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BNl Project Objective

Protecting nature. Preserving life.

Inform The Colorado Chapter of The Nature
Conservancy’s work with private landowners by building
a fact base on Colorado ranchland market dynamics:

How many acres of Colorado ranchland change
hands each year? What is this market worth?

How do Colorado ranchland values and appreciation
rates compare with other Rocky Mountain States?

What motivates the new ranchland owners? What
drives up ranchland values?

How do ranchland values vary by region? Which
Colorado counties have the highest and lowest
average values?
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Summary of Findings

Each year since 1998, an average of 800,000 acres of Colorado Ranchland changed hands. While the number of ranchland
sales transactions and the total acres sold fluctuate from year to year, over the last 15 years, the trend has been an overall
increase in number of sales transactions and total acres sold. In 2005, just under 5,000 ranches greater than 35 acres in size
sold for a combined total of more than $2 billion (totaling 960,000 acres)—based on sales data collected from the assessors’
offices in 55 of 64 Colorado counties.

This is a marked departure from 15-25 years ago. In the 1980s, the Rocky Mountain ranchland market experienced a period of
stagnation and sometimes decline. According to USDA data, no Rocky Mountain state had farms and ranches increasing in
value per acre by more than 1% per year from 1980 to 1991. However from 1992—-2002, every Rocky Mountain state
experienced farm and ranch per-acre value increases between 2%—16% per year. Experienced ranchland brokers concur that
the market experienced a strong appreciation in value since the early 1990s. This perception is corroborated by some
academic literature as well. What is less clear is where we are now in this historically cyclical market and what kind of
appreciation rates might still be expected.

Most Colorado ranchland buyers are not motivated by ranch operating income. Income from ranch operations in Colorado
typically ranges from slightly negative to 3% per year of invested capital. The long-term increase in ranchland investment
cannot be explained by expectations for operating income. Academic research and anecdotal evidence from brokers suggest
that a large percentage of Colorado ranchland investors are amenity buyers. The factors that drive their purchase decisions
are recreational, scenic, and based on convenient access and use. This causes average values to vary considerably across
the state, with ranches 35-99 acres ranging from less than $500 per acre in Cheyenne County in the eastern plains to up to
$250,000 per acre in Routt and Summit Counties in the mountains (and in one case up to $1.6 million per acre in Larimer
County along the Front Range).

The Nature Conservancy'’s interest is in the largest, landscape-scale ranchlands. More than half of all sales of 100+ acre
ranches in 2005 occurred in the eastern plains. However, the mountains region has the highest number of 1,000+ acre
transactions (76 in 2005). One-fifth of the total Colorado acreage of the largest transactions in 2005 might have sold to
non-agricultural investors, such as land developers or energy extractors, rather than to families or agricultural operations. The
Nature Conservancy would like to use this report’s information to communicate with and educate landowners, public partners,
funding partners, and communities about: the development threats to western ranchland; the opportunities to conserve a
landscape; and the value of conserving a way of life. Please contact The Colorado Chapter of The Nature Conservancy for
more information.

© 2007 Beh Management Consulting, Inc.
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Ranchland Likely Changed Hands in 2005

Academic Research TNC's Colorado Assessors’ Database

» Colorado land conversion : “Nearly 1.5 million acres
of Colorado agricultural land were converted to ; I
other uses between 1992 and 1997.” 1 ot acres so .
(includes transactions

« Wyoming sales turnover : “All together, [23%] of of 35 acres or more)
large agricultural operations in the ten Greater
Yellowstone counties... changed hands in the past 881 ge4 923 906
decade ... Conservation organizations played a
very small role in the ranch real estate market,
purchasing only two percent of the ranches [sold]..." 637 21

Sum of thousands REPRESENTS 47 OF 64 COUNTIES*

580 599

 Sales turnover by state 2 (sample sales data from
1990-2001, reflecting one county in each state):

--Routt, Colorado: ~40% of ranches greater than 400
acres changed hands over 11 years

--Sublette, Wyoming: ~30% of ranches greater than 400
acres changed hands over 11 years

--Carbon, Montana: ~15% of ranches greater than 400 1998 1999 2000 2001 2002 2003 2004 2005
acres changed hands over 11 years

1. Loomis, John, Vicki Rameker, and Andy Seidl. “Potential Non-Market Benefits of Colorado’s Agricultural Lands: A Review of the Literature.” Colorado State University,
Department of Agricultural and Resource Economics, Agricultural and Resource Policy Report APR 00-02. 2000.

2. Travis, Bill, Hannah Gosnell, and Julia Hobson Haggerty. Summary report: “Ranchland dynamics in the greater Yellowstone ecosystem.” Center of the American West,
University of Colorado, Boulder. 2003.

3. Gosnell, Hannah and William R. Travis, Rangeland Ecology & Management, Vol. 58, No. 2, March 2005.

4. There are 64 counties total in the state of Colorado. 55 counties provided data but only 47 counties had data that dated back to 1998. Data shown in 1998—-2005 analysis
excludes Arapahoe, Baca, Cheyenne, Crowley, Douglas, Phillips, Prowers, and Weld, which provided data but not as far back as 1998. Nine other counties were excluded
from all analyses because we did not collect data from them.

© 2007 Beh Management Consulting, Inc.



TheNature Q_) Small Number of High Value Transactions Made
SO ECAGE S8  Up More Than Half of 2005 Total Market Value

Protecting nature. Preserving life.

- Transactions > $10k/acre

) ) 1
2005, InCIUdlng Outliers [ ] Transactions < $10k/acre
35+ ACRES IN 55 OF 64 COLORADO COUNTIES? 100+ ACRES IN 55 OF 64 COLORADO COUNTIES?
100% = 3,336 148k  $1.3 billion 100% = 1,350 811k $1.1 billion
: Best estimate
of total
Colorado
ranchland
94% 98% market size in
83% 84% 2005
63%
30%
Number of  Total acres Total market Number of  Total acres Total market
transactions sold size transactions sold size

1. Outliers defined as transactions with values greater than $10,000 per acre. Since this small percentage of transactions dominate the 2005 total

market value, they are excluded from later analyses showing trends over time.
2. There are 64 counties total in the state of Colorado. 55 counties provided data for 2005. Nine counties excluded from all analyses because we did

not collect data from them.
© 2007 Beh Management Consulting, Inc. 4
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Turnover Cyclical But Increasing Overall

REPRESENTS 24 OF 64 COLORADO COUNTIES!

