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Wotld Resources Institute and Subsidiary

We have audited the accompanying consolidated statements of financial position of the World
Resources Institute and Subsidiary (the Institute) as of Septembet 30, 2010 and 2009, and the
related consolidated statements of activities and changes in net assets, and the consolidated
cash flows for the years then ended. These consolidated financial statements are 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 American Institute of Certified Public
Accountants and the standards applicable to financial audits contained in Government Awnditing
Standards, issued by the Comptroller General of the United States. Those standards require
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
procedures that ate 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.
Accotdingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the 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 respects, the consolidated financial position of the Institute as of September 30, 2010
and 2009, and the consolidated changes in its net assets and its consolidated cash flows for the
years then ended, in conformity with accounting principles generally accepted in the United
States of Ametrica.

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



¥ GrantThornton

In accordance with Governmment Auditing Standards, we have also issued a treport dated
December 23, 2010, on our consideration of the Institute’s internal control over financial
repotting, and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The putpose of that repott is to describe
the scope of our testing of internal control over financial reporting 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 part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results

of our audits.

McLean, Vitginia
December 23, 2010

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



World Resources Institute and Subsidiary

Consolidated Statements of Financial Position

M

Year ended Septemnber 30, 2010 2009
Assets
Cash and cash equivalents $ 2,551,049 $ 1,019,836
Cash restricted—held for others (Note H) 20,280 1,488,865
Total cash and cash equivalents 2,571,329 2,508,701
Grants, pledges and contracts receivable, net (Note D) 16,342,077 13,981,372
Investments (Note B) 37,118,015 35,017,435
Other assets 606,441 538,936
Furniture, fixtures, software, and equipment, net (Note E) 1,167,495 1,177,216
Total Assets 57,805,357 53,223,660
Liabilities and Net Assets
Liabilities
Accounts payable 2,076,453 1,266,879
Accrued salaries and benefits 1,205,593 710,148
Obligation under capital leases (Note F) 35,705 34,973
Deferred rent 206,293 231,048
Deferred revenue 825,983 63,208
Funds held for others 20,280 1,488,865
Total Liabilities 4,370,307 3,795,121
Net Assets
Unrestricted:
Operating 508,797 109,105
Designated—working capital reserve 2,627,607 2,443 320
3,136,404 2,552,425
Temporatily restricted 24,960,880 21,538,348
Permanently restricted 25,337,766 25,337,766
Total Net Assets 53,435,050 49,428,539
Total Liabilities and Net Assets $ 57,805,357 $ 53,223,660

The accompanying notes are an integral part of these statements.
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World Resoutces Institute and Subsidiary

Consolidated Statements of Cash Flows

#

Year ended Septenber 30, 2010 2009
Cash Flows from Operating Activities
Change in net assets $ 4,006,511 $ 1,630,773
Adjustments to reconcile change in net assets to
net cash from operating activities:
Depreciation and amortization 447,870 473,564
Loss from disposal of equipment 70,552 16,359
Realized (gain) loss from sale of investments (974,032) 2,801,633
Unrealized gain on investments (1,234,961) (1,964,846)
Changes in operating assets and liabilities:
Cash restricted - held for others 1,468,585 (17,915)
Grants and contracts receivable (2,360,705) (939,620)
Other assets (67,505) 105,870
Accounts payable 809,574 (37,446)
Accrued salaries and benefits 495,445 (131,725)
Funds held for others (1,468,585) 17,915
Defesred rent (24,755) (28,136)
Defetred revenue 762,775 (347,213)
Accrued interest on line-of-credit — (12,018)
Net Cash Provided by Operating Activities 1,930,769 1,567,195
Cash Flows from Investing Activities
Proceeds from sales of investments 18,576,934 9,364,497
Purchase of investments (18,468,521) (8,875,940)
Purchase of furniture, fixtures, and equipment (471,030) (372,227)
Net Cash (Used in) Provided by Investing Activities (362,617) 116,330
Cash Flows from Financing Activities
Payments on line-of-credit — (2,000,000)
Payments on capital lease obligations (36,939) (48,145)
Net Cash Used in Financing Activities (36,939) (2,048,145)
Net Increase (Decrease) in Cash and Cash Equivalents 1,531,213 (364,620)
Cash and Cash Equivalents, beginning of year 1,019,836 1,384,456
Cash and Cash Equivalents, end of year $ 2,551,049 § 1,019,836
Supplemental Disclosure of Cash Flow Information
Cash paid for interest $ 5236 % 23,898
Non Cash Investing and Financing Activities
Equipment acquired under capital lease $ (37,671) $ =—
37,671 -

