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N D E R S E N

Report of independent public accountants

To the Board of Directors of
World Resources Institute:

We have audited the accompanying statements of financial position of World Resources Institute (the Institute) as
of September 30, 2001 and 2000, and the related statements of activities and cash flows for the years then ended.
These financial statements and schedules referred to below are the responsibility of the Institute’s management.
Our responsibility is to express an opinion on these financial statements and schedules based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred tq above present fairly, in all material respects, the financial
position of World Resources Institute as of September 30,200l  and 2000, and the changes in its net assets and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States.

In accordance with Government Auditing Standards, we have also issued a report dated November 30,2001, on
our consideration of the Institute’s internal control over financial reporting and on our tests of its compliance with
certain provision of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole.
The accompanying schedules of functional expenses are presented for purposes of additional analysis and are not a
required part of the basic financial statements. This information has been subjected to the auditing procedures
applied m our audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Vienna, Virginia
November 30,200l
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World Resources Institute

Statements of financial position
As of September 30,200l and 2000

Assets:
2001 2000

Cash and cash equivalents, including $119,980
of funds held for others at Seotember 30, 2000 $ 1.014,00% $ 16,760.093

Grants and contracts receivable, net of
allowance for doubtful accounts of $185,064
and $100,000, respectively

Investments

Furniture, fixtures, and equipment, net

Other assets

Total assets

Liabilities and net assets

Liabilities:

Accounts payable

Accrued salaries and benefits

Line of credit

Funds held for others

Deferred revenue

Loan payable

Obligation under capital leases

Deferred rent

Total liabilities

Net assets:

Unrestricted-

Operating

Designated, working capital reserve

Designated, other

Total unrestricted

Temporarily restricted

Permanently restricted

Total net assets

Total liabilities and net assets

%,91%,02% %,335,205

37,395.423 31,203.697

1,161.672 1.30%,527

298,964 361,346

$48,7%%.095  $57,96%,%6%

$ 543,328 $ 804,461

373,763 344,817

1 ,ooo.ooo -

- 119,980

45,474 255,676

341,798 447,718

73,872 118,409

115,363 138,861

2,493.59% 2,229,922

202.786 202,781

1,%13.%9% 2,1%0,500

%,775,393 19.102,9%1

10,792,077 21,4%6.262

10.502.420 9.252,6%4

25,000,OOO 25,000,OOO

46.294,497 55.73%,946

$48.788,095 $ 57,96%,%6%

The accompanying notes are an integral part of these statements
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World Resources Institute

Statements of cash flows
For the years ended September 30,ZOOl and 2000

Cash flows from operating activities:

Changes in net assets

Adjustments to reconcile changes in net assets to
net cash (used in) provided by operating activities-

Depreciation and amortization

Realized loss (gain) from sale of investments, net
Unrealized loss on investments, net

Changes in assets and liabilities-

Grants and contracts receivable
Other assets

Accounts payable

Accrued salaries and benefits

Funds held for others

Deferred revenue

Deferred rent

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Proceeds from sale of investments

Purchases of investments

Purchases of furniture, fixtures.  and equipment

Nat cash (used in) provided by investing activities

Cash flows used in financing activities:

Proceed from line of credit

Payments on obligation under capital leases

Payments on loan payable

Nat cash provided by (used in) financing activities

Change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosure of cash flow information:

Cash paid for interest

2001 2000

$ w‘w‘w $ (1.582,005)

424,561 423,276

3.353324 (11,150.518)
4.664.676 90184,476

(582.823) 3507.875
62,382 (105.233)

(261,133) 230,604
28,946 (24,637)

(119.980) 119,980
(210,202) (34,391)

(23.498) 44.238

(2.107.596) 613,665

10.393,548 90.492.708

(24.603,641) (76o523.106)
(277.739) (268.544)

(14.468.032) 13,701.058

1 .ooo.ooo

(44,537) (41.734)
(105.920) (34,076)

849,543 (75.810)

(15,746.085) 14,238,913

16.760.093 2,521.180

$ 1.014.008 $ 16.760 093
- -

$ 35,463 $ 40,412

--



World Resources Institute

Notes to financial statements
September 30,200l and 2000

1. Organization:

World Resources Institute (the Institute) is an independent research and policy
institute founded in 1982 to help governments, environmental and development
organizations, and private businesses address a fundamental question as to how
societies can meet basic human needs and nurture economic growth without
undermining the natural resource base and environmental integrity.

