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KPMG LLP

Two Financial Center
60 South Street
Boston, MA 02111

Independent Auditors’ Report

The Board of Trustees
Marine Biological Laboratory:

Opinion
We have audited the financial statements of Marine Biological Laboratory (the Laboratory), which comprise the

statements of financial position as of June 30, 2023 and 2022, and the related statements of activities and cash
flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Laboratory as of June 30, 2023 and 2022, and the changes in its net assets and its cash flows
for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Laboratory and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with U.S. generally accepted accounting principles, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Laboratory’s ability to continue as a
going concern for one year after the date that the financial statements are issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

KPMG LLP, a Delaware limited liability partnership and a member firm of












MARINE BIOLOGICAL LABORATOR Y

Statement of Activities

Year ended June 30, 2022

Operating support and revenues:
Federal grants
Nonfederal grants and contracts
Support from affiliate
Fees for conferences and services
Contributions
Investment earnings used for operations
Laboratory rentals
Tuition, net
Other revenue
Investment loss
Net assets released from restrictions and reclassifications

Total operating support and revenues

Expenses:
Resident research
Education
Whitman research
Other institutional activities
Conferences, housing and dining

Total expenses
Change in net assets before nonoperating activities

Nonoperating revenue (expense):
Change in value of interest rate swap
Change in value of charitable gift annuities
Post retirement pension actuarial adjustment
Contributions for plant
Net assets released from restrictions
Proceeds from insurance

Change in net assets from nonoperating activities

Investment returns:
Net investment returns
Less investment earnings used for operations

Investment returns
Changes in net assets
Net assets, June 30, 2021
Net assets, June 30, 2022

See accompanying notes to financial statements.

Without With
donor donor
restrictions restrictions Total

16,295,286 — 16,295,286
4,435,887 — 4,435,887
13,906,615 — 13,906,615
3,096,419 — 3,096,419
1,432,931 11,086,286 12,519,217
487,843 4,190,780 4,678,623
266,151 — 266,151
1,138,932 — 1,138,932
185,560 — 185,560
(12,494) — (12,494)
7,900,739 (7,900,739) —
49,133,869 7,376,327 56,510,196
30,595,137 — 30,595,137
10,943,271 — 10,943,271
1,887,710 — 1,887,710
810,534 — 810,534
3,428,896 — 3,428,896
47,665,548 — 47,665,548
1,468,321 7,376,327 8,844,648
2,282,380 — 2,282,380
(1,217,541) — (1,217,541)
(462,299) — (462,299)
81,224 632,905 714,129
841,323 (841,323) —
2,522 — 2,522
1,527,609 (208,418) 1,319,191
(1,308,658) (8,690,782) (9,999,440)
(487,843) (4,190,780) (4,678,623)
(1,796,501) (12,881,562) (14,678,063)
1,199,429 (5,713,653) (4,514,224)
90,260,866 114,396,657 204,657,523
91,460,295 108,683,004 200,143,299













MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

(h) Prepaid Expenses

@i

()}

(k)

Prepaid expenses are expenditures paid in advance of when the benefit of the outlay will be realized.
These costs will be expensed in a future period when the purchased service is received or purchased
good is consumed.

Investments

Investments are reported at estimated fair value. If an investment is held directly by the Laboratory and
an active market with quoted prices exists, the market price of an identical security is used as reported
fair value. Reported fair values for shares in registered mutual funds are based on share prices
reported by the funds as of the last business day of the fiscal year. The Laboratory’s shares in the
University of Chicago’s Total Return Investment Pool (TRIP) are valued quarterly based on the market
value of the TRIP investment portfolio and the number of outstanding shares at the end of each
quarter. Additional contributions to the TRIP purchase additional shares in the pool at the most recent
quarterly per share price.

Investment Income and Distribution

For the pooled investments, the Laboratory employs a total return utilization policy that establishes the
amount of the investment return made available for spending each year. The Board of Trustees has
approved a spending policy that the withdrawal will be based on a percentage of the twelve quarter
average ending market value of the funds. The market value includes the principal plus reinvested
income, realized and unrealized gains and losses. For fiscal years 2023 and 2022, the Laboratory
obtained approval to expend 5.5% of the latest twelve quarter average ending market values of the
long-term investments.

Investment income from the pooled investments is allocated using a unitized system whereby
components are valued using a fair value unit basis, and each component subscribes to or disposes of
units on the basis of the fair value per unit at the beginning of the calendar quarter within which the
transaction takes place.

Fair Value Meas urements

Fair value is an exit price, representing the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. A fair value hierarchy
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The

three levels of the fair value hierarchy are described below:

x Level 1 — Unadjusted quoted prices in active markets that are accessible at the measurement date
for identical, unrestricted assets or liabilities;

X Level 2 — Quoted prices in markets that are not active, or inputs that are observable, either directly
or indirectly, for substantially the full term of the asset or liability;

X Level 3 — Prices or valuation techniques that require inputs that are both significant to the fair value
measurement and unobservable.

9 (Continued)


















MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

X 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.

X 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
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.

X 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 comparable instruments,
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.

x 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 196 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.

(a) 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

15 (Continued)
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MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

Retirement Plan

The Laboratory holds fiduciary responsibilities for a defined contribution pension plan managed by
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 eligible compensation, as
defined in the plan document, subject to certain limitations, for each participant. Contributions amounted to
$1,646,197 and $1,619,082 for the years ended June 30, 2023 and 2022.

Post-retirement Benefits

The Laboratory provides certain post-retirement health care benefits for participants within the Laboratory’s
Post-Retirement Health Care Plan (the PRHC Plan).

Participants include former employees retiring prior to June 1, 1994, who are entitled to receive full health
care benefits and active employees as of June 1, 1994, who are entitled to 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. The count of plan participants as of the beginning of each fiscal year 2023
and 2022, was 36 and 37, respectively.

20 (Continued)



MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

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

2023 2022

4.85 % 4.15 %

Discount rate
N/A N/A

Rate of compensation increase

Weighted average assumptions as of June 30, to determine net periodic benefit cost at year end:

2023 2022

Discount rate 4.15 % 2.20 %

Expected long-term return on plan assets 7.00 7.00
Rate of compensation increase N/A N/A
2.54 2.98

Awverage future years of senice

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

As of June 30, 2023 and 2022 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.

21 (Continued)
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MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

At June 30, 2023 and 2022, 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:

2023 2022
Net actuarial (gain) loss $ (140,211) 153,393
Total unamortized items $ (140,211) 153,393

The estimated net loss/(gain), transition obligation, and prior service cost for the Plan that will be amortized
from accumulated other comprehensive income into net periodic postretirement benefit cost over the next
fiscal year are $(148,000), $0, and $0, respectively.

Restricted Net Assets

The Laboratory classifies gifts that have donor-imposed restrictions regarding time or purpose as net
assets with donor restrictions. The Laboratory classifies each gifted pledge as time restricted until the gift is
collected; when collected, a gift is either reclassified to its purpose restriction or released from restriction.
Promises to give subject to donor—imposed stipulations that the corpus be maintained permanently are
recognized as increases to net endowed assets with donor restriction.

(8) Net Assets with Donor Restriction s

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

23 (Continued)



MARINE BIOLOGICAL LABORATORY
Notes to Financial Statements
June 30, 2023 and 2022

(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:

2023 2022
Appropriation of endowment assets $ 4,442,580 4,190,780
Operating 4,514,121 3,709,959
8,956,701 7,900,739
Nonoperating (plant) 236,572 841,323
$ 9,193,273 8,742,062

(12) Functional Classification of Expenses

Expenses by functional and natural classification for the year ended June 30, 2023.
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