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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Earthwatch Institute, Inc:

We have audited the accompanying statements of financial position of Earthwatch Institute, Inc. (a
Massachusetts corporation, not for profit) as of September 30, 2010 and 2009, and the related statements
of activities, changes in net assets, cash flows and functional expenses for the years then ended. These
financial statements are the responsibility of Earthwatch’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Earthwatch Institute, Inc. as of September 30, 2010 and 2009, and the changes in its
net assets and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

- Ollysllat, O, /’;@«A@g Lo f.C

Westborough, Massachusetts
March 3, 2011



ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Short-term investments
Current portion of grants and pledges receivable
Prepaid field grant expense, net
Prepaid expenses
Due from affiliates, net
Due (to) from
Total current assets

INVESTMENTS

GRANTS AND PLEDGES RECEIVABLE, net
of current portion and discount

PROPERTY AND EQUIPMENT, net of accumulated
depreciation

OTHER ASSETS:
Interest in insurance policy contracts
Lease deposit
Intangible assets

Total assets
LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Note payable to a bank
Accounts payable and accrued expenses
Due to affiliates, net
Deferred expedition income
Total current liabilities

NET ASSETS:
Unrestricted -
Property and equipment and intangibles
Board designated
Operating
Depreciation on permanently restricted endowment
Total unrestricted

Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

EARTHWATCH INSTITUTE, INC.

STATEMENTS OF FINANCIAL POSITION
SEPTEMBER 30, 2010 AND 2009

2009
TEMPORARILY PERMANENTLY TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL UNRESTRICTED _RESTRICTED RESTRICTED TOTAL
$ - $ 452,758 $ - $ 452,758 $ - $ 419,607 $ - $ 419,607
- 676,886 - 676,886 - 656,126 - 656,126
12,756 3,004,250 - 3,017,006 49,000 3,920,462 - 3,969,462
59,353 - - 59,353 115,718 - - 115,718
67,105 - - 67,105 163,180 - - 163,180
102,800 - - 102,800 - - - -
(1,006,747 1,051,069 (44,322) - (932,597) 902,994 29,603 -
(764,733) 5,184,963 (44,322) 4,375,908 (604,699) 5,899,189 29,603 5,324,093
- 18,343 1,101,677 1,120,020 - - 1,016,080 1,016,080
- 696,074 - 696,074 - 2,758,440 - 2,758,440
168,766 - - 168,766 220,568 - - 220,568
419,111 - - 419,111 417,001 - - 417,001
25,000 - - 25,000 - - - -
66,895 - - 66,895 66,895 - - 66,895
$  (84,961) $ 5,899,380 $ 1,057,355 $ 6,871,774 $ 99,765 $ 8,657,629 $ 1,045,683 $ 9,803,077
$ - $ - $ - $ - $ 200,000 $ - $ - $ 200,000
507,735 - - 507,735 367,148 - - 367,148
- - - - 130,981 - - 130,981
834,446 - - 834,446 1,057,542 - - 1,057,542
1,342,181 - - 1,342,181 1,755,671 - - 1,755,671
235,661 - - 235,661 287,463 - - 287,463
10,042 - - 10,042 10,042 - - 10,042
(1,672,845) - - (1,672,845) (1,874,663) - - (1,874,663)
- - - - (78,748) - - (78,748)
(1,427,142) - - (1,427,142) (1,655,906) - - (1,655,906)
- 5,899,380 - 5,899,380 - 8,657,629 - 8,657,629
- - 1,057,355 1,057,355 - - 1,045,683 1,045,683
(1,427,142) 5,899,380 1,057,355 5,529,593 (1,655,906) 8,657,629 1,045,683 8,047,406
$  (84,961) $ 5,899,380 $ 1,057,355 $ 6,871,774 $ 99,765 $ 8,657,629 $ 1,045,683 $ 9,803,077

The accompanying notes are an integral part of these statements.
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EARTHWATCH INSTITUTE, INC.

