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We have audited the accompanying consolidated statements of financial position of the World
Resoutces Institute and Subsidiaty (the Institute) as of September 30, 2009 and 2008, and the related
consolidated statements of activities, and changes in net assets, and consolidated cash flows for the
years then ended. These consolidated financial statements ate the responsibility of the Institute’s
management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America as established by the Ametican Institute of Certified Public Accountants and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards requite that we plan and petform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedutes that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Institute’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the consolidated financial statements, assessing the
accounting principles used, and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
tespects, the consolidated financial position of the Institute as of September 30, 2009 and 2008, and
the consolidated changes in its net assets and consolidated cash flows for the years then ended, in
conformity with accounting principles genetally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated December 15, 2009
on out consideration of the Institute’s internal control over financial reporting, and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial teporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral patt of an audit
performed in accordance with Government Auditing Standards and should be consideted in assessing the
results of our audits.

Grant Thoraton LLP
U.S. member firm of Gran? Thornton Internatioral Ltd



GrantThornton

Our audit was conducted for the putpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for
putposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Awndils of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
consolidated financial statements. The accompanying supplemental schedules on pages 33-39 are also
presented for purposes of additional analysis, and are not a required part of the basic consolidated
financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic ¢onsolidated financial statements and, in our opinion, is fairly presented in all
material respects, in relation to the basic consoclidated financial statements taken as a whole.

(il Tl tep

McLean, Virginia
December 15, 2009

Grant Thornton LLP
U.5. member firm of Grant Thornton International Ltd



Wortld Resources Institute and Subsidiary

Consolidated Statements of Financial Position

m

Year ended Septesnber 30, 2009 . 2008
Assets

Cash and cash equivalents $ 1,019,836 $ 1,384,456
Cash restricted—held for others (Note H) 1,488,865 1,470,950
Total cash and cash equivalents 2,508,701 2,855,406

Grants, pledges and contracts receivable, net of
allowance for doubtful accounts of

$124,260 and $89,893 for 2009 and 2008, respectively (Note C) 13,981,372 13,041,752
Investments (Note B) 35,017,435 36,342,779
Other assets 538,936 644,806
Furniture, fixtures, software, and equipment, net (Note D) 1,177,216 1,294,912
Total Assets ' 53,223,660 54,179,655

~ Liabilities and Net Assets

Liabilities
Accounts payable 1,266,879 1,304,325
Accrued salaries and benefits 710,148 841,873
Notes payable (Note G) — 2,000,000
Accrued interest on notes payable —— 12,018
Obligation under capital leases (Note E) 34,973 83,118
Defetred rent _ 231,048 259,184
Deferred revenne 63,208 410,421
Funds held for others 1,488,865 1,470,950
Total Liabilities 3,795,121 6,381,889
Net Assets
Unrestricted:

Opetating 109,105 136,956

Designated--working capital reserve 2443320 2,488,142

Deesignated—other : — 4,737,112

2,552,425 7,362,210

Temporarily testricted 21,538,348 15,097,790
Permanently restricted 25,337,766 25,337,766
Total Net Assets 49,428 539 47,797,766
Total Liabilities and Net Assets § 53,223,660 § 54,179,655

The accompanying noles are an integral part of these statements.
5
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World Resources Institute and Subsidiary

Consolidated Statements of Cash Flows

L T e

Year ended Septomber 30, 2009 2008
Change in Cash and Cash Equivalents
Cash Flows from Operating Activities
Change in net assets $ 1,630,773 § (13,737,996)
Adjustiments to reconcile change in net assets to
net cash from operating activities:
Depreciation and amortization 473,564 414,887
Loss from disposal of equipment 16,359 1,192
- Realized loss from sale of investments 2,801,633 1,587,193
Unrealized (gain) loss on investments (1,964,846) 8,251,750
Changes in operating assets and liabilities: 7
Cash restricted - held for others (17,915). 48,978
Grants and contracts receivable {939,620) 1,296,915
Other assets 105,870 347 877
Accounts payable (37,446) (797,096)
Accrued salaties and benefits (131,725) 322,792
Funds held for others 17,915 (48,978)
Deferred rent (28,136) (34,893)
Deferred revenue (347,213) 235,359
Accrued interest on line-of-credit {12,018) 12,018
Net Cash Provided by (Used in) Operating Activities 1,567,195 {2,100,002)
Cash Flows from Investing Activities
Proceeds from sales of investments 9,364,497 14,722,912
Purchase of investments (8,875,940) (14,103,541)
Purchase of furniture, fixtures, and equipment (372,227) (921,675)
Net Cash Provided by (Used in) Investing Activities 116,330 (302,304)
Cash Flows from Financing Activities
Borrowings on line-of-credit — 3,000,000
Payments on line-of-credit (2,000,000) (1,000,000)
Payments. on capital lease obligations (48,145) (27,561)
Net Cash (Used in) Provided by Financing Activities (2,048,145) 1,972,439
Net Decrease in Cash and Cash Equivalents (364,620) (429,867)
Cash and Cash Equivalents, beginning of year - 1,384,456 1,814,323
Cash and Cash Equivaleats, end of year § 1,019,836 § 1,384,456
Supplemental Disclosute of Cash Flow Information
Cash paid for interest g 23,898 § 23,474

The accompanying notes are an intsgral part of these statements.

8



Wortld Resources Institute and Subsidiary

Notes to Consolidated Financial Statements

T

September 30, 2009 and 2008

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Principles of Consolidation

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

‘The Institute’s work is carried out by an approximately 200-member interdisciplinary staff, strong in
sciences, and augmented by a network of advisors, collaborators, international fellows, and coopetating
institutes in more than 50 countties. The Institute currently focuses on four goals: (1) Governance &
Access, (2) People & Ecosystems , (3) Climate & Energy, and (4) Markets & Enterprise.

