
 

 

 
 
 
To the Board of Directors 
Georges River Land Trust 
Rockland, Maine 
 
 
We have audited the financial statements of Georges River Land Trust for the year ended 
December 31, 2014 and have issued our report thereon dated October 06, 2015.  Professional 
standards require that we provide you with information about our responsibilities under 
generally accepted auditing standards, as well as certain information related to the planned 
scope and timing of our audit.  We have communicated such information in our engagement 
letter to you dated January 29, 2015.  Professional standards also require that we communicate 
to you the following information related to our audit. 
 
Significant Audit Findings  
 
Qualitative Aspects of Accounting Practices

 

 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by Georges River Land Trust are described in Note A to the 
financial statements.  No new accounting policies were adopted and the application of existing 
policies was not changed during the year ended December 31, 2014.  We noted no transactions 
entered into by Georges River Land Trust during the year for which there is a lack of 
authoritative guidance; however, there does not appear to be consensus in the professional 
literature on the accounting treatment for conservation easements. The bodies that set the rules 
for generally accepted accounting principles (GAAP) have not addressed conservation 
easements; consequently there are no high-level sources of GAAP from which to obtain 
guidance. Georges River Land Trust has adopted a policy based upon its judgment that does not 
recognize any amount in the financial statements for the donation of an easement while the 
costs of purchased easements are reflected as an expense. Easements are therefore not recorded 
as assets, which we believe is an appropriate method in the circumstances. All significant 
transactions have been recognized in the financial statements in the proper period.  
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events.  Certain accounting estimates are particularly sensitive 
because of their significance to the financial statements and because of the possibility that 
future events affecting them may differ significantly from those expected.   
 



The most sensitive estimates affecting the financial statements were: 
 

1) Management’s assignment of property values is based upon purchase documentation, 
appraisals, and municipal tax records. The impairment of values for properties that were 
later encumbered by conservation easements or instruments of trust was estimated using 
guidelines from the Maine Revenue Services for open-space tax classification. We 
evaluated the key factors and assumptions used to develop property values while 
determining that they are reasonable in relation to the financial statements taken as a 
whole. 
 

2) Management’s estimate of the allowance for doubtful promises is based on experience 
and collection history. We evaluated the key factors and assumptions used to develop the 
allowance while determining that it is reasonable in relation to the financial statements 
taken as a whole. 

 
3) Management’s estimate of the discount for the time value of money associated with long-

term pledges receivable is based on an assessment of the current interest rate 
environment. We evaluated the key factors and assumptions used to develop the 
allowance while determining that it is reasonable in relation to the financial statements 
taken as a whole. 

 
4) Management’s estimate of depreciation is based on general knowledge and rules of 

thumb for equipment and building estimated useful lives.  We evaluated the key factors 
and assumptions used to develop the useful lives in calculating depreciation while 
determining that it is reasonable in relation to the financial statements taken as a whole. 

 
5) Management’s valuation of the grantor retained life estate is based upon estimates of 

current value for real estate, life expectancy data, estimates of future rates of real estate 
growth, and present value discount rates. We evaluated the key factors and assumptions 
used to develop the valuation of the grantor retained life estate while determining that 
they are reasonable in relation to the financial statements taken as a whole. 

 
Certain financial statement disclosures are particularly sensitive because of their significance to 
financial statement users.  The most sensitive disclosures affecting the financial statements were: 
 

1) The disclosure of investments in Note B to the financial statements;  
2) The disclosure of a grantor retained life estate in Note C to the financial statements; 
3) The disclosure of an endowment in Note E to the financial statements;  
4) The disclosure of conservation property in Note G to the financial statements;  
5) The disclosure of temporarily restricted net assets in Note H to the financial 

statements;  
6) The disclosure of permanently restricted net assets in Note I to the financial 

statements; 
7) The disclosure of board designated net assets in Note J to the financial statements; 
8) The disclosure of a prior period adjustment in Note O to the financial statements; and 
9) The disclosure of subsequent events in Note Q to the financial statements. 

 



The financial statement disclosures are neutral, consistent, and clear. 
 
Difficulties Encountered in Performing the Audit

 

 

We encountered no significant difficulties in dealing with management in performing and 
completing our audit.   
 
