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Workshop Goal

To share the experience of 

three accredited land trusts 

in negotiating and 

documenting restrictions, 

business systems and 

accounting practices, high 

level discussion of 

endowments.



Agenda

• Welcome and Presenter Introductions

• Defined Terms - Anne

• Overview of Accounting and 

Accreditation - Rick

• Major Gift Policy, Donor Forms, Other 

Policy Matters - Anne

• Restricted Asset Tracking Systems, 

Spending Rules, Endowments –

Amanda

• Your Questions 



Amanda Branson

Current: Director of Operations & Finance, Northwest Connecticut Land 

Conservancy 

Former: Executive Director, Naromi Land Trust (Sherman, CT)

Northwest Connecticut Land Conservancy

• 7 full-time employees, 1 year-round part-time employee, plus 

seasonal/project based temporary employees.

• Regional land trust in Litchfield and northern Fairfield Counties 

• Established in 1965

• 12,500+ acres protected– 282 Fee/6,318 acres, 215 CEs/6,254 acres, 21 

public preserves, 40 working farms

• Operating budget for 2021: $1.2 MM

• Many restricted gifts and grants



Rick Newton

Current: Treasurer – Connecticut Land Conservation Council

Avalonia committees: Development,  Stewardship, Stonington Town 

Committee

Former: Board of Directors, Treasurer, Vice-President – Avalonia Land 

Conservancy, Inc

Avalonia Land Conservancy

• One full time and one part-time employees –director of development 

and programs and office assistant 

• Regional land trust in New London County along with two islands in 

Long Island Sound (one in NY and one mostly in RI).

• Established in 1968

• Approximately 110 parcels / easements 4,451 acres

• Operating budget for 2021: $192,000

• Many, many restricted gifts and grants



Anne Westerman

Current: Board of Directors – Flanders Nature Center & Land Trust, Inc.

Flanders committees: Van Vleck Farm & Nature Sanctuary, Land Acquisition, 

Violations, Development, Finance, LEARN (Adult & family programming)

Former: Board President – Flanders Nature Center & Land Trust, Inc.

Flanders Nature Center & Land Trust

• 4 full-time employees – Executive Director, Director of Finance, and two 

Education professionals. 4 part-time employees to cover Land 

Management, Development, Marketing/Volunteers, and Education; plus 

seasonal education staff

• Regional land trust in New Haven and Litchfield Counties, based in 

Woodbury 

• Established in 1963

• Approximately 60 parcels / easements = 2,400 acres

• Operating budget for 2021: $690,000  (only 20% related to land trust)

Land trust stewardship is ALL VOLUNTEER

• Many restricted gifts and grants





As a Board Member, we look at Budget v. 

Actual on a regular basis => Operating 

funds

Also responsible for other Balance Sheet Assets:
• Protected Lands, buildings, and equipment

• Funds invested to support our mission, and the 

lands we have protected

• Funds entrusted to us to deliver our mission (e.g. 

scholarships, grants)

Are they restricted??



DEFINED TERMS

Restrictions –determined by the donor when they make a gift, restricted 

to use for a certain purpose or period of time.

Board Designated - Within Unrestricted, the Board has the ability to 

DESIGNATE funds to support its mission.  From an accounting point of 

view, it is not an actual restriction (because it can be reversed), but the 

land trust is fulfilling its fiduciary obligation  to financially support its 

mission.

Cash Method of Accounting / Accrual Method

Board accountability:

• Financial Reports*

• Audit vs. Review by CPA vs. Compilation

• IRS Form 990 – basis of our non-profit status

Endowment -Donors give funds or other assets to be maintained in 

perpetuity as investments for the benefit of the organization.  These 

donations may not be spent, but generally the earnings from these gifts 

are unrestricted.



DEFINED TERMS

LTA Accreditation Requirements Manual

Terrafirma Calculator – determines the amount that a land trust should 

be holding in reserve for legal defense in case of issues with a 

neighbor (fee) or a landowner (easement). 
https://learningcenter.lta.org https://terrafirma.org/calculator/start

https://learningcenter.lta.org/
https://terrafirma.org/calculator/start


Financial Reports

Balance Sheet 
Statement of Financial Position in Financial Statements

Profit & Loss Statement 
Income Statement or Statement of Activities in Financial Statements

Budget vs Actual



Balance Sheet

Perpetual Restrictions

• Easements donated and purchased

• Donor Restricted Funds (“Endowment”)

Restrictions as to Purpose or Time

• Donor Restricted Funds to use for purpose until spent  

• Grants

Board Designated

Unrestricted

• Operating Funds





Who makes the rules?

FASB – Financial Accounting Standards Board determines what are U. S. Generally 

Accepted Accounting Principles (GAAP).

SFAS – Statement of Financial Accounting Standards (nonprofits are governed by 

numbers 95, 116, 117 & 124).

ASU – Accounting Standard Updates to existing rules (2014-09 / 2016-14 / 2018-08).

Accountants and auditors review financial records to determine conformity to GAAP.  

Auditors must qualify financial statements that don’t follow GAAP.