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

The Wotld Resources Institute Fund (WRIF) is a not-for-profit organization created in 1986 as a
suppotting organization to the Institute, and is included in these consolidated financial statements. Prior
to fiscal year 2002, and after 2003, WRIF had no activities. In 2002 and 2003, WRIF activities included
the operation of a capital campaign. Such activities have been shifted to the Institute since. WRIF is
currently used to recotd investment activities for the Aftican Centre for Technology Studies (ACTS)
endowment (see note H). The IRS has classified WRIF as exempt from federal income taxes under
Section 501(c)(3) of the IRC. WRIF is an entity desctibed under Section 509(2)(3) of the IRC and,
therefore, not a ptivate foundation.

New Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued new guidance to establish the
FASB Accounting Standards Codification (the “Codification™) as the single source of authoritative
nongovernmental U.S. GAAP. The Codification is effective for interim and annual periods ending after
September 15, 2009. The adoption of this standard has not had a material impact on the Institute’s
consolidated financial statements.

In December 2008, the Financial Accounting Standards Board (“FASB”) issued FASB. Codification 740-
10-25-6.A: Effective Date for Nonpublic Entities Regatding Provisions of Subtopic 740-10 Related to
Uncettain Tax Positions which permits an entity within its scope to defer the effective date to its annual
financial statements for fiscal years beginning after December 15, 2008. Accordingly, the Institute elected
to defer the adoption of this guidance. The Institute evaluates its uncertain tax positions using the
provisions of ASC 450, Contingenctes. Accordingly, a loss contingency. is tecognized when it is probable that
a liability has been incurred as of the date of the financial statements and the amount of the loss can be
reasonably estimated. The amount recognized is subject to estimate and management judgment with
respect to. the likely outcome of each uncettain tax position. The amount that is ultimately sustained for an
individual uncertain tax position ot for all uncettain tax positions in the aggregate could differ from the
amount recognized. ASC 740-10 will be applicable for the Institute duting fiscal year 2010. The Institute is
currently in the process of evaluating the effect, if any, the adoption of this guidance will have on its
tesults of operations, financial position, and financial disclosures.

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.



World Resources Institute and Subsidiary
Notes.to Consolidated Financial Statements—Continued
.

September 30, 2009 and 2008

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Classification of Net Assets
Activities of the Institute are recorded in the following net asset categoties:

Operating—Untestricted revenues and operating expenses of the Institute. Cutrent investment earnings
ate 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 suppott cettain specific future activities as defined by the
Board of Directots.

Designated-Other-Amounts designated by the Board of Ditectors to be used in a manner similar to an
endowment.

Temporarily Restricted—Contributions restricted, as to time ot purpose, by the donor. When the purpose
or time period restriction is met, temporatily restricted net assets are reclassified to unrestricted net
assets and reported in the consoclidated statement of activities as net assets released from restrictions.
Permanently Restricted—Funds that ate restricted by donorts requiting that the principal be invested in
~ petpetuity. The earnings on these funds ate unrestricted and are used for operations in accotdance

with a spending policy approved by the Boatd of Directors.

Revenue Recognition

Contributions, including unconditional promises to give, are recognized as revenue in the period received.

Contributions are repotted as increases in the approptiate category of net assets, except for the

contributions. that impose restrictions that are met i the same fiscal year they are received, which are
included in unrestticted tevenues.

Income from grants and contracts is currently recorded as unrestricted revenue when the costs are
mncurred. Amounts received that have not been expended are recorded as deferred revenue. The amount
of expenses incurred in excess of funds received is included in grants and contracts receivable.

Cash and Cash Equivalents

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

The. Institute has cash in foreign accounts totaling $19,245 and $2,883 in 2009 and 2008, respectively.

Investments

'The Institute recotds its investments at fair market value based on quoted market prices, except for
alternative investments, which are recorded at estimated values.

10



World Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
.,

September 30, 2009 and 2008

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Furniture, Fixtures and Equipment

Furniture, fixtutes, and equipment are recorded at cost. Depreciation is recorded on the straight-line basis
over estimated useful lives that range from three to five yeats. Leasehold improvements are amortized
ovet the shorter of their useful lives or the lease term. Assets purchased under a capital lease ate recorded
as an asset and a corresponding obligation at the beginning of the lease term. The tecorded amount is
-equal to the present value of the minimum lease payments. Leased assets are amortized over the shorter
of their useful lives or the lease tetm. When asscts are retited or sold, the related cost and accumulated
depteciation are removed from the accounts, and any gain or loss arising from such disposition is included
in the consolidated statement of activities.

The Institute has capitalized its collecons. Collections consist of attwork that is held for public
exhibition. Collections purchased are capitalized at cost, collections donated are capitalized at appraised
value as of the date of the acceptance of the donation. Collections are not depreciated. :

Cosfs Subject to Audit

The Institute’s costs under its government grants and coopetative agteements are subject to audit by the
awatding agencies. Management of the Institute does not believe that the results of such audits would
have a material impact on the financial position and operating results of the Institute.

Use af Estimares

The preparation of financial statements, in conformity with accounting principles generally accepted in the
United States of America, requites management to make estimates and assumptions that affect the
repotted amounts of assets and liabilities, and disclosute of contingent assets and liabilities at the date of
the financial statements, as well as the reported amounts of tevenues and expenses duting the reporting
period. . Actual results could differ from those estimates.

Concentration of Credit Risk
To stabilize the financial markets, congtess provided unlimited federal guarantees on all deposits held in

non-interest bearing accounts. At September 30, 2009 and 2008, $2,266,984 and $1,392,516 respectively,
were held at these institutions. The Institute has not incutred any losses on these funds.

