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Risis, JONES & MARESscA, PA.

Certified Public Accountants 10500 Little Patuxent Parkway

Suite 770

Columbia, Maryland 21044

(410) 884-0220
(301) 596-5451
Fax: (301) 596-5471

Independent Auditors’ Report

To the Board of Directors of the
Amazon Conservation Association and Affiliate
Washington, D.C.

We have audited the accompanying consolidated statements of financial position of the Amazon
Conservation Association (ACA) and the Asociacion para la Conservation de la Cuenca
Amazonia (ACCA), collectively referred to as the Association, a nonprofit organization, as of
December 31, 2011 and 2010, and the related statements of activities, functional expenses, and
cash flows for the ycars then ended. These consolidated financial statements are the
responsibility of the Association’s management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits. We did not audit the financial
statements of ACCA, an affiliated entity of ACA under common control and management, which
statements reflect total assets of $2,526,624 and $3,349,314 as of December 31, 2011 and 2010,
respectively, and total revenue of $2,136,688 and $3,596,705 and total expenses of $2,276,757
and $2,481,278, for the years ended December 31, 2011 and 2010, respectively. Those
statements were audited by other auditors whose unqualified opinion and report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for ACCA, is based
solely on the report of the other auditors.

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 audits to obtain
reasonable assurance about whether the 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 are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of Amazon Conservation Association and Affiliate'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
financial statements, 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.

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
CoLumBIA, MD LArco, MD WASHINGTON, D.C.
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In our opinion, based on our audits and the reports of the other auditors, the consolidated
financial statements referred to above present fairly, in all material respects, the consolidated
financial position of the Amazon Conservation Association and the Asociacion para la
Conservacion de la Cuenca Amazonica as of December 31, 2011 and 2010, and the consolidated
changes in their net assets and their cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.
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AMAZON CONSERVATION ASSOCIATION AND AFFILIATE

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2011 AND 2010

2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 2,113,426 $ 1,287,555
Accounts receivable 296,666 1,064,953
Grants receivable 782,812 2,221,504
Prepaid expenses 5,384 12,305
Total Current Assets 3,198,288 4,586,317
PROPERTY AND EQUIPMENT
Property and equipment, net 2,051,814 2,082,745
OTHER ASSETS
Grants receivable, net of current portion 214,011 586,704
Security deposits 250 250
Intangible assets 1,481 1,507
Total Other Assets 215,742 588,461
TOTAL ASSETS $ 5,465,844 $ 7,257,523
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 378,407 $ 1,296,351
Accrued expenses 16,825 6,247
Accrued taxes 21,457 125,833
Loan payable 25,000 -
Deferred revenue 255,271 197,441
Total Current Liabilities 696,960 1,625,872
NET ASSETS
Unrestricted net assets 2,489,879 2,011,400
Temporarily restricted net assets 2,279,005 3,620,251
Total Net Assets 4,768,884 5,631,651
TOTAL LIABILITIES AND NET ASSETS $ 5,465,844 $ 7,257,523

See independent auditors' report and accompanying notes to financial statements.
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AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2011

REVENUE AND SUPPORT
Grants
Contributions
Program services
Research facility income
Inkind contributions
Interest and other income
Rental income
Net assets released from restrictions
Total Revenue and Support

EXPENSES
Program services
Conservation
Research
Subtainable livelihoods
Education and training
Total program services

Support services
Fundraising
Management and general

Total support services
Total Expenses

CHANGE IN NET ASSETS FROM OPERATIONS
OTHER CHANGES

Realized foreign currency exchange gain

Unrealized foreign currency exchange gain

Loss on disposal of fixed assets

Total Other Changes

CHANGE IN NET ASSETS
NET ASSETS, beginning of year

NET ASSETS, end of year

See independent auditors' report and accompanying notes to financial statements.
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Temporarily

