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A Policy Analysis of the Role of Working Land
Conservation Easements Using Dedicated Lottery Funds

Executive Summary

To assess the role of working land conservation
easements in achieving the Oregon Watershed
Enhancement Board's constitutional mission of
watershed protection and restoration using
lottery funds, grant programs in three other
states, experiences of seven of Oregon's land
trusts, information from four federal grant
programs, and input from interested parties
were reviewed, compiled and evaluated. The
resulting report proposes policies to help guide
the use of OWEB lottery funds on working land
and make these funds more effective in
achieving the goals set forth in the Constitution.

Working Land Conservation Easement Funding
Programs in Other States

The state easement funding programs reviewed
(Colorado, Maryland and Washington) all
provide grants for acquiring conservation
easements on working land. Colorado's Open
Space Program (funded by the Ilottery) is
targeted primarily at preserving open space and
important ecological values but recognizes the
importance of working land in achieving these
goals. The Maryland Agricultural Land Preser-
vation Foundation (funded by a real estate
transfer tax) is focused primarily on preservation
of farm and forest land but has ancillary
environmental goals. Washington's Farmland
Preservation Program (funded by tax exempt
general obligation bonds) is intend primarily to
preserve farmland but can include funds for
protection and restoration of ecological
resources. Washington's Salmon Recovery
program (also funded by bonds) targets
restoration and protection of salmon habitat,
sometimes on working land. Acquisitions are

The 492 acre Coffer Ranch, east of Prineville. Photo by
Brian Ouimette.

mostly in fee, often generating public opposition
when this results in taking agricultural land out
of production. Maryland was the only state with
an overarching state-wide agricultural plan.

The four funding programs utilize two
fundamentally different approaches: (a) a state-
wide evaluation of competing grant applications
with the distribution of grant funds across the
state determined by the location of the highest
ranked projects (Washington's Farmland
Preservation Program, Colorado's Open Space
Program), and (b) a local or regional evaluation
of competing grant applications with the
distribution of grant funds across the state pre-
determined by formula (Washington's Salmon
Recovery program, Maryland's Agricultural Land
Preservation Foundation).

Coordination with other state and federal
funding programs varied and depended on
compatibility of program policies and
procedures, other institutional barriers, and
personalities. Of the three states evaluated, the
Colorado Open Space Program appeared to be



the most effective at minimizing institutional
barriers and providing good communication with
federal programs and grant recipients (including
land trusts), due in part to a less rigorous and
more flexible approach to allocating funds.

Staffing levels of the state programs varied
considerably, depending primarily on the
frequency of grant cycles (ranging from biennial
to twice annually) and the role of staff in board
support, policy setting, rulemaking, project
evaluation, grant administration, monitoring,
and addressing legal disputes (including
litigation). Maryland's  Agricultural Land
Preservation Program—the oldest program
evaluated—had the largest staff (seven plus
assistance  from  other  agencies) and
Washington's Farmland Preservation Program—
the newest program—the smallest (0.5 FTE).

Balancing farm use and riparian health at Aspen View
Ranch, Mill Creek. Photo by Brad Nye.

Oregon Land Trusts

The Oregon land trusts reviewed for this report
(Columbia Land Trust, Deschutes Land Trust,
Greenbelt Land Trust, McKenzie River Trust,
Oregon Rangeland Trust, Southern Oregon Land
Conservancy, and The Wetlands Conservancy) all
have acquired conservation easements on
working lands. Reasons depend on each land
trust's mission and include: preserving farming,
ranching and forestry as an important economic
activity and valued way of life; preserving vistas
of working land; fostering sustainable

agricultural and forestry practices; and
preserving important ecological values, including
migration corridors, priority habitat, water
quantity and quality, and sensitive, threatened
and endangered species.

Stein’s Pillar, fields, and Mill Creek. Photo by Brian
Ouimette.

The land trusts acquire easements from
landowner donations or through purchase with
the assistance of a variety of local, state and
federal funding, including: private contributions,
foundations, and grants from the Oregon
Watershed Enhancement Board, North American
Wetlands Conservation Act, Bonneville Power
Administration, U.S. Fish and Wildlife, and
National Fish and Wildlife Foundation. Land
trusts' approaches to prioritizing acquisitions
varied from opportunistic (depending on
landowners coming forward with a proposed
donation or sale), to highly strategic, utilizing a
variety of decision support tools based on
scientific studies, models, and geographic
information systems, to target specific areas and
parcels .

The land trusts generally prefer a conservation
easement that clearly lays out conservation
goals and objectives but leaves details of
management, including monitoring and adaptive
management strategies, to a management plan
agreed to by the landowner, land trust (as
grantee), and funding entities. This offers
advantages for the landowner and provides a
way to modify management practices to
compensate for long-term social, economic and



ecological changes, such as those resulting from
climate change.

