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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
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Makawao, Hawaii 96768

We have audited the accompanying statement of financial position of Whale Trust (a Hawaii nonprofit
corporation) as of June 30, 2012, and the related statements of activities and changes in net assets,
functional expenses, and cash flows for the year then ended. These financial statements are the
responsibility of Whale Trust’s management. Our responsibility is to express an opinion on these
financial statements based on our audit. The prior year summarized comparative information has been
derived from the organization’s 2011 financial statements and, in our report dated September 16, 2011;
we expressed an unqualified opinion on those financial statements.

We conducted our audit 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 audit provides 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 Whale Trust as of June 30, 2012, and the related statements of activities and changes
in net assets, functional expenses, and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
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WHALE TRUST

Statement of Financial Position
As of June 30, 2012

(With Comparative Totals for the Year Ended June 30, 2011)

ASSETS
2012 2011
CURRENT ASSETS
Cash and Cash Equivalents $ 196,193 170,382
Accounts Receivable - 19,326
Investments (Note 8) 31,426 29,399
Inventory 63,443 66,841
Prepaid Expenses 2,647 2,647
Deposits 1,030 1,030
Total Current Assets 294,739 289,625
PROPERTY AND EQUIPMENT (Note 2)
Machinery & Equipment 112,010 77,408
Less Accumulated Depreciation (49,115) (39,824)
Net Fixed Assets 62,895 37,584
TOTAL ASSETS $ 357,634 327,209
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable 1,592 1,016
Accrued Payroll & Payroll Taxes 1,669 2,121
General Excise Tax Payable - 1,377
Total Current Liabilities 3,261 4,514
NET ASSETS (Note 4)
Unrestricted Net Assets 158,915 163,395
Unrestricted - Board Designated Net Assets 90,915 98,684
Temporarily Restricted Net Assets 104,543 60,616
Total Net Assets 354,373 322,695
TOTAL LIABILITIES AND NET ASSETS $ 357,634 327,209

The accompanying notes report are an integral part of these financial statements.
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Statement of Activities & Changes in Net Assets

WHALE TRUST

For the Year Ended June 30, 2012

(With Comparative Totals for the Year Ended June 30, 2011)

PUBLIC SUPPORT AND REVENUE

Contributions
Foundation Grants
Other Contributions

Fundraising Income

Sales of Books

Investment Income

Unrealized Gain

Other Revenue

In-kind Revenue

Net Assets Released

Total Public Support and Revenue

EXPENSES

Salaries, Wages & Payroll Taxes

Research Grant Expenses

Education Expenses

Research costs

Fundraising Events

Rent & Occupancy Expense (Note 5)

Depreciation

Outside Services

Donations to Others

Legal and Professional

Cost of Books Sold

Insurance

Office Expenses

Employee Benefits

Telephone

Other Expenses

Postage and delivery

Bank Charges

Meals and entertainment

Travel

Strategic Plan Cost

In-Kind Expense

Switzer Grant Expense

Newsletter Expenses
Total Expenses

Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily 2012
Unrestricted Restricted Total 2011
$ 101,366  $ 21,094 $ 122,460  $ 54,286
46,450 86,700 133,150 92,538
17,262 17,262 20,131
16,732 16,732 23,218
2,329 2,329 2,337
2,027 2,027 3,031
600 600 -
- - 1,500
63,867 (63,867) - -
250,633 43,927 294,560 197,041
82,767 82,767 74,733
43,220 43,220 29,856
35,207 35,207 25,027
22,408 22,408 15,727
10,500 10,500 13,040
9,571 9,571 9,621
9,291 9,291 7,067
8,742 8,742 1,698
8,205 8,205 7,865
6,745 6,745 5,953
5,668 5,668 26,440
4,071 4,071 3,090
3,663 3,063 674
3,105 3,105 3,671
2,623 2,623 2,299
2,397 2,397 4,893
2,065 2,065 882
1,469 1,469 1,491
1,165 1,165 277
- - 1,636
- - 7,347
- - 1,500
- - 1,498
- - 1,012
262,882 = 262,882 247,297
(12,249) 43,927 31,678 (50,256)
262,079 60,616 322,695 372,951
$ 249830 $ 104,543  $ 354373 $§ 322,695

The accompanying notes are an integral part of these financial statements.
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WHALE TRUST

Statement of Functional Expenses
For the Year Ended June 30, 2012
(With Comparative Totals for the Year Ended June 30, 2011)