Unrestricted Restricted Total
$ 149,380 $ 660,293 $ 809,673
345,541 318,107 663,648
227,054 - 227,054
92,871 - 92,871
43,279 43,279
19,545 - 19,545
17,230 - 17,230
2,319,646 (2,319,6406) -
3,214,546 (1,341,246) 1,873,300
1,873,014 - 1,873,014
128,293 - 128,293
488,946 - 488,946
157,451 - 157,451
2,647,704 - 2,647,704
83,369 - 83,369
396,153 - 396,153
479,522 - 479,522
3,127,226 - 3,127,226
87,320 (1,341,246) (1,253,926)
276,571 - 276,571
114,962 - 114,962
(374) - (374)
391,159 - 391,159
478,479 (1,341,246) (862,767)
2,011,400 3,620,251 5,631,651
$ 2,489,879 $ 2,279,005 $ 4,768,884




AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2010

REVENUE AND SUPPORT
Grants
Contributions
Program services
Research facility income
Other income
Rental income
Interest income
Net assets released from restrictions
Total Revenue and Support

EXPENSES
Program services:
Conservation
Research
Sustainable livelihoods
Education and training
Total program services
Support services:
Fundraising
Management and general
Total support services
Total Expenses

CHANGE IN NET ASSETS FROM OPERATIONS
OTHER CHANGES
Realized foreign currency exchange gain
Unrealized foreign currency exchange gain
Total Other Changes
CHANGE IN NET ASSETS

NET ASSETS:
Beginning of year

End of year

See independent auditors' report and accompanying notes to financial statements.
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Temporarily

Unrestricted Restricted Total
$ 40,000 $ 3,173,085 $ 3,213,085
1,597,682 105,914 1,703,596
70,815 - 70,815
113,537 - 113,537
13,581 - 13,581
16,830 - 16,830
576 - 576
2,497,344 (2,497,344) -
4,350,365 781,655 5,132,020
1,601,927 - 1,601,927
434,995 - 434,995
708,009 - 708,009
322,009 - 322,009
3,066,940 - 3,066,940
27,518 - 27,518
699,460 - 699,460
726,978 - 726,978
3,793,918 - 3,793,918
556,447 781,655 1,338,102
139,408 - 139,408
76,210 - 76,210
215,618 - 215,618
772,065 781,655 1,553,720
1,239,335 2,838,596 4,077,931
$ 2,011,400 $ 3,620,251 $5,631,651




|@|

"sjuswRie)s [erouruy o} ssou Suiduedwooos pue podal sioupne Juspuadapur 29§

9zT'LTI'C §  ESI°96€ $  69€°€8 §  POLLYOT § ISELSI $  9r6'88F §  £67°8TI $  PIOELYT $ SASNAJXT TVLOL
$97 - - 59T Tl ty 6T s SNSqIM
6Z1¥rT 0sL'6t ¥eo'l STEE6T S85pE ¥TT'1T 685°11 L¥6°ST1 JUSUWUIBLINUD PUE [ARL],
LST'9L 609°CT 71§89 $00°95 (A3 €L5°01 90Ty £L9°6¢ usy
09€°TIE 85 9 S6I°¢ L19°T8T 6LLET 889°0¢ 120°C€ 671981 5397 [BUOISSJOI]
9966 102 88 LL9°6 615°1 ¥Z0°1 oy P60°L Furddoo pue SunuLd
895°6 2% £y 119°8 S+ 1L0T 001 5619 AI2ATIop pUE 35€)50 ]
e 905°¢ 908 0£0°85 095°1 9.5°8 €+8 1S0°LY SUOIEDIUMUILIOS PUE SUOY ]
90£°0T - €¢I £5I°02 £€1°0T - - - SAIALRS YIBINQ
670 vL $9T'¢ 0S¢ rE8 0L 114°C AN 8L 122°09 juawdinba pue sarqddns 201310
896 CSLY 0L €TH'16 L1§ 65671 1§3% 0ZSLL asuadxa 32130
e ¥6T'1 901 6’9 116 61FF Y4l 183 SNOSUR[[SISIIA
T00°Ek 328 636 0L5°L€ €eef 1SEF 6LL LOT'IE SOOURIFUOD puE STULIIN
€eTT £ ¢ 6v1°T 0z 778 1T 98¢°1 spitad pue sosuooly
T05°L8Y 66SYT - €06°T9¥ 162°C1 LSFT8 LLS'TT 8LSSHE pieme JueiD
668°01 188°C €¢ $86°L €06 TSET €81 L¥LS SBABYD S0URUL]
89¢°1 €Tz (42 €L0°1 76T €LS 8 vZI1 suondirosqns pue san(]
£C6°CHT £9¢°ET 86 [Akarval LTS 6£6°C1 Fr6'T 798°701 uonersardo(
L98°9 06L°1 0ST°L L26°€ 8L 1Lt°1 6€L $E6 J0uRINSUT SSAUISNE
950°CL rE9°0Y - 0¥ 1 95/, 788°¢ - T9LYT Fununoooy
FEO'EPY'l LLOF6T SEP'89 TSIO8Il €LT°8¢ £00°L5T 008°08 918 [puuasiad [e101-qng
LZT°08 £€0°01 85T 99¢°19 159°T [64°C1 §E€TT 681°1§ asuadxa uoisuad sekojdurg
06L°T6T LITPE 2701 6¥1°3%C 1286 6£1°5S 0vs‘e 6%6°9L1 sjyouaq sakofdug
881°¢T 18%°S 6v1Y 85¢°¢1 029°C 106t 999°C [L€°¢ soxe} [joIed
6260F0°T §  9FI'bPI $ eSS ¢ 6¥T°158 $ I8P $  TLYPSI $ 6S£6¢ $  LE6°T8S $ saLiefes
euuosiadg
TVILOL TVHANTD ONISIVHAN A SADIAUAS ONINIVIL  JOOHITAAI'T  HOUVHSAY NOLLVAYASNOD
aNVv WVYS0ud NV ATAVNIVISAS
INAWTOVNVIA TVLOL NOLLVONAdA
SADIAYAS LYOddNS SADIAYAS WVHOOUd
1107 ‘1€ YHdWADAd

