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REPORT OF INDEPENDENT AUDITORS

Board of Directors
The Woods Hole Research Center, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of The Woods Hole Research Center,
Inc., which comprise the statements of financial position as of June 30, 2019 and 2018, and the
related statements of activities, functional expenses and cash flows for the years then 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.

Auditor’s 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 and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits 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 entity’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 entity’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.

Washington, DC | Chicago, IL | New York, NY | Los Angeles, CA
calibrecpa.com



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 Woods Hole Research Center, Inc. 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.

Other Matter

Our audits were conducted for the purpose of forming an opinion on the financial statements as
a whole. The schedules of research program expenses are presented for 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 audits 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 21, 2019, on our consideration of The Woods Hole Research Center, Inc.’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering The Woods Hole Research Center, Inc.’s
internal control over financial reporting and compliance.

[ ]
W PA—GVA-,' ’PlJ.c—
Bethesda, MD
October 21, 2019



THE WooDs HOLE RESEARCH CENTER, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30,2019 AND 2018

2019 2018
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 6,162,886 $ 3,955,768
U.S. Government contributions receivable 458,577 502,639
Other contributions, grants and contracts receivable 977,318 1,797,351
Prepaid expenses and other receivables 157,292 160,646
Total current assets 7,756,073 6,416,404
INVESTMENTS
Endowment and quasi-endowment investments 6,889,910 6,661,408
Other investments 888,066 1,275,604
Total investments 7,777,976 7,937,012
NET PROPERTY AND EQUIPMENT 5,343,789 5,390,292
OTHER ASSETS
Other contributions receivable, net of current portion 483,107 669,971
Beneficial interest in real estate trust assets 212,651 212,651
Bond proceeds held in trust for debt retirement 13,744 14,878
Total other assets 709,502 897,500
Total assets $ 21,587,340 $ 20,641,208
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 327,004 $ 370,582
Accrued expenses 454,904 387,988
Refundable advances 277 32,013
Deferred contract revenue 576,861 332,689
Liability under charitable gift annuities 5,289 10,949
Loans payable 114,192 114,192
Total current liabilities 1,478,527 1,248,413
LONG-TERM LIABILITIES
Liability under charitable gift annuities, net of current portion 90,746 90,046
Loans payable, net of current portion 1,266,787 1,382,118
Total liabilities 2,836,060 2,720,577
NET ASSETS
Without donor restrictions
Operating 4,298,745 2,883,327
Board designated for endowment 1,802,488 1,802,488
Board designated for Fund for Climate Solutions 500,000 500,000
Net investment in property and equipment 3,976,554 3,908,860
Total net assets without donor restrictions 10,577,787 9,094,675
With donor restrictions
Temporary restrictions 4474414 5,132,577
Perpetual restrictions 3,699,079 3,693,379
Total net assets with donor restrictions 8,173,493 8,825,956
Total net assets 18,751,280 17,920,631
Total liabilities and net assets $ 21,587,340 $ 20,641,208

See accompanying notes to financial statements.
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THE Wo0oDS HOLE RESEARCH CENTER, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED JUNE 30, 2019 AND 2018

Salaries, wages and benefits
Professional fees and other wages
Travel

Materials and supplies

Equipment

Communication

Facilities

Depreciation and amortization
Subcontracts

Allocation of common costs

Total expenses

Salaries, wages and benefits
Professional fees and other wages
Travel

Materials and supplies

Equipment

Communication

Facilities

Depreciation and amortization
Subcontracts

Allocation of common costs

Total expenses

2019
Development
Research General and and

Programs Administrative Fundraising Total
$ 4,712,069 $ 1,887,009 $ 652,194 $ 7,251,272
321,421 299,019 45,849 666,289
368,596 44,809 119,507 532,912
184,605 232,094 142,025 558,724
117,218 - - 117,218
355,762 119,587 16,625 491,974
7,704 273,106 - 280,810
- 433,546 - 433,546
669,474 - - 669,474
6,736,849 3,289,170 976,200 11,002,219

816,770 (935,124) 118,354 -
$ 7,553,619 $ 2,354,046 $ 1,094,554 $ 11,002,219

2018
Development
Research General and and

Programs Administrative Fundraising Total
$ 4,333,912 $ 1,712,857 $ 527,557 $ 6,574,326
327,207 249,714 35,511 612,432
370,452 40,580 38,543 449,575
178,151 177,957 112,584 468,692
23,007 15,904 - 38,911
406,039 100,248 6,866 513,153
4,902 246,979 - 251,881
- 418,508 - 418,508
716,408 - - 716,408
6,360,078 2,962,747 721,061 10,043,886

705,540 (785,529) 79,989 -
$ 7,065,618 $ 2,177,218 $ 801,050 $ 10,043,886

See accompanying notes to financial statements.
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THE WooDSs HOLE RESEARCH CENTER, INC.