Number of sales transactions of ranches > 35 acres

3204

2610 2,625 2,635
2,483 2358 2200 2,228

2178 2,306 2137 2,317

1,836

1,425

1990 1991 1992 1993 194 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Acres sold (in thousands)

414 408
329 338 362 340 372

279 258

189

149

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

1. Excludes counties that did not provide data as far back as 1990 (24 of 55 counties provided data this far back, out of a total
of 64 Colorado counties). In 2005, the excluded counties represented 40% of acres and 30% of the transactions.

© 2007 Beh Management Consulting, Inc.
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Market Cycles in 80s and Early 90s

* “There was a downward market adjustment in the 1980s . The market value of
New Mexico ranches fell by over 50% from 1981 to 1988. We have now
returned to an appreciating market but not all ranches are appreciating at the
same rate.”

e “... posh ranches are frequently located in New Mexico's prime mountain areas,
replete with wildlife and scenic views. The idyllic, yet rugged ranches have gone
up in value by 10%-12% a year since 1996 ."?

New
Mexico

» “The rural real estate market in the US over the past 50 years has been
marked by recurring price instability . Utah real estate values increased
between 1975 and 1982 and then declined .”

Utah

Idaho &  “...significant capital appreciation in southern ldaho and northern Nevada
sl ranches in the late 1970s and early 1980s, followed by declining ranch prices
Nevada in the mid-80s ...with similar results for New Mexico ranches over the same
period.”

1. Torell, Allen and Neil Rimbey. “Proceedings, Corona Range and Livestock Research Center: Factors Affecting the Market Value of the NMSU
Corona Ranch.” New Mexico State University, 2005. Available online at: http://cahe.nmsu.edu/aes/corona/field-day-proceedings.html

Martin, Norman. “New Mexico Ranch Values Rise Thanks to Trophy Home Hunters.” New Mexico State University, Las Cruces, NM. 2003.
Rowan, R.C. and J.P. Workman. “Factors affecting Utah ranch prices.” Journal of Range Management, Vol. 45:263-266.4 2. 1992.
Sunderman Mark A., Ronald W. Spahr, John W. Birch, and Russell M. Oster, "Impact of Ranch and Market Factors on an Index of Agricultural
Holding Period Returns,” Journal of Real Estate Research,Vol. 19 (1/2), 209-234, 2000.

o

© 2007 Beh Management Consulting, Inc. 6
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« “Ranch prices increased an average of 30% from 1988-90 to 1990-92, and
ranch prices experienced an 11% increase statewide from 1990-92 to 1993-95...
Comparing the nominal (unadjusted for inflation) average prices for the two
periods [1996-98 and 1999-2001] indicates an overall increase of 39% in ranch
prices statewide.™ -

Wyoming

« “Sale prices for ranch lands in the northern tier of the Rocky Mountains have
increased 9% per year over the past five years. In this mountain-range region,
prices per acre over the past 12 years have increased 20% or more per yeatr...
Since substantial discretionary funds became available in the 1990s, purchasers
have been attracted by the opportunities for investment and recreation
offered by livestock ranches.” 2 L

Rockies

« USDA data based on five-year censuses of farm and ranch values show that the
average annual appreciation rate from 1992—2002 was higher than the average
for 1980—-1991 for all Rocky Mountain states.3

1. Bastian, Chris, David Leishman, and John P. Hewlett. “Wyoming Farm and Ranch Land Market: 1996—-98.” University of Wyoming
Agricultural Experiment Station (UW AES). Bulletin B—1081, 2000.

2. Thompson, Charles K. "Recreation Ranch Appraisal." The Appraisal Journal, October 2003.

3. United States Department of Agriculture, Economic Research Service. Agricultural land values. Access online:
http://www.ers.usda.gov/Data/Farmincome/finfidmu.htm#farmnos.

© 2007 Beh Management Consulting, Inc.
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USDA Data Show Recently Increasing

Colorado Farm & Ranchland Values

Average value/acre
Last measured 10 year

annual growth rate:
6% per year

$675

Overall 5630 $650
decline/ $618
stagnation $590

$558

$520

$479

$469
$451 $454
$434 $437 $437

$426

$387 $400

¢360 $368 $369 $375  $374

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Source: United States Department of Agriculture, Economic Research Service. Agricultural land values. Accessed online:
http://www.ers.usda.gov/Data/Farmincome/finfidmu.htm#farmnos. Note that the USDA conducts a sample survey annually followed up by a complete census
every five years. The last census was conducted in 2002, therefore, only data through that year is shown in this report.

© 2007 Beh Management Consulting, Inc.
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Farm & ranch value/acre (2002) Average annual [ 19801991
increase in
1992-2002
_ value/acre
Arizona 1% « Average annual
FEA  oppreciation rates
ldaho from 1992-2002
6% were higher than in
1980-1991 for all
Utah 0% Rocky Mountain
L states.
Colorado 1% b
6% .- Average values in
""""""" USDA sample
0%

South Dakota O:| 4% likely depressed by
emphasis on
working ranches

North bakota [ and fargms VS.

Montana amenity ranches,

5% but changes in
" appreciation rates
Wyoming > are indicative of
| 7%
what probably also
New Mexico 1% happened in the
2% amenity ranch

market.

Source: United States Department of Agriculture, Economic Research Service. Agricultural land values. Access online:
http://ww.ers.usda.gov/Data/Farmincome/finfidmu.htm#farmnos.
© 2007 Beh Management Consulting, Inc.
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M Mixed Views Among Experienced

=

Ranchland Brokers on Current Trends

T
Pessimistic” “Before 9/11,

“...In Wyoming, prices have stabilized since 2003.
ranches would

Prices aren’t up even with inflation. A lot of

“There’s been a slowdown since 9/11 along with the tech

stock crash and Colorado’s 300-year drought and fires. doluble n properties get pulled off the market if seller isn't
There’s been a hiccup but overall appreciation for 15 value every desperate and can't get his price. New Mexico has
years in general. Some areas are not appreciating. ten years. had some good activity lately—it’s less expensive

Recently, 5%
appreciation
per year, but
not across the
board.”

than Wyoming. Colorado has slowed down the
most —it’'s overpriced but sellers are not dropping
prices. Colorado had appreciated the most,
followed by Wyoming, then New Mexico."