SASNAJXT TYNOLLIONAA 40 INAIWALVLS dALVAI'TOSNOD
ALVITIAAY ANV NOLLVIDOSSY NOILVAYASNOD NOZVINV



IFI

“sjuswages [eioueul o) sajou Surfuedwoose pue podas sioupne juspusdapul 29§

816°C6L°C $  09¥'669 $  8ISLT $ 06990t §  600°TTE $  600°80L £ S66'vEP § LT6109] $
vEL $o1 LT s 6L €1 €11 61T
[€6°15€ 0LT'EE 8¢s £21°81¢ 9/6°0C 108°LL SILOF [€9°8L1
WL 1£6°0C 078°¢C 16¥°¢€S viT'L 061°F1 L£9°01 oSt 1T
9$9°TLS 8TLTL 007 8TL°66Y TT6TL LTISLT €68°1 98.L°61T
€871 $89 - 862 - LTk - L€
[S8°F1 969t 1834 F0L°6 8.9 €88 90ty LELE
FECU1S [GL 11 L€T 965°6¢ 0Z9°¢ S AN 175°6 01£6T
0rT'T - 0ss 069°T 069°1 - - -
098°121 $5T°6 16¥ FII°CII 658 6£T°L 0vE9g 960°F9
[S1°6¢ 611°11 - 0% Y 200°11 800°11 800°11 800°11
020°L6 Lr0°Te 18%°1 T6t°CL 996°01 0STLT 198°91 SC8°8T
9¢6'TEe TLE91 6% €L9°61¢ 806°61 SE6°9F §S1°TE §29°91¢
€Tl $0T°1 - 61 - - - 61
996 685 058 890°C 8¥0°L8S 096°9¢ 8076 coTiee LLSVEY
£6Z°ST £6T°ST - - - - - -
€871 LOY - 918 - - (43 18
§TT68 S60°CT 877 706’19 096°L 959°¢ 619%1 L99°ET
ZI8°11 1811 - - - - - -
¥ET9¢ $€2°9¢ - - - - - -
6PS°LE 6¥SLE - - - - - -
$60°90¢°T 8F0°0FE SE6°L1 T11°8%6 686°171 676°6€T (S A4 TOL'THE
£1€°69 £84°81 L9 §58°6F ¥LV9 £6L°TT 0011 8vT'61
90£°9¢T 09%°69 £99°7 €81°681 6£6°€T £80°LY $86°TY 9L1TL
T€8°¢1 8hL'c 6L0°1 500°6 762°1 I#$°T [€E'1 [+8°¢
Pr9996  § LSO'SHT $ 8IS $  690°F0L $  ¥8T06 §  TUSLLT $  9LLL91 $ LEF'89T $

