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Overview

The Department of Agriculture, Trade and
Consumer Protection (DATCP) administers a
program under s. 93.73, Stats., to purchase
agricultural conservation easements from
willing landowners (the PACE program).
DATCP administers the PACE program in
cooperation with local governments and
qualified nonprofit conservation organizations
(cooperating entities). Cooperating entities
apply to DATCP for funding to help purchase
a proposed easement. If DATCP approves of
a project, the Department may pay up to 50%
of the fair market value of the easement along
with reasonable transaction costs related to the
easement purchase.

PACE easements are designed to protect tracts
of working agricultural land from non-
agricultural development. A PACE easement
does not mandate a specific land use, but
instead prohibits development that would
make the land unavailable or unsuitable for
agricultural use. The landowner retains
ownership and control of the land, subject to
the development restrictions imposed by the
easement. The recorded easement runs with
the land and is binding on subsequent
landowners. The agricultural use of the land is
protected yet it remains in private ownership
and on the local property tax rolls.

In some cases, this perpetual restriction may
make it easier for farmers to transfer their
operations to the next generation or to sell
their land to other farmers. By limiting
nonfarm development land values, purchases
can be completed based on agricultural value,
instead of competing with commercial or

residential values. Farmers may be able to
purchase land at a lower cost that makes
continued farming more feasible. In certain
cases, the easement may make sale more
difficult. Agricultural conservation easements
typically limit land division allowed on an
encumbered property. Currently, a PACE
easement only allows land division, or
separation for sale, if a landowner receives
prior written approval from the easement
holders (the state and the local cooperating
entity). This is intended to ensure protected
land remains at an acreage that will be
agriculturally viable and also reduces the cost
and complexity of perpetual monitoring and
enforcement by the easement holders. The
United States Department of Agriculture-
Natural Resource Conservation Service’s
(USDA-NRCS) Farm and Ranch Lands
Protection Program (FRPP) implements a
similar restriction, only allowing land
divisions if each remaining parcel is equal to
or greater than the average farm size in the
county.

The PACE program is only one of the tools
available under the state’s farmland
preservation program for protecting and
preserving farmland including a suite of land
use tools; county farmland preservation
planning, and farmland preservation tax
credits available through farmland
preservation zoning and farmland preservation
agreements in Agricultural Enterprise Areas.

Discussing the PACE program with landowners and partners




Protected farmland in Waupaca County

As a particularly effective and relatively
expensive tool, a PACE easement cannot and
should not be used in isolation. Agricultural
lands, and specifically prime agricultural soils,
are finite natural resources. Their preservation
requires the strategic utilization of all
available land use tools. As such, the
easement program is meant to be employed in
conjunction with other local preservation
efforts to help anchor and enhance specific
areas of agricultural land.  Indeed, an
applicant cannot apply for PACE funding
unless the land is located in an officially
designated county farmland preservation area.
In addition, the PACE ranking criteria awards
points for those proposed projects that are
located in Agricultural Enterprise Areas —
areas that are locally identified as important
for agricultural preservation.

While easement proceeds directly benefit
landowners participating in the program, local
communities and neighboring farms also
benefit indirectly from protected farmland.
Proceeds from an easement can act as a
catalyst for local economic development,
fostering the ability to add employment
opportunities on the farm and consequently
bringing added spending dollars into a
community. Money received from an
easement purchase is also reinvested into the
local community through purchases of goods
and services from local agricultural
businesses. Neighboring farms also benefit

from the added certainty that an easement
provides, knowing a neighbor’s land will
remain available for agricultural use in
perpetuity. If a farm is to remain in
agricultural use, neighboring farmers gain
confidence that reinvestment in their
agricultural operation will not be in vain. Non
-agricultural development on one farm
invariably threatens the continued viability of
nearby farm operations in the community:
neighboring incompatible uses often cause the
elimination of farmland through a domino-
effect of non-agricultural development.

There are additional benefits to protecting
farmland through an easement program
beyond injecting added capital into a local
economy. Removing development potential
from farmland generally reduces the future
market value of the land, which can help
facilitate farm transfers between generations
and between agricultural operations. This can
help ensure that a sufficient supply of land is
available for farmers to purchase and farm.
Easements also help to maintain the rural
character and scenic qualities of a town, which
helps sustain a chosen lifestyle and can attract
tourists seeking a break from urban spaces.
The added protection also provides many
environmental benefits such as flood water
retention and protection from non-agricultural
water pollution.'