Land trust staffing levels range from one
(Oregon Rangeland Trust) to 15 (Columbia Land
Trust). Higher levels of staffing are required as
trusts become more strategic in targeting
acquisitions and engage in large acquisitions
involving multiple landowners, funders, and
regulatory agencies.

Federal Working Land Conservation Easement
Funding Programs

Four federal funding programs were reviewed:
the Farm and Ranchland Protection Program,
Grassland Reserve Program, Forest Legacy
Program, and Bonneville Power Administration's
fish and wildlife mitigation grant program.

The Farm and Ranchland Protection Program is a
Farm Bill program administered by the Natural
Resources Conservation Services (NRCS),
providing grants to local entities to acquire
conservation easements. The Oregon NRCS
office provides a full-time liaison to state and
local conservation programs, which has led to
better communication and more flexibility than
programs in the other states evaluated. Grants
have been used to match OWEB grants for
working land conservation easement
acquisitions. Oregon ranks 13th in the country
for total acres (16,000) enrolled in the program.

Buffer between agricultural field and Mill Creek, Aspen
View Ranch. Photo by Brad Nye.

Oregon also receives funding from the Grassland
Reserve Program, a Farm Bill program
administered by NRCS and the Farm Service
Agency. However, by policy of the state office,
funds are used only for rental contracts, not
easement acquisition. In addition to preserving
grassland, specific conservation values, such as
sage-steppe protection, are targeted in each
funding round.

Rotational grazing is used to help maintain oak savanna and
upland prairie habitats on a property near Wren that
contains a conservation easement. Photo by Greenbelt
Land Trust.

Oregon has only participated in the Forest
Legacy Program since 2007. One acquisition has
been completed (South Eugene Hills, Phase I)
and three more are in progress, including the
highly publicized Skyline Forest acquisition. Land
trusts have been instrumental in facilitating
transactions.

Bonneville Power Administration has provided
grants for numerous habitat protection and
restoration projects in Oregon, including
conservation easements on working land. The
Nature Conservancy and the Trust for Public
Land have been facilitators or grantees in many
BPA transactions.

Findings

Everyone interviewed for this report agreed that
preservation of ecological values on working
land is essential to watershed conservation in
Oregon. In addition, they agreed that, if done



properly,  conservation easements  with
accompanying management, monitoring and
adaptive management plans are one important
way to achieve this.

Respondents noted that acquiring and managing
conservation easements on working land offers
significant  challenges due to complex
negotiations between landowners, grantees and
funders; the need to ensure protection of
ecological values while allowing farming,
ranching or forestry; the difficulty in providing
for long-term social, economic and ecological
changes; hurdles in combining multiple funding
sources; and the obligation to provide
accountability for public funding.

The cited benefits of working land conservation
easements included: the ability to target
important ecological values at a landscape and
ecosystem scale; allowing conservation land to
remain in private ownership; the potential for
landowner stewardship; and the ability to
provide for continued economic activities and
achieve other social goals that result in public
support of conservation land acquisition

programs. In addition, in many cases
conservation easements offer a more cost-
effective approach than fee-simple acquisitions.

The report offers a number of findings and
suggestions regarding OWEB working land
conservation easement policies, coordination
and communication with other funding entities,
and the need to explore alternative approaches
to conservation on working land, including
purchase of ecosystem services.

In order to meet OWEB's constitutional mandate
in the future, especially in light of long-term
climate change, it is recommended that OWEB
establish priorities based on an ecosystem and
landscape approach to watershed health,
focusing on biodiversity, watershed processes
and functions, and ecosystem resilience and
adaptability. With this focus, and with much of
Oregon’s privately owned land in farming,
ranching and forestry, it will be increasingly
important for OWEB to provide grants for
protection and restoration projects on these
lands.  Conservation easements will be an
important tool to help accomplish this.

Willamette River floodplain near Albany: farming on a property that contains a conservation easement.

Photo by Ed Rust.

4



A Policy Analysis of the Role of Working Land Conservation
Easements Using Dedicated Lottery Funds

INTRODUCTION

The Oregon Watershed Enhancement Board (OWEB) receives federal funding from the Pacific Coast
Salmon Recovery Fund for restoration and protection of salmon habitat and state funding from the
Oregon Lottery. The Oregon Constitution states that OWEB's lottery funds shall be used to:

(a) Protect and improve water quality in Oregon’s rivers, lakes, and streams by restoring natural
watershed functions or stream flows;

(b) Secure long-term protection for lands and waters that provide significant habitats for native fish
and wildlife;

(c) Restore and maintain habitats needed to sustain healthy and resilient populations of native fish
and wildlife;

(d) Maintain the diversity of Oregon’s plants, animals and ecosystems;

(e) Involve people in voluntary actions to protect, restore and maintain the ecological health of
Oregon’s lands and waters; and

(f) Remedy the conditions that limit the health of fish and wildlife, habitats and watershed functions
in greatest need of conservation.

and allows funds to be used to:

(a) Acquire from willing owners interests in land or water that will protect or restore native fish or
wildlife habitats, which interests may include but are not limited to fee interests, conservation
easements or leases;

(b) Carry out projects to protect or restore native fish or wildlife habitats;

(c) Carry out projects to protect or restore natural watershed functions to improve water quality or
stream flows; and

(d) Carry out resource assessment, planning, design and engineering, technical assistance,
monitoring and outreach activities necessary for projects funded."