T¥Y1OL TYHANAD ONISIVHANNA SADIAYAS ONINIVIL AOOHITIAIT HDAVISAY NOILLVAYASNOD

aNv WYUDOUL ANV ATIVNIVLSNS
INTFWADVNVIA TV.LOL NOLLVOad
SADIAYAS TI0ddNS SHIAYAS NVIO0dd
0107 ‘T€ YAINADAA

SASNAIXA TYNOLLONNA 40 INHWHLV.LS I LVAITOSNOD
HLYTTAAY ANV NOLLVIDOSSY NOLLVAYASNOD NOZVINY

SASNIIXH TVLOL

2)ISQIM

JUSLUUTE)I2IUS PUB [SARBLE,

ey
$23] [eUOISSaJOld

Surddoo pue SunuLg
AI2AN9D pue a8eisod
SUOTIROTUNUILLIOD PUE dUOYJ

SIALAS Yarannd)

wuatudinba pue sayddns 901110

asuadxa PO
SNOUR|[IDSIA]

S32UBISJUOD pUB STUNISA
situiad pue SasuadI

PIEME JUEBIN
so81eyd 2oueUl]

mGOEQCOmLBw pue seng

uonerdardagg
90UBINSU] SSAUISNY
1q9p pey
Sununoooy
puuossad [e101-gng

asuadxa yoisuad 1aLojdwyg
sufauaq askopdury

soxe} [[01Aeg
soueleg
[PUU0SIa ]



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization expense
Loss on disposal of fixed assets
Changes in operating assets and liabilities:
Decrease (increase) in assets:
Accounts receivable
Grants receivable
Prepaid expense
Intangible asset
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Accrued taxes
deferred revenue
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term loan

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - beginning of year

CASH AND CASH EQUIVALENTS - end of year

See independent auditors' report and accompanying notes to financial statements.
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2011 2010
$ (862,767)  $ 1,553,720
145,953 85,225

374 _

768,287 98,812
1,811,385 129,890
6,921 7,348

26 438
(917,944) (400,046)
10,578 (4,393)
(104,376) 9,245
57,830 (269,135)
916,267 1,211,104
(115396)  (1,271,843)
25,000 -
825,871 (60,739)
1,287,555 1,348,294

$ 2,113,426  $ 1,287,555




AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010

NOTE A - NATURE OF ORGANIZATION

The Amazon Conservation Association (ACA) was incorporated as a non-profit organization on
December 27, 1999, in the District of Columbia. Its mission is to conserve the biological
diversity of the Amazon Basin. In pursuit of this goal, ACA fosters the sustainable use of natural
resources, healthy local communities, ecological understanding, and habitat protection. The
mission is accomplished through the implementation of field-based scientific and socio-
economic programs that integrate research with natural resource management, conservation,
training, education, and policy development. These activities are funded primarily through
contributions and grants from foundations and individuals. ACA also operates an office in
Bolivia, enabling it to have a dedicated direct presence in that country.

The Asociacién para la Conservacion de la Cuenca Amazonica (ACCA) is a non-profit
organization incorporated under the laws of Peru, also founded in December 1999. ACCA works
with ACA toward the achievement of ACA’s organizational goals and objectives in Peru. ACA’s
president and vice president serve on ACCA’s board of directors, and another ACCA board
member is a non-officer ACA board member. ACCA’s programs are largely funded through
contributions received from ACA, plus several grants it has obtained directly.

Program Services

Conservation ~ ACA protects vital ecosystems by creating and managing alternative
conservation areas (such as community or civil society-managed conservation concessions),
promoting ecosystem-based land-use planning, and developing and supporting the creation of
conservation corridors. ACA currently protects over 1.5 million acres of Amazonian rainforest
through these mechanisms.