1



World Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
S,

September 30, 2009 and 2008

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Fair Value of Financial Instruments

Effective October 1, 2008, the Institute adopted new guidance that defines fair value, establishes 2
framework for measuring fair value, establishes a fair value hierarchy based on the inputs used to measure
fair value and enhances disclosute tequirements for fair value measutements. The guidance maximizes the
use of observable inputs and minimizes the use of unobsetvable inputs by requiring that the observable
inputs be used when available.

Obsetvable inputs are inputs that market patticipants would use in pricing the asset ot liability based on
matket data obtained from independent sources. Unobservable inputs reflect assumptions that market
patticipants would use in pricing the asset or liability based on the best information available in the
citcumstances. The hierarchy is broken down into three levels based on the transparency of mputs as
follows:

Level 1 -- Quoted prices ate available in active markets for identical assets or liabilities as of the report
date. A quoted price for an identical asset or liability in an active market provides the most reliable fair
value measurement because it is directly observable to the market.

Level 2 — Pricing inputs ate other than quoted prices in active markets, which are either directly or
inditectly observable as of the repott date. The nature of these secutities include investments for
which quoted prices are available but traded less frequently and investments that are fair valued using
other securities, the parameters of which can be directly observed.

Level 3 — Securities that have little to no pricing obsetvability as of the repott date. These securities
ate measured using management’s best estimate of fair value, where the inputs into the determination
of fair value ate not obsetvable and requite significant management judgment ot estimation.

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
matket participants use to make valuation decisions, including assumptions about risk. Inputs may include
price information, volatility statistics, specific and broad credit data, liquidity statistics, and other factors. A
financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. However, the determination of what constitutes “observable”
requires significant judgment by the entity.

The Institute considers observable data to be that market data that is readily available, regularly distributed
or updated, reliable and vetifiable, not proptietaty, and provided by independent sources that are actively
involved in the relevant matket. The categorization of a financial instrument within the hierarchy is based
upon the pticing transparency of the instrument and does not necessarily cotrespond to the entity’s
perceived tisk of that instrument,



Wortld Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
R ——

September 30, 2009 and 2008

NOTE B—INVESTMENTS

Investments were as follows as of September 30, 2009:

Level 1 Level 2 Level 3 Total
Money market accounts $ 134,090 § — & — 134,090
Equity securities ' 12,398,887 — — 12,398,887
Debt securities 874,776 — — 874,776
Investments in fixed income
and equity hedges — — 21,609,682 21,609,682
§ 13407753 § — $ 21,609,682 $ - 35,017,435

Investment return consists of the following for the years ended September 30:

2009 2008
Realized losses § (2801,633) § (1,587,193)
Unrealized gains (losses) 1,964,846 (8,251,750).
Dividends and interest 282,440 751,392
Investment management fees and foreign taxes (98,478) (307,653)
Total § (652,825 §  (9,395,204)




World Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
T —

September 30, 2009 and 2008

NOTE C—GRANTS, PLEDGES, AND CONTRACTS RECEIVABLE

Grants, pledges and contracts receivable are recorded at their net realizable values. The mix of receivables
as of September 30, was as follows: ‘

2009 2008

U.S. government 4% 2%
Foundations 19% 17%
Foreign governments 24% 11%
International organizations 8% 13%
Corporations, individuals, and others ' 45% 57%

100%. 100%
As of September 30, the Institute’s receivables were due as follows:
2009 2008
Less than one year $ 11,297,574 § 9,568,648
One to four yeats 2,908,924 3,780,000

Allowance for doubtful accounts (124,260). (89,893)
Unamortized discount on receivables _ (100,867). . (217,003)
Grants, pledges, and contracts receivable, net $ 13,981,372 § 13,041,752

Conttibutions that are to be received over multiple yeats are discounted to present value using the risk free
rate of return, for the year in which the contributions wete pledged.

NOTE D—FURNITURE, FIXTURES, AND EQUIPMENT

Furniture, fixtures, and equipment consist of the following at September 30:

2009 2008
Furniture and equipment | $ 3,068,115 § 2,754,413
Leasehold improvements 1,002,500 967,606
Equipment under capital lease agreements 85,562 141,552
Artwork 8,825 8,825

4,165,002 3,872,396
Less: accumulated depreciation and amottization (2,987,786) (2,577,484)
Furniture, fixtures, and equipment, net $ 1,177,216 $ 1,294,912

14



Wotld Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
.

September 30, 2009 and 2008

NOTE E—OBLIGATIONS UNDER CAPITAL LEASES

The Institute is obligated under capital lease agreements for certain copy equipment. ‘The aggrepate
discounted lease payments are recorded as a liability. Obligations undet capital leases and the fair market
values of the related leased assets ate capitalized and amortized over the related lease petiods. Total assets
capitalized pursuant to such agreeménts, and the related accumulated amortization at September 30, were

as follows:
2009 2008
Equipment undet capital lease $ 85,562 § 141,552
Less: accumulated amottization (57,360) (73,413)
Equipment under capital lease, net $ 28202 % 68,139

The future minimum lease payments under the capital lease agreements and the present value of the
minimum lease payments and interest ate as follows: '

September 30,
2010 _ ) 21,544
2011 15,134
Total future minimum lease payments 36,678
Less: amount representing interest (1,705)
Present value of minimum lease payments $ 34,973

Interest expense telated to the capital leases was $4,496. and $6,745 respectively, for the years ended
September 30, 2009 and 2008.

15



World Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
S

Septernber 30, 2009 and 2008

NOTE F—OFFICE LEASE COMMITMENTS AND RENT ABATEMENT

The Institute has entered into vatious operating lease agteements. During 2007, the Institute renegotiated
and extended its cutrent lease, under an agreement which expites in Februaty 2019. As patt of the office
building lease, the Institute teceived two months of free rent. This rent abatement is being amorttized on a
straight-line-basis over the life of the lease as a reduction of rent expense.