There’s a lot of hype. Not everything is going straight
up—traditional agriculture operations are going

sideways. Highest appreciation for ranches with excellent
aesthetics and recreational properties. Down and dirty
working ranches are lagging behind.”

Optimistic?

“Appreciation
in Bozeman is
higher than in
the Front
Range. Since
the late 1990s,
grassland has
appreciated at
5% per year. If
the property

= -

“Hayden and Craig have had
steady increases in value per
acre, but mostly on smaller
40-acre parcels. The last five
years have been even better
than the prior five years.
Appreciation in Steamboat
used to be 7% per year and
now it's up to 15%. Last year
was an absolute boom. |
expect this trend to continue.

v

—_

—

“Recreational properties are showing higher
appreciation rates than traditional ranches.
Over ten years, a ranch can increase

2-4x in value. Over five years, you can

see 0.5-2x increases. | expect these

trends to continue, but not necessarily

in a straight line. Appreciation rates have
been highest in Colorado—also the highest
prices—due to a greater population base
and world-class resorts. Next, Idaho has
shown good appreciation. Then Montana—

lastly Wyoming, which is showing
appreciation mainly in Jackson but not

elsewhere.”

© 2007 Beh Management Consulting, Inc.

“Over the last ten years,8-12%
appreciation—hard to say if it
will continue. There are market
cycles—ranches never go
down in value—they just don’t
sell for a couple of years.
Properties in the Yellowstone
Club have doubled in value the
last couple of years. There are
more buyers now than
inventory—prices should go

LSS Smaller 35-acre parcels are which has better trout streams than up. | just sold 2 $20 million
water, becoming more popular since Colorado—there are good opportunities 485-acre property five minutes
amenities— you can’t divide below 100 near Bozeman. Then New Mexico, and from downtown Breckenridge.
7%.” acres in Montana.” That property will appreciate

more than 12% per year. ”

10
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_:) Anecdotal Evidence From Brokers: Wide
lll Range of Annual Appreciation Rates Possible

City State Acres | 1st 1st Sale 1st 2nd |2nd Sale Price 2nd Unadjusted Notes
(same Sale Price $/acre |Sale $l/acre CAGR
in both |Year Year
sales)
Laramie wy 26,000/ 2001 10k ac @ $ 137 | 2003| 16k ac @ $3.9m $ 244 33.5%
$1.37m
Laramie wy 800 1997 $ 800,000 | $1,000 | 1999 $ 1,250,000 | $ 1,563 25.0% 320 acres of river bottom on 1/2 mile of river;
no improvements between sales
North of co 1985 $ 2,500,000 | $ 227 | 2003 $ 22,000,000 | $ 2,000 12.8% $1-2 million in improvements
Eagle, CO 11,000
'A% wy 1999 $ 1,835,000 | $1,500 | 2005 $ 3,500,000 | $ 2,862 11.4% 3.5 miles of river access; 15 minutes from
Laramie, no public land boundary, ~$100k in
1,223 home improvement
Laramie wy 26,000, 2000 $ 3,200,000 |$ 123 | 2001| 10k ac @ $1.37 m $ 137 11.3% Includes 10k leased acres, no significant

improvements: $30-40k in new well and
house fixed-up before subdivision in 2001

N. of Cody, (WY 1997 $ 1,200,000 | $ 600 | 2006| $ 3,000,000 | $ 1,500 10.7% No improvements; distinctive mountain

WY 2,000 landmark separate from rest of range

Platte wy 2,560 2001 $ 1,250,000 |$ 488 | 2005 $ 1,800,000 | $ 703 9.5% No improvements, very scenic, lots of timber
County,

WY

Laramie WY 26,000/ 1999 $ 3,000,000 |$ 115 | 2000/ $ 3,200,000 | $ 123 6.7% Includes 10k leased acres, no significant

improvements: $30-40k in new well and
house fixed-up before subdivision

wy wy 511 1999 $ 1,500,000 | $2,935 | 2005| $ 1,850,000 | $ 3,620 3.6% Nice home but small property; buyer
overpaid in 1999; broker does not expect
property to appreciate much more than 2005
level

wy wy 9,800 1999 $ 3,250,000 |$ 332 | 2004 $ 3,500,000 | $ 357 1.5% ~$200k of improvements between sales; 800
acres of river bottom on 1 mile of river, but
9000 acres of pasture are fairly disjointed;
includes 3k acres grazing leases

WY WY 1,640 1997 $ 460,000 |$ 280 | 2004 $ 492,000 | $ 300 1.0% Attractive topography, lots of tree cover, 24
miles NE of Lusk, no buildings or electricity -
hunting property.

1 Compound Annual Growth Rate = (year-two value / year-one value) ~ (one/years between sales) -1. This growth rate has not been adjusted for changes to improvements, which are
unknown unless included in comments.
Note: All but one of the data points shown are from the southeast quadrant of Wyoming. Since other USDA data has shown Wyoming ranchland appreciating at a lower rate than other
Rocky Mountain states, this data may not be representative of trends in the entire state.
Source: Phone interviews with ranchland brokers 11
© 2007 Beh Management Consulting, Inc.
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» "It is widely argued that ranches across much of the West are sold, or at least are marketed, at prices far
above their agricultural value ... capitalization of annual earnings explained little of the market value  for
most New Mexico ranches,” while the presence of wildlife had a significant influence on ranch values.”

* “Inthe 1970s, Arizona ranches had return rates that ranged from negative to 1%—-2% , while prices for
ranches seemed well above a ‘rational value’ based on the capitalized value of ranch-earning potential
...These results are supported for small, medium, and large ranches across the west.”