The purpose of this report is to review, compile, and evaluate policy and program information from
federal and state programs that provide funding for acquiring conservation easements on working land.
In addition, the report evaluates the experience and practices of seven Oregon land trusts and input
from other interested parties. The results are intended to help OWEB better determine how its lottery
funding can be used to acquire conservation easements on working land for purposes consistent with
the Oregon Constitution and OWEB's statutes.

! Article XV, Section 4b, Oregon Constitution, as amended by Measure 76, November 2010.



The report is divided into four sections:

Review and evaluation of federal programs that provide funding for acquiring conservation
easements on working land. Federal programs analyzed were the Farm and Ranchland
Protection Program, Grassland Reserve Program, Forest Legacy Program, and Bonneville Power
Administration program for mitigating the effects of the Federal Columbia River Power System
on fish and wildlife.

Evaluation of state working land conservation easement funding programs administered by
Colorado, Maryland, and Washington.

Evaluation of conservation easement acquisition programs in Oregon. Programs of five local
land trusts (Columbia Land Trust, Deschutes Land Trust, Greenbelt Land Trust, McKenzie River
Trust and Southern Oregon Land Conservancy) and two statewide land trusts (Oregon
Rangeland Trust and The Wetlands Conservancy) were reviewed.

Findings and policy options, including results from interviews and input from interested parties
regarding how working land can contribute to watershed conservation in Oregon.



I. FEDERAL CONSERVATION EASEMENT FUNDING PROGRAMS

Federal programs that provide funding for conservation easement acquisition in Oregon include Farm
Bill programs administered by the Natural Resources Conservation Services (NRCS) and Farm Service
Agency (FSA), the Forest Legacy Program administered by the USDA Forest Service, and the Fish and
Wildlife Program administered by the Bonneville Power Administration (BPA). This report focuses on
three Farm Bill programs: the Farm and Ranch Lands Protection Program (FRPP), the Grassland Reserve
Program (GRP) and the Forest Legacy Program (FLP), and BPA's Fish and Wildlife Program.

Farm and Ranchland Protection Program

The Farm and Ranch Lands Protection Program administered by NRCS provides matching funds to state,
tribal, and local governments and non-governmental organizations to purchase conservation easements.
To be eligible, entities must have an established farm and ranch land protection program, matching
funds, the authority to hold conservation easements, and capacity to acquire, manage, and enforce
them.

From 1996 through 2007, FRPP has enrolled over 533,000 acres nationally in cooperation with more
than 400 entities in 49 States, including 16,083 acres in Oregon. Oregon ranks 13 out of the 49 states
(Figures 1 and 2).

Figure 1. Total Acres Enrolled in FRPP, FY1996-2007

State Total Acres Rank | State Total Acres Rank
Alaska 40 49 | Montana 30,277 5
Alabama 3,774 29 | Nebraska 753 41
Arizona 2,347 38 | Nevada 5,145 27
Arkansas 247 46 | New Hampshire 6,363 22
California 16,403 12 | New Jersey 21,842 8
Colorado 44,493 2 | New Mexico 299 44
Connecticut 8,214 20 | New York 21,876 7
Delaware 18,191 11 | North Carolina 11,222 17
Florida 15,671 14 | North Dakota 294 45
Georgia 3,237 34 | Ohio 21,187 9
Hawaii 473 42 | Oklahoma 3,589 32
Idaho 4,391 28 | Oregon 16,083 13
lllinois 3,614 31 | Pennsylvania 41,768 3
Indiana 131 47 | Rhode Island 3,075 35
lowa 3,678 30 | South Carolina 5,181 26
Kansas 14,563 15 | South Dakota 374 43
Kentucky 26,451 6 | Tennessee 946 40
Louisiana 41 48 | Texas 3,523 33
Maine 5,561 24 | Utah 2,971 36
Maryland 36,175 4 | Vermont 52,094 1
Massachusetts 11,926 16 | Virginia 5,382 25
Michigan 9,629 19 | Washington 6,330 23
Minnesota 2,284 39 | West Virginia 7,326 21
Mississippi 0 50 | Wisconsin 11,004 18
Missouri 2,354 37 | Wyoming 20,275 10
U.S. Total 533,067 Acres
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The 2008 Farm Bill amended the FRPP, shifting the purpose of the program from protecting topsoil to
“protecting agricultural use and related conservation values of the land.”?> NRCS no longer holds or co-
holds easements, but does retain the right

