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Estate Tax Reform and Land Conservation
 Co-sponsor Udall-Crapo Bill to Protect Family Farms & Natural Resources
Some of our most important wildlife habitats, watersheds, forests, farms and prairies are held by private landowners.  Estate taxes can lead to the break-up, sale and development of family-owned farm, ranch and forest lands, even when landowners would prefer to keep these lands intact.  When that happens, we all lose.  Congress may act this year to prevent the estate tax from returning to 2001 rates in 2011, and we have a unique opportunity to improve incentives for conservation as part of that reform.
How the Current Conservation Incentive Works

In 1997, Congress passed the American Farm and Ranch Protection Act to provide an estate tax incentive for land conservation under Section 2031(c) of the Internal Revenue Code. This provision allows an exclusion of up to 40% of the value of land from the taxable estate, when that land is protected by a permanent conservation easement that protects important natural and historic values.  That exclusion is capped at $500,000 and is further reduced in cases where the easement reduces a property’s fair market value by less than 30%.
Problems with Current Law
While this benefit has been enormously helpful for conservation, rising land values have made the $500,000 cap increasingly inadequate. Consider that: 
· In 1997, average farm real estate value was $926 per acre; today it is $2,350 (USDA-NASS).
· Average farm size is increasing, and larger farms and ranches – those most likely to be affected by estate tax – are both more likely to be economically sustainable, and more likely to have resources important to the public.

· Farm estates are at least four times more likely to be subject to estate tax than other estates (USDA, November 2005).

Enhancing the Incentive for Conservation in Estate Tax Reform
Senators Mark Udall (D-CO) and Mike Crapo (R-ID) are seeking co-sponsors for the American Family Farm and Ranchland Protection Act (S. 3640), a bill that would:
· Increase the cap on the 2031(c) exclusion to $5,000,000; 

· Raise the 40% exclusion percentage to 50%; and
· Ensure quality easements by decreasing the benefits for less protective easements.
We believe this proposal, along with a permanent easement incentive (S. 812), would keep important natural and historic resources intact, and will be a valuable contribution to land conservation, regardless of where Congress sets the estate tax rate and unified credit.
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Senators interested in becoming co-sponsors of S. 3640 should contact:
Mr. Alex Harman




Mr. Mike Quickel
Office of Sen. Mark Udall (D-CO)


Office of Sen. Mike Crapo (R-ID)
Alex_Harman@markudall.senate.gov

Mike_Quickel@crapo.senate.gov
(202) 224-5941




(202) 224-6142
 
A very similar bill, introduced in the House (H.R. 3050), was recently scored by the Joint Committee on Taxation as costing only $132 million over ten years – a very small amount in the context of estate tax reform.
For more information about estate tax incentives for land conservation, please visit: www.lta.org/policy/estatetax or contact Russ Shay at 202-638-4725 x305.
Other national organizations supporting this effort include: 
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