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• Restrictive Covenant is an asset 

Sale of an asset is a taxable event to landowner 

Reduce with basis 

• Considerations 

  Long Term Capital Gains vs. Ordinary Income 

• Must make sense economically 



• Potential for Long Term Capital Gains 

Not considered a dealer of credits 

Must own land for more than 1 year 

Development and Sale of Less 
Than 100 Credits 



Development and Sale of More 
Than 100 Credits 
• Risk of Ordinary Income 

Considered a dealer of credits 

Taxed at ordinary income tax rate 

 



How to Lessen the Tax Implications? 
• Develop and sell less than 100 credits to decrease the 

risk the sales are classified as ordinary income. 

• Structure the credit sales as an installment sale to 
spread out the tax burden over a longer period of 
time. 

• Use existing basis in the land to offset part of the 
sales proceeds of the credits. 

• Engage in additional tax planning prior to and after 
the sale of credits. 



Any tax advice contained in this communication (including any attachments) should not be 
construed as a formal tax opinion unless expressly stated and cannot be used for promoting, 
marketing or recommending to another party any transaction or matter addressed. If you 
would like us to provide written tax advice to protect against penalties, please contact us. 
Any taxpayer who is not the addressee of this communication should seek specific advice 
based on that taxpayer’s particular circumstances from an independent tax advisor.  

 