Prior to the passage of 2011 WI Act 32 (2011-
2013 State Budget), the PACE program
accepted two rounds of applications. In 2010,
the PACE program received 36 applications
from 13 cooperating entities covering 9,400
acres of farmland. In 2011, the PACE
program received 40 applications from 15
cooperating entities covering over 11,000
acres of farmland. Under Act 32, the State
funded only those projects preliminarily
approved in the 2010 application year with
funding from the Knowles-Nelson
Stewardship Fund.

' These benefits and others can be found in the report “Community Benefits and Costs of Purchase of Agricultural Conservation
Easements” prepared by American Farmland Trust. The executive summary of this report is attached as Appendix A.



Protected farmland in Jefferson County

This report is based on the experiences of the
Department,  cooperating entities, and
landowners that participated in the 2010
PACE process as well as feedback from
various stakeholders interested in the program.
The report details the program process from
application to closing and reimbursement.

Overall, participants in the program found the
experience  worthwhile and important.
Though some modifications of the program
might enhance the effectiveness of the
easements at preserving farmland, most
respondents pointed to the potential that the
program could have to both protect farmland
and create financial opportunities for farmers
across the state. Participants acknowledged
that the program could have a positive
economic impact on the state by fostering the
growth of farm businesses and by creating job
opportunities. One landowner noted the
program made it possible to hire an additional
on-farm employee, which otherwise would
have been extremely difficult to do.

To date, landowners have used PACE
proceeds in a variety of ways that directly
benefitted the farm operation or reduced
financial burdens.

o Six landowners used easement proceeds to
purchase additional farmland, either to
expand their farm operation or to serve as
a buffer separating the farm from future
development.

e Some landowners were able to utilize the
easement proceeds for a tax-deferred real
estate exchange, also known as a 1031 like
-kind exchange, which allows landowners
to qualify for deferred capital gain
treatment.

o Five landowners paid down debt.

e Two landowners gave a small percentage
of the purchase price to the local non-
profit responsible for handling the cost-
shares of the easements.

e One landowner expanded the farm
operation by installing an on-farm grain
storage facility by constructing a new
28,000 bushel grain bin and hiring an
additional employee.

e Some landowners that donated a portion of
the easement value may also receive a
federal income tax benefit for making a
charitable contribution.

Because an easement can have such a pivotal
impact on a local community, the PACE
program should select participants that are
committed to reinvesting in the local
agricultural economy and maintaining
functional agricultural operations as well as
preserving the land itself for future farmers.

Protected farmstead in Jefferson County




Application Process

To apply for participation in the program in
2010 and 2011, the cooperating entity (a local
government or nonprofit organization) submit-
ted an application on behalf of the landowner(s)
that included the following statutory require-
ments:

o Identifying information for the cooperating
entity, including information showing that
the cooperating entity is qualified to co-
hold, monitor, and enforce the easement.

e A description of the land that would be sub-
ject to the easement.

e The name and address of each owner of
land that would be subject to the proposed
easement.

e Evidence that the named owners are all
willing to convey the easement.

e An indication of the cooperating entity’s
willingness to arrange the purchase of the
easement under the terms of the program as
well as a willingness to share in the pur-
chase costs, subject to reimbursement of the
department’s agreed upon share of the costs.

e The purpose of and rationale for the pro-
posed easement.

Generally, applicants found the application pro-
cess necessary and thorough. Many agreed that
a significant vetting process was critical in or-
der to protect the public’s investment and to
ensure that appropriate projects were selected.

Application Evaluation

As required by state law, DATCP staff consult-
ed with a 17 member PACE Advisory Council
regarding administration of the program and
development of criteria for the program. PACE
Advisory Council members are appointed by
the DATCP Secretary for 1, 2, and 3 year terms
and represent various stakeholder interests and
regions of the state. Council members assist
with program development, recommend guid-
ance for funding distribution, and provide a liai-
son role between the Department, local govern-
ment, land trusts, landowners and other part-
ners.

State statutes also require that all land subject to
a proposed easement be located in a farmland
preservation area as designated by the farmland
preservation plan for the county in which the
land is located. Easement purchases also must
serve a public purpose.