Capital lease obligation

The accompanying notes are an integral part of these statenrents.
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World Resoutrces Institute and Subsidiary

Notes to Consolidated Financial Statements
e e T e T RS S e T
September 30, 2010 and 2009

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

World Resources Institute (the Institute) is an independent research and policy institute founded in 1982
to help governments, environmental and development otganizations, 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 catried out by an approximately 200-member interdisciplinary staff, strong in
sciences, and augmented by a network of advisors, collaborators, international fellows, and cooperating
institutes in mote than 50 countries. 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 supported not-for-profit otganization.

The Wortld Resources Institute Fund (WRIF) is a not-for-profit organization created in 1986 as a
supporting 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 record investment activities for the African 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 described under Section 509(a)(3) of the TRC and,

therefore, not a private foundation.
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.
Classification of Net Assets
Activities of the Institute are recorded in the following net asset categories:

Operating-Unrestricted revenues and operating expenses of the Institute. Cutrent investment earnings
are available to support curtent 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 cettain 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 similat to an
endowment. No amounts have been designated to this categoty as of September 30, 2010 and 2009.

Temporarily Restricted—Contributions restricted, as to time or purpose, by the donot. When the purpose
or time period restriction is met, temporarily restricted net assets are teclassified to untestricted net
assets and reported in the consolidated statement of activities as net assets released from testrictions.

Permanently Restricted~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.

9



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements
s e S e e e e R
September 30, 2010 and 2009

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Revenue Recognition

Contributions, including unconditional promises to give, ate recognized as tevenue in the period received.
Contributions are reported as increases in the apptoptiate category of net assets, except for the
contributions that impose restrictions that ate met in the same fiscal year they are received, which are
included in unrestricted revenues.

Income from grants and contracts is currently recorded as unrestricted revenue when the costs ate
incurred. 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

For purposes of reporting cash flows, the Institute considers all highly liquid investment insttuments
purchased with an initial maturity of three months or less to be cash equivalents except for cash and cash
equivalents held in investment accounts

The Institute has cash in foreign accounts totaling $61,880 and $19,245 in 2010 and 2009, respectively.

Investments

The Institute records investments that qualify as securities as defined in FASB Accounting Standards
Codification™ (ASC) 320, Investments — Debt and Equity Securities at fair value. Gains and losses on
investments, realized and unrealized, are recorded as of trade date.

The Institute’s cash and money market accounts held in its investment portfolio are carried at amortized
cost. These investments do not qualify as securities as defined in ASC 320, Inestments — Debt and Equity
Securities, thus the fair value disclosures required by ASC 820, Fair Value Measurements and Disclosures, ate not
provided.

Fair Value

ASC 820, Fair Value Measurements and Disclosures, establishes a single authoritative definition of fair value,
sets a framewotk for measuring fair value, and requitres additional disclosures about fair value
measurements. In accordance with ASC 820, the Institute classifies its assets and liabilities into Level 1
(securities valued using quoted prices from active markets for identical assets), Level 2 (securities not
traded on an active market for which observable matket inputs are readily available), and Level 3 (securities
valued based on significant unobservable inputs). Investments are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement.

