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Thomas W. Revelle, CPA
1043 Makawao Avenue, Suite 201
Makawao, Maui, Hawaii 96768

Tel: 808/572-6454
Fax: 808/572-1788
Email: thomas@maui.net

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Whale Trust

[ have audited the accompanying statement of financial position of Whale Trust (a
nonprofit organization) as of June 30, 2010 and the related statements of activities, and
cash flows for the year then ended. These financial statements are the responsibility of
the Organization's management. My responsibility is to express an opinion on these
tinancial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I 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 the management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the statements referred to above, present fairly, in all material respects, the
financial position of Whale Trust as of June 30, 2010, and the changes in its net assets
and 1ts cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

T

Makawao, Hawaii
October 29, 2010



WHALE TRUST

Statement of Financial Position
June 30, 2010

ASSETS
Current Assets: |
Cash $ 213,714
Investments 26,368
Prepaid expenses 2,646
Deposits 1,030
Inventory 69,902
Total Current Assets: 313,660
Property and Equipment:
Equipment 98,389
Less: Accumulated Depreciation (37,536)
Total Property and Equipment: 60,853
TOTAL ASSETS: ' $ 374,513

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts Payable $ -

Accrued Payroll & Payroll Taxes 566

General Excise tax payable 0906
Total Current Liabilities: 1,562
Net Assets:

Unrestricted 187,733

Unrestricted - Board Designated 08,684

Temporarily restricted by donors 86,534
Total Net Assets: 372,951
TOTAL LIABILITIES AND NET ASSETS: $ 374,513

See accompanying notes and accountants' report.



WHALE TRUST

Statement of Activities and Changes in Net Assets

SUPPORT AND REVENUE

Contributions
Foundation grants
Other Contributions

Fundraising

Sales of Books

Investment income

Unrealized gain (loss)

For Year Ended, June 30, 2010

Unrestricted

Net Assets released from restrictions

TOTAL SUPPORT AND REVENUE:

EXPENSES

Program Services
Research grants
Research costs

Other Program Expenses

Education expenses

Management and General

Fundraising
Cost of Books Sold

TOTAL EXPENSES:

INCREASE (DECREASE) IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

23,991
32,561
23,507
23,118
2,173
4,946
2,362

112,258

25,392
48,642

4,510

2,914
67,575
13,810
16,443

179,286
(67,028)
353 445

286,417

Temporarily
Restricted

> 40,000 %

(2,362)

37,638

37,638
48,896

b 86,534 $

See accompanying notes and accountants' report.

Total

63,591
32,561
23,507
23,118
2,173
4,946

149,896

25,392
48,642

4,510

2,914
67,575
13,810
16,443

179,286
(29,390)
402,341

372,951



WHALE TRUST
Statement of Functional Expenses
For Year Ended, June 30, 2010

Management
Program and General Fundraising Total

Research costs $ 19,642 $ 19,642
Research management fees 29,000 29,000
Research grant expenses 25,392 25,392
WhaleQuest beneficiaries -

Education expenses 2,914 2,914
Bank charges 1,359 1,359
Computer expenses -

Cost of Books Sold 16,443 16,443
Employee Benefits 1,578 1,578
Fundraising Events 12,428 12,428
Insurance 742 1,730 2,472
Legal and professionai 5,672 5,672
Meals and entertainment 88 88
Newsletter expenses 1,382 1,382
Office expense 828 828
Other expenses (251) (251)
Outside services 8,144 8,144
Printing and reproduction 223 223
Postage and delivery 1,248 1,248
Rent & occupancy expense 3,768 8,792 12,560
Salaries, wages and payroll taxes 33,856 33,856
Telephone 1,827 1,827
Travel 852 852
Loss on sale of asset -

Depreciation 1,629 1,629
TOTAL EXPENSES: $ 97901 % 67,575 I 13,810 $ 179,286

See accompanying notes and accountants’' report.



WHALE TRUST

Statement of Cash Flows
For Year Ended, June 30, 2010

OPERATING ACTIVITIES
Increase (decrease) in net assets $ (29,390)
Adjustments to reconcile Net Income
to net cash provided by operations:

Prepaid expenses (175)
Book production costs & inventory 14,250
Investments (2,053)
Liabilities (2,145)
Net cash provided by (used by) Operating Activites ~ (19,513)
INVESTING ACTIVITIES
Unrealized (Gain) Loss (4,946)
Accumulated Depreciation 8,396
Net cash provided by/(to) Investing Activities ' 3,450
Net cash increase (decrease) for period (16,063)
Cash at beginning of period 229,777
Cash at end of period d 213,714

See accompanying notes and accountants' report.



