Land Trust Standards and Practices 2004         
Standard 8:  Evaluating and Selecting Conservation Projects



Practice 8K:  Evaluating Risks

· The land trust examines the project for risks to the protection of important conservation values (such as surrounding land uses, extraction leases or other encumbrances, water rights, potential credibility issues or other threats) and evaluates whether it can reduce the risks.  The land trust modifies the project or turns it down if the risks outweigh the benefits.

Land transactions may expose the organization to risks of hazardous waste liability, inability to protect the important conservation values adequately due to external circumstances, or damages to credibility.  Physical examinations of the property and other sources of information allow the land trust to assess a project’s merit and identify its benefits, and to assess management and enforcement risks and identify potential problems.  Based on this information, the land trust makes decisions throughout the transaction process about how to proceed.  If there are significant risks, the land trust may allow the project to continue on its course toward acquisition, stop for troubleshooting, modify the project, or if the problem is severe enough reject the project outright.  Accepting a project where the risks outweigh the benefits may be an unwise use of the time and money that people contribute to the land trust.  To move forward with a project, a land trust must be satisfied that the benefits are worth the land trust taking the risk.
Introduction to Risk Evaluation

On-site examinations allow the land trust to assess the project’s merit and identify benefits—and to assess management and enforcement risks and identify potential problems.  Based on these examinations, as well as other sources of information, the land trust makes decisions throughout the transaction process about how to proceed:  the land trust may allow the project to continue on its course toward acquisition, stop for trouble-shooting or, if the problem is severe enough, reject the project outright.  At each step of the way, from selecting a project for consideration to final action to accept or decline, staff and board weigh costs, benefits and risks.

In assessing risks, the land trust should consider that one of the greatest risks in many conservation projects is public misunderstanding of or opposition to the transaction.  Will the price be perceived as fair?  Will the public understand and support the objectives of the project?  If some limited development is involved, will there be substantial opposition or criticism?

If there is anything suspicious, dangerous, or disturbing on or about the property, the land trust should investigate, engaging outside experts where appropriate.  It should get a full report on the nature and extent of the problem, what can be done to address it and how much it will cost.

Accepting a project where the risks outweigh the benefits is unwise use of the time and money that people contribute to the land trust.  Moreover, if risks materialize into outright hazards or negligence, the legal and financial problems that follow could bankrupt the land trust or ruin its credibility.

This is not to say that land trusts may never take risks in accepting land management or easement enforcement responsibilities.  Any risks taken, however, should be calculated.  Sometimes a transaction can be restructured to solve the problem.  Sometimes sufficient funding for management or contingencies may be obtained to cover the risk.  Other times the risk cannot be mitigated, but the land trust decides it is acceptable and the conservation values at stake make it worth taking.  Occasionally, the risk simply is unacceptable.

In any case, the land trust’s board must make an informed, thoughtful analysis and decision.  It must have sufficient information to understand the risk and evaluate it.  And finally, to approve a project, it must be satisfied that the benefits are worth the land trust taking the risk.

This practice is integrally linked to the project selection process of practice 8B.

Sample Land Trust Worksheets

· Oconee River Land Trust (GA) – Benefits and Risk Assessment
(
( This material is designed to provide accurate, authoritative information in regard to the subject matter covered.  It is provided with the understanding that the Land Trust Alliance is not engaged in rendering legal, accounting, or other professional counsel.  If legal advice or other expert assistance is required, the services of competent professionals should be sought.
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