In order to determine whether an easement
would meet this second requirement, the fol-
lowing factors were considered:

e The extent to which the proposed easement
would conserve important or unique agri-
cultural resources, such as prime soils and
soil resources that are unique or of state-
wide importance.

e The value of the proposed easement in pre-
serving or enhancing agricultural produc-
tion capacity in Wisconsin.

e The extent to which the proposed easement
would be consistent with local land use
plans and zoning ordinances, including cer-
tified farmland preservation plans and farm-
land preservation zoning ordinances.

e The extent to which the proposed easement
would enhance a state-designated agricul-
tural enterprise area.

e The availability, practicality, and effective-
ness of other methods to preserve the land
that would be subject to the easement.

e The likelihood that the land would be con-
verted to nonagricultural use if not protect-
ed by the proposed easement.

e The proximity of the land that would be
subject to the proposed easement to other
land that is protected for agricultural or con-
servation use and the extent to which the
proposed easement would enhance that pro-
tection.

o The importance of the proposed easement in
protecting or enhancing the waters of the
state or other public assets.

e The likely cost-effectiveness of the pro-
posed easement in preserving land for agri-
cultural use.

o The apparent willingness of each landowner
to convey the proposed easement.

Eligibility criteria were established to identify
projects that met minimum standards for the
program. Ranking criteria were also developed
to score and rank the applications that were
deemed eligible for the program. The ranking
criteria attempted to acknowledge certain char-
acteristics of the property, including the devel-
opment pressures on a piece of land, noting dis-
tances from other preserved lands, municipali-
ties, sewer districts, and highway interchanges.
The main goal of the ranking criteria was to
identify those farms that would benefit from
added protection yet would remain viable for
agriculture in the future.

After 2010 applications were scored, ranked,
and preliminarily approved, the Department, in
conjunction with the PACE Advisory Council,
revised the ranking criteria to evaluate and re-
distribute points in the ranking system for those
applications received in 2011. Some concerns
identified from the 2010 ranking process, such
as the placement of easements, level of devel-
opment pressure, and weight given to certain
ranking categories, were addressed through the
ranking criteria update for 2011 applications.
However, because 2011 projects were not pre-
liminarily approved or subsequently funded, the
results of the updates to the criteria could not be
seen through easement implementation. If the
PACE program were to continue to accept ap-
plications, the ranking criteria, and potentially
eligibility criteria, would be adjusted again to
reflect current program goals and priorities.

Some stakeholders expressed concern that,
while consistent with county farmland preserva-
tion plans, the protected properties could have
been more strategically placed to avoid the ap-
pearance of a seeming ‘“‘shotgun” or random
approach. Strategic placement of the easements
would increase the impact of the protection on
surrounding farmland. Such strategic placement
could be achieved by utilizing some degree of



subjectivity in evaluating the easement pro-
posals. More importantly, however, identifying
more appropriate locations for easements may
hinge on placing an added emphasis on compre-
hensive, locally designated PACE areas. In ad-
dition to the county-designated farmland preser-
vation plan area, local governments at either the
town or county level should be required to iden-
tify target areas where easements would be the
most appropriate. These target areas should
correctly categorize the land base and soils that
are important for agricultural production while
referencing all relevant land use plans (beyond
just the farmland preservation plan). In addi-
tion, a well-designed local program should
acknowledge development pressures from sur-
rounding municipalities by including boundary
or development agreements with neighboring
local governments. Giving priority to potential
PACE properties located in such targeted areas
would encourage local governments to evaluate
which lands it wished to preserve and would
foster community support by requiring land-
owner input and feedback.

Some well-designed local PACE programs al-
ready exist in Wisconsin. For example, Rock
County, through an ad-hoc committee, devel-
oped the Rock County PACE program during
2009-2011. The development of this program
resulted in the development of a local vision
and the establishment of goals, eligibility and
ranking criteria. The program developed a land
evaluation and site assessment system as well
as a program manual outlining program policies
and procedures. These extensive planning and
program development efforts involved public

input to reflect the expertise, perspective, and
opinions of all affected parties. Because of the-
se efforts, areas suitable for permanent ease-
ments are clearly identified and have been thor-
oughly vetted at the local level. Anecdotal evi-
dence has suggested that many other such pro-
grams would develop around the state if some
level of funding were available. For example, in
Dane County, the Town of Montrose formed a
PDR committee, notified landowners, and solic-
ited applications in preparation for the newly
formed state PACE program. The Town of
Windsor also solicited applications in anticipa-
tion of state PACE funding, receiving 21 appli-
cations from landowners in the town. Other lo-
cal programs in Jefferson County, Ozaukee
County, and Calumet County are in various
stages of development as well.