to inspect and enforce them. In Oregon, Figure 2. FRPP Allocation to Oregon

easements must be perpetual. Financial Technical
) Year | Assistance ($) | Assistance (S) Total ($)
Land must be private cropland, rangeland, 1996 0 0 0
grassland, pasture land, or forest land,
. . 1997 0 0 0
although it must not include forest on
greater than two-thirds of the easement 1998 0 0 0
area. 1999 0 0 0
2000 0 0 0
In many states, FRPP funds provide a match 2001 0 0 0
to state and local grants intended for 2002 0 0 0
farmland preservation and conservation of 2003 1,155,000 33,484 1,188,484
ecological values on farmland. Although the 2004 150,000 25,131 175,131
2008 Fa'rm Bill proyides more flexibility for 2005 667,500 8,283 675,783
addressw'lg ecological valugs, gach state 2006 0 4,826 4,826
NRCS office approaches this differently
. . . 2007 561,366 13,126 574,492
through project evaluation criteria and
criteria weighting. The sections of this 2008 0 14,986 14,986
report evaluating working land conservation 2009 0 8,066 8,066
easement programs in other states point Total 2,533,866 107,902 2,641,768

out some of the differences.
The degree of coordination between NRCS programs and state funding programs and the consistency
between federal and state policies also vary from state to state. Issues include:
e insufficient overlap in program goals and objectives
e differences in policies regarding amounts of impervious surface and forest cover
o difference in timing of grant cycles
e difference in timing of match certification
e procedural delays in NRCS review of appraisals and conservation easements
e different appraisal methodologies
e different approaches to conservation easement design
e inconsistent or duplicative policies on monitoring, evaluation, and enforcement

Changes in the 2008 Farm Bill have provided more flexibility at the state level to address some of these
issues, such as appraisals, grant cycle timing, and consideration of ecological values.

Oregon has the country's only state NRCS office with a full-time liaison to state and local conservation
entities and programs.® This has allowed Oregon NRCS to better coordinate with OWEB, other state

> USDA and NRCS, Farm Bill 2008 At A Glance: Farm and Ranch Lands Protection Program. May 2008.
* Meta Loftsgaarden, NRCS, interviewed April 29, 2010.



natural resource agencies, and local land trusts and agricultural groups, and to take advantage of the
flexibility granted to state NRCS programs. This should make it possible for OWEB and NRCS to explore
and resolve many of the issues discussed in the report and investigate new approaches to conservation
such as the purchase of ecosystem services.

Yainix Ranch Conservation Easement

The Yainix Ranch conservation easement was purchased in 2004 with the assistance of funding
from FRPP and OWEB. The easement is held by the Klamath Tribes, with NRCS and OWEB granted
third party enforcement rights. The goal of the project was to test and implement changes in
cattle management that could help preserve riparian areas and wetlands and provide for needed
restoration while maintaining sustainable agricultural practices. The Klamath Tribes, Sustainable

Northwest, National Riparian Service Team, Working Landscapes Alliance, National Fish and
Wildlife Foundation, NRCS, and OWEB are partners in the easement and restoration work.

The Yainix conservation easement provides specific details regarding conservation goals, including
specific conservation outcomes, and requires development of a monitoring plan with annual
monitoring and reporting in collaboration with NRCS and OWEB.

Grassland Reserve Program

The Grassland Reserve Program (GRP) was authorized under the Food Security Act of 1985 and funded
in subsequent farm bills. The program is administered jointly by NRCS and the Farm Service Agency
(FSA). The purpose of the GRP is to "assist landowners and operators to protect grazing uses and
related conservation values by conserving and restoring grassland resources on eligible private lands
through rental contracts, easements, and restoration agreements." The GRP "emphasizes: (1)
Supporting grazing operations; (2) Maintaining and improving plant and animal biodiversity; and (3)
Protecting grasslands and shrublands from the threat of conversion to uses other than grazing."*

Because of the relatively small size of Oregon's GRP allocation, Oregon NRCS has limited funding to
rental contracts and has not funded easements or restoration actions. However, applicants that have
other funding for restoration receive additional points in the evaluation process. Restoration actions
that score highest are those that improve the ability to manage the property in ways that protect
important ecological values. Examples include fencing and off-stream stock watering facilities. Oregon
is one of 11 states with no GRP-funded conservation easements (Figure 3).

