings may help pay  
the premium.

$3,000,000
Hypothetical Life Insurance Policy 

LAND TRUST

Fair Market Value Before Easement  

$10,000,000 
Fair Market Value Post Easement  

$7,000,000 
Charitable Income Tax Deduction

$3,000,000 

WEALTH  
REPLACEMENT 

TRUST

NOT FOR CONSUMER USE.
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Prudential Financial and its financial professionals do not give legal or tax advice.  
Clients should consult their own advisors.

Life insurance is issued by The Prudential Insurance Company of America, 
Newark, NJ, and its affiliates. Like most insurance policies, our policies contain 
exclusions, limitations, reductions of benefits, and terms for keeping them in force.

NOT FOR CONSUMER USE.
© 2017 Prudential Financial, Inc. and its related entities.
0309298-00001-00 Ed. 09/2017

Investment and Insurance Products:
Not Insured by FDIC, NCUSIF, or Any Federal Government Agency. May 
Lose Value. Not a Deposit of or Guaranteed by Any Bank, Credit Union, 
Bank Affiliate, or Credit Union Affiliate. 

1. Land trusts will review the appraisal before accepting the 
gift, and landowners should be aware that a land trust can 
decline acceptance of a donation that does not meet the legal 
requirements and/or the charitable mission of the land trust.

2. The services of a reputable appraiser who has experience in 
appraising conservation easements should be used.

3. IRC §170(h)(2) does not apply to a gift of land in fee. Landowners 
should consult an attorney familiar with such matters to determine 
if their intended gift should be changed to take advantage of the 
enhanced incentives under IRC §170(h)(2).

4. The land trust attorneys will work with the landowner and/or his or 
her attorneys to draft the easement.

5. The permanent incentives passed in 2015 are effective retroactive 
to January 2015. So, landowners who may have conserved their 
land before the act was passed can amend their tax returns to 
reflect the enhanced tax savings.

6. Costs associated with implementing a conservation easement 
range between $2,000 and $5,000, or higher, depending on the 
complexity of the easement.

7. A farmer or rancher who qualifies for a deduction limit of 100% 
of AGI is defined under IRC §2032(e)(5) and is someone who 
receives more than 50% of his or her total gross income from 
“the trade or business of farming.” The rules also require that 
the easement stipulate that the land will remain “available for 
agriculture.” This provision applies to farmers who are organized 
as C corporations as well.

8. A landowner who chooses to use life insurance to replace the 
value lost to the easement must qualify for coverage through the 
financial and medical underwriting process and be able to meet  
all premium requirements.

CONSIDERATIONS 


