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Independent Auditors’ Report

The Board of Trustees
Marine Biological Laboratory:

We have audited the accompanying financial statements of Marine Biological Laboratory (the Laboratory),
which comprise the statements of financial position as of June 30, 2019 and 2018, and the related statements
of activities and cash flows for the years ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Laboratory’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Laboratory’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Laboratory as of June 30, 2019 and 2018, and the changes in its net assets and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

KPMa P

Boston, Massachusetts
December 2, 2019
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Assets 2019 2018

Cash and cash equivalents $ 1,525,068 571,951
Cash held for others 988,926 1,103,599
Accounts receivable, net of allowance for doubtful accounts

of $35,000 at June 30, 2019 and 2018 898,983 1,004,284
Receivables due for costs incurred on grants and contracts 4,958,271 2,524,516
Prepaid expenses 749,317 975,684
Contributions receivable, net 4,737,036 2,804,515
Investments, at fair value 92,396,774 93,248,299

Charitable remainder trusts




































MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2019 and 2018

The Laboratory’s overall investment objective is to invest its assets in a prudent manner that will achieve a
long term rate of return sufficient to fund a portion of its annual operating activities and increase investment
value after inflation.

The TRIP diversifies its investments among various asset classes incorporating multiple strategies and
external investment managers. MBL does not directly own these securities, but owns shares in the TRIP.

The TRIP is composed of the following as of June 30, 2019 and 2018:

2019 2018

Cash equivalents 1.03% 1.30 %
Global public equities (primarily international) 33.15 27.06
Private debt 5.04 4.67
Private equity:

U.S. venture capital 6.58 5.50

U.S. corporate finance 3.84 3.56

International 6.90 6.21
Real estate 6.23 6.25
Natural resources 6.72 7.63
Absolute return:

Equity-oriented 6.32 10.27

Global macro/relative value 5.00 6.02

Multi-strategy 6.77 7.59

Credit-oriented 5.44 5.69

Protection-oriented 1.91 1.91
Fixed income:

U.S. treasuries, including TIPS 6.09 6.34

Total 100.00 % 100.00 %

Cash equivalent investments include cash equivalents and fixed-income investments, with maturities of
less than one year, which are valued based on quoted market prices in active markets. The majority of
these investments are held in U.S. money market accounts.

Global public equity investments consist of separate accounts, commingled funds with liquidity ranging
from daily to monthly, and limited partnerships. Securities held in separate accounts and daily traded
commingled funds are generally valued based on quoted market prices in active markets. Commingled
funds with monthly liquidity are valued based on independently determined net asset value (NAV).
Limited partnership interests in equity-oriented funds are valued based upon NAV provided by external
fund managers.

Investments in private debt, private equity, real estate, and natural resources are in the form of limited
partnership interests, which typically invest in private securities for which there is no readily
determinable market value. In these cases, market value is determined by external managers based on
a combination of discounted cash flow analysis, industry comparables, and outside appraisals. Where
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private equity, real estate, and natural resources managers hold publicly traded securities, these
securities are generally valued based on market prices. The value of the limited partnership interests
are held at the manager’s reported NAV, unless information becomes available indicating the reported
NAV may require adjustment. The methods used by managers to assess the NAV of these external
investments vary by asset class. The University monitors the valuation methodologies and practices of
managers.

The absolute return portfolio is comprised of investments of limited partnership interests in hedge funds
and drawdown private equity style partnerships whose managers have the authority to invest in various
asset classes at their discretion, including the ability to invest long and short. The majority of the
underlying holdings are marketable securities. The remainder of the underlying holdings is held in
marketable securities that trade infrequently or in private investments, which are valued by the
manager on the basis of an appraised value, discounted cash flow, industry comparables, or some
other method. Most hedge funds that hold illiquid investments designate them in special side pockets,
which are subject to special restrictions on redemption.

Fixed-income investments consist of directly held actively traded treasuries, separately managed
accounts, commingled funds, and bond mutual funds that hold securities, the majority of which have
maturities greater than one year and are valued based on quoted market prices in active markets,
except for a commingled fund that is valued on independently determined NAV.