In 2001, ACA established Los Amigos, the world’s first private conservation concession, which
protects 360,000 acres of old-growth Amazonian forest at the base of the Andes in southeastern
Peru. In 2008, ACA, in collaboration with the Amazonian Haramba Queros native community,
established the first conservation concession in Peru run by an indigenous community.

Research — ACA believes the world’s most diverse forests should also be its best-studied
forests. Since 2004, ACA’s Los Amigos Biological Station, commonly known as CICRA, has
been one of the most active research stations in the Amazon Basin, hosting an average of 27
researchers and assistants per day. In 2005, ACA also created the Waygecha Cloud Forest
Research Center, Peru’s only permanent biological station focused on Andean cloud forest
ecology and management. Since 2003, ACA has granted more than 150 scholarships to support
scientific research in Peru. In the Pampas del Heath ecosystem in northern Bolivia, ACA
monitors flora and fauna, studies fire ecology and traditional indigenous management, and works
to ensure the long-term survival of savannas in and around Madidi National Park. In 2010, ACA
created the Hacienda Villa Carmen Research Station focused on tropical sustainable research and
extension programs for surrounding communities,

9.



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE A - NATURE OF ORGANIZATION - continued

Program Services - continued

Sustainable Livelihoods — ACA works to support communities’ abilities to earn a living while
protecting their natural resources. For example, since 1997, ACA’s Brazil nut program has
supported approximately 500 Brazil nut harvesters in gaining sustainable livelihoods while
protecting over 1.5 million acres of rainforest through technical support, training, and
certification. ACA also supports conservation-appropriate reforestation and agroforestry,
microenterprise, carbon projects, and community-based ecotourism. ACA is working to mitigate
the impacts of infrastructure development in the southwest Amazon through the creation of the
Manu-Tambopata Conservation Corridor, composed of a mosaic of conservation areas and
sustainable use zones in the Madre de Dios region of Peru.

Education and Training — ACA aims to build the technical capacity of local citizens for
conservation and sustainable management of natural resources, to strengthen the regional
capacity for environmental governance, and to ensure that the scientific results generated in its
research stations reach decision-makers and the public. ACA’s field stations, CICRA,
Wayqgecha, and Villa Carmen, have become centers for educational trips by local school children
as well as leading training sites for local and international university groups. Additionally, ACA
has trained teachers and over 300 students in 13 schools within the Manu-Tambopata
Conservation Corridor. ACA’s focus on training reflects its conviction that saving the greatest
forests on earth requires supercharging a new generation of South American scientists and
conservationists.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The consolidated financial statements include the accounts of ACA and ACCA (collectively
referred to as the "Association"). Because they are under common control, these organizations
have been consolidated as required under accounting principles generally accepted in the United
States of America. All material inter-company accounts and transactions have been eliminated in
the process of consolidation.

Basis of Accounting

The Association prepares its financial statements on the accrual basis of accounting. Revenue is
recognized when earned and expenses are recorded when the related obligations are incurred.

-10-



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Cash and Cash Equivalents

The Association considers demand deposits, money market funds and investments purchased
with an original maturity of three months or less to be cash and cash equivalents.

Foreign Currency Transactions

The Association records transactions of ACCA denominated in a foreign currency at the United
States dollar equivalent as of the date of the transaction. Assets and liabilities of ACCA
denominated in a foreign currency are revalued by the Association in United States dollars at the
cutrent exchange rate as of the consolidated statement of financial position date. Any resulting
foreign currency gain or loss is recorded in the accompanying consolidated statement of
activities as net unrealized foreign currency exchange gain or loss, as applicable. Realized and
unrealized foreign currency exchange gain is considered non-operating and is presented
separately in the statements of activities.

Financial Statement Presentation

Net assets, revenue, gains and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, the net assets of the Association and changes therein, are
classified and reported as followed:

Unrestricted Net Assets - Net assets not subject to donor-imposed restrictions.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed restrictions that
may or will be met by either actions of the Association and/or the passage of time, When
a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets and are reported in the statement of activities as net assets released from
restrictions.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that

they be maintained permanently by the Association. As of December 31, 2011, and 2010,
the Association had no permanently restricted net assets.