2012
Program Management  Fundraising Total 2011
EXPENSES

Salaries, Wages & Payroll Taxes $ 37,245 $ 37,245  $ 8277 $ 82,767 $ 74,733
Research Grant Expenses 43,220 43,220 29,856
Education Expenses 34,503 704 35,207 25,027
Research costs 22,408 22,408 15,727
Fundraising Events 2,100 8,400 10,500 13,040
Rent & Occupancy Expense (Note 5) 4,307 4,307 957 9,571 9,621
Depreciation 9,291 9,291 7,067
Outside Services 2,797 5,945 8,742 1,698
Donations to Others 8,205 8,205 7,865
Legal and Professional 2,023 4,722 6,745 5,953
Cost of Books Sold 5,668 5,668 26,440
Insurance 1,832 1,832 407 4,071 3,090
Office Expenses 3,663 3,663 674
Employee Benefits 1,397 1,397 311 3,105 3,671
Telephone 2,623 2,623 2,299
Other Expenses 551 1,846 2,397 4,893
Postage and delivery 2,065 2,065 882
Bank Charges 1,469 1,469 1,491
Meals and entertainment 1,165 1,165 277
Travel - 1,636
Strategic Plan Cost - 7,347
In-Kind Expense - 1,500
Switzer Grant Expense - 1,498
Newsletter Expenses - 1,012

Total Expenses $ 176,712 $ 67,114  § 19,056 $ 262,882 $ 247297

The accompanying notes are an integral part of these financial statements.
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WHALE TRUST

Statement of Cash Flows
For the Year Ended June 30, 2012

(With Comparative Totals for the Year Ended June 30, 2011)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash from Operations
Cash Paid to Employees and Vendors

Net Cash (Used) by Operating Activities (Note 6)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Equipment

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net Cash Used by Financing Activities

Net (Decrease) in Cash for the Year
CASH BALANCE, BEGINNING OF YEAR

CASH BALANCE, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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2012 2011

$ 311,558 § 194,010
(251,145) (258,323)
60,413 (40,313)
(34,602) (3,019)
(34,602) (3,019)
25,811 (43,332)
170,382 213,714

$ 196,193 § 170382




WHALE TRUST

Notes to the Financial Statements
June 30, 2012

Note 1. ORGANIZATION

Whale Trust is a Hawaii nonprofit organization established on July 19, 2001 to support and conduct
scientific research, marine education, and conservation programs on marine mammals and their
environment. Whale Trust is a tax-exempt organization under Section 501 (c) (3) of the Internal Revenue
Code.

Whale Trust is committed to raising awareness of whales and their marine environment by sharing the
results of their research in a broad array of scientific and public venues including peer-reviewed scientific
Jjournals, professional conferences, televised and radio documentaries, and popular publications, including
books, periodicals and online education programs. The research projects led by Whale Trust scientists
have resulted in over thirty scientific publications.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting: The Organization uses the accrual method of accounting for financial statement
reporting according to generally accepted accounting principles. Under this method of accounting,
revenue is recognized when earned rather than when received and expenses are recognized when incurred
rather than when paid.

Net Assets: Whale Trust classifies its net assets and its revenue, support and expenses based on the
existence or absence of donor-imposed restrictions. Temporarily restricted net assets result from
contributions whose use is limited by donor stipulations that either expire with the passage of time or can
be fulfilled and removed by actions of the organization pursuant to those stipulations. Permanently
restricted net assets result from contributions whose use is limited by donor stipulations that do not
expire.

Property and Equipment: Property and equipment are stated at cost or at fair value at date of donation or
purchase. Depreciation is provided over the estimated useful lives of the assets using the straight-line
depreciation method. Property and equipment with a cost of $1,000 or more are capitalized.

Income Taxes: For exempt purpose income, Whale Trust, Inc. is exempt from Federal income taxes under
Section 501(c)(3) of the Internal Revenue Code and also from State of Hawaii income taxes under Section
237-23 (b) of the Hawaii Revised Statutes.

The accounting standard on accounting for uncertainty in income taxes addresses the determination of
whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial
statements. Under that guidance, the organization may recognize the tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained on examination by taxing
authorities based on the technical merits of the position. The tax benefits recognized in the financial
statements from such a position are measured based on the largest benefit that has a greater than 50%
likelihood of being realized upon ultimate settlement. There were no unrecognized tax benefits identified
or recorded as liabilities for fiscal year 2012.

The Organization files its forms 990 in the U.S. federal jurisdiction and the office of the state's attorney

general for the State of Hawai‘i. The Organization is generally no longer subject to examination by the
Internal Revenue Service for years before 2009.
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WHALE TRUST

Notes to the Financial Statements
June 30,2012

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenue and expenses
during the reporting periods. Actual results could differ from those estimates.