STATEMENTS OF CASH FLows

YEARS ENDED JUNE 30, 2019 AND 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions and grant payments received
U.S. Government
Foundations and other

Contract payments received

Investment income received

Other operating receipts

Payments to vendors, suppliers and employees

Interest payments

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments
Proceeds from sales of investments
Purchases of property and equipment
Net cash provided by (used for) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Use of bond proceeds held i trust
Repayments of loans payable
Liabilities assumed under charitable gift annuities
Payments to charitable gift annuitants
Endowment contributions received

Net cash used for financing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

See accompanying notes to financial statements.
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2019 2018
$ 3,839,135 $ 4,784,187
6,853,055 5,269,370
1,564,337 969,435
189,868 116,147
84,448 95,461
(10,565,674) (9,513,158)
(24,020) (26,985)
1,941,149 1,694,457
(2,508,030) (3,687,975)
3,146,048 2,573,279
(269,825) (43,802)
368,193 (1,158,498)
1,134 1,131
(115,331) (115,331)
13,941 12,853
(7,668) (9,305)
5,700 2,200
(102,224) (108,452)
2,207,118 427,507
3,955,768 3,528,261

$ 6,162,886 $ 3,955,768



THE WooDS HOLE RESEARCH CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2019 AND 2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Statement Presentation - Financial statement presentation follows the
recommendations of U.S. generally accepted accounting principles in accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC), Not-for-Profit
Entities - Presentation of Financial Statements. Under those principles, The Woods Hole
Research Center (the Center) is required to report information regarding its financial position
and activities according to two classes of net assets - net assets without donor restrictions and net
assets with donor restrictions. The Center also distinguishes between donor restrictions that are
temporary and those that are perpetual in nature.

Cash and Cash Equivalents - Cash consists of monies held in demand deposit and money
market accounts, unless designated for long-term purposes. Cash equivalents are all highly
liquid, short-term investments with initial maturities of three months or less when purchased and
are stated at cost which approximates market value.

Investments - Investments consist of amounts held in money market accounts and short-term
investment funds and amounts invested in fixed income, equities and mutual funds which are
carried at fair value, generally as determined by published market prices. Income earned is
derived from interest, dividends and changes in fair value. Unrealized gains (losses) resulting
from increases (decreases) in fair value of securities held as well as the net realized gains
(losses) arising from sales of securities are included in investment income. The Center’s
investments are pooled, and the allocation of income is tracked on a unitized basis. The Center
distributes a proportional amount of investment income based on a total return policy.

Property and Equipment - Property and equipment are recorded at cost. Property and
equipment with a cost of $3,000 or greater and having an expected useful life of two years or
longer are capitalized. Depreciation and amortization are provided on a straight-line basis over
the estimated useful lives of the assets or, where applicable, the terms of the respective
capitalized lease agreements, whichever are shorter. The cost of property and equipment retired
or disposed of is removed from the accounts along with the related accumulated depreciation or
amortization, and any gain or loss is reflected in income.



NOTE1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue and Support - Donor-restricted support is reported as an increase in net assets with
donor restrictions. When a restriction expires (that is, when a stipulated time restriction ends or
purpose restriction is accomplished), net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statements of activities as net assets released
from restrictions. Federal grant awards are classified as refundable advances until expended for
the purposes of the grants since they are considered to be conditional promises to give. Revenue
from contracts considered to be exchange transactions is recognized as earned, generally using
the percentage of completion method.

Functional Allocation of Expenses - The costs of providing the various programs and other
activities of the Center have been summarized on a functional basis in the statements of activities
and functional expenses. Accordingly, certain costs have been allocated among the programs
and supporting services benefited. Salaries and fringe benefits are allocated based on employee
time and effort. Common costs such as occupancy, depreciation and the like are allocated pro-
rata based on total costs incurred.

Use of Estimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles 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 revenues and
expenses during the reporting period. Actual results could differ from those estimates.

NOTE 2. ORGANIZATION AND TAX STATUS

Founded in 1985, the Center’s mission is to advance scientific discovery and seek science-based
solutions for the world’s environmental and economic challenges through research and
education.

The Center (a Massachusetts nonprofit corporation) is exempt from Federal and Massachusetts
income taxes under Section 501(c)(3) of the Internal Revenue Code and Chapter 180 of the Code
of the Commonwealth of Massachusetts, respectively, as a publicly supported organization. The
Center is, however, subject to tax on net profits generated by activities defined as unrelated
business activities under applicable tax law. To date, the Center has not engaged in such
activities. The Center’s Form 990, Return of Organization Exempt from Income Tax, for the
years ended June 30, 2016 through 2018 are subject to examination by the Internal Revenue
Service (IRS), generally for three years after they were filed.



NOTE 3. LIQUIDITY AND AVAILABILITY OF RESOURCES

The following table represents the Center’s financial assets available to meet cash needs for
general expenditures within one year of June 30, 2019 and 2018. Since approximately 75% of
the Center’s expenditures are funded by donor-restricted contributions, the related assets are

considered available to meet general expenditures.