» “As noted over 30 years ago by Smith and Martin (1972), rates of return from livestock operations are low by
any standard investment criteria, and well below comparable average non-agricultural rates [estimated to
range from 5%—-9% by the American Agricultural Economics Association (AAEA 1998)]. This has not
changed. Ranch returns excluding land appreciation are reported to be from negative amounts for small
part-time ranches to about 3% for large commercial ranches. "3

» “Castle and Hoch (1982) found that capitalized rent explained roughly half of farm real estate values from
1920-1978. The remainder can be explained by capital gains, including real gains or losses from price-level
changes... Both Plaxico and Kletke (1979) and Melichar (1979) showed that farmland capital gains during the
1970s were greater than net farm income, often by wide margins. Melichar even borrows from the language
of the stock market stating, ‘farm real estate is a growth stock, best and most easily owned by those
who can tolerate its low current return in the firs t few years after its purchase.” 4

1. Gosnell, Hannah and William R. Travis. “Ranchland Ownership Dynamics in the Rocky Mountain West.” Rangeland Ecology & Management 58(2): 191-
198. 2005.

2. Gentner, Bradley J. and John A. Tanaka. “Classifying federal public land grazing permittees.” Journal of Range Management, Vol. 55, pgs 2-11. 2002.

3. Torell, Allen and Neil Rimbey. "Field Day Proceedings: Factors affecting the market value of the NMSU Corona Ranch." Corona Range and Livestock
Research Center. 2005.

4. Sunderman Mark A., Ronald W. Spahr, John W. Birch, and Russell M. Oster. "Impact of Ranch and Market Factors on an Index of Agricultural Holding

Period Returns." Journal of Real Estate Research, Vol. 19 (1/2), 209-234, 2000. 5
© 2007 Beh Management Consulting, Inc. +
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Income

* “We found ranch income to be a statistically important determinant of (ranch) land value, but yet a relatively
small percentage of ranch value was explained by in ~ come earnings . Ranch location, scenic view, and the
desirable lifestyle influenced ranch value more than ranch income... Martin studied Arizona ranches and
noted that non-livestock ranch outputs, including tax shelters, land appreciation , and especially the ranching
lifestyle , were the most important reasons for ranch purchase and investment.™

* “The increase in farm real estate values continues to be driven by a combination of mostly nonagricultural
factors , including relatively low interest rates and strong demand for nonagricultural land uses . Demand
for farm real estate as an investment continues to be a strong market influence.”?

* “Itis now widely recognized that the desirable rural lifestyle and agrarian values described by Martin have
significantly inflated the market value of farms and ranches...Thompson (2003) noted that many Rocky
Mountain ranches were purchased for recreation use and that income from livestock explained very little of
ranchland value. Few appraisers bother with an income appraisal for ranches judged to be recreation-
based.”

1. Torell, L. Allen, Neil R.Rimbey, Octavio A. Ramirez, Daniel W. McCollum. “Income earning potential versus consumptive amenities in determining
ranchland values.” Journal of Agricultural and Resource Economics 30(3): 537-560. 2005.

2. United States Department of Agriculture, National Agricultural Statistics Service. Land Values and Cash Rents, 2006 Summary. August 2006.

3. Rimbey, Neil R., L Allen Torell, and John A. Tanaka. “Why Grazing Permits Have Economic Value.” Unpublished.

© 2007 Beh Management Consulting, Inc. 13
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Annual income rates of sample Colorado ranches with high
conservation values

13 SAMPLE RANCHES

1.5 -0.1 0.6
SEDGWICK Higher potential annual
income (>1.5%)
MOFFAT LARIMER i )
1.6 @ Average potential annual
income (0.3 - 1.5%)
Low potential annual
RIO BLANCO BOULDER DE',”ER YUMA income (< 0.3%)
! WASHINGTON
=14
Q‘ = Denver ARAPAHOE
S & Potential sources of
MESA . * Livestock
 Agricultural crop
0.3
 Fishin
w SAGUA @w PUEBLO : 0
e Hunting
— J%.I";\DI::I INERA HUERFANO 1
RO | aamoss » Guest lodging
— GRANDE (short-term)
LA P
WA preute S coneos | SO « Home rental (long-term)

Note: Income rates are based on potential income, not necessarily actual (i.e., based on environmentally sustainable use of full-carrying capacities, which
not all sample ranches currently choose to use at full capacity). In this analysis, the following costs have been deducted from income: property tax,
land leases, infrastructure maintenance, water leases, ditch dues, and restoration costs. Ranch labor expenses were not deducted from income.

Source: These findings are based on public records and phone interviews with ranch managers and other experts familiar with the sample ranches.

© 2007 Beh Management Consulting, Inc. 14
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“It is now widely recognized that the desirable rural lifestyle and agrarian values significantly
inflate the market value of farms and ranches ...People want an investment they can touch,
feel and experience ."

“In the past decade, sales of livestock ranches have been to a new buyer class thatis
motivated by the purchase of ranch lands for investment, recreation, and prestige . Prices
have inflated rapidly beyond considerations for an economic return on livestock operation.”?

“...research shows that the recreation and lifestyle reasons for ranch ownership may be much
broader than just the trophy ranches to which Thompson referred. Expected investment
appreciation, recreation and lifestyle opportunitie s, and prestige now motivate the ranch
buyers that have the financial resources to afford ranch purchases.”

“...over half of western public land ranchers  depend on the ranch for no more than 20% of
annual disposable income ."

A WN

. Torell, L. Allen, Neil R. Rimbey, Octavio A. Ramirez, Daniel W. McCollum. “Income earning potential versus consumptive

amenities in determining ranchland values.” Journal of Agricultural and Resource Economics 30(3): 537-560. 2005.

. Thompson, Charles K. "Recreation Ranch Appraisal." The Appraisal Journal, October 2003.
. Rimbey, Neil R., L Allen Torell, and John A. Tanaka. “Why Grazing Permits Have Economic Value.” Unpublished.
. Gentner, Bradley J. and John A. Tanaka. 2002. Classifying federal public land grazing permittees. Journal of Range

Management 55:2-11.

© 2007 Beh Management Consulting, Inc. 15
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Acres (in thousands) in sales of properties > 400,0 00 acres in 1990-2001 EXAMPLES
100% = 243 144 89
Other 4% 1 3% S 8%
Ranch Operators 1 14% 1% * Most of Routt,

Colorado and
Sublette,
Wyoming
sales not to
ranch
operators

Investors 11%

5%

Developers

Amenity Buyer

* Minimal pure-
conservation
investment

Ranchland Sold Routt, CO Sublette, WY 2 Carbon, MT 3
41% 28% 16%

1. Includes traditional ranchers, part-time ranchers, and corporations employing a ranch manager.

2. West central Wyoming on the western flank of Wind River Range, northern portion is a one-hour drive from Jackson (pop. 5,920 in 2000).

