VHCB FARM PROJECT APPRAISAL PROCESS
September 2023

Overview

VHCB is pleased to offer financial assistance to applicants for cost-sharing farmland conservation
easement appraisals, to assist in equity and financial accessibility.

After a long history of VHCB staff ordering most farm appraisals, VHCB staff began allowing applicants to
participate in the ordering process on a trial basis, starting with the Vermont Land Trust, in 2021. This
has been beneficial for VHCB and Applicant staff, by saving VHCB staff time and allowing the Applicant
more agency over the timeline and development of their project. VHCB would like to continue this
process, and expand these flexibilities to all qualified applicants beyond the Vermont Land Trust. Since
VHCB is using public funds to cost-share for these appraisals, these guidelines must be followed to
ensure consistency and fairness in procedural expectations.

These guidelines are designed to be for procedural purposes only, and will not delve into specifications
required of an appraisal report itself. Instead, those may be found in the Specifications for Narrative
Appraisal Reports for Valuing Conservation Restrictions. In addition, reports should be to the standards
of the Uniform Standards of the Professional Appraisal Process, meet all requirements of the NRCS
ACEP-ALE program (as applicable), and Section 1.170 A-13(c)(3) of the Internal Revenue Code.

The purpose of this document is to provide clear expectations for the process involved in ordering,
receiving, and paying for appraisals, and will be divided into three primary sections:

1. |Initial reports
a. Soliciting quotes

b. Ordering the appraisal

c. Receiving and documenting the report once received
2. Appraisal updates or revisions

a. When updates may be required

b. How to order updates/revisions

c. Under which circumstances VHCB will provide funding for updates/revisions
3. Technical reviews

a. When an appraisal will be sent for technical review

In addition to these guidelines, the following appendices/attachments will be referenced in this
document:

1. Appraisal Engagement Letter Template

2. Appraisal Order Checklist

For any questions relating to the appraisal ordering process or cost-share arrangements, please contact
the VHCB Agricultural Program Staff:
Holly McClintock (holly@vhcb.org), or Stacy Cibula (s.cibula@vhcb.org).




Initial Reports

1) After the VHCB Farm Preapplication Committee approves the project, Applicant will use the
Appraisal Order Checklist to ensure they are ready to order the appraisal.

a. At this stage, the Applicant and VHCB may communicate as to easement area
configuration, special easement provisions, choice of appraiser, and cost sharing
arrangements.

b. The Applicant will revisit the approved preapplication and will consult minutes of the
VHCB Farm Preapplication Committee to ensure that project details are consistent with
the project as it was approved. Some of these details, include, but are not limited to:

i. Easement configuration, including exclusions, acreage, and complexes
ii. Water quality protections, or other special protection zones (including
archeological zones)
iii. Programmatic eligibility, as applicable (including NRCS ACEP-ALE eligibility)
iv. Housing rights, or unique easement terms such as preapproved subdivisions

c. If any of the above project details have changed since the preapproval, the Applicant
must notify VHCB and should be prepared to explain or justify these changes.
i. If these changes are so minor as to be deemed insignificant (i.e., minor acreage
or boundary adjustments), the Applicant may skip this step.

2) The Applicant solicits bids, including a quote and timeline for completion, from qualified
appraisers.

For NRCS ACEP-ALE appraisals, a definition of a “Qualified Appraiser” can be found in the Specifications and
Scope of Work for Appraisals of Real Property for the Agricultural Conservation Easement Program —
Agricultural Land Easement Component document.

a. Applicant staff will evaluate the bids fairly and objectively, primarily based on the total
appraisal cost and the capacity of the appraiser to complete the work in a timely
manner.

b. Due to the bottleneck of appraisal work in this area, in some instances, it may be more
advantageous to choose a more costly option, if that appraiser is able to provide a
shorter timeline for delivery. The Applicant should use their best judgment in balancing
these competing interests.

c. Inallinstances in which VHCB will be paying for a portion of the appraisal, VHCB
reserves the right to request more information regarding why an appraiser was

selected, and may request that the Applicant reconsider or solicit additional bids.