Land Trust Alliance Standards and Practices generally require GAAP to be followed 

but permit other than GAAP treatment if an expert determines it is needed.

Land Trust Alliance Accreditation Commission has requirements to get accredited.

CT Attorney General’s office is a resource and decides on certain issues regarding 

restricted gifts.

Keep detailed records!!!



Source:  LTA Standards and Practices – From Accreditation Requirements Manual Revised March 2021



Source:  LTA Standards and Practices – From Accreditation Requirements Manual Revised March 2021



Source:  LTA Standards and Practices – From Accreditation Requirements Manual Revised March 2021

Note: State and Federal Requirements for audits differ from LTA:

• Federal: Expenses $750,000+ in federal funds in any given year

• State: Gross revenue greater than $500,000 must file audited financial statement 

prepared by independent CPA. (CGS 21a-190c(b)) [Gross revenue excludes grants or

fees from government agencies or revenue from funds held in trust for the benefit

of the organization.]

• Single State Audit: $300,000+ in Connecticut Financial Assistance (Open Space 

Grants)



IRS (and LTA accreditation) requirement effective for fiscal years beginning 
January 1, 2018:

Prior: Had to distinguish three types of contributions: unrestricted, temporarily
restricted and permanently restricted.

Now: There are only two categories – without donor restrictions and with 
donor restrictions.

LTA Accreditation Commission breaks these two categories down further:
Without donor restrictions:

Undesignated
Board Designated

With donor restrictions:
Restricted by time or purpose
Perpetual

Recommend have a gift acceptance policy that designates who can accept gifts 
and determine if restricted.



From: Webinar - Rules of the Road for Land Trusts – February 12, 2019

Use caution when 
researching for 
information on the 
internet including LTA’s 
site as many sites
or documents contain 
dated material.



Balance sheet =

Statement of

Financial

Position



Income Statement

Or Profit & Loss 

Statement =

Statement of

Activities



Form required for LTA Accreditation:

Totals need to agree with (audited) financial statements
Due at time of pre-application (not application)



Example from LTA:



IRS 990 - Part X Lines 27 - 28 :



Board Designated Net Assets:

• Must describe the amount and purpose of each category of Board Designated

Net Assets

• It is a good idea to have a Board Policy regarding establishing and use

• Board designations are NOT restrictions

• Must be displayed on balance sheet as distinct on component of Net Assets

Without Donor Restrictions OR be disclosed in notes to financial statements

Revenue Recognition (eff.  2019 – there were multiple changes, most are beyond 

scope of this topic - consult your financial advisor or auditor).  As it relates to 

restricted gifts:

• Conditional contributions are recognized when condition is met.

Example: Foundation grant agreement will provide $100K for open space 

purchase if the land trust raises at least another $400K from other sources for 

land acquisition.

• Foundation grant is conditional and cannot be recorded as income until the

land trust raises the required match and closes on the property.



Cash Accounts:

Many non-profits establish separate bank accounts to keep track 

of restricted cash.

• There is no requirement to do so.

• Maintaining separate accounts is time consuming and prone to 

error.

• Use accounting system to track net assets through donor 

restrictions.



Unrestricted Cash Balance (an important number to know):



A note on releasing dormant restricted funds:

Per conversation with Assistant Attorney General Gary Hawes in 

February 2021: While state statute says a court must decide what to 

do with dormant restricted funds, the AG’s office has some 

discretionary latitude as to whether to send a request to a court.  

If the amount is relatively small and it is impossible or too difficult to 

track down all the donors, a letter with detailed history of the 

fundraising along with purpose intended for left over funds can be 

submitted to the AG’s office.  

In some cases, the AG can issue a “no contest” letter to the nonprofit 

stating they have no issue with releasing the funds.



Question:  Can a donor get money back?

Probably not.  Once a donor gives a charitable gift, he or she gives up 

all rights to the money.

Unless the donor has specifically retained power to enforce 

restrictions on the use of the gift, the donor generally has no right to 

do anything but watch and complain. Usually the state Attorney 

General is the only person who has standing to enforce the terms of 

the gift.



Investing:

Yes – a nonprofit can invest funds.

State law: CGS Sec. 45a-535b. Standard of conduct in managing and investing institutional 
funds.

(b) In addition to complying with the duty of loyalty imposed by law other than sections 
45a-535 to 45a-535i, inclusive, each person responsible for managing and investing an 
institutional fund shall manage and invest the fund in good faith and with the care an 
ordinarily prudent person in a like position would exercise under similar circumstances.

Remember – it is donor money that you are investing.  Any restriction does not go away 
when it is invested.

It is a good idea to have an investment policy in place prior to investing donor funds.





Documenting Donor Restrictions

• If we run a capital campaign to raise endowment funds, then the solicitation 

materials should specify whether the funds will be permanently restricted, or 

not, so that any gift received during that campaign is clearly put in the 

correct category.

• If restrictions are not specified in writing by the donor, then we can try to 

determine if they intended restrictions – call them.

• However, if looking back in time, and the donor is not available to ask, then 

the Board makes a reasonable assumption and designates (not “restricts”) 

the funds appropriately.