3. South central Montana, 60 miles southwest of Billings.

Note: Another study of the Greater Yellowstone Region (including counties in MT and WY) found the following purchase patterns: traditional ranchers (25%),
investors (12%), and developers (6%).

Source:Gosnell, Hannah and Travis, William R., “Ranchland Ownership Dynamics in the Rocky Mountain West,” Rangeland Ecology & Management, Vol. 58,

No. 2. March 2005.
© 2007 Beh Management Consulting, Inc. 16
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Buyers Driven By Common Motivations

What Amenity Buyers Value _ What Amenity Buyers Don’t Want
Live water Access problems
Community amenities Lack of Utilities
Proximity of air service Higher Elevations
Topography & scenic views Discontinuous Parcels
Adjacent to conservation easement 2 Improvements Not in Buyer’s Taste

(more so than public land)

Source: Eight phone interviews conducted with leading ranchland real estate brokers in Colorado, Wyoming, Montana, and New

Mexico.

© 2007 Beh Management Consulting, Inc. 17
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Most Value Ranches with Water

Listed by order of importance

@ Live Water

Community
Amenities

@ Air Service

Topography
/ Views

» Desired for intrinsic sights and sounds, also valued for impact on trees and wildlife: “Like gold
in the ground.”

Also important for private fishing (not commercial or tourism operations) and less so for cattle
watering.

* Within 30-60 minute drive of community with minimum population of ~1,500 to ~5,000 people
(the higher the population, the greater the appreciation).

* Restaurants and groceries critical, hospitals important, sometimes schools.

* Presence of old money, town character, Western culture, shopping, galleries, performances,
and skiing.

 Private airstrip within a 30-minute drive; many of buyers have access to private jets.

* Commercial air service within two-to-four hour drive: “Most buyers want to be on their property
within three hours from the airport; five hours away, you start to lose a lot of value.”

* Mix of tree cover and open country, rolling hills and good building sites—no flat, open grass
ranches: “Treeless open land, even with good views, is not what people want.”

» Southern exposures preferred.
» Usability important: “Not too rough, not too steep.”

» “Opens doors to more buyers.”

Adjacent to . . _ _ _
Public or » Several thousand acres of National Forest adjacent to a ranch is very desirable, especially for
Conserved smaller properties. The smaller the property, the more important this attribute. However, this
L Is less attractive when the public has easy access to this land: “Lots of public use could be a
detriment.”
» Privacy is key. Adjacent conservation easements are worth more than adjacent public land.
Source: Phone interviews with ranchland brokers. 18
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TheNature QJ Deal Breakers for Some Amenity
Conservancy@ =

sl Buyers, According to Brokers

Not rated by order of importance
Access » Long private roads to maintain can be a deal breaker.

Limits « If property is landlocked, buyers demand recorded easements (and conversely, don’t want to
buy property with easements for others).

» Lack of winter access an obstacle for some buyers.

» Drinking water: “How deep do you have to go with a well, more than 1,000 feet? What is the
guality of the water? Does it have a sulfur smell and taste? Good cistern costs $10,000 but
it's a hassle to get filled.”

 Electric power is more critical than telephone—it can cost $10,000 per pole or $50,000 per
mile in mountainous country. Underground power is more expensive but aesthetically
desirable.

Lack of
Utilities

» “Elevations over 6,000' can be a health problem for buyers, especially older buyers.

Elevation ) : : :
Elevations over 9,000 are certainly out of the question for many potential buyers.”

» “Two parcels of 70,000 and 30,000 acres are okay if not 60 miles apart. A third of my clients,
it's the first thing they ask about.”

* The larger the property, the more this becomes an issue.

Discontinuity

Tacky * “Improvements can work for or against you.”

Improvements » Buyers tend to want to build their own homes. If an existing home is not built in good taste,
it's too much of a burden to pay to tear it down.

Source: Phone interviews with ranchland brokers.

© 2007 Beh Management Consulting, Inc. 19



TheNature C_) Research Corroborates Brokers’

Conservancy@ ~

DR |Nstincts: Live Water

What Amenity Buyers Value

* Regression analysis on Jackson Valley, WY found that live water added 6% to average
values.?

* “The distance to the nearest river, the other proxy for environmental amenities, was also
significant, providing positive benefits. As distance from a river increased, the value of the
property decreased, with a marginal implicit price of 39 cents per mile, or $118.87 per mile...
In a residential hedonic study in Oregon (Mahan et al., 2000) it was found that a one-mile
decrease in distance to a stream improved property values by $258.81 per acre ..."

* “Being located near attractive mountain ranges and streams that are a habitat of big game
and trout fisheries enhances a property's value.”

1. Spahr, Ronald W. and Mark A. Sunderman, “Valuation of Property Surrounding a Resort Community,” Journal of Real Estate
Research, Vol. 17, Num.1/2. 1999.

2. Sengupta, S and D. E. Osgood, “The value of remoteness: a hedonic estimation of ranchette prices.” Journal of Ecological
Economics 44: 91-103. 2003.

3. Thompson, Charles K. "Recreation Ranch Appraisal." The Appraisal Journal, October 2003.
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Conservancy.ﬁ.

Research Corroborates Brokers’

Protecting nature. Preserving Iife._ I nSti n CtS : Locati O n

Community Amenities and
Close Proximity of Air Service
Regression analysis on Jackson Valley, WY found that ... location added up to 30% to average values .}

What Amenity Buyers Value

“Access to roads, cities, and neighbors also increase sale prices, implying that isolation is a disamenity ... While
buyers may desire to escape from city life, they are also accustomed to urban amenities and social interaction so
remoteness may actually be a disamenity... Many ranchette owners come from urban environments for recreational
reasons and although they may enjoy rural amenities, they may also value a certain amount of community  .”2

“The coefficients for distance to major roads and cities are both significant and negative, indicating that access to
transportation and urban amenities provides positive benefits. Per acre price improves by $1.07 for ranchettes 1-m
closer to a road and by 32 cents for ranchettes one-  mile closer to a city ... These cities are relatively small art
colonies or resort towns . In addition to providing sources for food and gas , the services in these communities may
cater to the recreational preferences of ranchette owners... Many ranchette buyers visit the area as tourists before
they purchase ranchette properties.”