GRP rental contracts provide annual payments to landowners for preserving ecological values on grazing
land while still allowing grazing. For FY2010, Oregon NRCS emphasized “priority lands with high
biodiversity and the potential to be under threat of conversion other than grazing.”> In eastern Oregon,
lands within designated sage-steppe areas that are a high priority for sage grouse were considered a
high priority for GRP contracts. In Western Oregon, oak savannah areas with Fenders Blue Butterfly
were considered a high priority.® In the state’s ranking criteria, support for plant and animal diversity
can receive a maximum of 80 out of 400 points. In FY2010, seven contracts were awarded out of

*7 CFR § 1415.1 (2009).
® NRCS, GRP Ranking Criteria — Fiscal Year 2010. http://www.or.nrcs.usda.gov/programs/grp/grp-ranking.htm|
6 L.

Ibid.




approximately 220 applications (Figure 4). Applications were primarily from the east side of the state.
Rental rates are determined by the local FSA office based on a formula.

re 3. GRP Conservation Easements, Total Acres Closed as of 8/2

State Total Acres Rank | State Total Acres Rank
Alabama 179 32 | Montana 21,688 2
Alaska 163 34 | Nebraska 1,614 15
Arizona 0 40 | Nevada 0 48
Arkansas 185 31 | New Hampshire 401 26
California 2,731 10 | New Jersey 19 39
Colorado 14,098 4 | New Mexico 15,225 3
Connecticut 80 37 | New York 236 30
Delaware 56 38 | North Carolina 259 29
Florida 439 25 | North Dakota 2,635 11
Georgia 0 41 | Ohio 553 23
Hawaii 0 42 | Oklahoma 5,532 5
Idaho 2,155 12 | Oregon 0 49
lllinois 177 33 | Pennsylvania 607 21
Indiana 559 22 | Rhode Island 96 36
lowa 278 28 || South Carolina 992 17
Kansas 22,621 1 | South Dakota 310 27
Kentucky 1,933 13 | Tennessee 115 35
Louisiana 0 43 | Texas 4,916 6
Maine 0 44 | Utah 4,800 7
Maryland 0 45 | Vermont 0 50
Massachusetts 0 46 | Virginia 607 20
Michigan 671 19 | Washington 3,696 8
Minnesota 0 47 | West Virginia 549 24
Mississippi 1,548 16 | Wisconsin 1,783 14
Missouri 981 18 | Wyoming 2,764 9
U.S. Total 118,249 Acres

Figure 4. GRP Rental Contracts, FY 2005-2010

Fiscal # of County(ies) Total Total
Year | Contracts Acreage | Allocation ($)
2005 16 Baker, Crook, Harney, Jefferson, Morrow, Sherman, 7,066 972,603
Willowa, Wasco
2006 0 - 0
2007 0 - 0
2008 0 - 0
2009 3 Wasco 8,084 1,697,640
2010 7 Baker 4,100 802,355
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The Oregon GRP program is exploring ways to become more strategic by leveraging resources through
partnerships with other land preservation and funding programs.’

Forest Legacy Program

The Forest Legacy Program (FLP) was established in the 1990 Farm Bill to protect environmentally
important forest lands that are threatened by conversion. It is administered by the USDA Forest Service
in partnership with the states, providing federal funding for conservation easements and fee simple
purchases. The program provides up to 75% of the cost of an acquisition, with the remaining funding (or
in-kind contributions) provided by non-federal sources. For a project to be eligible, it must have an
approved forest stewardship plan.

To participate in the FLP, states must prepare an assessment of need (AON) establishing "forest legacy
areas" and conservation goals and objectives. Goals can include preservation of wildlife, biodiversity,
habitat, water quality, wetlands, and riparian buffers. Oregon's AON was approved by the Secretary of
Agriculture in 2001.2 However, the Legislature prohibited participation in the program until it granted
authority in 2007.° The Oregon Department of Forestry is the agency responsible for managing the
program in partnership with the Forest Service. OWEB participates in the review of proposed projects.

State Total Acres Rank* | State Total Acres Rank*
Alabama 10,127 20 | Missouri 154 40
Alaska 4920 28 | Montana 170,749 3
Arizona 630 37 | Nevada 111 41
Arkansas 15,923 17 | New Hampshire 217,424 2
California 20,620 16 | New Jersey 5,498 27
Colorado 10,871 19 | New Mexico 7,706 22
Connecticut 8,052 21 | New York 135,820 4
Delaware 2,032 33 | North Carolina 6,696 25
Florida 4,742 29 | Ohio 436 39
Georgia 22,693 15 | Oregon 25 42
Hawaii 37,055 13 | Pennsylvania 2,956 32
Idaho 57,835 10 | Rhode Island 3,461 30
Illinois 493 38 | South Carolina 73,428 6
Indiana 7,301 24 | Tennessee 40,365 12
lowa 1,986 35 | Texas 13,636 18
Kentucky 3,144 31 | Utah 64,334 8
Maine 674,572 1| Vermont 67,768 7
Maryland 2,014 34 || Virginia 5,971 26
Massachusetts 7,641 23 | Washington 34,115 14
Michigan 120,548 5 | West Virginia 764 36
Minnesota 59,531 9 | Wisconsin 56,516 11
U.S. Total 1,982,821 Acres

’ Todd Peplin, NRCS, interviewed October 22, 2010.