Flanders Major Gift Policy



Special cases related to capital 

campaigns

• In your solicitation materials, leave an “escape clause” that says that 

if we raise more than the requested amount, any excess will be 

included in the temporary restricted portion of that fund.

• Pledges are only considered part of a capital amount raised if the 

pledge is unconditional.





Receiving and Tracking 

Restricted Gifts & Grants

• Clearly communicate receipt of any restricted funds to any and all 

appropriate parties in your organization (Treasurer, Bookkeeper, 

Executive Director, CPA, etc).

• Ensure you have clear documentation of the restricted gift that is 

sufficient to substantiate the funds for future management and 

audit purposes.  If you don’t, endeavor to get it!

• Follow process in Gift Acceptance Policy (if you have one).

• Consider setting up your Chart of Accounts in QuickBooks (or other 

financial software) to streamline tracking income and expenses.

• Follow internal controls to approve and code expenses. 



Sample QB Report  
Restricted Contributions



Sample QB Report  

Grant Expenses



Year End Restricted Net Assets - Summary



Year End Restricted Net Asset - Detail



Excerpt from Financial 

Management & Control Policy –

Stewardship Reserve Fund (SRF)

The Corporation’s Stewardship Reserve Fund Spending Rule allows for an annual 

distribution of between three and five percent of the average value of the assets of 

the Fund to defray the expenses of easement and fee land stewardship, 

enforcement/defense, and monitoring.  This ratio is consistent with the dual goals 

of increasing the value of the Stewardship Reserve Fund over time and providing a 

predictable and reliable source of funds for the Corporation’s easement monitoring 

operations.



Annual SRF Spending Rule Release

• The SRF is made up of donor restricted funds and Board 

designated funds.  It accumulates earnings.  The Spending Rule 

applies only to the donor designated dollars.

• Calculated by CPA based on Financial Management & Control 

Policy.

• Reviewed by Finance Committee.  The Committee makes a 

formal recommendation to the Board to approve Spending 

Rule Release.

• The Board then approves the Spending Rule Release.

• The release represents a release from restriction, not 

necessarily an actual transfer of funds.

• Can be advisable to take this step even if unrestricted funds are 

not needed in a given year.



UPMIFA – The Uniform Prudent 

Management of Institutional Funds Act

• The Uniform Management of Institutional Funds Act (UMIFA) was a law 

which provided rules regarding how much of an endowment a charity could 

spend, for what purpose, and how the charity should invest the endowment 

funds.

• UMIFA was considered out of date regarding management,  investment, and 

spending issues that resulted in underwater endowments (fair value of the 

fund at the reporting date is less than the original amount/amount required 

to be maintained by the donor).

• Updated to UPMIFA by National Conference of Commissioners on Uniform 

State Laws in 2006, adopted by CT General Assembly in 2007.  



UPMIFA – The Uniform Prudent 

Management of Institutional Funds Act

• UPMIFA defines endowment as a fund that is not wholly expendable by the 
institution under the terms of the applicable gift instrument.
– A gift instrument is a record in writing (includes email) under which the gift is given, but only 

if the donor and the charity were, or should have been, aware of its terms.

• A charity may invest its endowment subject to UPMIFA.  UPMIFA says a Board 
must avoid speculation in making investment decisions.

• UPMIFA describes a standard of care for managing and investing an endowment 
that requires: 
– a charity to consider the purpose of the charity (mission) and the purpose(s) of the 

endowment fund.

– The Board is required to act in good faith and with care of an ordinary prudent person.

– The charity may only incur appropriate and reasonable costs.

– The charity must consider:
• General economic conditions,

• Effects of inflation and deflation,

• Tax consequences,

• The role of each investment in the overall portfolio,

• Expected total return from income and appreciation,

• The charity’s other resources, and

• The needs of the charity and the fund to make distributions and preserve capital.



UPMIFA – The Uniform Prudent 

Management of Institutional Funds Act

• A charity is allowed to appropriate for expenditure so much of an 
endowment fund as the charity determines is prudent for the 
purposes for which the fund was established.  The charity must 
consider:
– The duration and preservation of the endowment fund,

– The purposes of the charity and the fund,

– General economic conditions,

– Effects of inflation and deflation,

– Expected total return from income and appreciation,

– The charity’s other resources, and

– The charity’s investment policy.

• A charity may release or modify a restriction if the donor consents in 
writing.
– If a purpose or use restriction becomes unlawful, impracticable, impossible to 

achieve, or wasteful, a court may modify the restriction in a manner consistent 
with donor’s intent.  



Questions?



Resources

http://www.landtrustaccreditation.org/renewal/useful-documents/materials

Go to Learning Center on lta.org & look for
“Standard 6”… though use with
caution as portions may be out of date

LTA Webinars (past webinars are available for download):
Financial Management of Restricted Gifts – May 21, 2020

It is illegal to “borrow” money from funds 
restricted by donors. Don’t misspend 
restricted funds even if you intend to 
replace the monies. – nonprofithub.orghttps://portal.ct.gov/AG/Charities/Helpful-Links