“Ranchette buyers were willing to pay a premium of $2,858.63 per acre if adjacent par cels had previously sold
This may be due to unobserved infrastructure costs ... such as maintenance of private road, electrical, sewage, and
water systems.?

“Access, or the time and ease of commuting between the ranchland vacation headquarters and related commercial
and social centers, is a major value-influencing factor. This is especially true for properties located within a 20-mile
radius of airports that accommodate jet planes, although smaller airports are also positive access factors. Access
roads to the ranch that are adequate for family travel, but isolated from substantial public traffic, are preferred.”

Spahr, Ronald W. and Mark A. Sunderman, “Valuation of Property Surrounding a Resort Community,” Journal of Real Estate Research, Vol. 17, Num.1/2,
1999.
Sengupta, S and D. E. Osgood, “The value of remoteness: a hedonic estimation of ranchette prices.” Journal of Ecological Economics 44: 91-103. 2003.

Thompson, Charles K. "Recreation Ranch Appraisal." The Appraisal Journal, October 2003.
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Research Corroborates Brokers’

TheNature
Conservancy.ﬁ.

Sl |Nstincts: Topography & Views

What Amenity Buyers Value

* “A New Mexico study determined the presence of wildlife on a private ranch significantly influences its
value. A $6,000 bull elk permit attached to a quality private ranch in New Mexico will increase the land value
between $28,000 and $127,000.™

* “Increases in roughness increased ranch sale price. The conclusion is that ranches high in the mountains
with rougher terrain  sell for more than those that are lower in elevation and flatter.”

» “Parcel level sale data in Yavapai County, Arizona is combined with satellite greenness indices. It is found
that increased greenness raises sale prices... A high level of average annual greenness for a parcel in the
year preceding a sale increased ranchette value... it may be profitable to buy after dry years and sell in
wet years . A 1% improvement in NDVI [study’s measure of greenness] leads to an increase in price per acre
of $1,415.84.3

» “Arizona real estate agents have said that the sale price of a ranchette is ‘determined by the height of the
trees’.”

* “Prices escalate as the perceived quality of the surroundings increase... The highest concentration of the
amenities desired by such buyers is found in meadowland. When a vacation home is located on a slope,
hill-side summit, terrace edge, or scenic ridge wit h commanding views of meadowland, value is
maximized.”

1. Knight, James E. and Carolyn Johnson-Nistler. 2004. The growing importance of wildlife values on rangelands. Proceedings of the Annual Meeting of the
Society for Range Management, June 2004.

2. Torell, Allen and Neil Rimbey. "Field Day Proceedings - Factors affecting the market value of the NMSU Corona Ranch." Corona Range and Livestock
Research Center. 2005.

3. Sengupta, S and D. E. Osgood. “The value of remoteness: a hedonic estimation of ranchette prices.” Journal of Ecological Economics 44: 91-103. 2003.
4. Thompson, Charles K. "Recreation Ranch Appraisal." The Appraisal Journal, October 2003.
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TheNature C_) Research Corroborates Brokers’

Conservancy@

Protecting nature. Preserving life.

Instincts: Adjacent to Conserved Land

Adjacent to conservation easement more
valuable than adjacent to public land

What Amenity Buyers Value
» “Isolation is a characteristic that may be particularly important in ranchette value. Ranchettes
are often purchased by urban dwellers who desire a rural ranch lifestyle, so the isolation of
these properties could be one of the amenities purchased.”

 “Bordering public lands does not significantly impa ct ranchette value . This result is
somewhat surprising since advertisements for ranchettes commonly highlight being adjacent
to public land... There may also be fundamentally different types of public land, with national
monuments providing a premium but other public land providing negative benefits due to
cattle, logging, mining or other production activity. Although public land can be used for
recreation by ranchette owners, it can also be used by others for camping and off-road
activity. The inability to prevent people from utilizing adja cent public lands may create a
nuisance ."

1. Sengupta, S and D. E. Osgood. “The value of remoteness: a hedonic estimation of ranchette prices.” Journal of Ecological
Economics 44: 91-103. 2003.
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Colorado Regions Differ

TheNature
Conservancy@

Protecting nature. Preserving life.

Dramatically by Value per Acre

AVERAGE VALUE ($/AC) OF COLORADO RANCHLAND BY COUNTY,

35-99 ACRES
35-99 ACRES, 2005 (COUNT = 3,336 TRANSACTIONS IN 2005)

Average land value (8 /acre)

= 3 wuies [ | NoData [ $500-2499/ac [ | $2.500-4909/ac | | $5.000-9999/ac [ $10.000+/ac

let3ooooon
siectinn: Univemal Trareverse Mereator Zone 13 Datum 1083

Source: Colorado County Assessors’ Data (data for San Miguel County provided by Telluride Consulting — www.tellurideconsulting.com) 24
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Protecting nature. Preserving life.

¢'] Average Values by County: $500 to
Bl $88,000 per acre in 2005

35-99 ACRES
County Value/acre Transactions County Value/acre Transactions
Summit $88,229 15 Montezuma $4,394 110
Pitkin $74,608 22 Custer $3,662 151
Douglas $43,226 86 Fremont $3,622 256
Boulder $26,869 32 Lake $3,333 8
Mineral $26,507 1 Dolores $3,230 24
Gilpin $21,302 2 Kit Carson $3,165 16
San Miguel $19,055 55 Rio Blanco $3,007 5
Clear Creek $18,335 12 Rio Grande $2,974 16
Gunnison $15,133 114 Moffat $2,646 56
Teller $15,030 20 Arapahoe $2,597 23
Larimer $14,643 266 Pueblo $2,429 192
Routt $14,222 151 Morgan $2,412 39
Grand $13,454 36 Saguache $2,316 72
Archuleta $10,145 128 Las Animas $2,233 191
Garfield $9,872 50 Park $2,033 109
Ouray $7,896 42 Baca $1,692 7
La Plata $7,207 137 Prowers $1,689 11
Montrose $6,943 89 Sedgwick $1,651 4
Weld $6,839 102 Lincoln $1,559 7
El Paso $6,742 229 Washington $1,428 7
Elbert $6,681 100 Costilla $1,305 23
Huerfano $6,667 1 Yuma $1,193 14
Chaffee $6,578 41 Alamosa $924 61
Mesa $4,557 103 Conejos $606 33
Delta $4,461 62 Cheyenne $424 5
Source: Colorado County Assessors’ Data (data for San Miguel County provided by Telluride Consulting — www.tellurideconsulting.com)
25
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TheNature C J Larger Ranches also Reflected a Wide (But Less