-11-



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Property and Egquipment

Property and equipment with a useful life greater than one year and are valued in excess of
$1,000 are capitalized and recorded at cost, if purchased, and estimated fair value, if donated.
Leasehold improvements are capitalized at cost and amortized over the lesser of the remaining
life of the lease or the life of the asset. Depreciation is recorded using the straight-line method
over the estimated useful lives of the assets as follows:

Computer software 3 years
Furniture and equipment 5-7 years
Vehicle 5 years
Building/leasehold improvements 1539 vyears

Grants and Contributions

Grants and unconditional contributions are recorded when awarded or pledged and classified as
unrestricted, temporarily restricted or permanently restricted support depending on the existence
and/or nature of any donor restrictions. Temporarily restricted grants and contributions whose
restrictions are fulfilled in the same period are recorded as unrestricted support in the statements
of activities. Contributions to be received after one year are discounted using risk-free interest
rates (2.5%) and used in accordance with donor-imposed restrictions, if any, on the
contributions. Allowance is made for uncollectible contributions based upon management's
judgment, past collection experience and other relevant factors. Management believes all
promises to give are fully collectible and no provision for doubtful promises to give is necessary.

In-kind Contributions

The Association recognizes in-kind contributions that create or enhance non-financial assets or
that require specialized skills, are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donation. In-kind contributions are recorded at
fair value. For the years ended December 31, 2011 and 2010, in-kind contributions totaled
$43,279 and $0, respectively.

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 period. Actual results could differ from these estimates.

-12-



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the statement of activities. Accordingly, certain costs have been allocated
among programs and supporting services benefited. General and administrative expenses include
those expenses that are not directly identifiable with any other specific function but provide for
the over-all support and management of the Association.

NOTE C - INCOME TAXES

ACA is exempt from Federal income tax under Section 501(c)(3) of the Internal Revenue Code.
ACA 1s, however, subject to tax on business income unrelated to their exempt purpose. No
provision for income taxes is reflected in the accompanying financial statements for the years
ended December 31, 2011 and 2010 since ACA had no taxable income from unrelated business
activities.

ACCA 1s subject to income tax laws in Peru. In 2006, ACCA’s management became aware that
ACCA was not covered by certain benefits established by the tax laws of Peru, and that the
research facility revenue earned in Peru is subject to general sales tax. Until that date, ACCA had
not considered this income as subject to tax, and therefore, sales tax was not paid on such
revenue earned for the years 2001 through August 2008. The Association recorded an accrued
liability for the estimated tax plus potential interest and penalties that may be assessed totaling
approximately $78,955 and $125,833 as of December 31, 2011 and 2010, respectively. The
Peruvian taxing authority has the power to review and, as applicable, make a new determination
of the taxes as filed by the Association within four years after the tax returns have been filed.

The tax returns for the 2001 through 2008 period are pending review by the tax authority. It is
possible that the estimated tax liability will change and the effect of that change could be
material pending the outcome of the review. Management believes that matters arising from the
possible tax authority’s review will not have a material effect on the consolidated financial
position of the Association.

The Association believes that it has appropriate support for any tax positions taken, and as such,
does not have any uncertain tax positions that are material to the financial statements.

The Association's income tax returns are subject to examination by the Internal Revenue Service
(“IRS”) for a period of three years from the date they were filed, except under certain
circumstances. The Association's Form 990 tax returns for the years 2008 through 2010 are open
for a tax examination by the IRS, although no request has been made as of the date of these
financial statements.

-13-



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31,2011 AND 2010

(continued)

NOTE D - GRANTS RECEIVABLE

The following schedule summarizes the grants receivable as of December 31, 2011 and 2010:

Expected payments from long-term grants receivable:
Greater than one year
Less unamortized discount (2.25%)
Total long-term grants receivable
Less than one year

011

$ 218,937

(4.926)

214,011
782,812

996,823

201

$ 601,748
(15.044)
586,704

2.221.504

$ 2,808,208

The Association believes that all amounts will be received when due. Therefore, no allowance

for doubtful accounts was established as of December 31, 2011 and 2010.