2019 2018
Total assets at end of year $ 21,587,340 $ 20,641,208
Less nonfinancial assets
Prepaid expenses (151,622) (148,894)
Net property and equipment (5,343,789) (5,390,292)
Beneficial interest in real estate trust assets (212,651) (212,651)
Total financial assets at end of year 15,879,278 14,889,371
Less amounts unavailable for general expenditures
Amounts held i trust for debt retirement (47,280) (42,830)
Contributions receivable due in more than one year (483,107) (669,971)
Endowment investments (6,889,910) (6,661,408)
Add estimated amount available for appropriation 276,000 266,000
Total financial assets available for general
expenditures within one year $ 8,734,981 $ 7,781,162

As part of the Center’s liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations come due. In addition, the
Center invests cash in excess of its current requirements in a portfolio of investments designed to
maximize long-term earnings with acceptable risk to investment principal. The Center’s Board

has designated $1,802,488 to function as an endowment, and the Center generally budgets an
annual spending rate up to 4% of total endowment investments. However, in the event of

unanticipated liquidity needs, the Center’s Board could make available all or a portion of the
amount currently designated as endowment. The Center also has the ability to draw upon an

available line of credit in the amount of $350,000.



NOTE 4.  CONTRIBUTIONS, GRANTS AND CONTRACTS RECEIVABLE

Grants, contracts and unconditional promises receivable as of June 30, 2019 and 2018, are as
follows:

2019 2018
Due in less than one year $ 1,435,895 $ 2,299,990
Due in one to five years 504,000 730,439
1,939,895 3,030,429
Less discount to net present value (20,893) (60,468)

$ 1,919,002 $ 2,969,961

Grants and contribution receivables due after one year have been discounted to their net present
value using a discount rate of 2.5%.

Conditional promises receivable as of June 30, 2019 total $5,421,937, consisting of unexpended
U.S. Government grant awards.
NOTES. INVESTMENTS

Investments consist of amounts held in cash equivalents, equities and fixed income securities.
The original cost and fair values of investments are as follows:

2019 2018
Cost $ 6,643,149 7,169,260
Accumulated unrealized gain 1,115,506 747,473

7,758,655 7,916,733
Accrued mterest and dividends 19,321 20,279

$ 7,777,976 $ 7,937,012

Investments are held in endowment, quasi-endowment or other categories as described below.

2019 2018
Board-designated endowment $ 1,802,488 $ 1,802,488
Unappropriated earnings on permanent endowments 1,388,343 1,165,541
Donor-restricted permanent endowments 3,699,079 3,693,379
6,889,910 6,661,408
Net other investments 888,066 1,275,604
Total investments $ 7,777,976 $ 7,937,012

-10 -



NOTES. INVESTMENTS (CONTINUED)

Net investment return consisted of the following for the years ended June 30, 2019 and 2018:

2019 2018
Interest and dividends $ 191,198 $ 124,147
Net appreciation 478,982 360,745
Less investment fees (49,043) (48,842)

$ 621,137 $ 436,050

NOTE 6. FAIR VALUE

U.S. generally accepted accounting principles related to Fair Value Measurements establish a
hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and
minimizes the use of unobservable inputs by requiring that inputs that are most observable be
used when available. Observable inputs are inputs that market participants operating within the
same marketplace as the Center would use in pricing the Center’s assets or liabilities based on
independently derived and observable market data. Unobservable inputs are inputs that cannot
be sourced from a broad active market in which assets or liabilities identical or similar to those
of the Center are traded.

Level 1 - Valuation based on quoted market prices in active markets for identical assets or
liabilities.

Level 2 - Valuation based on quoted prices for similar assets or liabilities, or inputs that are
observable, either directly or indirectly, for substantially the full term through corroboration with
observable market data.

Level 3- Valuation based on inputs that are unobservable and reflect management’s best estimate
of what market participants would use in estimating fair value.

All of the Center’s financial investments were measured at fair value on a recurring basis as of
June 30, 2019 and 2018 using Level 1 inputs, except for investments in fixed-income securities,
for which the fair values were measured using Level 2 inputs. The fair values of short-term
investment funds, equities, mutual funds and exchange-traded funds were based on quoted
market prices as of each June 30. The fair values of fixed-income securities were estimated
based on yields and maturities of similar securities. The Center’s liability under charitable gift
annuities was measured at fair value on a recurring basis as of June 30, 2019 and 2018 using
Level 2 inputs, based on market interest rates and estimated life expectancies of the annuitants.
There have been no changes to the valuation methodologies used at June 30, 2019 and 2018.