Conservanc : :
Y Dramatic) Range of Value by County in 2005
Protecting nature. Preserving life.
100+ ACRES
Source: Colorado County Assessors’ Data (data for San Miguel County provided by Telluride Consulting — www.tellurideconsulting.com) 26
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Average Values by County: $200

to $43,000 per acre

100+ ACRES
County Value/acre Transactions County Value/acre Transactions
Pitkin $43,272 11
Eagle $20,931 6 Rio Blanco $2,143 12
Boulder $13,336 4 Arapahoe $1,882 2
Larimer $10,503 34 Montezuma $1,847 38
El Paso $8,627 32 Park $1,720 30
Clear Creek $8,188 2 Alamosa $1,545 23
Chaffee $7,618 8 Grand $1,516 39
Douglas $7,015 o Pueblo $1,511 a7
Montrose $6,068 23 Dolores $1,452 14
Weld $5,798 95 Morgan $1,405 55
Summit $5,120 66 Yuma $1,211 63
San Miguel $4,695 26 Logan $1,167 31
La Plata $4,219 22 Conejos $1,076 23
Garfield $4,168 34 Sedgwick $987 23
Routt $3,760 31 Saguache $904 23
Teller $3,628 1 Kit Carson $785 51
Gunnison $3,480 17 Moffat $766 31
Ouray $3,196 2 Las Animas $638 19
Delta $3,057 14 Washington $552 49
Rio Grande $3,006 23 Prowers $517 35
Huerfano $2,856 8 Lake $425 1
Fremont $2,686 19 Lincoln $401 29
Archuleta $2,336 13 Cheyenne $347 52
Mesa $2,206 24 Baca $336 50
Elbert $2,158 39 Costilla $260 4
Custer $2,144 22 Crowley $201 21
Source: Colorado County Assessors’ Data (data for San Miguel County provided by Telluride Consulting — www.tellurideconsulting.com) 27
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More 100+ Acre Ranches Sold in Colorado Plains, but

More 1,000+ Acre Ranches Sold in Mountains in 2005.

Colorado, 2005

100% = (number of
transactions) 770 2,160 1,756

>100 acres

45-99 acres

35-44 acres

West Mountain Plains
Number of
transaction 18 76 64
>1,000 acres

Source: Colorado County Assessors’ Data.
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One-fifth of Acreage of Largest Transactions in

2005 Might Have Sold to Non-agricultural Investors.

2005 Including Ouitliers

- Transactions by non-agricultural investors (assumed by name)?

|:| Transactions by individuals, families, or agricultural corporations?

300+ ACRES IN 55 OF 64 COLORADO COUNTIES?! LARGEST TRANSACTIONS BY ACRE IN 55 OF 64 COLORADO COUNTIES?
100% = 471 493k $480 million
o Region County Grantee Acres Sale Date Sale Price $/acre
Plains Las Animas COLORADO RANCH HOLDINGS LLC 33,295 4/28/2005 $ 6,660,000 $ 200
0 Plains Crowley TIMMERMAN LAND & CATTLE CO. 22,650  3/17/2005 $ 3,206,700 $ 142
2 1 A) 2 5% Plains Elbert COLORADO REAL ESTATE VENTURE LLC 12,551 1/20/2005 $ 4,750,000 $ 378
West Garfield SPRING VALLEY HOLDINGS LLC 5,874 11/18/2005 $25,000,000 $ 4,256
Plains Lincoln LITTLE SPRINGS CORPORATION, LLC 5,433 11/9/2005 $ 1,600,000 $ 294
| Mountain Conejos BRIER PATCH CAPITAL & MANAGEMENT, INC 1,790 11/15/2005 $ 3,700,000 $ 2,067
' West Rio Blanco  Shell Frontier Oil & gas 1,780 12/14/2005 $ 3,740,000 $ 2,101
| West Garfield SPRING VALLEY DEVELOPMENT INC 1,398 1/12/2005 $ 8,600,000 $ 6,153
| Plains Logan HOME RANCH INC OF WYOMING 1,254  3/22/2005 $ 313,500 $ 250
\ West Mesa SANDPOINT INVESTMENTS LLC 1,214 4/19/2005 $ 875,000 $ 721
\ Plains Cheyenne  Spur Investments, Inc. 1,211 5/24/2005 $ 270,000 $ 223
92% \ Plains Lincoln COLORADO LAND INVESTMENTS |, LLC 1,119 2/16/2005 $ 469,600 $ 420
\ Plains Sedgwick 6D LAND CO LLP 1,104 1/26/2005 $ 610,000 $ 553
79% \ 75% Mountain Routt STEAMBOAT ALPINE DEVELOPMENT, LLC 1,081  4/14/2005 $19,000,000 $ 17,572
\ 0 Mountain Routt NEKO ENTERPRISES, LLC 1,002 11/16/2005 $ 26,400 $ 26
! Plains Weld PIONEER COMMUNITIES INC 899 5/27/2005 $ 2,500,000 $ 2,781
Mountain Routt STEAMBOAT SPRINGS HOLDINGS II, LLC 726 10/31/2005 $ 2,425,000 $ 3,341
Plains Elbert RCI DEVELOPMENT PARTNERS INC 640 7/12/2005 $ 2,500,000 $ 3,906
Plains Weld KONIG INVESTMENTS LLC 633 6/22/2005 $ 808,000 $ 1,277
Plains Elbert RCI DEVELOPMENT PARTNERS INC 600 9/29/2005 $10,000,000 $ 16,673
Plains Douglas A AND A INVESTMENTS LLC 592  3/28/2005 $ 7,721,000 $ 13,044
Plains Weld KONIG INVESTMENTS LLC 585 6/22/2005 $ 152,000 $ 260
Plains Las Animas OUTDOOR PROPERTY VENTURES LLC 560 4/29/2005 $ 125,000 $ 223

Number of  Total acres Total market
transactions sold size

1. There are 64 counties total in the state of Colorado. 55 counties provided data for 2005. Nine counties excluded from all analyses because we did not
collect data from them.