10



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
e v N ST ]
September 30, 2010 and 2009

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Fair Value—Continued

The following is a description of the valuation methodologies and inputs used for assets and liabilities
measured at fair value, as well as the general classification pursuant to the valuation hierarchy.

Equity Securities

Investments in equity securities valued at the quoted prices in an active market are classified within
Level 1 of the fair value hierarchy.

Debt Securities

When quoted prices ate available in an active market, debt securities are classified within Level 1 of
the fair value hierarchy. Quoted prices in inactive markets are classified within Level 2. As of
September 30, 2010 and 2009, all debt secutities were valued using quoted prices in an active matket.

Alternative Investments

Alternative investments consist of investments in various funds. These investments are aggregated
into hedge, equity, fixed income, emerging market and real estate funds based on their underlying
investments. The fair value of such investments is determined using the net asset value (NAV) per
share as a practical expedient. The investments, which are redeemable at or neat yeat-end at NAV per
share, are classified within Level 2 of the fair value hierarchy; otherwise, they ate classified within
Level 3 of the fair value hierarchy.

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 yeats. Leasehold improvements are amortized
over the shottet of their useful lives ot the lease term. Assets purchased under a capital lease are 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 term. When assets are retired or sold, the related cost and accumulated
depreciation ate 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 collections. Collections consist of artwork 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.

Costs Subject to Audit

The Institute’s costs under its government grants and cooperative agreements 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.

1



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
e S AT TS e e e e S U

September 30, 2010 and 2009

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Use of Estimates

The prepartation 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
reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the date of
the financial statements, as well as the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Concentration of Credit Risk

To stabilize the financial markets, congress provided unlimited federal guarantees on all deposits held in
non-interest bearing accounts. This guarantee expited on December 31, 2009. As a result, the Institute
moved $3,000,000 to a secute savings account at Merrill Lynch. The balance in the secure savings account
on September 30, 2010 was $2,001,407. The Institute has not incutred any losses on these funds.

Impact of Recent Accounting Standards/Pronouncements

Effective for the year ended September 30, 2010, the Institute adopted new guidance that creates 2 single
model to address uncertainty in tax positions and clarifies the accounting for income taxes by prescribing
the minimum recognition threshold a tax position is required to meet before being recognized in its
financial statements, Under the requirements of this guidance, otganizations could now be required to
record an obligation as the result of tax positions they have historically taken on various tax exposure
items. The impact of the adoption of this guidance did not have a material effect on the financial
statements of the Institute. Priot to the adoption of this guidance, the determination of when to tecord a
liability for a tax exposure was based on whether a liability was considered probable and reasonably

estimable in accordance with guidance concerning recording contingencies.

In April 2009, the FASB issued guidance on estimating fair value when the volume and Jevel of activity for
an asset or liability have significantly decreased, including guidance on identifying circumstances that
indicate a transaction is not orderly. The guidance emphasizes that, regardless of whether the volume and
level of activity for an asset or liability have decreased significantly and which valuation technique was
used, the objective of a fair value measurement under ASC 820, Fair Value Measutements and Disclosutes,
remains the same—to estimate the price that would be received to sell an asset or transfer a liability in an
ordetly transaction between market participants at the measurement date under current market conditions.
The guidance includes expanded disclosure requirements and requires that entities determine the majot
categories for debt and equity securities in the fair value hierarchy table on the basis of the nature and risks
of the investments. The Institute adopted this guidance effective for the year ended September 30, 2010.
The adoption did not have a material impact on the Institute’s financial statements. The additional
disclosures required by the guidance are included in Note C -- Fair Value Measurements.

In January 2010, the FASB issued guidance that clarifies existing disclosures and requires new disclosures
about fait value measurements. The clatifications and the requirement to disclose the amounts and reasons
for significant transfers between Level 1 and Level 2 and significant transfers into and out of Level 3 of the
fair value hierarchy are effective for periods beginning after December 15, 2009. The new requirement that
purchases, sales, issuances, and settlements be presented gross in the Level 3 reconciliation is effective for
fiscal years beginning after December 15, 2010 and for interim periods within those years, with eartly
adoption permitted. Since this new guidance only amends the disclosure requirements, it will not have any
impact on the Institute’s financial statements.