The ranking criteria could be amended to give
greater consideration to those applications
where the state’s share of the purchase price is
less than 50% or the purchase uses multiple
funding sources, including local investment of
dollars, private funds, and landowner donation.
This would lessen the cost burden on the state
as well as solidify local and landowner commit-
ment to pursuing permanent protection of the
land.

Discontinuing the reimbursement of transaction
costs would also help alleviate some financial
burden on the state. Local cooperating entities
could require landowners to contribute to trans-
action costs, which may prevent the submission
of applications on behalf of property owners
who lack the intention of following through
with a signed contract.

Application Evaluation Recommendations:

e DATCP should place a higher priority on PACE projects located in easement areas stra-
tegically targeted by local governments, in addition to identification in the county farm-

land preservation plan.

e DATCP should place a higher priority on PACE projects that require a state contribu-
tion of less than 50 percent of the easement purchase price.

o Discontinue reimbursement of transaction costs for easement purchase to cooperating

entities.




Preliminary Approval

After DATCP has reviewed, ranked, and pre-
sented PACE applications to the PACE Adviso-
ry Council for recommendation, the Depart-
ment selects projects and gives written prelimi-
nary approval to those applicants. Before the
easement purchase can proceed, the cooperating
entity must provide the following information
to the Department:

e A copy of the proposed instrument for con-
veying the easement

e A professional appraisal of the proposed
easement, other than an appraisal obtained
by an owner of the land that would be sub-
ject to the proposed easement. If the fair
market value of the proposed easement is
estimated to be more than $350,000, the De-
partment must obtain its own independent
appraisal. If an independent appraisal is
required, department policy also requires
that each appraisal is reviewed by a profes-
sional appraisal reviewer to determine the
final fair market value of the easement.

e A statement of the purchase cost of the
easement.

e An estimate of the transaction costs that the
cooperating entity will incur in connection
with the purchase of the proposed easement.

e The record of a complete search of title rec-
ords that verifies ownership of the land that
would be subject to the proposed easement.
This title search identifies any potentially
conflicting property interests, including any
liens, mortgages, easements or reservations
of mineral rights.

e Documentation showing to the satisfaction
of the Department that any material title de-
fects will be eliminated and any materially
conflicting property interests will be elimi-
nated or subordinated to the proposed ease-
ment.

This was by far the most time consuming phase
of the PACE process. Requiring some of the

above information when the application is sub-
mitted could increase administrative efficiency.
In particular, a title search should be required
with the application. This would ensure that the
Department and the cooperating entity would
not spend time working on an easement project
that ultimately would become ineligible due to
a clouded title that could not be cleared. This
would also give the cooperating entity and
property owner additional time to resolve any
problems with the property’s title well before
closing. A site visit to the property should also
be conducted by DATCP staff promptly after
preliminary approval to determine if any addi-
tional issues exist on the property that would
jeopardize the conservation easement.

Other information that should be required at the
time of application include a confirmed bound-
ary of the easement, a legal description of the
property to be encumbered, and the number of
building rights that the landowner plans to re-
tain. Occasionally landowners chose not to cov-
er all of their land with the easement or chose to
retain limited building rights for later develop-
ment. These decisions were not revealed until
after the application had been approved. Be-
cause the boundary and the number of available
building rights affects the appraised value of the
farmland, these after-the-fact decisions created
delays in the appraisal process as the exact
boundaries and acreage were established. Pro-
fessional surveys need not be completed at the
time of application; however, the cooperating
entity should be required to indicate whether or
not a survey will be necessary so that the De-
partment can obtain the survey as soon as an
application is preliminarily approved. If the ex-
act location of the easement boundary as well
as the number of encumbered acres were set at
the time of application with no subsequent op-
portunity for alteration, the Department could
provide appraisers with the necessary infor-
mation up front, greatly speeding up the ap-
praisal process.



The availability of document templates and re-
quirements to cooperating entities will also in-
crease efficiency of the process. Because the
program is no longer new, many of these mate-
rials have been developed and applicants no
longer need to wait to review drafts, as was the
case with the 2010 projects. Future cooperating
entities and potential participants can enter into
the easement process with sufficient notice of
program demands.