-11 -



NOTE 6. FAIR VALUE (CONTINUED)

Inputs used to determine the fair values of investments measured on a recurring basis at June 30,
2019 and 2018, by investment class, are as follows:

Significant
Quoted Market Other Significant
Price for Observable Unobservable
Total at Assets Inputs Inputs
06/30/19 (Level 1) (Level 2) (Level 3)

Short-term investment funds $ 379,367 $ 379,367 $ - $ -
Equities and ETFs

Materials 195,105 195,105 - -

Industrial goods 354,054 354,054 - -

Consumer discretionary 397,953 397,953 - -

Consumer staples 290,253 290,253 - -

Health care 568,056 568,056 - -

Fmancial services 504,555 504,555 - -

Technology 856,473 856,473 - -

Telecommunications 258,997 258,997 - -

Utilities 126,915 126,915 - -

Real estate 167,177 167,177 - -

U.S. aggregate bond ETF 488,130 488,130 - -
Mutual fund

Green Century International

Index Fund 744,414 744,414 - -

Fixed income

Corporate debt securities 1,990,338 - 1,990,338 -

Government securities 436,868 - 436,868 -

$ 7,758,655 $ 5,331,449 $ 2,427,206 $ -
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NOTE 6. FAIR VALUE (CONTINUED)

Significant
Quoted Market Other Significant
Price for Observable Unobservable
Total at Assets Inputs Inputs
06/30/18 (Level 1) (Level 2) (Level 3)

Short-term investment funds $ 1,350,949 $ 1,350,949 $ - $ -
Equities and ETFs

Materials 159,280 159,280 - -

Industrial goods 347,636 347,636 - -

Consumer discretionary 451,760 451,760 - -

Consumer staples 225,997 225,997 - -

Health care 479,783 479,783 - -

Financial services 518,052 518,052 - -

Technology 910,534 910,534 - -

Telecommunications 37,179 37,179 - -

Utilities 96,941 96,941 - -

Real estate 125,614 125,614 - -
Mutual fund

Green Century International

Index Fund 641,998 641,998 - -

Fixed income

Corporate debt securities 2,028,618 - 2,028,618 -

Bond mutual fund 542,392 - 542,392 -

$ 7,916,733 $ 5,345,723 $ 2,571,010 $ -

NOTE 7. PROPERTY AND EQUIPMENT

Property and equipment as of June 30, 2019 and 2018 consists of the following:

2019 2018
Land $ 517,571 $§ 517,571
Building and improvements 11,111,041 11,125,125
Furniture and equipment 2,134,524 1,891,671
13,763,136 13,534,367
Less accumulated depreciation and amortization (8,419,347) (8,144,075)
Net property and equipment $ 5,343,789 $ 5,390,292
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NOTE 8. BENEFICIAL INTEREST IN REAL ESTATE TRUST ASSETS

The Center entered into a joint venture agreement with an unrelated third party through which a
small portion of land acquired in connection with the Ordway Campus was contributed by the
Center and a similar parcel of land was contributed by the joint venturer. The property was
placed in trust, after which the joint venturer gifted his interest in the property to the Center. The
carrying value of the Center’s interest in the Trust was $212,651 at both June 30, 2019 and 2018.

NOTE 9. LOANS PAYABLE

Financing of Headquarters Building - During the year ended June 30, 2003, the Center
completed construction of and placed into service a new headquarters building (the Ordway
Campus) in Woods Hole, Massachusetts. To finance the construction, the Center raised
restricted contributions from the general public, designated a portion of unrestricted net assets to
be used for the campaign, and entered into a loan agreement with the Massachusetts Health and
Educational Facilities Authority (MHEFA) for a total loan amount of $2,795,000. That loan
agreement was amended during the year ended June 30, 2010, and the Center borrowed an
additional $603,900 from MHEFA to help finance improvements made to an adjacent building
(the Carriage House).

The Center obtained a $2.6 million direct pay letter of credit to provide security for the MHEFA
loans, for which it pays an annual fee equal to 2.00% of the total amounts outstanding on the
MHEFA loans. The loans require level annual principal payments and interest on the unpaid
principal accrues and is payable monthly at a variable rate, 1.90% and 1.57% as of June 30, 2019
and 2018, respectively. The intention is to keep the fair market value of the loan equal to its
outstanding principal balance. Substantially all business assets of the Center have been pledged
as collateral in connection with the loan agreements. The Center is scheduled to make total
remaining principal payments of $1,380,979 in annual installments of $114,192 through June
2031. The remaining outstanding principal of $10,675 will be retired through annual draws
against the debt service reserve funds held in trust. Interest expense totaled $22,090 and $17,584
for the years ended June 30, 2019 and 2018, respectively.

Loan Payable to Related Party - On December 13, 2012, the Center entered into an agreement
to borrow $1,000,000 from a Trust established by certain members of its Board of Directors.