NOTE E - PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of December 31, 2011 and 2010:

Land
Buildings and leasehold improvements
Furniture and equipment

Construction in progress
Vehicles

Less: accumulated depreciation and amortization
Property and equipment, net

2011

$ 772,564

1,273,411
528,287
56,295
116,742
2,747,299

(695.485)
$ 2,051,814

2010

§ 736,553
1,214,054
529,574
48,833
102,890
2,631,904

(549.158)

$ 2,082,746

Depreciation expense totaled $145,953 and $85,225 for the years ended December 31, 2011 and
2010, respectively. In addition, the Association incurred a loss on the disposal of fixed assets

totaling $374 for the year ended December 31, 2011.

NOTE F - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets were designated by donors for the following purposes as of

December 31, 2011 and 2010;

Conservation
Sustainable livelihoods
Education and training
Organizational strengthening
Research
Time restrictions

Total

-14-

2011

$ 977,655
525,817
324,468
29,923
401,142
20,000

$ 2,279,005

2010

$ 3,462,727
22,224
5,300
100,000

30,000
3,620,251



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE G - OPERATING LEASES

The Association leases facilities in the United States, Bolivia and Peru with varying lease terms.
Rent expense for the years ended December 31, 2011 and 2010 totaled $76,157 and $77,242,
respectively. The future minimum payments of operating leases under non-cancelable lease
agreements exceeding one year are as follows:

December 31, 2012 $ 74,985
2013 77.021
Total $ 152.006

NOTE H - SHORT-TERM LOAN

On November 23, 2011, the Association received a $25,000 loan from the International
Conservation Fund of Canada to cover the costs incurred in protecting and administering the Los
Amigos Conservation Concession in Peru. The loan is non-interest bearing and is payable upon
demand.

NOTE I - CONCENTRATION OF RISK

The Association's cash is comprised of amounts in accounts at various financial institutions both
in the United States, Peru and Bolivia. Although the amount at a United States bank may exceed
the amount guaranteed by the Federal Deposit Insurance Corporation (FDIC) at times, the
Association has not experienced nor does it anticipate any loss of funds. As of December 31,
2011 and 2010, the amount in excess of the United States FDIC limit was $1,525,413 and
§719,196. respectively.

As of December 31, 2011 and 2010, the Association maintained a total of $29,986 and $390,907
in foreign financial institutions, respectively, which is not insured and is subject to foreign
currency fluctuations and potential bank failure. The Association periodically assesses the
financial condition of the institutions and believes that the risk of any loss is minimal.

NOTE J - RELATED PARTY TRANSACTIONS
The Association's president is also the president of Friends of the Osa who leases office space
from the Association. The president also leases office space from the Association. Both leases

are on a month-to-month basis. For the years ended December 31, 2011 and 2010, rental income
totaled $17,230 and $16,830, respectively,
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AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2011 AND 2010
(continued)

NOTE K - RETIREMENT PLAN

The Association has a 403(b) Savings Plan covering employees. The Association matches dollar
for dollar of up to five percent of deferred compensation on behalf of each participant subject to
the limitations established by the Internal Revenue Code. The Association's matching
contributions for the years ended December 31, 2011 and 2010 totaled $14,665 and $8,654,
respectively.

NOTE L - SUBSEQUENT EVENTS

In preparing these financial statements, the Association's management has evaluated events and
transactions for potential recognition or disclosure through July 2, 2012, the date the financial
statements were available to be issued. There were no additional events or transactions that were
discovered during the evaluation that required further disclosure.
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Risis, JoNES & MARESCA, PA.

Certified Public Accountants 10500 Little Patuxent Parkway

Suite 770

Columbia, Maryland 21044
(410) 884-0220

(301) 596-5451

Fax: (301) 596-5471

Independent Auditors® Report
on Additional Information

To the Board of Directors of the
Amazon Conservation Association and Affiliate
Washington, D.C.

We have audited the accompanying consolidated statements of financial position of the Amazon
Conservation Association (ACA) and the Asociacion para la Conservation de la Cuenca
Amazonia (ACCA), collectively referred to as the Association, a nonprofit organization, as of
December 31, 2011 and 2010, and our report thereon dated July 2, 2012, which contained an
unqualified opinion on the financial statements as a whole. The consolidating schedules of
financial position and statements of activities on pages 18 through 21 are presented for the
purposes of additional analysis and are not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole.

e & Maea.