The Institute’s work is carried out by a 140-member  interdisciplinary staff, strong
in the sciences and economics and augmented by a network of advisors,
collaborators, international fellows, and cooperating institutes in more than 50
countries. The Institute currently focuses on four broad themes: (1) promoting new
paths for development, (2) halting the degradation of biological resources, (3)
preventing dangerous human-caused change in the earth’s climate, and (4)
fostering sustainable enterprises.

The Internal Revenue Service has classified the Institute as exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code, as a publicly
supported not-for-profit organization.

2. Summary of significant accounting policies:

Classification of net assets

Contributions restricted as to time or purpose, by the donor, are recognized as
temporarily restricted revenue when received. At such time when these
restrictions are met, the temporarily restricted net assets are released.
Contributions whose restrictions are met in the year received are recognized as
unrestricted revenue.

Activities of the Institute are recorded in the following net asset categories:

Unrestricted funds

Operating -Accounts for unrestricted revenues and operating expenses of the
Institute. Current investment earnings are available to support current operations.

Designated -Working capital reserve -Amounts designated by the Board of
Directors of the Institute to be maintained as part of a reserve and used to support
certain specific future activities as defined by the Board of Directors.

Designated - Other-Amounts designated by the Board of Directors to be used
in a manner similar to an endowment are included in this fund.
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Temporarily restricted

Represents revenues restricted to finance specific projects and programs as
defined by the donors.

Permanently restricted

Represents funds that are restricted by donors requiring that the principal be
invested in perpetuity. The earnings on these funds are unrestricted and are used
for operations in accordance with a spending policy approved by the Board of
Directors.

Revenue recognition

Revenue from federal grants and contracts is recorded currently as unrestricted
revenue in amounts equivalent to the cost incurred. Amounts that have been
received that have not been expended are recorded as deferred revenue.
Amounts incurred over funds received are included in grants and contracts
receivable.

Cash and cash equivalents

For purposes of reporting cash flows, the Institute considers all highly liquid
investment instruments purchased with an initial maturity of three months or less
to be cash equivalents.

Investments

The Institute records its investments at fair market value based on quoted market
prices.

Furniture, fixtures and equipment

Furniture, fixtures, and equipment are recorded at cost. Depreciation is recorded
on the straight-line basis over estimated useful lives that range from three to five
years. Leasehold improvements are amortized over the shorter of their useful
lives or the term of the lease.

Costs subject to audit

The Institute’s costs under its government grants and cooperative agreements are
subject to audit by the awarding agencies. Management of the Institute does not
believe that the results of such audits would have a material impact on operations,

Use of estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
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3: Cash and cash equivalents and investments:

As of September 30,200l and 2000, cash and cash equivalents and investments
were as follows:

Cash and cash equivalents

Market value
2001 2000

$ 1,014,008  $16,760,093

Domestic common stocks 25,045,564 31,203,697

Mutual funds 12,349,859

Total $38,409,431 $47.963,790

Investment income consists of the following for the years ended September 30,
2001 and 2000:

Realized (losses) gains, net

2001 2000
$ (3,353,924)  $11,150,518

Unrealized losses, net

Dividends and interest

Investment management fees

(4,664,676) (9,784,476)
506,657 1,945,998

(284,616) (215,746)

$ (7.796.559) $ 3,696.294

4. Grants and contracts receivable:

Grants and contracts receivable are recorded at their net realizable values,
Foreign governments comprised approximately 6 percent, U.S. Government
4 percent, and various Foundations and international organizations 90 percent of
the balances at September 30.2001. Five foreign governments comprised
approximately 36 percent, U.S. Government 8 percent, and various Foundations
and international organizations 56 percent of the balances at September 30,
2000.