According to s. 93.73 (6d), Wis. Stats, the De-
partment is required to obtain its own, inde-
pendent appraisal if the fair market value of the
proposed easement is estimated to be more than
$350,000. This requirement caused some delay
during completion of easement projects.

Participants in the 2010 projects questioned the
necessity of requiring two appraisals. Though it
is important to assure the public that the value
of an easement is legitimate, particularly when
the amount is very high, the appraisals fre-
quently resulted in significantly different
amounts, inevitably impacting landowner ex-
pectations and raising questions about the accu-
racy of the appraisals. A simpler and perhaps
more effective approach could be to require one
appraisal and one review appraiser. Where the
applicant is utilizing FRPP funds, DATCP
should continue to accept FRPP’s reviews ra-
ther than requiring a separate reviewer.

Preliminary Approval Recommendations:

Require a title search at time of application instead of after preliminary approval

Require a confirmed boundary of easement, legal description of property, and number of
retained building rights at time of application instead of after preliminary approval.

Require a site visit by DATCP staff to the property promptly after preliminary approval.

Require the cooperating entity indicate if a certified survey is needed at time of application

instead of after preliminary approval.

Evaluate the advantage of requiring only one appraisal and one review appraisal.

PACE farm in lowa County
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PACE farm in Dane County




Contract with Cooperating Entity

Once DATCP determines that the necessary
documentation has been submitted, the Depart-
ment may enter into a contract with the cooper-
ating entity. This contract authorizes the coop-
erating entity to purchase the easement on be-
half of DATCP and the cooperating entity as co
-holders of the easement (subject to certain
terms included in the contract). The document
also commits DATCP to reimbursing the coop-
erating entity for the Department’s share of the
purchase cost after the easement is recorded and
clouds on title have been removed. The cooper-
ating entity must pay the full purchase cost and
transaction costs related to the purchase of the
proposed easement up front and the Department
reimburses the cooperating entity according to
the PACE program transaction costs policy.

Some participants felt that this contract should
be signed at the time of the application. Parts of
the contract were a surprise to some cooperat-
ing entities that felt the terms should have been
apparent from the beginning of the easement
process. There were also concerns about esti-
mating transaction costs in the contract even
though these costs could later change. One way
to reconcile some of the complications in this
step would be to alert the contracting entity to
the requirements in the contract and either re-
quire the cooperating entity to sign a memoran-
dum of understanding to acknowledge the terms
of the contract when submitting an application.

Contract with Cooperating Entity Recommendations:

¢ Require a memorandum of understanding between DATCP and cooperating entity at time

of application.

Protected farmstead in Columbia County
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Discussing the PACE program with landowners and partners

Finalizing Easement Agreement

When all parties have agreed on the easement
terms and purchase price, the landowner signs a
legal document that creates the permanent ease-
ment. DATCP and the cooperating entity are
designated as easement co-holders and sign the
document, effectively accepting the easement.
The cooperating entity then records the ease-
ment with the register of deeds for the county in
which the land is located.

Reimbursement

After the cooperating entity has provided a
copy of the recorded easement and submits
proof that any material title defects and con-
flicting property interests have been eliminated
or subordinated, the Department reimburses the
cooperating entity for the agreed upon portion
of the purchase and transaction costs. This part
of the process created difficulties for some co-
operating entities. It was financially burden-
some for cooperating entities to cover DA-
TCP’s share of the purchase price and wait for
reimbursement.

Tour of protected PACE property in Columbia County

Some entities had to obtain a short term bridge
loan to provide funds for the purchase price.
For small non-profit organizations, obtaining a
bridge loan for an easement can be difficult be-
cause of a lack of collateral. Another cooperat-
ing entity pointed out that incurring interest on
a loan is counterproductive to any easement
program.

To ease this burden, DATCP recommends us-
ing an escrow holder, similar to the process that
Department of Natural Resources uses for ad-
ministering grants under the Knowles-Nelson
Stewardship program. DATCP would issue a
check to an escrow holder who would ensure
that the easement had been recorded (and other
specified conditions were satisfied) before re-
leasing the easement payment. This would also
enable all of the funds to be available at clos-
ing, which could then be distributed to debtors,
landowners, or any other parties with an interest
in the proceeds.

