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Option to Sell (Put Option) o>

An option to sell may be used to assure that a property acquisition can be

undone if expectations are not met.

INTRODUCTION

The holder of an option to sell (sometimes called a “put”
or “put option”) has the right, but not the obligation, to
sell a specified property interest to the grantor of the put
option at a certain price within a certain period of time.
The grantor of the put option has the obligation to pur-
chase the property interest if the holder exercises the
option. The option holder typically will have sought the
put option at the time they acquired the property to en-
sure that they can undo the acquisition if their
expectations regarding funding or other matters related to
the acquired property are not met.

Described below are three situations in which a put op-
tion could be an appropriate tool.

TEMPORARY ACCOMMODATION

Sometimes a land trust, trail group, or other organization
may help another by acquiring land or an easement and
holding it on a temporary basis until the other organiza-
tion, slated to be the permanent owner or holder, raises
sufficient funding to purchase the property. To ensure
that a temporary accommodation does not turn into a
permanent arrangement, the accommodating organiza-

tion may want a mechanism to compel the other to buy

out its investment after a certain period of time. A put op-

tion will ensure that the accommodating organization is
relieved of its burden and compensated for its investment.

ENSURING PROJECT PARTICIPATION

An organization may be willing to acquire a property rely-
ing on the promises of other project participants to raise
funds for long-term stewardship. To protect itself from
being saddled with the burdens of ownership without
proper funding, the organization may require, as a condi-
tion to accepting ownership, the right to sell the property
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to other project participants if, after a certain date, the re-
quired stewardship funding is not in place.

UNWINDING A COLLABORATION

The partners in a conservation project may need to ad-
dress the possibility that circumstances may occur when
they will want or need to go their own way. For example:

A land trust enters a joint venture with an educa-
tional organization to acquire land for use as a
nature preserve with an environmental study cen-
ter. If the sale of a conservation easement (which
will finance the land trust’s stewardship of the
land) to a government agency does not material-
ize, the land trust does not want to remain as a co-
owner. If a grant from another government
agency to build and operate the center does not
materialize, the educational organization does not

want to remain as a co-owner.

The collaboration may be structured so that each organi-
zation has an option to make the other buy out its interest

if its project expectations are not met.

The collaboration may be further structured so that if,
say, organization A exercises its put option and organiza-
tion B subsequently defaults on its obligation to purchase
organization A’s interest, organization A can have the
right (a purchase option) to purchase the organization B’s

interest (perhaps at a discounted price) so as to be in a po-
sition to control a sale to a third party of the entire set of
property interests related to the joint venture.
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Patricia L. Pregmon, attorney at law, and Andy Loza are the authors.


https://conservationtools.org/guides/27
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WeConservePA offers this guide thanks to support from the William
Penn Foundation and the Community Conservation Partnerships
Program, Environmental Stewardship Fund, under the
administration of the Pennsylvania Department of Conservation and

Natural Resources, Bureau of Recreation and Conservation.

Nothing contained in this document is intended to be relied upon as
legal advice or to create an attorney-client relationship. The material
presented is generally provided in the context of Pennsylvania law
and, depending on the subject, may have more or less applicability

elsewhere. There is no guarantee that it is up to date or error free.
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