8 Oregon Department of Forestry, Oregon Forest Legacy Program Assessment of Need, 2001.
http://www.oregon.gov/ODF/privateforests/docs/legacy/FinalAON.pdf

? Oregon Department of Forestry, Oregon’s Forest Resource Strategy, Federal Fiscal Years 2011 thru 2015, 2010.
http://www.oregon.gov/ODF/privateforests/docs/legacy/OregonForestLegacyProgramElements.pdf
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New England states have been especially successful in obtaining Forest Legacy Program funds (Figure 5),
in part due to the efforts of a network of nonprofit groups, including the Forest Society of Maine and the
New England Forestry Foundation, working with cooperating forest landowners and state and local
agencies. Oregon is a relatively new participant in the program. Of the 42 states participating, Oregon
currently ranks last in the total number of acres of closed projects. Projects approved for funding to
date are shown in Figure 6.

Figure 6. Forest Legacy Projects in Oregon

Project Year Approved Amount ($)
South Eugene Hills Phase | 2007 460,000
Skyline Forest 2009 1,500,000
Skyline Forest 2010 2,500,000
South Eugene Hills Phase Il proposed 1,075,000

Land trusts often act as an intermediary between landowners and state and federal partners. For
example, in Oregon the Deschutes Land Trust has been instrumental in acquiring FLP funding for the
Skyline Forest.

Other Farm Bill Programs
Other Farm Bill working land easement programs are summarized in Appendix .

Bonneville Power Administration

The Bonneville Power Administration (BPA) is a federal agency that markets wholesale electrical power
from federal hydro and other northwest power plants, operates and maintains a high-voltage
transmission network, and provides mitigation of the Federal Columbia River Power System’s impact on
fish and wildlife. As part of its mitigation efforts, BPA provides grants for fish and wildlife habitat
protection and restoration. "BPA’s fish and wildlife program protects and preserves valuable fish and
wildlife habitat throughout the Northwest. Since its inception in 1980, the program has set aside more
than 300,000 acres of land benefiting hundreds of species. The program protects habitat from
development either through outright purchase of land or by purchasing conservation easements on
privately owned property. BPA works in partnership with conservation groups, local tribes and state fish
and wildlife management agencies."'® Recent BPA acquisition grants in Oregon are summarized in
Figure 7.

% Bonneville Power Administration, BPA funds habitat acquisition in Willamette Valley. August 2010.
http://www.bpa.gov/corporate/pubs/fact_sheets/10fs/Yamhill-Oaks FACTSHEET8-25-10.pdf
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Project Acres Partner Wf;:;ng anwdf:g Year
Big Island 92 | McKenzie River Trust 2010
Green Island 58 | McKenzie River Trust v 2009
Yamhill Oaks Conservation Area 313 | The Nature Conservancy v 2009
Tualatin National Wildlife Refuge 142.5 | US Fish and Wildlife 2009
Buena Vista Conservation Easement 120 | Greenbelt Land Trust 2009
Willow Creek Conservation Easement 10 | The Nature Conservancy 2009
Little Willamette Conservation Easement 198 | Greenbelt Land Trust 2009
Basket Butte Conservation Easement 152 | The Nature Conservancy 2009
Yamhill Oaks Conservation Easement 272 | The Nature Conservancy v 2008
Eola Hills Conservation Easement (Zena) 331 | Trust For Public Land, ODFW v 2008
Lone Star Ranch Conservation Easement 199 | Greenbelt Land Trust v 2008
Zena Timber Conservation Easement 1466 | Trust For Public Land, ODFW v 2007
Coburg Hills Conservation Easement 1244 | The Nature Conservancy 2007

Zena Timber Property
Conservation Easement

In 2007, BPA provided funding to the Trust for Public Land (TPL) to acquire a
conservation easement on the 1600-acre Zena Timber property, located in the Eola
Hills in the central Willamette Valley. TPL acquired the property in fee, developed
a conservation easement and long-term management plan, and sold 300 acres of

the property to Willamette University and the remaining acreage back to the
original owners. The conservation easement protects habitat for priority plant and
animal species and allows sustainable forestry practices under FSC guidelines.
Willamette University will use the property for educational purposes and plans a
restoration project with the help of funding from OWEB, awarded in 2010. The
Zena property has served as a sustainable forestry model for small woodland
owners in the Willamette basin.
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Il. CONSERVATION EASEMENT FUNDING PROGRAMS IN OTHER STATES

Programs in Colorado, Maryland, and Washington were evaluated. In addition to looking at web-based
information such as strategic plans, grant program descriptions and evaluation criteria, the director of
each program was interviewed, as was the appropriate staff person in the state's NRCS office, the state's
Forest Legacy Program coordinator, and at least one land trust that was a recipient of the state funding.
Detailed reports on each state with a list of contacts can be found in Appendix II-IV.