Reimbursement Recommendations:

o Allow escrow closings as an option for easement payment distribution

12




Special Circumstances

Working with NRCS/FRPP

The USDA-NRCS FRPP program provided
matching funding for many of the 2010 PACE
easements. Some cooperating entities felt that
coordinating with both a state and federal pro-
gram was difficult and repetitive. Involving ad-
ditional parties in the easement process invaria-
bly makes things more complicated. To allevi-
ate some of the complication, the cooperating
entity must take the lead role in communicating
with both NRCS and the landowner.

Altering the chronology of certain steps in the
process would alleviate complications as well.
NRCS requires appraisals at the time of appli-
cation and mandates that the appraisal be less
than a year old at closing. Because NRCS has a
continuous application period for FRPP, an ap-
plicant can apply to PACE first before applying
to NRCS. When the cooperating entity has an
appraisal completed for PACE, the cooperating
entity could then use that same appraisal in its
FRPP application. DATCP would also have re-
viewed the proposed easement document, title
issues, and legal description, which the cooper-
ating entity could include in its FRPP applica-
tion.

Since its inception, one of the implied goals of
the PACE program was to leverage federal
funds to preserve farmland. However, some re-
spondents suggested that the state could devel-
op a grant program similar to FRPP instead of
maintaining the current program, arguing that
such a program would decrease the state’s

administrative costs and relieve the department
of some responsibilities, including co-holding
the easement intentions of the program, it
would require additional study and investiga-
tion into the merits of the move.

Such a move would require a complete over-
haul of the statutes and prevent the state from
having any control over monitoring and en-
forcement of the easements. Because this sug-
gestion differs so significantly from the current

Review by Joint Finance Committee

If the Department’s share of the purchase and
transaction costs exceeds $750,000, the Depart-
ment must notify the Joint Committee on Fi-
nance in writing of the proposal. If the co-
chairpersons of the committee do not notify the
Department within 14 days after the date of the
Department’s notification that the committee
has scheduled a meeting to review the proposal,
the Department may enter into the contract. If
the co-chairpersons schedule a meeting within
those 14 days, the Department may only enter
into the easement contract after receiving ap-
proval from the committee. A proposal is ap-
proved unless a majority of the committee
members in attendance vote to modify or deny
the proposal.

NRCS-FRPP Coordination Recommendations:

e Require cooperating entity to first apply to state PACE program and then to NRCS-FRPP
(where applicable), using the same appraisal for both applications.
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Prior to 2011 Wisconsin Act 32, the state was
authorized under s. 20.866(2)(wg), Wis. Stats.,
to issue up to $12 million in general obligation
bonds to fund the purchase of PACE easements.
This was financed by an equivalent reduction in
unused bonding authority for the Conservation
Reserve Enhancement Program (CREP). Under
the prior budget, CREP funds could have been
enhanced by the conversion fee, an amount col-
lected for rezoning land out of a certified farm-
land preservation district, (s. 91.49(1), 2009
Wis. Stats.). The rezoning conversion fee im-
plemented as part of the previous budget was
removed in 2011 Wisconsin Act 32. Some par-
ticipants felt that this funding source was appro-
priate for PACE purchases, in effect channeling
resources away from lands that had benefitted
from and then been removed from the Farmland
Preservation Program to farmland needing add-
ed protection. To fund the preliminarily ap-
proved projects from 2010, Wisconsin Act 32
provided a one-time appropriation in general
obligation bond funds from the Wisconsin
DNR’s Knowles-Nelson Stewardship program.

Most participants and stakeholders felt that
some state funding is necessary to help sustain
the PACE program, especially while the pro-
gram is in its infancy. State funding allowed
some local governments to apply to PACE on
behalf of landowners that were willing to do-
nate 50 percent of the easement value and ac-
cept payment via state funding for the remain-
ing 50 percent. Without state funding, the local
government may not have been able to com-
plete the easement purchases. Though able to
appropriately identify lands eligible for protec-
tion, many local governments also lacked ade-
quate seed money to initiate such a program on
their own. Stakeholders did, however, express
the need for local funding to demonstrate that a
local PACE program would be capable of co-

14

holding an easement. Respondents agreed that
any funding sources used should have a logical
connection to the preservation of farmland.