The future minimum lease payments as of September 30, 2009, are as follows:

September 30,
2010 , ' $ 2,042,680
2011 2,054.206
2012 2,100,413
2013 2,147,660
2014 and thereaftet _ 12,298,780
Total ' $ 20,643,739

Rental expense for these leases was $2,147,654 and $1,963,196 for the years ended September 30, 2009
and 2008, respectively.

NOTE G—LOANS PAYABLE

During fiscal year 2008, the Institute obtained a margin loan of $2,000,000 from Citigroup Smith Barney
with an open maturity date.  The interest tate on the line-of-credit was based on London Interbank
Offered Rate (LIBOR) as published in The Wall Street Joutnal “Money Rates” table two business dates
after the date the line-of-credit is requested. The assets held in four of the Institute’s investment accounts
ate collateral for this loan. The balance outstanding on this loan at September 30, 2008 was $2,000,000.
The Institute botrowed against the matgin line rather than drawing funds from investments and realizing
losses in the process. This loan was paid off in fiscal year 2009.

NOTE H—FUNDS HELD FOR OTHERS

The Ford Foundation gave a grant (for endowment) of $1,200,000 to ACTS (an unrelated organization) in
Nairobi, Kenya. ACTS requested the Institute to hold the funds in an interest-beating account until
further notice, earning interest of $282,838 as of September 30, 2009.

In addition, $6,027 is being held for Millennium Assessment Zayed Award, and Asian Development Bank
as of September 30, 2009 as pass thru grants.

16



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued

m

September 30, 2009 and 2008

NOTE I—TEMPORARILY RESTRICTED NET ASSETS

As of September 30, temporarily restricted net assets ate restricted for the following programs:

2009 2008
Embarq ' $ 3,213,081 § 5,161,073
Climate, enetgy, and pollution 4,381,866 2,837,798
People & Ecosystems 5,371,017 3,132,208
Institutions and governance : 2,442,839 792,362
Market & Enterprise : 1,691,577 960,475
Special studies _ 1,081,358 464,417
Communication/World Resources Report 1,098,681 1,685,691
Development — 63,766
Unspent earnings on endowment 2,257,929 —
Total $ 21,538,348 § 15,097,790

Net assets released from restrictions by incurring expenses satisfying their restricted putposes duting the
years ended September 30, are as follows:

2009 2008
Embazq $ 2257927 $ 2,361,712
Climate, Enetgy, and Pollution 2,388,810 2,733,287
People & Fcosystems 2,218,311 1,532172
Institutions and Governance 785,261 - 1,157,154
Market & Enterprise : 939,460 450,776
Special studies/Innovation 172,007 ' 681,116
Development 60,633 60,000
. Communication & World Resources Report 968,566 636,517
Total $ 9,790,975 § 9612734
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World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued

.

September 30, 2009 and 2008

NOTE J—PERMANENTLY RESTRICTED NET ASSETS

In 1987, the MacArthur Foundation gave the Institute a challenge loan of $12,516,000 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 putpose of the challenge loan was to facilitate
the establishment of a permanent endowment for the Institute.

After the Institute successfully met the tetms 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 cotpus
expendable to support any activities of the Institute. The Institute’s Board of Directots adopted a policy
statement entitled Endowment Fund: Purposes, Goals, and Policies, which establishes spending rules for future
withdtawals 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 untestricted designated revenue. '

In 2003 and 2007, two individuals contributed $100,000 and $250,000 respectively for the purpose of
creating endowment funds to enable the Institute to hire interns. Investment earnings from the
endowment funds ate recognized as untestricted designated revenue and used to pay for intetns. .

Interpretation of Relevant Law

'The Management and Board of Directots of the Institute have interpreted Delaware’s “Uniform Prudent
Management of Institutional Funds Act of 2007” (the Act), absent explicit donor stipulations to the
contraty, to require the Institute to act in good faith and with the care that an ordinarily prudent person in
a like position would exercise under similat citcutnstances in making determinations to approptiate of
accumulated endowment funds, taking into account both its obligation to preserve the value of the
endowment and its obligation to use the endowment to achieve the purposes for which it was donated.
The Institute classifies as permanently restricted net assets (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (¢}
accumulations to the permanent endowment requited by the applicable donor gift instrument, if
applicable. '

Endowment Investment Policies

The Institute’s investments are managed in accordance with the Board adopted Investment Policy.

Statement. The investment strategy of the the Institute is to emphasize total return; that is, the aggregate

teturns from capital appreciation and dividend and intetest income.

Specifically, the primaty objective in the investment management for Endowment assets shall be:
Long-term growth of capital, emphasizing long-term growth of ptincipal while avoiding excessive

risk. Short-term volatility will be toletated in as much as it is consistent with the volatility of a
comparable market index.

18



World Resources Institute and Subsidiary
Notes to Consolidated Financial Statements—Continued
.,

Septermber 30, 2009 and 2008

NOTE J—PERMANENTLY RESTRICTED NET ASSETS—Continued

Endowment Investment Policies—Continued
The secondary objective in the investment management of Endowment assets shall be:

Presetvation of Purchasing Power After Spending - To achieve net returns (after management and
custodial fees) in excess of the rate of inflation plus our spending guideline (see below) over the
investment horizon in order to presetve purchasing power of Endowment assets. Risk control is an
important element in the investment of Endowment assets.

Over the established investment hotizon of 10 years or longer, it is the goal of the aggregate
Endowment assets to significantly exceed the rate of inflation (as measured by the Consumer Price
Index) plus 1.0% over a market cycle.
The investment allocation is shown in footnote B.
Endowment Spending Policy
The Boatd of Directors approves an operating budget and associated endowment draw annually. The
Institate spending guideline shall normally be 5% of the trailing 12 quarter average market value of the
investments. ‘The Board may approve a deviation from the 5% guideline if deemed prudent.

During 2009, $1,869,320 of these eatnings were transferred from tempotatily restricted to unrestricted
operating net assets in accordance with the policy statement referred to above.