(6) Endowment

The Laboratory’s endowment pool consists of approximately 180 individual funds established for a variety
of purposes. This includes both donor restricted “endowment funds” and funds designated by the
Laboratory to function as “institutional funds”. Net assets associated with endowment funds, including funds
designated by the Laboratory to function as institutional funds, are classified and reported based on the
existence or absence of donor-imposed restrictions.

(@)

(b)

Interpretation of Relevant Law

The Laboratory views Massachusetts Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the Laboratory to preserve the fair value of the original gift as of the gift date of
the donor-restricted endowment fund, absent explicit donor stipulations to the contrary. As a result of
this interpretation, the Laboratory has classified as net assets with donor restrictions (a) the original
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (c) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund
(although no existing donor instruments have so directed). Accumulations to the endowment that do
not have to be maintained in perpetuity remain classified as net assets with donor restriction until they
are appropriated for expenditure by the Board in a manner consistent with the Laboratory’s spending
policy, UPMIFA, other applicable laws, and any donor-imposed restrictions.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment funds
may fall below the historic dollar value. Deficiencies of this nature are reported in net assets with donor
restrictions. These totaled $15,164 and $16,021 as of June 30, 2019 and 2018.
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The changes in endowment net assets for the period ended June 30, 2019 are as follows:

Endowment net assets consisted of the following fund types as of June 30, 2018:

Without donor With donor
restrictions restrictions Total
Donor restricted endowment funds:
Historical gift value $ — 55,455,718 55,455,718
Appreciation — 18,026,445 18,026,445
Total donor restricted
endowment funds — 73,482,163 73,482,163
Board-designated institutional funds 9,887,526 — 9,887,526
$ 9,887,526 73,482,163 83,369,689
17 (Continued)
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The changes in endowment net assets for the period ended June 30, 2018 are as follows:

(7) Plant Assets
Plant assets consisted of the following at June 30:

Land $

Buildings
Equipment
Construction in progress

Less accumulated depreciation

Plant assets, net $

(8) Debt

2019 2018
52,931,084 52,931,085
107,414,155 105,153,955
30,738,922 28,460,889
270,440 540,531
191,354,601 187,086,460

(86,106,943)

(81,519,717)

105,247,658

105,566,743

Long-term debt consisted of Massachusetts Development Finance Agency, Variable Rate Demand
Revenue Bonds, Series 2006, payable in annual installments from 2008 through 2036. The principal
balance outstanding at June 30, 2019 and 2018 was $25,715,000 and $26,555,000. The interest rate at

June 30, 2019 and 2018 was 1.9% and 1.5%.

The interest rate on the Bonds resets weekly, and is payable monthly. The Bonds are scheduled to mature
on October 1, 2036. As collateral for the Bonds, the Laboratory has entered into a Letter of Credit
Reimbursement Agreement with PNC Bank which is set to expire on June 2, 2021. The Letter of Credit
Reimbursement Agreement is in an amount sufficient to pay the aggregate principal amount of the Bonds
and up to thirty-four days’ interest. The Bonds are subject to certain covenants; including a minimum debt

service coverage ratio.
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MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2019 and 2018

Retirement Plan

The Laboratory participates in the defined contribution pension plan with TIAA-CREF (the Plan). Eligible
employees become participants upon completion of two years of service, as defined in the plan document.
Under the Plan, the Laboratory contributes 10% of compensation, as defined in the plan document, subject
to certain limitations, for each participant. Contributions amounted to $1,421,618 and $1,313,031 for the
years ended June 30, 2019 and 2018.

Post-retirement Benefits

The Laboratory provides certain health care benefits for retired employees covered under the Laboratory’s
Post-Retirement Health Care Plan (the PRHC Plan).

The Laboratory’s policy is that all retirees who retired prior to June 1, 1994 receive post-retirement health
benefits as defined by the PRHC Plan. The remaining active employees as of June 1, 1994 will receive
limited benefits upon their retirement as defined by the PRHC Plan. Employees hired on or after January 1,
1995 are not eligible to participate in the PRHC Plan.