12



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
e T S e e e
September 30, 2010 and 2009

NOTE B—INVESTMENTS

Investments were as follows as of September 30:

2010 2009

Equity secutities $ 11,792,538 § 12,398,887
Debt securities 1,675,773 874,776
Alternative investments

Hedge funds 13,771,960 15,081,810

Fixed income fund 1,075,714 —

Emerging market fund 2,220,156 2,100,524

Real estate fund 4,952,724 —

Equity fund = 4,427,348
Subtotal $ 35488865 § 34,883,345
Money market funds 1,629,150 134,090

$ 37,118,015 $§ 35,017,435

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

2010 2009
Realized gains (losses) $ 974,032 §  (2,801,633)
Unrealized gains 1,234,961 1,964,846
Dividends and interest 505,839 282,440
Investment management fees and foreign taxes (148,531) (98,478)
Total $ 2,566,301  § (652,825)

13



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
e T e e R s s S
September 30, 2010 and 2009

NOTE C—FAIR VALUE

The following table summarizes the valuation of financial mstruments at fair value on a recutring basis in
the Statement of Financial Position at September 30, 2010, including the additional requirement to classify
securities by major categoty which is defined as the major security type classification.

Level 1 Level 2 Level 3 Total
Equity secutrities $ 11,792,538 $ — % — § 11,792,538
Debt securities 1,675,773 — — 1,675,773
Alternative investments:
Directional/absolute hedge
funds — — 13,771,960 13,771,960
Inflation hedge fund — 4,952,724 — 4,952,724
Fixed income fund — 1,075,714 — 1,075,714
Emerging market fund — 2,220,156 — 2,220,156

$ 13,468,311 § 8248594 $ 13,771,960 $ 3548838065

The following table summarizes the valuation of financial instruments at fair value on a recurring basis in
the Statement of Financial Position at September 30, 2009, including the additional requitement to classify
secutities by major category which is defined as the major secutity type classification.

Level 1 Level 2 Level 3 Total
Equity securities $ 12,398,887 $ — 3 — 3§ 12,398,887
Debt secutities 874,776 — — 874,776
Alternative investments:

Directional/absolute hedge

funds = o 15,081,810 15,081,810

Equity fund = . 4,427 348 4,427,348

Emerging market fund — — 2,100,524 2,100,524

$ 13,273,663 $ — $ 21,609,682 $ 34,883,345

14



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
s e ST R e e e |
September 30, 2010 and 2009

NOTE C—FAIR VALUE—Continued

The following table summarizes the changes in fair value of assets and liabilities measuted at fair value on a
recurring basis using significant unobservable inputs (Level 3) for the year ended September 30, 2010,
including the additional requirement to classify secutities by major category defined as the major security
type classifications within ASC 320.

Total
Beginning Realized/ Purchases, Ending
Balance at Unrealized Issuances, Balance at

10/1/09 Gains and Sales (Net) 9/30/10
Hedge funds $ 15,081,810 § 703,088 § (2,012,938) § 13,771,960
Equity fund 4,427,348 354,431 (4,781,779) —
Emerging market fund 2,100,524 382,643 (2,483,167) —
$ 21,609,682 § 1,440,162 § (9,277,884) $ 13,771,960

The following table summarizes the changes in fair value of assets and liabilities measured at fair value on a
recurring basis using significant unobservable inputs (Level 3) for the year ended September 30, 2009.