3) The Applicant prepares the Appraiser Engagement Letter.

a. Applicant will email the draft engagement letter to VHCB with all applicable
attachments, including (maps, deeds, appraisal agreement, etc.), as it would be sent
to an appraiser. |If VHCB is satisfied with the engagement packet, they will let Applicant
staff know that the order can proceed.
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If project details were not discussed prior, VHCB may have follow-up questions or
suggestions that must be answered before approval.

If the VHCB staff person assigned to the farm appraisal process is unsure how to
proceed on a particular project, they may consult with the VHCB Agricultural Director or
other VHCB staff in order to reach consensus.

Only after written (emailed) VHCB approval, Applicant then sends the letter to the
appraiser.
i. Even if the appraisal order was discussed and approved verbally (i.e., on the
phone, in a meeting), the approval must still be documented in writing.

4) Receiving and paying for an appraisal

The appraiser will send the appraisal report to VHCB, the Applicant, and the landowner,
along with invoices for each applicable party.

VHCB will pay 50% of the fee for an initial appraisal, given the following criteria are met:
i. The preapplication committee has approved the project as it will be presented
to the appraiser.
1. Any exceptions are very rare, must be a result of an extraordinary
circumstance, and must be discussed with VHCB prior to ordering.
ii. VHCB has received the draft order, including the Appraiser Engagement Letter
and all attachments, and has approved the order in writing (via email).
iii. The invoiced amount matches the quoted amount given by the appraiser.

If the above criteria are not met, VHCB reserves the right to decline cost-sharing the
appraisal report.

Ordering an appraisal update or revision

Appraisal updates or revisions may be required for any number of reasons, including (but not limited to):

1) Compliance with NRCS requirements (only applicable for projects seeking NRCS ACEP-ALE

funding, which is the majority of VHCB’s farm projects).

o As per VHCB’s current program agreement with NRCS, USPAP NRCS-compliant
appraisals will expire one year after the effective date, and require a “timing
update” with a new effective date.

= The exception to this is when the effective date of the appraisal falls within
6 months of (either before or after) the ACEP-ALE parcel contract date of
execution—in these cases, the appraisal will not expire.

= The terms of when appraisals will or will not expire may change in future
NRCS program agreements.

o Ifthe original appraisal was not completed to NRCS specifications (if applicable), as
in the case of a USPAP Restricted Report, it will need an update to be brought up to
NRCS specifications.



=  When possible and practical, projects seeking ACEP-ALE funding should be
evaluated under NRCS-compliant USPAP standards in the initial appraisal.
Exceptions to this may be discussed with VHCB.

2) Significant changes to:

O

O

Proposed easement area configuration
= j.e., new or modified exclusion areas
Physical characteristics of the property
= j.e., new buildings, or casualty damage to existing buildings
Proposed easement language
= j.e., size/configuration of special protection zones
Addition/removal of special provisions
= j.e., addition of a preapproved subdivision, new housing rights
Any other change to the project that may have an impact on the easement value.

3) New legal factors to consider, such as:

O O O O O O

New encumbrances

Rights of way

Options

Rights of first refusal

Life estates, or

Relinquishment of previous encumbrances.

4) |If there are new property owners who have changed the use or intended use of the

property.

Given the rising cost of reports, the shortage of qualified appraisers, the bottleneck that already exists
for those qualified appraisers, and the increased staff time needed to process appraisal updates, the
order for an appraisal update should not be placed until the majority of project details are finalized.
The following considerations should be made prior to ordering an update:

1. Final mapping and survey work

O
O

Has the boundary been finalized?
Is the acreage certain?
= [fthere is a chance that the acreage may change based on field
work/surveying? If so, the order for the update should not be placed until
this field work/survey has been completed.

2. Size and configuration of special protection zones

O

Has field work been completed to verify the resources that will be protected within
special protection zones?

3. Projected closing timeline

O

Unless the effective date of the updated appraisal falls within the 6-month window
of the ACEP-ALE parcel contract execution date, the updated report will expire in
one year, just as the initial appraisal.



o The updated report should not be ordered so early that it runs the risk of expiring a
second time, but also not so late that it may delay closing.

