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CONSERVATION EASEMENT TAX IMPLICATIONS
Estate Tax

Federal estate tax is based on the fair market value of the property at the time of the landowner’s death, 
not the original purchase price or current use value. This can be a significant and potentially debilitating 
tax burden for farm and ranch families whose land values have appreciated over time, particularly if the 
appreciated value is due largely to increased development value. Sometimes caught unaware and without 
the benefit of estate planning, farm and ranch families may have to subdivide and sell some of their land 
just to meet the estate tax obligations. Conservation easements can be a useful estate planning tool to 
reduce estate tax liability and allow ranches to remain in the family. Because tax law changes frequently, 
landowners should speak with CPAs or an attorney about this benefit.

Tax Deductions

The Internal Revenue Service allows the deduction of charitable donations gifted to qualified tax-exempt 
organization like TALT. It must be a gift motivated by a charitable intent and not granted as a requirement 
for getting something in return. For example, a conservation easement donated by a developer, in 
exchange for government approval of a subdivision, is not considered a gift. A gift must also be complete 
and irrevocable, without strings or contingencies.

Deductions range from 50% to 100% annually based on various factors. A donation can be used the 
year of the deduction and then carried forward 15 years. Note, this benefit is available to donated and 
bargain sale easement transactions only. Purchased conservation easement transactions do not qualify. 
TALT strongly recommends landowners work with an experienced attorney or accountant to review their 
proposed gift and determine if it is eligible.

Some of the costs incurred in making a charitable contribution are also deductible. Legal and appraisal 
fees and costs associated with compiling the “Baseline Documentation Report” can generally be deducted 
as business expenses if, in combination with other miscellaneous deductions, they exceed 2 percent of 
your adjusted gross income. Any cash or securities given to endow the conserved property’s stewardship 
are considered charitable contributions.

Disclaimer: The comments in this article reflect TALT’s understanding of federal tax law. The examples 
used are for illustrative purposes only. TALT does not claim to give legal or tax advice about the 
consequences of a particular conservation easement. The tax implications of your conservation plan 
will depend upon the value of your gift, your finances and other factors specific to your situation. To fully 
understand how current law affects your conservation plan, you need to consult with your tax attorney, 
CPA and financial adviser.
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The Smith family has owned a large ranch in South Texas for four generations. The parents are in their mid-
60s and want to pass the ranch on to their children. One child has moved away and is living in Wyoming. 
Another has stayed on the ranch and worked it with the parents over the years. The children and the 
parents want the property to remain whole as a working ranch. They are concerned that the value of the 
ranch has appreciated significantly over time and they will not be able to keep the ranch because of a 
potentially large estate tax liability.

Let’s assume that the ranch has appreciated to a current fair market value of $34,000,000 as determined by 
an appraisal. The owners donate a conservation easement to TALT which generally limits development of 
the property but enables them to continue agricultural operations.

A “qualified” appraiser determines the value of the conservation easement to be 39 percent (29%) of 
$34,000,000 or $10,000,000. The 2020 exclusion allows each parent to pass on $11,580,000 of property to 
heirs through their estate free of tax.

The following analysis illustrates the effect a conservation easement would have on their estate tax at 2020 
levels (assuming both parents die within the same year and their estate is taxed at the maximum rate):

A - APPRAISED VALUE  
A property value is assessed by appraising the highest and 
best use of land. This considers not just the current use of the 
property but the potential value associated with alternative uses 
like commercial development.

B - CONSERVATION EASEMENT VALUE  
Deductions range from 50% to 100% annually based on various 
factors. This donation can be used the year of the deduction 
and then carried forward 15 years. The above $10M easement 
valuation is for demonstration purposes only and will be unique 
for every individual property.
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C - PROPERTY VALUE 
Federal estate tax is based on the fair market value of the 
property at the time of a landowner’s death, not on the original 
purchase price. 

E - TAXABLE ESTATE 
The reduced market value of a property due to a conservation 
easement lowers an individual’s taxable estate. Because tax law 
changes frequently, landowners should speak with CPAs or an 
attorney about this benefit.

D - JOINT EXCLUSION 
The IRS sets limits to the value of an estate that can be left to heirs 
free from federal estate taxes. Current exclusion levels can be found 
on the IRS website. 
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