2. Grantee names were subjectively evaluated for likelihood of belonging to investors motivated by financial returns from development, energy exploration, or
other financial-based strategies other than agricultural operations. Results may be conservative since ambiguous names such as “XYZ Ranch Holdings
LLC” were categorized as possibly belonging to families, trusts, or agricultural corporations. 29
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Next Steps

» The Colorado Chapter of The Nature Conservancy seeks to partner with
Interested landowners, other conservation organizations, and public-
funding partners on conserving or limiting development on Colorado
private ranchland. TNC will continue to focus its private ranchland
conservation efforts on the largest landscape-size ranches in important
conservation areas that are increasingly threatened by development.

 Many landowners are unaware of the financial incentives available for
conservation easements or the extent to which Colorado ranchland has
been changing hands in recent years. TNC wishes to use information in
this presentation to communicate with and educate private landowners,
public partners, and communities.
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Appendix:
Sources of Information
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Sources of Information

 Eight interviews with Rocky Mountain realtors with
Industry :
an average of 18-years experience
Experts . : : .
» Three interviews with Colorado appraisers
Colorado » Assessors’ data on ranchland sales of >35 acres
County from 55 (out of 64) Colorado counties?
Assessors’ Data

Academic  Four interviews with academic experts in ranchland
Studies and market dynamics
Gov't Reports « 22 academic articles and publications

 USDA farm and ranch value data for nine Rocky
Mountain states over 25 years

1. Data for San Miguel County provided by Telluride Consulting (www.tellurideconsulting.com)
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Broker Interviews Conducted

Name Company Location Focus Areas  Focus Properties Experience
« Grand County * Almost 100% rural ranchland 28 years
e Summit County » Sold properties from 160-19,000 acres
*  Wyoming * Almost 100% rural ranchland (70% irrigated 13 years
+ Colorado ranch grassland / 30% recreational)
* South Dakota « Typically 1-60,000 acres
* Montana
* North Dakota
» Colorado * 100% farm and ranch (70% recreational / 30% 30 years
«  Wyoming traditional)
» Nebraska e Typically 160-150,000 acres
» Moffat « 50% rural ranchlands / 50% residential properties 2 years (4" generation
* Rio Blanco e Upto 2,000 acres ranching family with
_____________________________________________________________________ localties) .
Confidential «  Wyoming «  50% rural ranchland in northwestern WY by 10 years
* Montana Bear Tooth, MT
e Sold properties from 100-2,000 acres
e Colorado e 100% rural ranchlands (50% large production 31 years
Wyoming ranches, 50% sporting ranches)
e Montana e Up to 285,000 acres in New Mexico
* Nebraska e Up to 200,000 acres in Wyoming
*  Wyoming » 100% rural ranchlands 15 years
+ Colorado + Up to 36,000 acres
» Parts of New Mexico
+ Colorado + 100% rural ranchlands with strong 15 years
* Wyoming conservation and recreation attributes
* Montana in validated regions
* New Mexico » Sold properties from 700-312,000 acres
+ Idaho « Average selling price $17 million

© 2007 Beh Management Consulting, Inc.
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Appraiser and Academic

Interviews Conducted

Name Company Location Name Organization Location
Colorado Idaho
Colorado New Mexico
Confidential  [--------oeomeeeeec e
Confidential
Colorado Colorado
Colorado
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Ranchland Sales Data Collected
from Colorado Assessorst

Colorado ) No usable data
O Did not try to get data
(out of study’s scope)?
* Beginning database: ~65,000
parcel-based data points (>35
acres) from 55 out of 64 Colorado

OO counties

» Data exclusions
— ~1,500 potential duplicates

— ~15,000 data points represent
parcels in ~4,000 multi-parcel
O transactions (manually
aggregated)

O O * Remaining database: ~50,000

data points representing ~40,000
single parcel and multi-parcel
transactions

West Mountain Plains

1. Data for San Miguel County provided by Telluride Consulting (www.tellurideconsulting.com)
2. We did not purchase data from Adams, Denver, and Jefferson counties because of the high level of current development in those counties (and assumed low rate of
turnover of large ranches). We did not try to collect data from Otero, Bent, and Kiowa counties because we felt we had enough representation from the Plains counties.
Hinsdale county is 97% public land, so we assumed a low rate of ranchland turnover. We tried to collect data from Jackson county by visiting the assessor’s office, but the
records were not organized in a way that they could be collected.
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Varying Datasets Used in Report

Caveat: Discrepancies among results shown on the following three pages are
due to different datasets used for different types of analyses.

» 55 of 64 Colorado counties provided assessors’ data for 2005.1 Therefore, whenever 2005
2005 Only results are shown, all 55 participating counties are represented, and these results represent the
closest approximation to the actual Colorado market. For example, page 11 is the best estimate
of the total recent market size of Colorado ranchland (i.e., total acres, number of transactions,
total sales values).

» Only 47 of the 64 Colorado counties  provided assessors’ data going back as far as 1998.1
1998 - 2005 Therefore, where slide 10 shows a time series of results from 1998 to 2005, only 47 of 64
Colorado counties are represented, and these results are less representative of the actual
Colorado market vs. when just 2005 results are shown. These results are useful for looking at
changes in transaction sizes and volumes over time, but are not accurate representations of the
total market size of Colorado Ranchland in any of the years shown.

» Only 24 of the 64 Colorado counties provided assessors’ data going back as far as 1990.1
1990 - 2005 Therefore, where slide 12 shows a time series of results from 1990 to 2005, only 24 of 64
Colorado counties are represented, and these results are less representative of the actual
Colorado market vs. when just 2005 results are shown or even when 1998 — 2005 results are
shown. These results are useful for looking at changes in transaction sizes and volumes over a
longer period of time, but are not accurate representations of the total market size of Colorado
Ranchland in any of the years shown.

1. Data for San Miguel County provided by Telluride Consulting (www.tellurideconsulting.com)
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