The note was secured by a mortgage on the Center’s real property located at 149 Woods Hole
Road as well as its beneficial interest in the Quissett Circle real estate trust assets (both
subordinated to the Center’s bond financing described in Note 7). Interest accrues at the annual
rate of .95%. Interest only of $9,500 was due on October 31, 2013 and 2014. Principal and
accrued interest totaling $309,500 was originally due on October 31, 2015; principal and accrued
interest totaling $356,650 was originally due on October 31, 2016, and all remaining principal
and accrued interest was due on October 31, 2017. During the years ended June 30, 2018,
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NOTE9. LOANS PAYABLE (CONTINUED)
2017 and 2016, certain Board members forgave loan amounts totaling $35,000, $210,000 and
$290,000, respectively, which are reported as contribution revenue. The remaining principal

amount was paid in October 2017.

As of June 30, 2019, principal repayments on the MHEFA loan are due by fiscal year as follows:

MHEFA
Loan

Year ending June 30, 2019 $ 114,192
2020 114,192

2021 114,192

2022 114,192

2023 114,192

Thereafter 810,019

$ 1,380,979

Revolving Line of Credit - The Center has a revolving demand line of credit agreement in the
maximum principal amount of $350,000, secured by substantially all of the Center’s
investments. As of June 30, 2019, no amounts had been drawn against the line.

NOTE 10. NET ASSETS

The Center has net assets both with and without donor restrictions, as described in more detail
below. A summary of the Center’s net assets as of June 30, 2019 and 2018 is as follows:

June 30, 2019
Without Donor With Donor Restrictions
Restrictions Temporary Perpetual Total

Endowment finds $ 1,802,488 $ 1,388,343 $ 3,699,079 $ 6,889,910
Fund for Climate Solutions 500,000 1,811,108 - 2,311,108
Funds restricted for research

and similar purposes - 1,274,963 - 1,274,963
Net mvestment in property and equipment 3,976,554 - - 3,976,554
Operating funds 4,298,745 - - 4,298,745

$ 10,577,787 § 4,474,414 $ 3,699,079 $ 18,751,280
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NOTE 10. NET ASSETS (CONTINUED)

June 30, 2018
Without Donor With Donor Restrictions
Restrictions Temporary Perpetual Total

Endowment finds $ 1,802,488 $ 1,165,541 $ 3,693,379 $ 6,661,408
Fund for Climate Solutions 500,000 1,565,406 - 2,065,406
Funds restricted for research

and similar purposes - 2,401,630 - 2,401,630
Net mvestment in property and equipment 3,908,860 - - 3,908,860
Operating funds 2,883,327 - - 2,883,327

$ 9,094,675 § 5,132,577 $ 3,693,379 $ 17,920,631

Net Assets without Donor Restrictions - Revenues are reported as increases in net assets

without donor restrictions unless use of the related asset is limited by donor-imposed restrictions.

All expenses are reported as decreases in net assets without donor restrictions.

Board Designated Funds

The Center’s Board of Directors has designated a portion of net assets without donor restrictions
to function as endowment and a portion to support expenditures from the Fund for Climate
Solutions, for which the Center has also raised donor-restricted support. The objective of the
Fund for Climate Solutions is to provide a financial bridge to a sustainable funding model while
supporting mission-critical programs over a 10-year period as the Center adapts to anticipated
changes in the availability of Federal government funding for its programs.

Net Investment in Property and Equipment

The Center has net assets without donor restrictions which are invested in property and
equipment owned by the Center. The net investment in property and equipment consists of:

2019 2018
Net property and equipment $ 5,343,789 $ 5,390,292
Bond proceeds held i trust for debt retirement 13,744 14,878
Loans payable - current portion (114,192) (114,192)
Loans payable - long-term portion (1,266,787) (1,382,118)

$ 3,976,554 $ 3,908,860

Net Assets with Temporary Donor Restrictions - Net assets with temporary donor restrictions
as of June 30, 2019 and 2018 consist principally of research grants from private foundations and
contributions for long-term purposes. Net assets with temporary donor restrictions result from
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NOTE 10. NET ASSETS (CONTINUED)

gifts of cash or other assets with donor-imposed restrictions that require that such resources be
used in a later period or after a specified date or that the resources be used for a specified
purpose. The net assets will be released when spent for the appropriate purpose or upon
expiration of a time restriction, in compliance with donor restrictions. Net assets with temporary
donor restrictions as of June 30, 2019 and 2018 were subject to restriction as follows:

2019 2018
Research grants from foundations and others $ 782,221 $ 1,920,906
Fund for Climate Solutions 1,811,108 1,565,406
Other purpose-restricted contributions 492,742 480,724
Unappropriated earnings on permanent endowments 1,388,343 1,165,541

$ 4,474,414 $ 5,132,577

The following are the net assets released from donor-imposed restrictions during the years ended
June 30, 2019 and 2018.