Corrected and Uncorrected Misstatements

 

 

Professional standards require us to accumulate all misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of 
management. The attached schedule summarizes uncorrected misstatements of the financial 
statements. Management has determined that their effects are immaterial, both individually and 
in the aggregate, to the financial statements taken as a whole.  The following material 
misstatements detected as a result of audit procedures were corrected by management: 
 

 An adjustment was made to record a prior period adjustment concerning the valuation of 
conservation property 

 An adjustment was made to record a prior period adjustment concerning the existence of 
a grantor retained life estate 

 An adjustment was made to derecognize a conditional promise as revenue 
 

Disagreements with Management

 

 

For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, 
that could be significant to the financial statements or the auditor’s report.  We are pleased to 
report that no such disagreements arose during the course of our audit. 
 
Management Representations

 

 

We have requested certain representations from management that are included in the 
management representation letter dated October 06, 2015. 
 
Management Consultations with Other Independent Accountants

 

 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a 
consultation involves application of an accounting principle to Georges River Land Trust’s 
financial statements or a determination of the type of auditor’s opinion that may be expressed on 
those statements, our professional standards require the consulting accountant to check with us to 
determine that the consultant has all the relevant facts. To our knowledge, there were no such 
consultations with other accountants. 
 
 
 
 
 





 

 

 
 
 
October 06, 2015 
 
To the Board of Directors 
Georges River Land Trust  
Rockland, Maine 
  
 
In planning and performing our audit of the financial statements of the Georges River Land 
Trust (GRLT) as of and for the year ended December 31, 2014, in accordance with auditing 
standards generally accepted in the United States of America, we considered GRLT’s internal 
control over financial reporting (internal control) as a basis for designing auditing procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion of the effectiveness of 
GRLT’s internal control. Accordingly, we do not express an opinion on the effectiveness of 
GRLT’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or 
significant deficiencies may exist that were not identified.  However, as discussed below, we 
identified certain deficiencies in internal control that we consider to be significant deficiencies. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or combination of deficiencies in internal control, such that there is a reasonable 
possibility that a material misstatement of GRLT’s financial statements will not be prevented, 
or detected and corrected on a timely basis. We did not identify any deficiencies in internal 
control that we consider to be material weaknesses. 
 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that 
is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. We consider the following deficiencies in GRLT’s internal control to 
be significant deficiencies:  
 



Segregation of Duties 
 
Condition:  As is common with many small not-for-profit organizations, the size of the GRLT's 
financial staff precludes certain internal controls that would be preferred if the staff were large enough to 
provide an optimum segregation of duties. 
 
Reason improvement is needed:  Controls are most effective when two different individuals are 
assigned the responsibility of authorizing transactions, recording transactions, and maintaining the 
custody of assets.  Currently, several individuals perform two or more of these functions in the normal 
course of performing their duties.  
 
Recommendation:  We recommend the Executive Director and Board remain involved in the financial 
affairs of GRLT to provide oversight and independent review functions.  A segregation of duties 
concern will exist as long as the size of the GRLT's financial staff and the assignment of duties remains 
the same.    
 
 
Pledges Receivable Reconciliation  
 
Condition:  Through inquiry, we noted that the pledges receivable detail in FileMaker Pro (the listing of 
individual donors and the balances they owe the organization) is not reconciled to the general ledger in 
QuickBooks each month as part of the month-end close. 
 
Reason improvement should be considered:  Mispostings, misappropriations and misapplications of 
payments may be present and go undetected by management. Errors are easier to locate and corrective 
action is more effective when timely identified. 
 
Recommendation:  We recommend a responsible employee independent of the posting of cash receipts 
in FileMaker Pro, reconcile the pledges receivable detail in FileMaker Pro to the pledges receivable 
balance (A/R Aging report) in QuickBooks each month as part of the month-end close. Any differences 
identified should be investigated and corrected. 
 
 
Pay Rate Authorization 
 
Condition:  As part of our walkthrough steps regarding payroll, we noted that comprehensive pay rate 
authorization documentation is not maintained for each employee in their personnel file. In our 
walkthrough of an employee’s personnel file, we were provided with evidence of an approved salary 
from 2007 that did not match the current rate of pay for the employee selected. 
 
Reason improvement should be considered:  Without proper documentation to support each employee's 
current pay rate, misunderstandings can arise.  Disputes concerning pay rates may be difficult to resolve.  
In instances involving disputes brought before the Department of Labor, the substantiation of pay rates 
often rests with the employer. Absent employer documentation to the contrary, awards normally favor 
the employee. 