State easement programs were selected for evaluation based on program longevity, the framework of
state land use laws, innovative approaches to financing and landowner incentives, focus on farm or
forest lands, existence of an over-arching state working land preservation strategy, and the degree of
participation in federal funding programs.

Colorado

Greater Outdoors Colorado (GOCO) was established by the state’s voters in 1992. Like Oregon, the
program's funding comes from the state lottery. GOCO's Open Space Program provides about eight
million dollars a year for protection of open space and natural

areas of statewide significance. About 85% of the acquisitions "While the protection of agricultural
are conservation easements. land is not part of GOCO’s

constitutional charge, many of these
Colorado has one of the first agricultural land trusts in the lands contain the wildlife habitat,
country formed by mainstream producers—the Colorado scenic  view  corridors, and/or

Cattlemen's Agricultural Land Trust—created in 1995. community separators that GOCO is
charged with protecting. Agricultural

landowners will be a key partner in
developing and achieving any land
and water conservation goals as
GOCO works to accomplish its land
protection mission." (GOCO 2010
The Open Space Program is more opportunistic than strategic, Strategic Plan)

depending on local entities to submit high priority and high
quality projects. GOCO's staff evaluates the applications based on established criteria. The staff
coordinates with the state NRCS office to see if projects could benefit from and would qualify for joint

funding through the FRPP.

Colorado is also one of 15 states in the country™ that offer a
state income tax credit for donated easements. Credits are
transferrable, and can be sold to another Colorado taxpayer.

Maryland
Maryland has three state programs that provide for acquisition of working land easements:

e Maryland Environmental Trust, established by the General Assembly in 1967, protects
agricultural, forest, and natural resource land through voluntary donation of conservation
easements. The Trust is administered by the Department of Natural Resources.

e Rural Legacy Program, established as part of Maryland's Smart Growth legislation in 1997,
provides funding to acquire conservation easements for agricultural, forest and natural areas

1 Arkansas, California, Colorado, Connecticut, Delaware, Georgia, lowa, Maryland, Massachusetts, Mississippi,
New Mexico, New York, North Carolina, South Carolina, and Virginia.
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subject to development pressure, and fee interests in open space where public access and use is
needed. The program is part of the state's Department of Natural Resources.

e Maryland Agricultural Land Preservation Foundation (MALPF) was established in 1977 by the
Maryland General Assembly. The Foundation is part of the Maryland Department of
Agriculture. It purchased its first conservation easement in 1980.

Appendix Il primarily addresses MALPF, since MALPF's focus is specifically on conservation of working
land. As of January 1, 2009, MALPF easements had resulted in preservation of 275,000 acres. Of that,
77,000 acres (28%) were forested (MALPF treats forest land in the same manner as farmland). Funding
comes from the state's real estate transfer tax—a tax assessed on all real estate property transfers—and
a portion of the agriculture transfer tax, which is collected when farmland is sold and converted to
another land use. FY2009 funding was approximately $25 million.

Maryland pioneered an innovative conservation easement financing mechanism utilizing an installment
purchase agreement (IPA) and zero coupon bonds. This provides a revenue stream to the landowner
over a period of 20 to 30 years and a way for the governmental entity funding the easement to avoid
restrictions related to debt limit. Maryland also offers an income tax credit for donated easements.

Maryland has an overall state agricultural policy, A Statewide Plan for Agricultural Policy and Resource
Management, prepared by the Maryland Agricultural Commission in 2006. This policy provides an
overall policy framework for the state's working land preservation programs.

MALPF's coordination with other state programs seems to be problematic due to the programs residing
in different agencies. In the past, MALPF has been at odds with NRCS over easement valuation,
inclusion of forest land and other issues.

Evaluation of grant applications to MALPF occurs at the county level by volunteer committees. MALPF
allocates funding across counties by formula. State staff members are primarily involved in setting
policy, supporting the MALPF board, and addressing legal disputes and litigation.

Rather than using the traditional "before and after" appraisal method, MALPF computes the value of an
easement by subtracting the property's agricultural production value from its fair market value without
the easement. The agricultural production value is determined by staff using a formula that includes
land rent based on the soil productivity or the five-year average cash rent in the county.