Funds with Deficiencies

From time to time, the fair value of assets associated with the individual donor restricted endowment
funds may fall below the level that the donor requites the Institute to retain as a fund of perpetual
duration. . In accordance with GAAP, deficiencies of this nature ate reported in unrestticted net assets. As
of September 30, 2009, $871,234 of deficiencies were repotted in temporarily restricted net assets.
Endowment Net Asset Composition by Type of IFund as of September 30, 2009:

Temporarily. Permanently
Untestricted Restricted Restricted Total

Donor-restricted endowment funds  § = 2,443,320 § 2257929 § 25337,766 $ 30,039,015
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World Resources Institute and Subsidiaty
Notes to Consolidated Financial Statements-——Continued '
T —.

September 30, 2009 and 2008

NOTE J—PERMANENTLY RESTRICTED NET ASSETS—Continued

Changes in Endowment Net Assets for the Year Ended September 30, 2009:

Temporarily  Permanently

Unrestricted Restricted Restricted Total

Endowment net assets, beginning

of year $ 7225254 % — § 25337766 § 32,563,020
Net asset reclassification based on

change in law (4,737,112) 4,737,112 — —
Endowment net assets beginning

of year after reclassification 2,488,142 4,737,112 25,337,766 32,563,020
Investment return

Investment income 19,209 261,371 — 280,580

Net appreciation (realized and

unrealized) (64,031) (871,234) — (935,265)

Total investment return (44,822) (609,863) — (654,685)
Approptiation of endowment

assets for expenditure — (1,869,320 — (1,869,320)
Endowment net assets, end of

yeat $§ 2443320 $ . .2257,920 § 25337766 § 30,039,015

NOTE K~SHORT FALL IN RESTRICTED NET ASSETS

The Institute’s tempotarily and permanently restricted net assets were under funded by approximately
$7.1 million dollars at September 30, 2009. The shortfall is due to untealized losses on investments and
long term contributions not yet received. The Institute believes that unrealized losses on investments are
tempotary in nature and the Organization will collect its multi-year contributions to meet its testrictions
when they are released.
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World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
L ——
September 30, 2009 and 2008

NOTE L—SIGNIFICANT CONTRACTS

‘The Institute was awarded a four-year $4,900,000 grant on December 11, 2008, by the Netherlands
Ministry of Foreign Affairs for core funding in response to their proposal Leseraging Change at the Nexus of
Poverty, Ecosystemn and Gowernance.  WRI has received $2,100,000 as of September 30, 2009. A total of
$2,005,664 of this grant has been spent as of September 30, 2009,

The Institute initiates and completes a substantial portion of its projects within the Institutions &
Governance and People & Ecosystems Programs pursuant to couple of cooperative agreements from the
U.S. Agency for International Development. The revenue putsuant to these cooperative agreements was
$1,713,415 and $2,379,276 for the years ended September 30, 2009 and 2008, respectively. Such revenue
accounted for approximately 5.67 percent and 10.9 percent of total federal and non-federal grants,
contributions, and cooperative agreement revenues duting the yeats ended September 30, 2009 and 2008,
respectively.

NOTE M—EMPLOYEE BENEFITS

The Institute contributes either 5 percent or 8 percent (based on years of service) of eligible employees’
annual earnings, as defined in Plan agteements under a defined contribution plan.  The amount
conttibuted to the Plan for the years ended September 30, 2009 and 2008, was $752,865 and $670,352,
respectively.

NOTE N—SUBSEQUENT EVENTS

In May 2009, the Financial Accounting Standards Board issued new guidance to incorporate the
accounting and disclosure tequirements for subsequent events into U.S. generally accepted accounting
principles. The guidance introduces new terminology, defines a date through which management must
evaluate subsequent events, and lists the circumstances under which an entity must recognize and disclose
events or transactions occutting after the balance-sheet date. The Institute adopted this guidance as of
September 30, 2009.

The Institute evaluated its September 30, 2009 financial statements for subsequent events through

- December 15, 2009, the date the financial statements were available to be issued. The Institute is not
aware of any subsequent events which would requite tecognition or disclosure in the consolidated
financial statements.
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World Resources Institute and Subsidiary