Total
Beginning Realized/ Purchases, Ending
Balance at Unrealized Issuances, and Balance
10/1/2008 Losses Sales (Net) at 9/30/09
Alternative investments $ 22,269,290 § (29,077) § (630,531) § 21,609,682
$ 22,269290 § (29,077) $ (630,531) $ 21,609,682

15



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued
[T SN N R e e S e e T ]
September 30, 2010 and 2009

NOTE C—FAIR VALUE—Continued

The table below presents additional information for the Institute’s investments, as of September 30, 2010,
whose fair value is estimated using the practical expedient of reported net asset value (NAV). These
disclosures are required for all investments that ate eligible to be valued using the practical expedient as
defined in ASU 2009-12, regatdless of whether the practical expedient has been applied.

Expected Redemption
Unfunded Liquidation Redemption Redemption  Restrictions
Fair Value Commitments Term Terms Restrictions at 9/30/10
Annually (1
fund), Between 60
Quartetly 3 - 105 days
funds), and notice (3

Closed for funds) and
Redemption Gated (2 2 funds are

Hedge funds $ 13,771,960 None Not applicable (1 fund) funds) Gated

Inflation hedge fund 4,952,724 None Not applicable Monthly None None
15 days

Fixed income fund 1,075,714 None Not applicable Monthly notice None
30 days

Emerging matket fund 2,220,156 None Not applicable Monthly notice None

$ 22,020,554

(2) This class includes several hedge funds and funds of funds that invest primarily in debt and equity
securities. The fair values of the investments have been estimated by using the NAV per shate of the
funds.

(b) This class includes investments in funds that invest primarily in international bonds. The fair values
of these investments have been estimated using the NAV per share of the funds.

(c) This class includes investments in funds that invest primarily in equity stock and debt securities in
emerging economies. The fair values of the investments have been estimated using the NAV per
share of the fund.

(d) This class includes an investment in an inflation hedge fund whose objective is long-term total return

in excess of a customized blended benchmark. The fair value of this investment has been estimated
using the NAV per share of the fund.

16



World Resources Institute and Subsidiary

Notes to Consolidated Financial Statements—Continued

e L S e s
September 30, 2010 and 2009

NOTE D—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:

2010 2009
U.S. government 4% 4%
Foundations 38% 19%
Foreign governments 20% 24%
International otganizations 17% 8%
Corporations, individuals, and others 21% 45%
100% 100%
As of September 30 the Institute’s receivables were due as follows:
2010 2009
Less than one year $ 14395141 § 11,297,574
One to five yeats 2,168,864 2,908,924
Allowance for doubtful accounts (156,973) (124,260)
Unamortized discount on receivables (64,955) (100,867)
Grants, pledges, and contracts receivable, net $ 16,342,077 $ 13,981,372

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

NOTE E—FURNITURE, FIXTURES, AND EQUIPMENT

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

2010 2009
Furniture and equipment $ 3,403,404  § 3,068,115
Leasehold improvements 1,033,171 1,002,500
Equipment under capital lease agreements 123,233 85,562
Artwork 8,825 8,825

4,568,633 4,165,002
Less: accumulated depreciation and amortization (3,401,138) (2,987,786)
Furniture, fixtures, and equipment, net $ 1,167,495 § 1,177,216
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September 30, 2010 and 2009

NOTE F—OBLIGATIONS UNDER CAPITAL LEASES

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 petiods. Total assets
capitalized pursuant to such agreements, and the related accumulated amortization at September 30, were
as follows:

2010 2009
Equipment under capital lease $ 123,233  § 85,562
Less: accumulated amortization (69,115) (57,360)
Equipment under capital lease, net $ 54,118 § 28,202

The future minimum lease payments under the capital lease agreements and the ptesent value of the
minimum lease payments and interest are as follows:

September 30,
2011 $ 14,203
2012 6,928
2013 6,928
2014 6,928
2015 3,464
Total future minimum lease payments 38,451
Less: amount representing interest (2,746)
Present value of minimum lease payments $ 35,705