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

2010 2009
TEMPORARILY PERMANENTLY TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL UNRESTRICTED RESTRICTED RESTRICTED TOTAL
REVENUE AND SUPPORT:
Gifts and grants $ 818,177 $ 2,809,773 $ - $ 3,627,950 $ 601,639 $ 2,509,903 $ - $ 3,111,542
Contributions from domestic volunteers 3,007,184 - - 3,007,184 3,270,541 - - 3,270,541
Contributions from overseas volunteers 1,028,813 - - 1,028,813 1,031,860 - - 1,031,860
Membership and annual fund 310,967 - - 310,967 497,273 - - 497,273
Other 62,274 - - 62,274 85,174 - - 85,174
Investment earnings 22,500 - - 22,500 22,149 2,881 - 25,030
Net assets released from purpose restrictions 5,520,621 (5,520,621) - - 4,675,375 (4,675,375) - -
Net assets released from time restrictions 65,744 (65,744) - - - - - -
Total revenue and support 10,836,280 (2,776,592) - 8,059,688 10,184,011 (2,162,591) - 8,021,420
EXPENSES:
Field research, program development and delivery 9,133,619 - - 9,133,619 8,937,285 - - 8,937,285
General administration, facilities and institutional
support 1,612,844 - - 1,612,844 1,771,879 - - 1,771,879
Total expenses 10,746,463 - - 10,746,463 10,709,164 - - 10,709,164
Changes in net assets from operations 89,817 (2,776,592) - (2,686,775) (525,153) (2,162,591) - (2,687,744)
NON-OPERATING REVENUES (EXPENSES):
Investment gains (losses) 94,034 13,704 11,672 119,410 59,566 (42,143) 3,163 20,586
Capital grants - 25,000 - 25,000 - - - -
Investment income - endowment 19,913 4,639 - 24,552 - 42,143 - 42,143
Net assets released from capital restriction 25,000 (25,000) - - - - - -
Total non-operating revenues 138,947 18,343 11,672 168,962 59,566 - 3,163 62,729
Changes in net assets $ 228764 $ (2,758,249) $ 11,672 $ (2,517,813) $  (465,587) $ (2,162,591) $ 3,163 $ (2,625,015)

The accompanying notes are an integral part of these statements.
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EARTHWATCH INSTITUTE, INC.

STATEMENTS OF CHANGES IN NET ASSETS
FOR THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

TEMPORARILY PERMANENTLY

UNRESTRICTED RESTRICTED RESTRICTED TOTAL
NET ASSETS, September 30, 2008 $ (1,190,319) $ 10,820,220 $ 1,042,520 $ 10,672,421
Changes in net assets (465,587) (2,162,591) 3,163 (2,625,015)
NET ASSETS, September 30, 2009 (1,655,906) 8,657,629 1,045,683 8,047,406
Changes in net assets 228,764 (2,758,249) 11,672 (2,517,813)
NET ASSETS, September 30, 2010 $ (1,427,142) $ 5,899,380 $ 1,057,355 $ 5,529,593

The accompanying notes are an integral part of these statements.
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EARTHWATCH INSTITUTE, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets from operations $(2,686,775) $(2,687,744)
Adjustments to reconcile changes in net assets from operations
to net cash provided by (used in) operating activities:
Depreciation 104,450 113,232
Changes in operating assets and liabilities -
Grants and pledges receivable 3,014,822 2,082,894
Prepaid field grant expense 56,365 157,188
Prepaid expenses 96,075 21,128
Due from (to) affiliates, net (233,781) 119,527
Lease deposit (25,000) -
Accounts payable and accrued expenses 140,587 (223,637)
Deferred expedition income (223,096) (95,803)
Net cash provided by (used in) operating activities 243,647 (513,215)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment (52,648) (72,499)
Interest in insurance policy contracts 2,110) 3,004
Purchase of investments (181,886) (478,570)
Proceeds from sale of investments 201,148 362,420
Net cash used in investing activities (35,496) (185,645)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from (payments on) note payable to a bank (200,000) 200,000
Capital grant 25,000 -
Net cash provided by (used in) financing activities (175,000) 200,000
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 33,151 (498,860)
CASH AND CASH EQUIVALENTS, beginning of year 419,607 918,467
CASH AND CASH EQUIVALENTS, end of year § 452,758 $ 419,607
SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:
Cash paid for interest $ 2,442 $ -
Cost basis of disposed assets $ 90,015 $ -

The accompanying notes are an integral part of these statements.
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EARTHWATCH INSTITUTE, INC.

STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

2010 2009
FIELD RESEARCH, GENERAL FIELD RESEARCH, GENERAL
PROGRAM ADMINISTRATION, PROGRAM ADMINISTRATION,
DEVELOPMENT FACILITIES AND DEVELOPMENT FACILITIES AND
AND INSTITUTIONAL TOTAL AND INSTITUTIONAL TOTAL
DELIVERY SUPPORT EXPENSES DELIVERY SUPPORT EXPENSES
SALARY AND RELATED:
Salaries $ 2,337,949 $ 690,142 $ 3,028,091 $ 2,409,597 $ 627,897 $ 3,037,494
Payroll taxes 216,429 47,301 263,730 220,274 54,512 274,786
Fringe benefits 123,403 32,495 155,898 161,756 45,443 207,199
Total salary and related 2,677,781 769,938 3,447,719 2,791,627 727,852 3,519,479
FIELD GRANTS 2,666,045 - 2,666,045 2,985,467 - 2,985,467
OTHER:
Consultants and temporary help 1,489,793 191,017 1,680,810 789,867 204,538 994,405
Program expenses 843,183 6,748 849,931 730,501 5,218 735,719
Travel, staff development, seminars and conferences 362,821 65,656 428,477 243,018 223,250 466,268
Printing and postage 267,261 80,666 347,927 306,922 140,676 447,598
Rent 132,525 176,287 308,812 183,019 149,194 332,213
Meals and lodging 224,837 80,779 305,616 136,761 67,300 204,061
Insurance 150,002 15,549 165,551 171,014 25,295 196,309
Depreciation 41,780 62,670 104,450 56,616 56,616 113,232
Telephone 38,195 44,492 82,687 42,411 34,649 77,060
Bank fees and merchant fees 70,307 12,331 82,638 71,602 9,748 81,350
Program equipment grants 53,378 - 53,378 145,644 - 145,644
Legal and accounting 21,938 28,684 50,622 67,773 45,394 113,167
Facilities 16,045 24,072 40,117 37,467 34,852 72,319
Advertising 37,829 306 38,135 21,075 - 21,075
Building repairs and maintenance 22,363 8,582 30,945 42,127 2,158 44,285
Miscellaneous - 24,914 24,914 84,454 26,749 111,203
Information technology 9,387 12,340 21,727 18,527 9,395 27,922
Dues and subscriptions 4,634 5,755 10,389 1,044 3,123 4,167
Freight 2,538 593 3,131 10,349 5,872 16,221
Interest 977 1,465 2,442 - - -
Total other 3,789,793 842,906 4,632,699 3,160,191 1,044,027 4,204,218
Total expenses $ 9,133,619 $ 1,612,844 $ 10,746,463 $ 8,937,285 $ 1,771,879 $ 10,709,164

The accompanying notes are an integral part of these statements.
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EARTHWATCH INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2009

OPERATIONS, NONPROFIT STATUS AND SIGNIFICANT ACCOUNTING POLICIES

OPERATIONS AND NONPROFIT STATUS

Earthwatch Institute, Inc. (Earthwatch) is dedicated to building a healthy, sustainable planet for
our families and our future. Earthwatch grants monetary and volunteer support to scientific field
research and multi-cultural awareness efforts in our most threatened human and wildlife
communities each year. Findings are used to teach local residents how to improve their lives and
livelihoods through sustainable business and development, inform state and local policy makers
and educate our international volunteer force on their impact and responsibilities as global
citizens. Innovative educational programs for teachers and students improve scientific literacy
and environmental awareness in our next generation of leaders, while strategic academic,
corporate and government partnerships engage all sectors in long-lasting protection of our natural
and cultural resources.

Earthwatch is exempt from Federal income taxes as an organization (not a private foundation)
formed for charitable purposes under Section 501(c)(3) of the Internal Revenue Code (IRC).
Earthwatch is also exempt from state income taxes. Donors may deduct contributions made to
Earthwatch within Internal Revenue Code requirements.

SIGNIFICANT ACCOUNTING POLICIES

Earthwatch prepares its financial statements in accordance with generally accepted accounting
standards and principles established by the Financial Accounting Standards Board (FASB).
References to U.S. GAAP in these footnotes are to the FASB Accounting Standards Codification.

Revenue Recognition

Earthwatch recognizes contributions from domestic and overseas research volunteers at the end of
the month in which the volunteers participate in the research expeditions. Membership fees are
recognized when received. Gifts of cash and other assets are recognized as temporarily restricted
support if they are received or unconditionally pledged with donor stipulations that limit the use
of the donated assets. When a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported on the statements of activities as net assets released from restrictions.

Grants are recognized over the period covered by the grant as services are provided and costs are
incurred. Unrestricted contributions are recognized when unconditionally pledged in writing or
received. Donor restricted endowment contributions are recorded as permanently restricted
revenue and net assets if they are received and committed with donor stipulations that the net
assets be held in perpetuity. All other revenue is recognized as earned.

Net Assets

Earthwatch's net assets include the following:

e  Unrestricted -

Operating represents the portion of net assets that is available for operations and does not
have any donor imposed restrictions.

Property and equipment and intangibles represent the net book value of Earthwatch’s
property and equipment and intangible assets.
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