2019 2018
Research grants
U.S. Government $ 3,796,809 $ 4,323,656
Foundations and International 1,759,168 1,995,553
Fund for Climate Solutions 217,748 -
Appropriated earnings on permanent endowments 196,726 180,965
Other general support - 7,067

$ 5,970,451 $ 6,507,241

Net Assets with Perpetual Donor Restrictions - The Center has received several contributions
establishing permanent endowments. During 2002, the Center received a total of $2.5 million
from a single contributor that provides for a $2 million endowment to fund the Sara
Shallenberger Brown Chair of Environmental Policy. The primary focus of the Chair is to
connect science, conservation, and human affairs nationally and internationally and to
incorporate the findings of science into the decisions of governments. The remaining $500,000
is to support the Center’s general endowment, the earnings on which are available for general
support. The Center has also received contributions to fund the George Woodwell Chair of
Conservation and other smaller endowments. The Center may appropriate annually for operating
purposes earnings on general endowment investments related to these gifts.
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NOTE 10. NET ASSETS (CONTINUED)

Total net assets with perpetual donor restrictions are as follows at June 30, 2019 and 2018:

2019 2018
Sara Shallenberger Brown Chair and Endowment $ 2,500,000 $ 2,500,000
George Woodwell Chair of Conservation 1,034,379 1,029,879
General support 164,700 163,500

$ 3,699,079 $ 3,693,379

Interpretation of Relevant Law

The Center is subject to the Massachusetts Prudent Management of Institutional Funds Act
(MPFIFA) and, thus, classifies amounts in its donor-restricted endowment funds as net assets
with donor restrictions. The original donor gifts are reported as net assets with perpetual donor
restrictions as none of the donor-restricted endowments are currently underwater. These
endowment funds are invested in a pool with all other investments of the Center. The returns on
the endowment fund investments have been reported as increases in net assets with donor
restrictions in the statements of activities. Unexpended earnings on these endowments are
reported as net assets with temporary donor restrictions until appropriated for expenditure by the
Center.

Return Objectives and Risk Parameters

The Center has adopted an asset allocation policy, monitored through its Investment Policy, that
is a moderate balance of equities, fixed income and cash with a target of 60-70% equities and 30-
40% fixed income. These change slightly as risk is monitored and the fund manager is given a
target and 5% latitude for market impact and manager decisions. The equity investment style is
an “All Cap Strategy” which is benchmarked to the S&P 1500. Equity performance, if
applicable, is measured against the benchmark index over market cycle (typically 3-5 years).
The equity portion of the portfolio uses a growth-at-a-reasonable-price discipline. The fixed
income allocation may hold taxable government agency bonds and socially screened corporate
bonds. Fixed income performance is benchmarked to the Barclay’s Gov/Credit Interim Bond
Index. Allocation percentages are meant to be soft guidelines rather than absolute portfolio
mandates as described above. Investment goals are primarily capital appreciation and
secondarily income generation at this time.

Spending Policies of the Endowments
Sara Shallenberger Brown Chair and Endowment - The donor requested that the investment
income generated by the Chair and the endowment each year be used for general operations. For

the years ended June 30, 2019 and 2018, the Board of Directors appropriated for expenditure
$133,210 and $122,642, respectively, of accumulated earnings.
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NOTE 10. NET ASSETS (CONTINUED)

George Woodwell Chair of Conservation - The donors requested that the investment income
generated by the Chair each year be used for general operations once the Chair reached a certain
monetary level. For the years ended June 30, 2019 and 2018, the Board of Directors
appropriated for expenditure $54,854 and $50,348, respectively.

General Support Endowments - Investment income or loss are reported as changes in net
assets with temporary donor restrictions until appropriated by the Board of Directors. For the
years ended June 30, 2019 and 2018, the Board of Directors appropriated for expenditure $8,662
and $7,974, respectively.

Change in Endowment Net Assets

The following table represents the changes in endowment net assets for the years ended June 30,
2019 and 2018:

Without Donor With Donor Restrictions
Restrictions Temporary Perpetual Total

Endowment net assets, June 30, 2017 $ 532488 $ 1,030,255 $ 3,691,179 $ 5,253,922

Contributions/designations 1,270,000 - 2,200 1,272,200

Investment income 49,572 316,251 - 365,823

Appropriations (49,572) (180,965) - (230,537)
Endowment net assets, June 30, 2018 1,802,488 1,165,541 3,693,379 6,661,408

Contributions/designations - - 5,700 5,700

Investment income 53,844 419,528 - 473,372

Appropriations (53,844) (196,726) - (250,570)
Endowment net assets, June 30, 2019 $ 1,802,488 $ 1,388,343 $ 3,699,079 $ 6,889,910

NOTE 11. PENSION PLAN

The Center has a contributory defined contribution pension plan covering substantially all full-
time employees. Plan contributions are made on behalf of eligible employees through individual
annuities with the Teachers Insurance and Annuity Association and College Retirement Equities
Fund. The contributions are made on a semi-monthly basis at 10% of eligible compensation.
Pension expense for the years ended June 30, 2019 and 2018 was $478,050 and $423,450,
respectively.
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NOTE 12. OPERATING LEASES (CONTINUED)