Interest expense related to the capital leases was $5,236 and $4,496 respectively, for the years ended
September 30, 2010 and 2009.
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September 30, 2010 and 2009

NOTE G—OFFICE LEASE COMMITMENTS AND RENT ABATEMENT

The Institute has entered into various operating lease agreements. During 2007, the Institute renegotiated
and extended its current lease, under an agreement which expires in February 2019. As part of the office
building lease, the Institute received two months 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 lease payments as of September 30, 2010, ate as follows:

September 30,
2011 $ 2,573,272
2012 2,596,751
2013 2,655,166
2014 2,714,894
2015 2,775,971
2016 and thereafter 9,718,169
Total $ 23,034,223

Rental expense for these leases was $2.219,540 and $2,147,654 for the years ended September 30, 2010 and
2009, respectively.

NOTE H—FUNDS HELD FOR OTHERS

The Fotd Foundation gave a grant (for endowment) of $1,200,000 to ACTS (an unrelated organization) in
Naitobi, Kenya. ACTS requested the Institute to hold the funds in an interest-beating account until
further notice. The funds were returned in July 2010 per the request of ACTS Boatd of Directors.

The Institute also holds $14,347 of pass-through funding for another Organization and $5,933 of earnings

on funds received from a donor reflected as funds held for others as of September 30, 2010. As of
September 30, 2010, the Institute held $288,865 of pass-through funding for another Organization.
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NOTE I—TEMPORARILY RESTRICTED NET ASSETS

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

2010 2009
Embatq $ 9349498 § 3,213,081
Climate, enetgy, and pollution 2,244,746 4,381,866
People & Ecosystems 4,695,460 5,371,017
Institutions and governance 3,514,231 2,442,839
Market & Enterprise 657,636 1,691,577
Special studies 764,045 1,081,358
Communication/World Resources Report 474,728 1,098,681
Unspent earnings on endowment 3,260,536 2,257,929
Total $ 24,960,880 $ 21,538,348

Net assets released from restrictions by incutring expenses satisfying their testricted purposes during the
years ended September 30, are as follows:

2010 2009
Embatrq $ 1,707,147 $ 2,257,927
Climate, Enetgy, and Pollution 3,746,694 2,388,810
People & Ecosystems 3,312,200 2,218,311
Institutions and Governance 2,193,026 785,261
Market & Enterprise 1,649,167 939,460
Special studies/Innovation 832,196 172,007
Development — 60,633
Communication & World Resources Report 621,929 968,566
Total $ 14,062,365 $ 9,790,975
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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 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 tecognized as unrestricted 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 are recognized as unrestricted designated revenue and used to pay for interns.

Interpretation of Relevant Law

The Management and Board of Directors of the Institute have interpreted Delaware’s “Uniform Prudent
Management of Institutional Funds Act of 2007” (the Act), absent explicit donor stipulations to the
contrary, 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 similar citcumstances in making determinations to approptiate or
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 required 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

retutns from capital appreciation and dividend and interest income.

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

risk. Short-term volatility will be tolerated in as much as it is consistent with the volatility of a
compatable market index.
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NOTE J—PERMANENTLY RESTRICTED NET ASSETS—Continued

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

Preservation 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 preserve purchasing powet of Endowment assets. Risk control is an
importtant element in the investment of Endowment assets.

Over the established investment horizon 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 Board of Directots approves an operating budget and associated endowment draw annually. The
Institute spending guideline shall normally be 5% of the trailing 12 quatter average market value of the
investments. The Board may approve a deviation from the 5% guideline if deemed prudent.