Weighted average assumptions as of June 30, to determine benefit obligations at year end:

2019 2018

Discount rate 3.00 % 3.85%
Rate of compensation increase N/A N/A
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Weighted average assumptions as of June 30, to determine net periodic benefit cost at year end:

2019 2018
Discount rate 3.85% 3.35%
Expected long-term return on plan assets 7.00 % 7.00 %
Rate of compensation increase N/A N/A
Awerage future years of senice 3.77 4.08

The PRHC Plan assets and weighted average asset allocations at June 30, by asset category are as
follows:

As of June 30, 2019 and 2018 the Laboratory’'s PRHC Plan assets were accounted for at fair value. All
PRHC Plan assets were Level 1 assets.

The Executive Committee of the Board of Trustees has selected a balanced strategy of 45% equity
securities, 45% fixed income securities and 10% cash equivalents as a target asset allocation for the
PRHC Plan investments. All of the debt and equity securities included in the PRHC Plan assets are publicly
traded securities and are carried at fair value based upon quoted market prices.
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MARINE BIOLOGICAL LABORATORY
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At June 30, 2019 and 2018, the items not yet recognized as a component of net periodic post-retirement
benefit cost including the effect of the adjustment for Medicare Part D subsidy are as follows:

2019 2018
Net actuarial gain (311,777) (492,595)
Total unamortized items (311,777) (492,595)

In addition to interest and service costs, the estimated net actuarial losses, excluding the effect of the
adjustment for Medicare Part D subsidy, and transition obligation for the Plan to be amortized into net

periodic post-retirement benefit cost for fiscal 2019 and 2018 are $16,000 and $38,000.

Restricted Net Assets

The Laboratory classifies gifts that have donor-imposed restrictions regarding time or the purposes to
which the gift is to be used as net assets with donor restrictions. The Laboratory classifies pledges to give
as time restricted until collected. When collected, a gift is reclassified to it purpose restriction or if
unrestricted, released from restriction. Promises to give subject to donor-imposed stipulations that the
corpus be maintained permanently are recognized as increases to net assets with donor restriction.

(8) Net Assets with Donor Restrictions

Net assets with donor restrictions consisted of the following as of June 30:

2019 2018

Endowment:
Resident research program 26,377,708 25,993,911
Visiting research program 6,478,151 6,391,772
Research support 3,475,577 3,337,708
Education program 21,376,829 21,034,427
General support 15,485,295 15,325,857
Capital and infrastructure maintenance 1,413,232 1,398,488
Operating 7,052,282 4,635,290
Annuity and life income 159,824 155,457
Pledges 5,698,534 3,750,176
Nonoperating (plant) 194,307 311,306
87,711,739 82,334,392
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(b) Net Assets Released from Restrictions

Net assets released from temporary donor restrictions by incurring expenses satisfying the restricted
purposes or by occurrence of events specified by the donors are as follows:

2019 2018
Appropriation of endowment assets for operations $ 3,930,985 3,884,396
Operating 3,649,291 2,769,869
Endowment — (36,966)
Nonoperating (plant) 266,997 138,717
$ 7,847,273 6,756,016

(12) Functional Classification of Expenses

Expenses by functional and natural classification for the year ended June 30, 2019.
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Expenses by functional and natural classification for the year ended June 30, 2018.

Certain prior year amounts have been reclassified for consistency with the current year presentation. These
reclassifications had no effect on the reported results of operations.

(13) Related Parties
In addition to affiliate activity previously disclosed, the Laboratory had the following other related party
activity.

Current and former trustees of the Laboratory have outstanding pledged contributions of $4,436,000 and
$2,787,000 at June 30, 2019 and 2018. These amounts are included in contributions receivable in the
statement of financial position.

(14) Subsequent Events

In connection with the preparation of these financial statements, the Laboratory has evaluated events and
transactions through December 2, 2019, which is the date these financial statements were available for
issuance.
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