The Center leases certain office equipment under operating leases expiring 2020 through 2024.
Rental expense for office equipment for the both years ended June 30, 2019 and 2018 totaled
$12,300. Future minimum lease payments by fiscal year are due as follows:

Year ending June 30, 2020 $ 6,701
2021 1,235
2022 1,235
2023 1,235
2024 1,235
2025 309
Total $ 11,950

NOTE 13. SIGNIFICANT CONCENTRATIONS

Cash Balances - The Center maintains its operating cash at three financial institutions. The
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per
institution. As of June 30, 2019, the Center’s cash balances in excess of FDIC insurance
coverage totaled approximately $5.7 million. Included in other assets as bond proceeds held for
debt retirement was an amount of $13,744 which is not federally insured.

Major Contributors - The Center receives revenue from U.S. Government funded grants and
cooperative agreements, all of which are subject to audit by government agencies. The ultimate
determination of amounts received is based upon allowable costs reported to and audited by the
government. Until such audits have been completed and final settlement reached, there exists a
contingency to refund any amounts received in excess of allowed costs.

During the years ended June 30, 2019 and 2018, the Center received approximately 32% and 35% of
its total support and revenue from the U.S. Government.

Foreign Operations - The Center conducts substantial research activities in foreign countries.
During the years ended June 30, 2019 and 2018, 4.2% and 3.3%, respectively, of the Center’s
total expenses were incurred in support of foreign activities and, as of June 30, 2019 and 2018,
the Center had assets in foreign countries totaling $-0- and $35,665, respectively.

NOTE 14. SUBSEQUENT EVENTS
Subsequent events have been evaluated through October 21, 2019, which is the date the financial
statements were available to be issued. This review and evaluation revealed no material event or

transaction which would require an adjustment to or disclosure in the accompanying financial
statements.
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THE WooDs HOLE RESEARCH CENTER, INC.

SCHEDULES OF RESEARCH PROGRAM EXPENSES

YEARS ENDED JUNE 30, 2019 AND 2018

Salaries, wages and benefits
Professional fees and other wages
Travel

Materials and supplies
Equipment

Communication

Facilities

Depreciation and amortization
Subcontracts

Allocation of common costs

Salaries, wages and benefits
Professional fees and other wages
Travel

Materials and supplies
Equipment

Communication

Facilities

Depreciation and amortization
Subcontracts

Allocation of common costs

2019
Policy
Center Engagement, Policy
Funded Education and Relevant
Science Communication Research Total
$ 357,386 $ 1,260,576 $ 3,094,107 $ 4,712,069
1,242 129,136 191,043 321,421
10,762 111,915 245919 368,596
29,585 28,864 126,156 184,605
- - 117,218 117,218
4,579 188,970 162,213 355,762
3,312 - 4,392 7,704
- 22,145 647,329 669,474
406,866 1,741,606 4,588,377 6,736,849
49,328 211,151 556,291 816,770
$ 456,194 $ 1,952,757 $ 5,144,668 $ 7,553,619
2018
Policy
Center Engagement, Policy
Funded Education and Relevant
Science Communication Research Total

$ 210,070 $ 1,398,196 $ 2,725,646 $ 4,333912
9,120 120,695 197,392 327,207
- 147,466 222,986 370,452
26,101 24,217 127,833 178,151
- - 23,007 23,007
8,775 269,825 127,439 406,039
897 - 4,005 4,902
- 44,958 671,450 716,408
254,963 2,005,357 4,099,758 6,360,078
28,284 222,459 454,797 705,540
$ 283,247 $ 2,227,816 $ 4,554,555 $ 7,065,618
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REPORT OF INDEPENDENT AUDITORS ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS

Board of Directors
The Woods Hole Research Center, Inc.

Our report on our audit of the financial statements of The Woods Hole Research Center, Inc. as
of June 30, 2019 appears on pages 1-2. Our audit was made for the purpose of forming an
opinion on the financial statements as a whole. The accompanying schedule of expenditures of
federal awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of the Center’s 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.

L ]
E sttt CPAGYp PLLC
Bethesda, MD
October 21, 2019

Washington, DC | Chicago, IL | New York, NY | Los Angeles, CA
calibrecpa.com



THE Wo0DS HOLE RESEARCH CENTER, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2019

RESEARCH AND DEVELOPMENT CLUSTER
U.S. Department of Agriculture
Forest Service
Direct programs
Agriculture and Food Research Initiative (AFRI)

Total Department of Agriculture

National Aeronautics and Space Administration
Science Programs

Direct programs

Pass-through programs from
Northern Arizona University
Northern Arizona University
University of CA; Santa Barbara
University of Colorado; Boulder
University of Massachusetts; Boston
Virginia Polytechnic Institute & State University