Supplemental Schedule of Expenditures of Federal Awards

M

Year ended September 30, 2009

) Federal As ol 9/30/09
Federal Grantor Federal Contract CFDA 2009
Program Title Number Number Expenses
U.8. Agency for International Development
Governing Ecosystems* EEE-A-00-02-00056-G0 98 3 148,226
Mrkt Initiatives/Adv Clean Energy & Sustn Gen Busn Dev in India* 386-A-00-05-00199-00 98 126,599
Improved Governance & Sustainable Use of Forest Resources* 623-A-00-06-00048-00 98 1,203,261
Pass-through from PACT, Inc.* GEG-1-00-02-00025-00 98 22,926
Pass-through from ARD, Inc.* EPP-1-00-06-00008-00 98 57,945
Pass-thiough from ARD, Inc.* EPP-[-00-05-00308-00 98 (1)
Pass-through from ARD, Inc * BPP-1-00-06-00008-00 98 4,650
Pass-through from ARD, Inc.* EPP-1-00-06-00008-00 98 17,489
Pass-through from ARD, Inc.* ETPP-1-00-06-00008-00 98 6,875
.. Pags-through from ARD, Inc.* EPP-1-00-06-00008-00 98 14,556
Pass-through from ARD, Inc.* EPP-1-£0-06-00008-00 98 84,358
.. Pass-through from ARD, Inc.* EPP-1-00-06-00008-00 98 4,201
-Pass-theough from ARD, Inc.* EPP-1-00-06-00008-00 98 2,331
Pass-through from WWF* RLA-A-00-00043-00 98,001 20,000
Total for U.S. Agency for International Development 1,713,416
U.8. Environmental Protection Agency
Dev. & Disseminate Grnhs Gas Measurement Reporting Taols N A-83268701-0 66 92,273
Taking Renewable Energy to Scale XA-83420501-0 66 16,281
Preduct Lifecyele, Supply Chain Standards & Emissions Mgmt tools HKA-83420601-0 66 19,566
Development and Application of Infrastructure for a Model Trading
Repistry and Agricultural Participation - Kalamazoo River W596569601-0 66 25,152
Total for U.S. Environmental Protection Agency 153,272
U.S. Department of Agriculture
Pass through from West Vitginia University G8-3A75-6-185 10.912 20,991
Enhancing Capacity. of REAP 58-3000-7-0103 10.250 12,914
Fortestty in Indonesia 07-DG-11132762.-251 10 265
Data Analysis for Available Land for Forest Restr. Globatly AG-3187-509-0020 10 10,000
Pass-through from Conservation Innovation Grant from NRCS-USDA 10,912 11,140
Total for U.S. Department of Agricultuze 55,310
U.S Department of the Interior
Support U.S. Efforts to Map & Identify Causes of Reef Degradation CRI-WRI-1 15 32,088
U.S. Department of State
Accelerating Clean Energy. Markets in Indiz* S-LMAQM-07-CA-337 19 110,497
.. Guidelines for Safe & Effective Cacbon Capture & Storage* 5-LMAQM-08-GR-135 19 ..365,428
Total for U.S5. Department of State 475,925
U.8. Department of Encrgy
Pass through from The Regents of the Univ. of CA
L. Berkeley National Laboratory DE-AC02-05CH11231 81 68,597

U.8. Fish & Wildlife Service
Capacity Bidg for Protected Areas in Hoima District - Uganda

National Occanic & Atmospheric Administration (NOAA)
Pass through from National Fish & Wildlife Foundation

Total Federal Expenditures

* Major Program

98210-8-G727

FR.2129 (NOAA)

15.651

11.463

I

44,002

|

<

2,542,707
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World Resources Institute and Subsidiary

Notes to Schedule of Expenditures of Federal Awards

L e
Year ended Seprember 30, 2009

NOTE A—BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awatds (the Schedule) includes all federal grants
to the Institute that had expenditure activity during the year ended September 30, 2009. This Schedule
has been prepared on the accrual basis of accounting for expenditures in accordance with accounting
principles generally accepted in the United States of America. Grant revenues and expenditures ate
recotded for financial reporting purposes when the Institute has met the qualifications for the respective
grants, Grant revenues ate equivalent to grant expenditures. The information in this Schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-profit Organizations Receiving Federal Awards.

NOTE B—SUBRECIPIENTS

Of the federal expenditures presented in this Schedule, the Institute provided federal awards to
subrecipients in the following ateas:

2009

U.S. Agency for International Development: Governing Ecosystems $ 11,496
U.S. Agency for International Development: Market Initiatives/Adv

Clean Energy & Sustn Grn Busn Dev in India 40,000
U.S. Agency for International Development: Improved Governance & Sustainable

Use of Forest Resoutces. 457,592
U.S. Agency for International Development: Pass-through from PACT, Inc. 16,750
U.S. Agency for International Development: Pass-through from ARD, Inc. 24,641
U.S. Depattment of State: Accelerating Clean Energy Markets in India 25,833

U.S. Department of State: Guidelines for Safe & Effective Carhon Capture & Storage 154,655
U.S. Fish & Wildlife Service: Capacity Bldg for Protected Areas in

. Hoima District — Uganda 30,000
U.S. Department of the Intetior: Support U.S. Efforts to Map & Identify Causes of

Reef Degradation 30,000
Total subrecipient payments $ 790,967

NOTE C—CATALOG OF FEDERAL DOMESTIC ASSISTANCE

Catalog of Federal Domestic Assistance (CFDA) numbers are not assigned to the U.S. Agency for
International Development grants and contracts. However, because of their similatities, we have
considered all such contracts as one program for detetmination in applying OMB Circular A-133.
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Grant Thornton

Audit » Tax » Advisory

Grant Thornton LLP
. . 2010 Corporate Ridge, Suite 400
Report of Independent Certified Public Accountants on McLean, VA 22102-7838

Intetnal Control over Financial Reporting and on Compliance 1703.847.7500
and Other Matters—Based on an Audit of Financial Statements f 703.848.9580
Performed in Accordance with Government Auditing Standards™*-=CrantThomion.com

Board of Directors
Wotld Resources Institute and Subsidiary

We have audited the financial statements of World Resoutces Institute and Subsidiaty
(The Institute) as of and for the year ended September 30, 2009, and have issued our report
thereon dated December 15, 2009.  We conducted our audit in accordance with auditing
standards generally accepted in the United States of America as established by. the American
Institute of Certified Public Accountants and the standasds applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States. '

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Institute’s internal control over
financial reporting as a basis for designing our audit procedures for the purpose of expressing
an opinion on the financial statements but not for the purpose of exptessing an opinion on the
cffectiveness of the Institute’s internal control over financial reporting. Accordingly, we
express no such opinion.

A deficiency in internal control over financial reporting exists when the design or operation of
a control does not allow management ot employees, in the normal course of petforming their
assigned functions, to prevent, or detect and correct misstatements on a timely basis.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over
financial reporting, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely
basis. A significant deficiency is a deficiency, ot a combination of deficiencies, in internal
control over financial reporting that is less severe than a matetial weakness, yet impottant
enough to merit attention by those chatrged with governance.

Our consideration of internal control was for the limited putpose described above and would
not necessatily identify all deficiencies in internal conttol that might be significant deficiencies
or matetial weaknesses in the Institute’s internal control over financial reporting. We did not
identify any deficiencies in the Institute’s internal control over financial reporting that we
consider to be material weaknesses, as defined above.
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Grant Thornton

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Institute’s financial statements are
free of material misstatement, we performed tests of its compliance with cettain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are requited to be teported under
Government Auditing Standards.