Washington

The Washington Recreation and Conservation Office (RCO) administers a number of grant programs for
salmon recovery and wildlife habitat restoration and protection and a program specifically for farmland
preservation. The Farmland Preservation Program (FPP) was established by the legislature in 2005 as an
amendment to the Washington Wildlife and Recreation Program, originally established in 1989. Funding
is from the sale of tax-exempt general obligation bonds authorized by the legislature in the biennial
capital budget. The FPP received about $6 million for the 2009-11 biennium.

At the state level, the FPP is more opportunistic than strategic. A state committee of volunteer farmers
and agency representatives ranks applications submitted by cities, counties and non-profit organizations
around the state. Grant applications can receive up to 22 points out of a possible 133 points for
preservation of ecological values.
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Washington does not have an over-arching agricultural policy and state agencies involved in
preservation of farmland, farming and farmers are poorly coordinated. However, coordination between
the RCO and the state NRCS office is fairly effective, and FRPP funds often serve as the match for FPP
grants.

The FPP requires grant recipients to use a very detailed and specific model easement, but allows some
variation to reflect landowner needs and unique conditions on each parcel.

Observations of State Programs
Figure 8 provides a summary of the three state funding programs evaluated.

Two fundamentally different approaches were used by the states to evaluate grant applications.
Colorado and the Washington Wildlife and Recreation Program (including the FPP) establish eligibility
and evaluation criteria and evaluate projects at the state level. The distribution of funding around the
state depends on which projects score the highest in the evaluation process. Maryland and the
Washington Salmon Recovery Funding Board establish eligibility criteria and evaluation guidelines at the
state level but depend on local entities to evaluate proposals. The distribution of funding across the
state is predetermined by formula.

The effectiveness of coordination with other funding entities—both federal and state—also differed.
Colorado appears to have good communication with NRCS, as does Washington State. Maryland was
having a more difficult time cooperating with NRCS due to a number of issues, including appraisal
methodology. Coordination with state programs seemed to be a problem in Maryland, cited as resulting
from the programs being administered in different state agencies. In Washington, the coordination
between WWRP and SRFB programs is excellent, due primarily to being administered by the same
agency and sharing of policy staff. However, coordination with other state agency easement and
farmland preservation programs has been problematic.

It is difficult to compare state grant program staffing levels due to very different agency roles and
approaches to grant-making. Maryland, the oldest program evaluated, depends on county-level
committees to solicit and evaluate grant applications. State-level staff are primarily involved in
supporting the Board in policy and rule making and resolving legal issues, including appeals, legal
disputes, and litigation related to non-compliance—a growing need as easement programs are in place
for longer periods of time. Colorado has three staff members that carry out the entire grant-making
process. The Washington State Farmland Preservation Program, the newest of the three programs
evaluated, depends on grant managers, fiscal and policy staff, averaging 0.5 FTE over the biennium.

The Colorado Open Space Program is funded by a portion of lottery revenues that are dedicated
(although capped by an inflation-based formula) to the Greater Outdoors Colorado program. Maryland
receives real estate transfer tax and agriculture transfer tax revenues. Washington depends on a
legislative appropriation of general obligation bond funds in the biennial capital budget. Use of these
tax-exempt bonds has resulted in some problems due to federal constraints on use of revenues
generated by the protected properties (for example, from grazing leases or sale of mitigation credits).

All three states grant a property tax reduction for lands with conservation easements. Colorado and
Maryland also grant an income tax credit for donated easements.

Maryland was the only state with a state-level strategy to preserve agricultural land and agriculture.
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Figure 8. Summary of State Land Preservation Funding Programs

legal disputes

Colorado Maryland Washington
Open Space Program MALPF FPP
Year founded 1992 1977 2005
Approach to evaluation State Level County Level State Level
Statewide fund - .
e Competitive Formula Competitive
distribution
Coordination with federal Good Fair Good
programs
Staffing 3 FTE 7.5 FTE S FTE
Board rules and policy;
Staff role All aspects of program All aspects of program

Fund source

Lottery

Real estate transfer tax;
agriculture transfer tax

Tax-exempt general
obligation bonds

Average annual funding
level

S8 million

$25 million

S3 million

Incentives

Property tax reduction;
Income tax credit

Property tax reduction;
Income tax credit;
installment payments

Property tax reduction

Statewide agriculture
policy or strategy

No

Yes

No
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lll. CONSERVATION EASEMENT ACQUISITION PROGRAMS IN OREGON

Seven Oregon Land Trusts were reviewed and evaluated using web-based documents such as strategic
and conservation plans, newsletters and project descriptions. In addition, the executive director or
conservation director of each organization was interviewed. Detailed reports on each land trust can be
found in Appendix V-XI. Figure 9 provides a summary of findings.

Land Trust Missions, Goals, Objectives

The missions, goals and objectives of the Oregon land trusts differ, as do the strategic approaches to
achieving their goals and objectives. All seven have acquired conservation easements on working land,
but for a variety of reasons, including: preservi