Cash and Cash Equivalents: The organization considers all highly liquid investments with maturities of
three months or less at the date of acquisition to be cash equivalents.

Investments: Investments in marketable securities are stated at fair value based on quoted market prices
and are classified as available-for-sale in the financial statements. The cost of investments sold is
determined using the specific identification method. Changes in market value are reflected in the
statement of activities.

Inventory: Inventory is stated at the lower of cost or market value. Cost is determined by the first-in,
first-out method. Inventory consists of books and tracking tags totaling $63,443 as of June 30, 2012..

Adbvertising Policies: Management expenses all advertising costs as incurred. Advertising expense totaled
$9,176 for the year ending June 30, 2012.

Note 3. RELATED PARTIES

Board members contribute to the organization. The Chairman of the board is the father of the Executive
Director, co-founder, and researcher.

An advisory board member and co-founder is the grant recipient of the Whale Trust funds for the Whale

Song project. Total contract payments made to this related party during fiscal year 2012 amounted to
$42,300.

Note 4. RESTRICTED NET ASSETS

The Whale Trust has conformed to FASB ASC 958-210-45-9 “Not-for-Profit Entities, Classifications of
Net Assets”. Accordingly, the Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets and permanently restricted net assets.
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Notes to the Financial Statements

WHALE TRUST

June 30, 2012

Note 4. RESTRICTED NET ASSETS (Continued)

There were no permanently restricted net assets as of June 30, 2012, temporarily restricted net assets as of

June 30, 2012 consisted of the following:

New Boat Fund 37,647
Princeton Community Foundation 30,000
Switzer 15,000
Allen & Ann Jones 13,393
Whale Tales 4,353
Bill Scott Memorial Fund 4,150

$ 104,543

The Board of Directors has resolved to designate a ten percent portion of unrestricted cash contributions
received by the Organization as a reserve for future administrative, research, or educational projects.

Note 5. BUILDING LEASES

Whale Trust currently leases office space from LIB Management, Inc. under a 12 month non-cancelable
operating lease. The lease expires on December 31, 2012 and requires monthly lease payments in the
amount of $575. The total future minimum lease payments are $3,444 for the year ending June 30, 2013.

Note 6. RECONCILIATION OF CHANGE IN NET ASSETS WITH NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

2012 2011

Change in Net Assets $ 31,678 $ (50,256)
Adjustments to Reconcile:

Depreciation Expense 9,291 7,067

Unrealized Gain on Investments (2,027) 3,060

Book Value Reduction on Involuntary Conversion of Asset - 19,221

Change in Accounts Receivable 19,326 (19,326)

Change in Inventory 3,398 (3,031)

Change in Accounts Payable 576 1,016
Change in Accrued Liabilities (1,829) 1,936
Net Cash Used by Operating Activities § 60413 § (40,313)

Note 7. SUBSEQUENT EVENTS

In preparing these financial statements, the Organization has evaluated events and transactions for
potential recognition or disclosure through September 17, 2012, the date the financial statements were
available to be issued.
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WHALE TRUST

Notes to the Financial Statements
June 30, 2012

Note 8. FAIR VALUE MEASUREMENTS

Whale Trust has conformed to FASB’s ASC 820-10-50-1 which establishes a fair value hierarchy for
inputs used in measuring fair market value that maximizes the use of observable inputs and minimizes the
use of unobservable inputs by requiring that the most observable inputs be used when available.
Observable inputs are those that market participants would use in pricing the asset or liability based on
the best information available in the circumstances. This fair value hierarchy consists of three broad
levels.

e Level 1 inputs consist of unadjusted quoted prices in active markets such as stock exchanges for
identical assets and have the highest priority.

e Level 2 inputs consist of significant other observable inputs such as quoted prices for similar
assets and liabilities in active markets, and inputs that are observable for the asset and liability,
either directly or indirectly, for substantially the full term of the financial instrument.

e Level 3 inputs consist of significant unobservable inputs and include situations where there is
little, if’ any, market activity for the investment. The inputs require significant judgment or
estimates, such as those associated with discounted cash flow methodologies and appraisals.

Fair values of assets measured on a recurring basis are as follows. The Organization has no other
assets or liabilities measured at fair value on a recurring or non-recurring basis.

Significant Significant Non-

Quoted Prices: Other Inputs: Observable
Assets Total 2012 Level 1 Level 2 Inputs: Level 3
Fixed Income Securities § 31,426 § 31,426  § - $ -
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