Payment Options

The combination of enabling local governments
to collect money specifically for PACE purpos-
es along with the local governments’ added role
in identifying appropriate locations for the
placement of easements within their borders
could serve to more strategically place the pro-
tections at a lower cost to the state. In addition,
added local support could help ensure the lon-
gevity and agricultural benefits of land protec-
tion. The state could help encourage and sup-
port local initiatives by providing sample docu-
ments, model processes, and best practices.

To limit the cost impact of issuing one-time
lump sum payments, the program could shift to
other payment options such as annuities or in-
stallment purchase agreements. Installment pur-
chase agreements spread out payments so that
landowners receive an annuity over a term of
years (typically 20 to 30). Landowners could
sell or securitize the agreement at any point to
realize the outstanding principal. Payments is-
sued over time could decrease the amount that
the state would pay out in one year and enable
the state to use accumulated and future dedicat-
ed revenues to protect land while it is still avail-
able and relatively affordable. If this is consid-
ered, further investigation in the potential costs
of issuing installment payments for easement
purchases is needed.

The Department also received comments sug-
gesting the program purchase temporary, or
short term conservation easements in lieu of
permanent conservation easements to reduce
the cost of the program. Appendix D, provided
by Dr. Bruce Jones of the University of Wis-
consin-Madison, contains more information ex-
ploring this idea and others. The existing farm-
land preservation program, through Agricultural
Enterprise Areas, does include an alternative for
15 year farmland preservation agreements that
cost the state approximately $75 per acre over
the 15 year agreement period.



Maximizing Local and Federal dollars a portion of the easement value, the
cooperating entity must obligate a minimum
of 25% of the purchase price, in cash. FRPP
then provides a maximum of 50% of the
negotiated purchase price. The purchase price
is consequently defined as the fair market
value of the easement minus the landowner’s
contribution. As a result, if a landowner
donates 50 percent of the easement value,
FRPP will pay for up to 50 percent of the
remaining easement value (25 percent). Such
an approach could be taken with the PACE
program. This would enable the Department
to combine landowner donation, local
funding, state funding, and federal funding to
maximize the effect of PACE dollars.

Many PACE program participants utilized the
availability of federal dollars through FRPP.
This funding source should be emphasized to
future participants. Cooperation with NRCS-
FRPP allows money to enter into Wisconsin
and become available to Wisconsin taxpayers
that would otherwise not be accessible. To
fully utilize these funds, careful attention
should be paid to streamlining the two
programs. The State should work with NRCS
to ensure that efforts are not duplicated and
materials, such as appraisals, can be used in a
timely fashion for both sets of application
requirements.

The PACE program could also mirror certain
methods employed by NRCS. For example,
currently the Department does not specify
how funding should be used to provide
compensation for the easement value. FRPP
requires that at least one-half of the appraised
fair market value of the easement is obligated
by the cooperating entity either through cash
from a different funding source or through a
combination of cash and the landowner’s
charitable donation. If the landowner donates

To limit the amount spent on one project, the
Department could institute a cap for the
maximum amount that would be payable per
acre. NRCS, for example, provides up to 50%
of the fair market value of the easement, but
caps its grant to $4000 per acre. Regardless of
the method, many respondents agreed that
some level of review must be in place for very
high per-acre easement values.

Report Appendices

Appendix A includes the executive summary from the report “Community Benefits and Costs of Pur-
chase of Agricultural Conservation Easements”, prepared by American Farmland Trust for the United
States Department of Agriculture Natural Resources Conservation Service in December 2005. The
study compares the costs of purchasing easements on farms to the benefits those farms could provide
to their communities.

Appendix B includes feedback and comments from select cooperating entities and landowners that
applied to the PACE program in 2010, received preliminary approval, and completed all steps the
easement purchase process.

Appendix C includes eligibility criteria for the PACE program developed by the Department and the
PACE Advisory Council and the ranking criteria used to evaluate PACE applications received in
2010.

Appendix D includes three attachments prepared by Dr. Bruce Jones of the University of Wisconsin-
Extension: “The Effects of Time on the Costs of Conservation Easements for Wisconsin Farmland”,
“Financing the PACE Program with Consol Bonds”, and “Issues Related to the PACE Program”.
The attachments explore alternative financing arrangements and present considerations for future pol-
icy discussions. The questions and/or issues raised by Dr. Jones were developed independently of
this report and thus may not be fully addressed in the report.
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