This report 1s intended solely for the information and use of the Board of Directors, Audit
Committee, management, and federal awarding agencies and pass-through entities, and is not
intended to be and should not be used by anyone other than these specified patties.

Gﬁm Z,c/

McLean, Virginia
December 15, 2009

Grant Tharnton LLP 26
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Audit » Tax » Advisory

: Grant Thornton LLP
. . . 2010 Corporate Ridge, Suite 400
Report of Independent Cetrtified Public Accountants on McLean, VA 22102-7838

Compliance with Requirements Applicable to Each T 703.847.7500
Major Program and on Internal Control over Compliance in  F 703.848.9580
Accordance with OMB Circular A-133 wanw.GrantThornton.com

Boatd of Directors
Wortld Resources Institute and Subsidiary

Compliance

We have audited the compliance of Wotld Resources Institute and Subsidiary (the Institute)
with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Citcular A-133 Compliance Supplement that are applicable to each of its major
federal programs for the year ended September 30, 2009. The Institute’s major federal
programs atre identified in the summary of auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of the Institute’s management. Out responsibility is to express an opinion on the
Institute’s compliance based on our audit.

We conducted out audit of compliance in accordance with auditing standards generally
accepted in the United States of America as established by the Ametican Institute of Certified
Public Accountants; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller Genetal of the United States; and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Citcular A-133 require that we plan and petform the audit to obtain
teasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a ditect and material effect on a major federal
program occutred. An audit includes examining, on a test basis, evidence about the Institute’s
compliance with those requitements and performing such other procedutes as we considered
necessary in the circumstances. We believe that our audit provides a teasonable basis for out
opinion. Our audit does not provide a legal determination of the Institute’s compliance with
those requirements.

Int our opinion, the Institute complied, in all matetial respects, with the requitements referred
to above that are applicable to each of its major federal programs for the year ended
September 30, 2009.
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GrantThornton

Internal Control Over Compliance

‘The management of the Institute is responsible for establishing and maintaining effective
internal control over compliance with the tequitements of laws, regulations, contracts, and
grants applicable to federal programs. In planning and performing our audit, we considered the
Institute’s internal control over compliance with requitements that could have a direct and
material effect on a major federal program as a basis for designing audit procedutes for the
putpose of expressing an opinion on compliance, but not for the purpose of expressing an

opinion of the effectiveness of the Institute’s internal control ovet compliance. Accordingly,
we express no such opinion.

A control deficiency in an entity’s intetnal control over compliance exists when the design ot
opetation of a control does not allow management ot employees, in the notmal course of
petforming their assigned functions, to prevent or detect noncompliance on a timely basis with
a type of compliance requirement of a federal program. A significant deficiency is a conttol
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
administer a federal program such that thete is more than a remote likelthood that
noncomphiance with a type of compliance requitement of a fedetal program that is more than
inconsequential will not be prevented ot detected.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in mote than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be prevented or detected.

Out consideration of internal control was for the limited purpose described above and would
not necessatily identify all deficiencies in internal control that might be significant deficiencies
ot matetial weaknesses. in the Institute’s internal control over compliance. We did not identify
any - deficiencies in the Institute’s internal control over compliance that we consider to be
material weaknesses, as defined above.

This repott is intended solely for the information and use of the Board of Ditectors, Audit
Committee, management, and federal awarding agencies and pass-through entities, and is not
intended to. be and should not be used by anyone other than these specified parties.

o 722«% &P

McLean, Virginia
December 15, 2009
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Wotld Resources Institute and Subsidiary

Schedule of Findings and Questioned Costs :
e
Year ended September 30, 2009

Section I

Financial Statements

1.

Type of auditot’s report issued

2. Internal control over financial reporting

a. Material weaknesses identified?

b. Significant deficiencies identified not considered
to be material weaknesses?

c. Noncompliance material to the financial
statements noted?

Fedetal Awards

1.

Internal control over major programs:

a. Matetial weaknesses identified?
b. Significant deficiencies identified not considered
to be material weaknesses? '

. Type of auditor’s report issued on compliance for
p p

major programs:

Any audit findings disclosed that are required to be
reported in accordance with OMB Citcular A-133,
Section 510(a)?

. Identification of major program:

U.S. Agency for International Development

Accelerating Clean Erietgy
Markets in India

Guidelines for Safe & Effective
Catbon Capture & Storage

. Dollar threshold used to distinguish between

Type A and Type B programs:

. Auditee qualified as a low-tisk auditee under

OMB Circular A-133, Section 5307

Section II—Financial Statements Findings

(None reported)

Summary of Auditor’s Results

Unqualified

None
None reported

No

- None

None reportéd

Unqualified

98.various
19.SLAQM-07-CA-337
19.SLAQM-08-GR-135
$300,000

Yes
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World Resources Institute and Subsidiary

Schedule of Findings and Questioned Costs—Continued
e
Year ended September 30, 2009 |

Section III—Federal Award Findings and Questioned Costs

{None reported)
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World Resources Institute and Subsidiary

Status of Prior Year Findings

L U
Year ended September 30, 2009

There were no ptior year findings.
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Wortld Resources Institute and Subsidiary

Schedule of Indirect Cost Rate Calculation (Facility Costs)

L T T

Year ended September 30, 2009

Total
Direct Expenses Programs Fundraising Expenses

Salaries and Stipends $ 8,936,480 7 $ 1,074,518 § 10,010,998
Pringe Benefits 2,455,003 300,432 2,755,435
Research & Conference Expenses 1,655,952 12,641 1,668,593
Publications Expenses 754,254 78,598 832,852
Communications Expenses 220,771 — 220,771
Travel 1,129,615 88,172 1,217,787
Misc. Costs 464,719 49,106 513,825
Subgrants 3,954,720 — 3,954,720
Total direct expenses 19,571,514 1,603,467 21,174,981
Less: Costs of institutional cooperative

agreements/ subgrants (3,954,720) — (3,954,720)
Total Allowable Direct Expenses (Allocation Base) $ 15,616,794 § 1,603,467 § 17,220,261