4. s the landowner satisfied with the easement terms and configuration?

o Prior to ordering an appraisal update, the Applicant should ensure that the
landowner is satisfied with the terms and configuration. If any changes are
anticipated, or if the landowner is on the fence about proceeding with the project, it
would be best practice to avoid ordering updates until these details are finalized.

1) Placing the order for update/revision

a)

b)

c)

For major revisions, such as those addressed earlier in this section, the Applicant should
revisit the appraisal order checklist and prepare a new engagement letter for VHCB staff
approval, once again including any applicable attachments (i.e., new maps.)
i) At this time, the applicant may discuss any alternate cost-sharing scenarios with
VHCB staff.

In some scenarios, and only at VHCB discretion, the appraisal update may be ordered
by a simple email request to the appraiser, without a new appraisal engagement
package. Some of these scenarios include:

1) Asimple NRCS timing update

2) A minor acreage change based on final mapping or survey

3) Reconfiguration of special protection zones or building complexes

When requesting an update, Applicant staff should solicit a quote from the appraiser for
the cost of the update and provide this to VHCB prior to approval.

i. In some situations when the work on the part of the appraiser is minimal, they
may choose not to provide a quote, and may instead simply invoice for the
number of hours the revision took to complete. This is okay, but either way,
VHCB should know up front what to expect.

2) Payment

a)

b)

c)

The appraiser will email the completed update to the Applicant, VHCB, and the
landowner, as they did for the original. The appraiser should also provide an invoice to
the applicable party(s).

VHCB will pay 100% of the fee for appraisal updates that are required for the following
reasons:
1. Administrative delays leading to an appraisal expiration
2. Updates that are needed for NRCS compliance
3. Changes to easement terms or configuration that are out of the landowner’s
control

VHCB will not cost-share for updates that are ordered for the following reasons:
1. Landowner indecision or hesitation, or solicitation of appraisal update that is
not required for programmatic purposes
2. Reluctance to sign a Purchase & Sale Agreement
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3. Voluntarily changing the configuration or easement terms, especially if these
changes lessen the conservation value of the easement. i.e, reducing size of
special protection zones, adding housing rights)

Ultimately, whether or not to contribute funds to an update/revision is up to VHCB staff’s discretion.
Staff will evaluate these requests holistically and reasonably alongside the Applicant, but VHCB has no
obligation to cost-share appraisal updates that are justifiably considered to be erroneously ordered,
unnecessary, or inconsistent with the process outlined in this document.

If Applicant staff does not have VHCB’s written approval to order the update prior to engaging the

appraiser, VHCB will not contribute funds toward the fee—No matter the reason for the update being
ordered.

Ordering a Technical Review

It is VHCB’s responsibility to order technical reviews for the majority of our NRCS farm projects
(technical reviews are not sent for non-NRCS projects). Sending appraisals for technical review ensures
that our reports are meeting all of the technical components required by NRCS, which is important since
at least 15% of our NRCS farm easements are spot-checked by the NRCS Easement Programs Division in
any given year, and any deficiencies may threaten VHCB’s certified entity status.

Exception:
For “Buy-Protect-Sell” NRCS projects that do not follow the standard certified entity timeline,

NRCS staff is responsible for ordering a technical review. Grantee staff must send the final
appraisal report to NRCS as part of the pre-close packet for these projects.

VHCB works exclusively with two experienced technical reviewers, both under contract: Norm Lee, and
Nancy King. VHCB staff makes an effort to evenly spread the review work amongst these two reviewers,
and neither the Applicant nor appraiser may request that a report be assigned to a certain reviewer.

In some scenarios, appraisers who are newer to NRCS reports, or who are faced with a particularly
complex configuration/set of easement terms, may benefit from having a preliminary conversation with
a technical reviewer to ask questions or receive feedback prior to starting the report. VHCB is in favor of
these conversations, as long as the technical reviewer has consented in advance.

A technical review of an appraisal should be ordered only when:
1) A project has received a VHCB Board commitment and is on-track to close.