July 2, 2012
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MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
CoLumsia, MD LArRGo, MD WasHINGTON, D.C.



AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Due from/to affiliate
Grants receivable
Prepaid expenses and taxes
Total Current Assets

PROPERTY AND EQUIPMENT
Property, plant and equipment, net

OTHER ASSETS
Grants receivable, net of current porti
Security deposit
Intangible asset
Total Other Assets

TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Due to/from affiliate
Accrued taxes
Deferred revenue
Loan payable

Total Current Liabilities

NET ASSETS
Unrestricted net assets
Temporarily restricted net assets
Total Net Assets

TOTAL LIABILITIES AND
NET ASSETS

DECEMBER 31, 2011
ACA ACA

DC Bolivia Total Consolidated

Office Office ACA ACCA Total
$ 1,780,556 % 31,173 % 1,811,729 § 301,697 § 2,113426
10,271 375 10,646 286,020 296,666
139,152 (33,236) 105,916 (105,916) -
782,812 - 782,812 - 782,812
5,384 - 5,384 - 5,384
2,718,175 (1,688) 2,716,487 481,801 3,198,288
1,294 5,697 6,991 2,044,823 2,051,814
214,011 - 214,011 - 214,011
250 - 250 - 250
- 1,481 1,481 - 1,481
214,261 1,481 215,742 - 215,742
$§ 2,933,730 % 5490 $ 2939220 $2,526,624 $ 5,465,844
$ 136,599 § 29629 $§ 166228 § 212,179 §$ 378,407
9,799 - 9,799 7,026 16,825
55,334 (33,236) 22,098 (22,098) -
- - - 21,457 21,457
50,000 - 50,000 205,271 255,271
25,000 - 25,000 - 25,000
276,732 (3,607) 273,125 423,835 696,960
377,993 9,097 387,090 2,102,789 2,489,879
2,279,005 - 2,279,005 - 2,279,005
2,656,998 9,097 2,666,095 2,102,789 4,768,884
$ 2,933,730 § 5490 § 2,939,220 $2,526,624 $ 5,465,844
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AMAZON CONSERVATION ASSOCIATION AND AFFILIATE
CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Grants receivable
Prepaid expenses and taxes
Total Current Assets

PROPERTY AND EQUIPMENT
Property, plant and equipment, net

OTHER ASSETS
Grants receivable, net of current
Security deposit
Intangible asset
Total Other Assets

TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable
Due to/from affiliate
Accrued expenses
Accrued taxes
Deferred revenue
Total Current Liabilities

NET ASSETS
Unrestricted net assets
Temporarily restricted net assets
Total Net Assets

TOTAL LIABILITIES AND
NET ASSETS

DECEMBER 31, 2010

ACA ACA

DC Bolivia Total Consolidated

Office Office ACA ACCA Total
$ 996,311 % 53,652  $ 1,049963 §$§ 237,592 $ 1,287,555
5,178 21,598 26,776 1,038,177 1,064,953
2,221,504 - 2,221,504 - 2,221,504
5,678 - 5,678 6,627 12,305
3,228,671 75,250 3,303,921 1,282,396 4,586,317
2,964 12,863 15,827 2,066,918 2,082,745
586,704 - 586,704 - 586,704
250 - 250 - 250
- 1,507 1,507 - 1,507
586,954 1,507 588,461 - 588,461
$ 3,818,589 % 89,620 S 3908209 $3,349314 §$§ 7,257,523
$ 42,118  § 59,754  $ 101,872 $1,194479 § 1,296,351
32,367 - 32,367 (32,367) -
6,247 - 6,247 - 6,247
- - - 125,833 125,833
10,765 - 10,765 186,676 197,441
91,497 59,754 151,251 1,474,621 1,625,872
106,841 29,866 136,707 1,874,693 2,011,400
3,620,251 - 3,620,251 - 3,620,251
3,727,092 29,866 3,756,958 1,874,693 5,631,651
$ 3,818,589 S 89,620 $ 3,908,209 $3,349314 $§ 7,257,523
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