Pass-Through or

Total National Aeronautics and Space Administration

National Oceanic and Atmospheric Administration
Sea Grant Support
Pass-through programs from
Woods Hole Oceanographic Institution

Total National Oceanic and Atmospheric Administration

National Science Foundation
Geosciences
Direct programs
Pass-through programs from
Marine Biological Laboratory
Tufts University

Biological Sciences
Education and Human Resources

Total National Science Foundation

Department of Defense
Strategic Environmental Research and Development (SERDP)
Direct programs
Pass-through programs from
Northern Arizona University
Total Department of Defense

Federal Bureau of Investigation
Science & Technology Acquisition Unit
Total Federal Bureau of Investigation

Department of the Interior
National Climate Change and Wildlife Science Center
Pass-through programs from
Marine Biological Laboratory
Total Department of the Interior

Office of Personnel Management
Intergovernmental
Personnel Act Mobility Program
Total Office of Personnel Management

Total research and development cluster

Federal Awarding Entity Federal Passed
CFDA Identifying Disbursements/ Through to
Number Number Expenditures Subrecipients
10.310 $ 268,634 $ 52,010
268,634 52,010
43.001 1,087,571 221,856
1002905-01 $ 33,541 - -
1003229-01 21,751 - -
KK1801 51,857 - -
1553575 27,420 - -
B000697950 27,566 - -
426670-19B02 1,535 163,670 -
1,251,241 221,856
11.417 A101390 1,197 -
1,197 -
47.050 951,642 109,614
53696 $ 17,891 - -
NS3819 21,917 39,808 -
991,450 109,614
47.074 470,463 31,083
47.076 413,853 22,145
1,875,766 162,842
12.UNKNOWN
W912HQ18P0052 164,847 29,950
1003724-02 73,600 -
238,447 29,950
16.15F06718P0005502 29,675 -
29,675 -
15.820
53773 123,883 -
123,883 -
27.011
7,966 -
7,966 -
$ 3,796,809 $ 466,658

See accompanying notes to schedule of expenditures of federal awards.
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THE Wo00DS HOLE RESEARCH CENTER, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2019

NOTE 1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of The Woods Hole Research Center, Inc. and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the financial
statements.

NOTE 2.  INDIRECT COSTS
The Woods Hole Research Center, Inc. did not elect to use the 10% de minimis indirect cost rate

either in awards received directly or indirectly nor on any awards passed through to
subrecipients.
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
The Woods Hole Research Center, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of The Woods Hole Research Center, Inc., which comprise the statements of financial
position as of June 30, 2019 and 2018, and the related statements of activities, functional
expenses and cash flows for the years then ended, and the related notes to the financial
statements, and have issued our report thereon dated October 21, 2019.

Internal Control over Financial Reporting

In planning and performing our audits of the financial statements, we considered The Woods
Hole Research Center, Inc.’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Center’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Center’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Washington, DC | Chicago, IL | New York, NY | Los Angeles, CA
calibrecpa.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Center’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion of the effectiveness of
the Center’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Center’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

A atetneCPAGYIp PLLE

Bethesda, MD
October 21, 2019
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
The Woods Hole Research Center, Inc.

Report on Compliance for Each Major Federal Program

We have audited The Woods Hole Research Center, Inc.’s compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on each of The Woods Hole Research Center, Inc.’s major federal programs
for the year ended June 30, 2019. The Center’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Center’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the Center’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
Center’s compliance.

Washington, DC | Chicago, IL | New York, NY | Los Angeles, CA
calibrecpa.com



Opinion on Each Major Federal Program

In our opinion, The Woods Hole Research Center, Inc. complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2019.

Report on Internal Control over Compliance

The management of the Center is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the Center’s internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Center’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other

purpose.

L ]
W PA—GVA-,' ’PlJ.c—
Bethesda, MD
October 21, 2019
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THE Wo00DS HOLE RESEARCH CENTER, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2019

SUMMARY OF AUDIT RESULTS

I.

The auditor’s report expresses an unmodified opinion on the financial statements of The
Woods Hole Research Center, Inc.

No significant deficiencies relating to the audit of the financial statements are reported
in the Report of Independent Auditors on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of The Woods Hole
Research Center, Inc. were disclosed during the audit.

No significant deficiencies relating to the audit of internal control over major federal
award programs are reported in the Report of Independent Auditors on Compliance for
Each Major Program and on Internal Control Over Compliance Required by the

Uniform Guidance.

The auditor’s report on compliance for major federal award programs for The Woods
Hole Research Center, Inc. expresses an unmodified opinion.

There are no findings relative to major federal award programs for The Woods Hole
Research Center, Inc. reported in this schedule.

The program tested as a major program was Research and Development.
The threshold for distinguishing between Type A and Type B programs was $750,000.

The Woods Hole Research Center, Inc. qualified as a low-risk auditee.

FINANCIAL STATEMENT FINDINGS

None

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None
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