As of September 30, 2001 and 2000, the Institute’s net receivables of $8,916,026
and $6335,205, respectively, were due as follows:

Less than one year

One to three years

Allowance for doubtful accounts

Total net receivable

2001 2000
C-7,473.092 $7,652,397

1,630,OOO 782,808

(185,064) (100,000)

$8,918,028  $8,335,205



5. Furniture, fixtures, and equipment:

Furniture, fixtures, and eauioment consist of the following at September 30, 2001
and 2000:

Furniture and equipment

Leasehold improvements

Assets capitalized under capital lease agreements

Art work

Subtotal

Less- Accumulated depreciation and amortization

Furniture, fixtures, and equipment, net

6. Obligations under capital leases:

2001 2000
$2.112,789 $2,044.916

795,272 638,247
217,696 217,696

8,825 8,825

3,134,582 2,909,684

1.972,910 1,601.157

$1,161,672 $1.308,527

The Institute is obligated under capital lease agreements for certain copy
equipment. The aggregate discounted lease payments are recorded as a liability.
Obligations under capital leases and the fair market values of the related leased
assets are capitalized and amortized over the related lease periods. Total assets
capitalized pursuant to such agreements and the related accumulated
amortization at September 30, 2001 and 2000, were as follows:

2001 2000

Equipment under capital lease $217,696 $217,698

Less- Accumulated amortization 184,274 134,296

Equipment under capital lease, net $ 33 ,422 $ 83 ,400

The future minimum payments under the capital lease agreements and the
present value of the net minimum payments as of September 30, 2001, are as
follows:

2002 $ 51,180

2003 18,686

2004 9,177

Total minimum payments 79,043

Less- Amount representing interest 5,171

Obligation under capital lease $ 73,872

Amortization expense and interest expense related to the capital leases were
$56,621 and $45,870, respectively, for the years ended September 30, 2001 and
2000.

7. Office lease commitments and rent abatement:

The institute has entered into various operating lease agreements. During 1999,
the Institute relocated to a new office building under a lease, which expires in



February 2009. The Institute has also entered into other operating leases primarily
for office and telephone equipment, which expire at various dates through
September 2004. As part of the office building lease, the Institute received one
month of free rent. This rent abatement is being amortized on a straight-line basis
over the life of the lease as a reduction of rent expense.

The future minimum annual rent payments for the year ended September 30,
2001, are as follows:

2002 $ 1,350.417

2003 1.376,143

2004 1,431.543

2005 1,411,482

2006 1.439,742

Thereafter 3,469.015

Total $10,478,342

Rental expense for these leases was $1,271,257 and $1,253,574 for the years
ended September 30, 2001 and 2000, respectively.

8. Loans payable:

During fiscal year 1999, the Institute obtained a $500,000 loan at Bank of
America, NA. with a maturity date of March 31, 2004. The balance outstanding on
this loan at September 30, 2001, was $341,798. The interest rate on the loan is
6.55 percent. Interest expense for the years ending September 30, 2001 and
2000, was $35,463 and $40,412, respectively. The loan agreement contains a
covenant which requires the Institute to maintain a minimum balance of $720,000
in a collateral bank account.

In order to manage short-term cash flow effectively, the Institute uses a line of
credit. During fiscal year 2001, the Institute obtained a $3,000,000 line of credit at
Bank of America, with a maturity date of March 31, 2002. The balance
outstanding on this line of credit at September 30. 2001. was $l.OOO,OOO.  The
interest rate on the line of credit is based on LIBOR plus 1.5 percent (4.16 percent
at September 30, 2001). The loan agreement contains a covenant which requires
the Institute to maintain a minimum unrestricted, unencumbered liquid assets of
not less than $3,000,000.  Unrestricted, unencumbered liquid assets are defined
as unrestricted, unencumbered marketable securities, and cash and cash
equivalents.