2) There is a completed appraisal for the project that is an Appraisal Report (self-contained) under
USPAP specifications (and that we assume also meets NRCS specifications).

3) The most recent appraisal on hand for the project has an effective date that will allow the
project to close in compliance with NRCS rules for appraisal freshness (either no more than a
year old at closing, or dated within six months before or after VHCB signs a contract with NRCS
for funding that farm).

a) Barring unforeseen circumstances, an appraisal will not be sent for review until the
configuration, acreage, and easement terms are finalized.
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Appraisal will be sent for
technical review

Appraisal may or may not be
sent, on a case-by-case basis

When VHCB would consider
not sending appraisals for
technical review

The project will be submitted
for NRCS funding, and:

» Appraised value
exceeds the VHCB cap
of $550,000

» Unique conditions (e.g.,
unusual easement
terms, such as “condo
housing” rights,
complex easement
configuration
boundaries)

» When a project returns
to and is approved by
the Board for more
money because of an
increase in the appraisal

> If the appraiser is new
to VHCB

If any of the terms above apply,
the appraisal must be sent for
technical review.

The project will be submitted
for NRCS funding, and:

» If the appraised
easement value is no
more than $100,000

» If parcel is on track to
close soon, there are no
concerns, and the VHCB
Agricultural Director
approves

> If parcel is not being
submitted for NRCS
funding.




Appendix 1: VHCB and Applicant Responsibilities

Applicant Responsibility

VHCB Responsibility

Ordering
initial
appraisal

O

O

Solicit bids from qualified appraisers

Review the project as it was approved
by the preapplication committee by
reading the meeting minutes, and
ensure that everything matches.

o Ifthere are proposed
changes, consult with VHCB
staff in a timely manner.

Include VHCB staff on
correspondence with appraisers when
placing the order, or discussing
configuration/ billing questions.

Communicate with landowner to
ensure appraisal was received.

If a party other than the landowner
has agreed to pay for the landowner’s
share of the appraisal, ensure that has
been coordinated.

Take comprehensive minutes/notes
from each preapplication committee
meeting, and make them available to
Applicant staff in a timely manner.

These minutes should make note of
any follow up needed prior to ordering
an appraisal, and should also clarify if
the committee recommended a
different configuration/set of terms
than what was proposed on the
preapplication form or maps.

Approve (or suggest changes to)
Appraiser Engagement Letter within
five business days of receipt from
Applicant staff.

Keep record of all appraisal orders on
an internal master list, including
information such as; the date the
appraisal was ordered, the name of the
Applicant and project director, the
name of the appraiser, whether or not
the appraisal was an initial report or an
update, and the amount VHCB/the
landowner will be billed upon receipt.

If applicable, update tracking lists to
reflect that an appraisal is underway
(such as the “NRCS Tracking” or “NRCS
Closing” spreadsheets).

Review the appraisal, and pay VHCB's
share of the fee (if applicable) after
ensuring that the basic requirements
are met and that the amount billed is
consistent with the amount quoted.

Update applicable trackers/
spreadsheets with appraised value,
effective dates, etc.




Confer with VHCB staff to confirm
that an appraisal update is required.

Solicit bids from qualified appraisers.

Ensure that project details are
finalized, to the fullest extent

Provide timely approvals or
suggestions to appraisal update orders.

Prior to ordering, confirm cost-share
arrangements and whether or not
VHCB will pay for the update.

Ordering possible.
update

Include VHCB staff on
correspondence with appraisers when
placing the order, or discussing
configuration/ billing questions.
Communicate with landowner to
ensure appraisal was received.

O Orderreviews in a timely fashion,
being considerate of closing timelines
to the extent possible.

o There are some instances in
which the review will be
closer to the closing date than
desired. For example, if there
is an appraisal update needed
for NRCS timing purposes, and
the appraisal takes longer to

Technical arrive than expected.
Reviews

Inform Applicant that a technical
review has been ordered, and who is
performing the review.

When an approved review is received,
inform Applicant and appraiser.

Update applicable spreadsheets (i.e.,
NRCS Closing List) with approval dates.