Total Facility

Facility Costs Cost
Rent $ 2,147,654
Salaties 393,891
Fringe Benefits 107,796
Library and Information Setvices 131,159
Reproduction 304
Supplies and Materials 76,517
Postage (217
Telephone and Cables 184,296
Equipment Reatal and Maintenance 616,508
Interest/Offsite storage/Misc. Exp. ' 38,814
Depreciation and Amortization 461,655
Total facility costs ) 4,158,437
Total Allowable Facility Costs : $ 4,158 437
Calculation of Facility Cost Rate:

"Total allowable facility costs/total allowable direct

expenses ($4,158,437/$17,220,261) 24.15%
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World Resources Institute and Subsidiary

Schedule of Fringe Benefit Rate Calculation

m

Year ended September 30, 2009

Regular and Temporary Total
Fringe Benefits Term Staff Staff Benefits
FICA 819,878 § 34,110 § 853,988
Group health 920,026 : — 920,026
Retitement 752,865 ——n 752,865
Unemployment 25,338 5,213 30,551
Workers’ compensation 32,174 434 32,608
Other 682,556 — 082,556
Total allocable costs 3,232,837 % 39,757 § 3,272,594
Regular and Term Staff Labor Programs Fund ng Facility Subgrant Administration Total Labot

Salaries 8,520,494 % 1,048,439 & 385,154 § 85093 § 1,350,758 § 11,389,938
Less: excluded salaries expense® {13,563) — (8,786) — (1,988) {24,330
Total allowable labor ba_\se 8,5U6,931 3 1,048,439 § 376,368 § 85,003 % 1,348,770 § 11,365,601
Calculation of fringe benefit for regutar and term staff:
‘Total allocable costs/total allowable babor base

($3,232,837/%11,365,601) 28.44%

Temporary. Staff Labor Programs Pundraising Facility Subgrant Administration ‘Total Labor

Salarics and stipends 415;937 $ 26,079 % 8,738 § — 3 © 18,141 § 468,945
T'otal allowable labor base 415987 § 26,079 § 8,738 § — 3 18,141 § 468,945
Calculation of fringe benefit for temporary staff:
Total allocable costs/total allowable labor base

(§39,757/§468,945) 8.48%

*Excluded salary expenses ate fellowship stipends, intern programs and outside tempoarary help. Theses expenditures are excluded because they do not

have a selationship to fringe benefit costs.



World Resources Institute and Subsidiary
Schedule of Indirect Cost Rate Calculation (General and Administration)
e

Year ended Septermber 30, 2009

Programs Fundraising Total
Allowable total ditect 3 15,616,794 § 1,603,467 $ 17,220,261
Total allocation base for general and administrative $ 15,616,794 § 1,603,467 $ 17,220,261
General and Administrative Expenses

Salaries $ 1,368,899
Benefits 385,160
Research Expenses 1,278
Conference Expenses 14,733
Publications Expenses 24,269
Travel ' 122,711
Professional Services 236,227
Memberships/Fees/Dues . 28,101
Recruitment/Relocation 111,639
Staff Meals/Kitchen ‘ ‘ 26,344
Training & Cateer Development 32,403
Telephone 7,995
Postage 1,343
Reproduction 5,284
Miscellanecus : 50,374
Non-billable unallowable 81,626
Total general and administrative expenses 2,498,386
Less: non-billable unallowable : (81,626)
Total allowable general and administrative expenses $ 2,416,760
Calculation of general and administrative rate:
Total general and administrative/total allocation base for

general and administrative (§2,416,760/%17,220,263) 14.03%

*Excluded unallowable expenses that are not chatgeable to funders.
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World Resources Institute and Subsidiary

Schedule of Indirect Cost Rate Calculation (Subgrant)

e

Year ended September 30, 2009

Programs Fundraising Total
Total subgrant costs $ 3,954,720 $ — % 3,954,720
‘Total allocation base for general and administrative $ 3,954,720 § — 3,954,720
General and Administrative Expenses

Salaries $ 85,093
Benefits 24,204
Total general and administrative expenses $ 109,297
Calculation of subgrant rate:
‘Total subgrant costs/total allocation base for

general and administrative ($109,297/$3,954,720) 2.76%
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World Resources Institute and Subsidiary

Note to Schedule of Indirect Cost and Fringe Benefit Rate Calculations

L
Year ended September 30, 2009

NOTE A—BASIS OF ACCOUNTING

The calculation of allocation tates is prepated in accotdance with the methodologies used by the Institute
in negotiating its indirect facility cost, fringe benefit, and general and administrative cost rates with its
oversight agency, the U.S. Agency for International Development. Revenue is recorded using provisional
approved rates. The difference between actual and provisional rates is not material to the financial
statements as a whole. :

Facility Cost Rate—tepresents total indirect costs less unallowable costs as a percentage of total direct costs,
which includes fringe benefit costs, less all charges reptesenting costs incurred pursuant to subcontract ot
subgrant agreements and unallowable costs.

Fringe Benefit Rafe-tepresents the cost of total fringe benefit expenses as a petcentage of total salaty and
wage charges that result in related fringe benefit expenses. Fringe benefit costs are included as 2 direct
cost in the calculation of both the overhead, and the general and administrative cost rates.

General and Administrative Rate—reptesents all general and administrative expenses as a percentage of direct
costs incutted, less charges representing costs incutred putsuant to subcontract or subgrant agreements.

Subgrant Pool Rate—represents subgrant-related salaties as a percentage of total subgrant costs.
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