Whale Trust
Notes to Financial Statements
June 30, 2010

NOTE A — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING
POLICIES

Nature of Activities

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

Since its inception, Whale Trust has been a fundamental supporter of three main
research projects focusing on the social behavior of a breeding population of
humpback whales that spend each winter in the Hawaiian Islands. The first
research project focuses on describing the social function of humpback whale
song, and how It relates to the behavioral interactions between individuals on the
breeding grounds. The second research project focuses on the role of the
female humpback whale and describing the nature of male-female interactions
during the breeding season. The third research project focuses on photographic
and video illustration of natural behavior patterns occurring within social groups
on the Hawaiian Islands breeding grounds.

Basis of Accounting

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

Financial Statement Presentation

Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Statement of Financial Accounting Standards
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under
SFAS No. 117, 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. As of June 30, 2008, the Organization had no permanently
restricted net assets.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions



that affect certain reported amounts and disclosures. Accordingly, 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”. As of June 30
2010, cash and cash equivalents consisted of the following:

)

Bank of Hawaii — checking $ 31,212
UBS 182,502
$213,714

Property and Equipment

Property and equipment are stated at cost or, if donated, at the approximate fair
value at the date of donation. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets as follows:

Vessels 18 years
Machinery and equipment 10-12 years

Revenue Recognition

All contributions are considered to be available for unrestricted use unless
specifically restricted by the donor. Amounts received that are designated for
future periods or restricted by the donor for specific purposes are reported as
temporarily restricted or permanently restricted support that increases those net
asset classes. Contributions received with donor-imposed restrictions that are
met in the same year in which the contributions are received are classified as
unrestricted contributions.

Income Taxes

The Organization is exempt from Federal and State income taxes under Section
501(c)(3) of the Internal Revenue Code and therefore, no provision for Federal
and State income taxes have been made in the accompanying financial
statements.

Investments

Under SFAS No. 124, Accounting for Certain Investments Held by Not-for-Profit
Organizations, investments in marketable securities with readily determinable fair
values and all investments in debt securities are reported at their fair values in
the statement of financial position. Unrealized gains and losses are included in
the change in net assets.



Expense Allocation

Expenses are charged directly to program or management in general categories
based on specific identification. The cost of providing various programs and
other activities has been summarized on a functional basis in the Statement of
Activities and in the Statement of Functional Expenses. Accordingly, certain
costs have been allocated among the program, supporting services and
fundraising activities.

NOTE B — BOARD DESIGNATED NET ASSETS

The Board of Directors has resolved to designate a ten percent (10%) portion of
unrestricted cash contributions received by the Organization as a reserve for
future administrative, research, or educational projects. For the year ended,
June 30, 2010, additions to the reserve amount to $7,045.

NOTE C — TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purposes:

Allen and Ann Jones, donor — for general and
Administrative expenses, and website development

For fiscal years ending after June 30, 2010 $16,534

Princeton Community Foundation/Allen and Ann

Jones, donor — for vessel purchase 30,000
Switzer grant for Executive Director position 40,000
Temporarily restricted net assets 586,534

NOTE D - CLASSIFICATION OF RESEARCH

Research expenditures are presented on the statement of activities and changes
In net assets as either research costs or research grants.

Research costs represent in-house research performed by the Organization.
The following is a summary of these costs as of June 30, 2010:



Female Mating Strategies $ 10,138
Behavior Photo Catalogue 9,504
Research Management Fees 29,000

$ 48,642

Research grants represent outside research payments for whale projects. The
following is a summary of these payments as of June 30, 2010:

Whale Song Project $ 25,392

NOTE E — RELATED PARTY TRANSACTIONS

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

Jim Darling, co-founder and advisory board member, and sole shareholder of
Tonquin Research, Inc. was the grant recipient of Whale Trust funds for the
Whale Song project. The research grants for the year ended, June 30, 2010

amount to $25,392.

Charles Flip Nicklin, co-founder and advisory board member is a marine
photographer. The Organization rents Nicklin’s Lahaina home for the use of
volunteers during whale season (December — April) for $4,200.

NOTE F — CONCENTRATION OF RISK

The Organization maintains its cash and cash equivalent balances in a money
market fund held at UBS as well as Bank of Hawaii, both insured by the FDIC. At
times those funds exceeded federally insured limits. The Organization believes it
IS not exposed to any significant risk on cash and cash equivalents.

NOTE G - LEASE COMMITMENTS

The Organization leases office space at 3620 Baldwin Avenue in Makawao,
Maui, Hawaii under a noncancelable operating lease. The lease expires on
December 31, 2010. At June 30, 2010, future minimum monthly rental payments
under the lease amounted to $4,710.
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