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EASI recently updied its LandValueSlideDeckfor 2019.What emerged was a set of ten
lessons learned that every rural landowner should Séwse lessons come from case studies in
ecological asset valuation, mitigation bank development, and land appraisals completed over
the past five yearslT'hese hjhly practical results highlight the importance of including-asset
values in any land planning exercise, especially rural land development and appraisals. The
bottom line message is this: ranchers (and farmers) should consider these lessons as a way to
optimize annual earnings and land valuatidimese lessons also support future land sales and
estate planning efforts.

Lessonl ¢ Ecologicahssetsin the form of wetlands,speciesand water
quality credits cangeneratesignificantone-time revenuesfor (happy)
landowners.

This lesson has been proven hundreds of times over the past thirty years as the market for
mitigation credits has grown and diversifiale know that mitigation bankers now hold (round
numbers) $30illionin marketready eceassets nationwideHow dowe know?EASI has
carefully tracked the economic value of wetland credits, stream credits, species and habitat
credits¢ land based ecological asse®e have tallied the number of credits that have been
approved by federal agencigdlultiplying the averag price paid for these credits times the
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number of approved credits allows us to derive a reasonable estimate of nationwide asset value
for the mitigation banking industry as a wholehe industry has created $300 billion in

commercial paper assets and ey about $4.8 billion in annual credit sald®t only that, but

the industry has dedicated more than 2.5 million ares to long term conservation tied to
mitigation banks. These trends will continue as agencies diversify and expand policies
supporting envionmental compliance via compensatory mitigation.

Lessor? ¢ Justknowinga LINE2 LISbidhgakeéologicalassetvalue can
boostlandsales.

Many landowners have heard that creating a mitigation bank can be time consuming and
expensive¢ KS@ Q@S KSIFNR GKFdG YAGAILIGA2Yy oFylAy3a Aa
and rules of the roadThis makes them cautious about digging into théadle of land ecological

asset valuation since mitigation banking seems far removed from the core business of farming
andranching. dzi A G GdaNy&a 2dzi GKFG ONBFGAY3I | YAGATL
a landowner to benefit from the preseamf ecological assetswetlands, riparian zones or

habitat for rare specieBuyers may agree to premium prices for exsset rich parcels,

especially if outside pressures such as regulatory compliance have increased their wilingness
to-pay. This meanshat landowners should inventory potential e@ssets, stay abreast of

current market prices, and look for opportunities to leverage that land value as new

development projects are announced.



“Little — Capita . ~— ~Panioche
-Panoche Canyon: - “Creek
Creek © < < =

Lesson3 ¢ Ecoassetscanincreasethe gift valueof land, andthe related
tax valueof that gift. Thisisalsotrue when figuring estatevalueand
personalnet worth.

Donating conservationch lands to norprofits or governmententities has long been seen as a
way to earn tax credits and reduce tax liabilitiBsit land value depends on more than just
traditional uses for agriculture or animal husbandtydepends on more than the value of
traditional land based commodities suak water, minerals or oil and gdscological assets,

and the market value of potential mitigation credits, should also be part of the land appraisal
equation. This can boost the worth of land and consequently improve the downstream benefits
of tax deducible gifts and/or overall estimates of net worth.




Lessom ¢ Mitigation credits, althoughintangible assetshave known
marketvalue. Thatvaluecanbeleveragedto supportdebt financing.

Lenders have recently learned that mitigation credits have real markeepdiihe credits have
a 30vyear history and a proven track record especially in high growth akiigation credits
are anchored to the land and track with changing land ownersBiprowers have been
successful showing that mitigation credits qualifycaliateral in the same way that traditional
assets like minerals, water or oil and gas can do.

Lessonb ¢ Figuringout the grossor bulk eco-assetvalue of aproperty is
only the beginningof a successfumitigation bankventure. Development
costsandmarket conditionsare equallyimportant determinantsof long

term mitigation banksuccess.

Mitigation banking is fulbn business undertaking with its own specialized requiremefitaew
mitigation bank demands comprehensive analysis beyond predictions of potential gross
reverues.Learning about development costs (which vary region to region) helps to determine
simple benefitsto-costs ratiosBut market conditions such as mitigation credit supply vs.
demand, and predicted sales timelines should also be studied to fully uadergiredicted net
present value (NPV) or return on investment (ROI).
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Lessor6 ¢ Justlike anybusinessundertaking, mitigation creditsR 2 y Q (i
alwaysgeneratedesiredprofits.
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developmen undertaking, including mitigation bankinghis is the only way to manage

business risk, increase the confidence of business decision making and improve opportunities
for success.
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Lesson’/ ¢ Attractive potential earningsare not alwaysthe determining
factor in mitigation bank developmentdecisions.

Landowners know that development decisions are not always based on the business bottom
line.Other factors such as landowner personal preferences and priorities can unexpectedly
come into playMitigation banking is no diffent, even when a strong returon-investment

has come to lightPlanners should always be prepared to postpone or even walk away from a
seemingly higtvalue opportunity if landowner attitudes change.

LessorB ¢ Market saturation canbe problematicin someareas,makingit
difficult for promisingnew mitigation banksto be successful.

A property may have all the characteristics of a successful new mitigation bank: ecological
assets may be abundant, development costs may seem reasonable, and mitigation credit sale
prices maylook attractive.But if too many credits have been brought to market by competing
mitigation banks, and if local demand for credits is not growing, the market may have become
saturated.A careful business analysis is always called forinclude a thoough examination

of mitigation credit supply vs. demand.