Future minimum debt payments under the loan are as follows:

2002 $2 1,045,000

2003 45,000

2004 251,798

Total $1,341,798



9. Funds held for others:

During fiscal year 2000, the Institute received $869,980 from outside agencies to
be distributed by the Institute to third-party recipients as directed by the outside
agencies, The Institute has no discretion over how these funds are distributed
following the third-parties’ specific directions. No additional funds were received
during fiscal year 2001.

IO. Permanently restricted net assets:

In 1987, the MacArthur Foundation gave the Institute a challenge loan of
$12516,000 with the understanding that it would forgive this loan to the extent
that the Institute raised qualifying matching funds under a comprehensive
development program. The purpose of the challenge loan was to facilitate the
establishment of a permanent endowment for the Institute.

After the Institute successfully met the terms of the loan agreement, an
endowment was formally established at the level of $25 million (cost basis) on
January 1. 1991, with earnings on the corpus expendable to support any activities
of the Institute. The Institute’s Board of Directors adopted a policy statement
entitled “Endowment Fund: Purposes, Goals, and Policies,” which establishes
spending rules for future withdrawals of earnings to cover portions of the
Institute’s annual operating budget while protecting the value of the endowment
against inflation. Investment earnings from the endowment (net of investment
expenses) are recognized as unrestricted designated revenue. During 2001 and
2000, $2,919,102 and $2,012.476,  respectively, of these earnings were
transferred from unrestricted designated to unrestricted operating net assets in
accordance with the policy statement referred to above.

11. Temporarily restricted net assets:

As of September 30, 2001 and 2000, temporarily restricted net assets are
restricted for the following programs:

Climate, Energy and Pollution

Biological Resources and Institutions

Economics and Population

Global Forest Watch

Institutions and Governance

Management Institute for Environment and
Business

Information

Special Studies

World Resources Report

Communications

2001 2000
$ 368,070 $ 700,751

725,848 1,798,218

483.857 345,801

1398,629 1,020,785

1,401,306 1,351,944

1,436,439 1,172,302

3,788.597 758,396

317,808 1.576,885

381,866 327,229

- 200,393

$ IO,502420 $ 9,252,684
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Net assets released from restrictions by incurring expenses satisfying their
restricted purposes during the years ended September 30. 2001 and 2000, are as
follows:

Climate, Energy and Pollution

Biological Resources and institutions

Economics and Population

Global Forest Watch

Institutions and Governance

Management Institute for Environment and
Business

Information

Special Studies

World Resources Report

Communications

2001 2000
$ 871,514 $ 767.908

1,393,104 1.844,159

334,725 180,924
518,791 -

781,021 1,115,ooo

986,481 1,715,202

718.225 428,748

1,512,106 3.456,598
327,229 -

394 389,973

$ 7,443.590 $ 9,898.512

12. Significant contract:

The Institute initiates and completes a substantial portion of its projects within the
institutions and Governance and Information Programs pursuant to a single
cooperative agreement from the U.S. Agency for International Development. The
revenue pursuant to this cooperative agreement approximated $1,629,340  for the
year ended September 30,200l and $2,112,525 for the year ended
September 30, 2000. Such revenue accounted for approximately 16 percent of
total federal and nonfederal grants, contributions, and cooperative agreement
revenues during the year ended September 30,2001,  and 13 percent for the year
ended September 30,200O.

13. Employee benefits:

The Institute contributes either 5 or 8 percent (based on years of service) of
eligible employees’ annual earnings, as defined in plan agreements, to individually
owned tax-deferred annuity contracts under a defined contribution annuity plan.
The amount contributed to the plan for the years ended September 30.2001 and
2000, was $528,809 and $458,981, respectively.

14. Related-party transaction:

The Institute provides bookkeeping services for a foundation from which the
Institute receives grant awards for research.studies.  During fiscal 2001 and 2000,
the Institute recorded grant revenue of $360,983 and $967,422, respectively, from
the foundation. In addition, the Institute received $28,401 and $43.206,
respectively, from the foundation for bookkeeping services.

II



2