During 2010 and 2009, respectively, $1,379,407 and $1,869,320 of these earnings wete transferred from
temporarily 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 donot restricted endowment
funds may fall below the level that the donor requires the Institute to retain as a fund of perpetual
duration. In accordance with GAAP, deficiencies of this nature ate reported in unrestricted net assets. As
of September 30, 2010 and 2009, the Institute had no deficiencies of this nature reported in unrestricted
net assets.
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NOTE J—PERMANENTLY RESTRICTED NET ASSETS—Continued

Endowment Net Asset Composition by Type of Fund as of September 30, 2010:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Donor-restricted endowment funds  § 2,627,607 $ 3,260,536 § 25,337,766 $ 31,225,909

Changes in Endowment Net Assets for the Year Ended September 30, 2010:

Temporarily  Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, beginning
of year

&5

2,443320 $ 2,257,929 § 25337,766 $ 30,039,015

Investment return

Investment income 29,411 388,354 — 417,775
Net appreciation (realized and

untrealized) 154,876 1,993,660 — 2,148,536

Total investment return 184,287 2,382,014 — 2,566,301

Appropriation of endowment
assets for expenditure — (1,379,407) — (1,379,407)

Endowment net assets, end of
yeat $ 2627607 $ 3,260,536 § 25,337,766 $ 31,225,909
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NOTE J—PERMANENTLY RESTRICTED NET ASSETS—Continued

Endowment Net Asset Composition by Type of Fund as of September 30, 2009:

Temporarily Permanently
Untestricted Restricted Restricted Total

Donor-restricted endowment funds  § 2,443,320 $ 2257929 § 25,337,766 § 30,039,015
Changes in Endowment Net Assets for the Year Ended September 30, 2009:

Tempotratily  Permanently

Unrestricted Restricted Restricted Total

Endowment net assets, beginning

of year $ 7,225,254 § — $ 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)
Apptopriation of endowment

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

year $ 2443320 $ 2257,929 $ 25337,766 $ 30,039,015
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NOTE K—SIGNIFICANT CONTRACTS

The Institute was awarded a four-year §4,900,000 grant on December 11, 2008, by the Netherlands
Ministry of Foreign Affaits for core funding in response to their proposal Leveraging Change at the Nexus of
Poverty, Ecosystem and Governance. WRI has received $4,760,000 as of September 30, 2010. A total of
$4,900,000 of this grant has been spent as of September 30, 2010.

The Institute initiates and completes a substantial portion of its projects within the Institutions &
Governance and People & Fcosystems Programs pursuant to couple of cooperative agreements from the
U.S. Agency for International Development. The revenue pursuant to these cooperative agreements was
$3,410,818 and $1,713,415 for the years ended September 30, 2010 and 2009, tespectively. Such revenue
accounted for approximately 77.6 percent and 8.9 percent of total federal and non-federal grants,
contributions, and cooperative agreement revenues during the years ended September 30, 2010 and 2009,
respectively.

NOTE L—EMPLOYEE BENEFITS

The Institute contributes either 5 petcent or 8 percent (based on yeats of service) of eligible employees’
annual ecarnings, as defined in Plan agreements under a defined contribution plan. The amount
contributed to the Plan for the yeats ended September 30, 2010 and 2009, was $849,765 and $752,865,

respectively.

NOTE M—SUBSEQUENT EVENTS

The Institute evaluated its September 30, 2010 financial statements for subsequent events through
December 23, 2010, the date the financial statements were available to be issued. The Institute is not
aware of any subsequent events which would require recognition or disclosure in the consolidated financial
statements.
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&Y GrantThornton

Audit * Tax * Advisory

Grant Thornton LLP
2010 Corporate Ridge, Suite 400

) . McLean, VA 22102-7838
Repott of Independent Certified Public Accountants on 103.80.57500

Supplemental Information F 703,848 9580
www.GrantThornton.com

Board of Directots
World Resources Institute and Subsidiary

Our audits wete conducted for the purpose of forming an opinion on the basic consolidated
financial statements taken as a whole. The accompanying supplemental information on pages
28-29 is presented for purposes of additional analysis and is 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 consolidated financial statements and, in our
opinion, is fairly stated in all material respects in relation to the consolidated financial

statements taken as a whole.

McLean, Virginia
December 23, 2010
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