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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
Mount Desert Island Biological Laboratory

Report on the Financial Statements

We have audited the accompanying financial statements of Mount Desert Island Biological Laboratory (a
nonprofit organization), which comprise the statements of financial position as of December 31, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit 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 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 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.

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

—1—



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Mount Desert Island Biological Laboratory as of December 31, 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 Matters

Other In formation

Our audit was conducted 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 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 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 11, 2020, on
our consideration of Mount Desert Island Biological Laboratory’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 solely 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 the
effectiveness of Mount Desert Island Biological Laboratory’s 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 Mount Desert Island Biological Laboratory’s internal control over financial reporting
and compliance.

JM Bk?

HMV, LLC
Ellsworth, ME
May11, 2020
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
STATEMENT OF FINANCIAL POSITION
AT DECEMBER 31,

Current Assets:
Cash & Cash Equivalents
Certificates of Deposit
Accounts Receivable (Net of Allowance)
Prepaid Expenses
Grants Receivable
Contributions Receivable
Pledges Receivable

Total Current Assets

Assets

Non Current Assets:
Pledges Receivable (Net of Discount)
Investments
Investments - Charitable Gift Annuities
Land, Buildings & Equipment (Net of Depreciation)

Total Non Current Assets

Total Assets

Current Liabilities:
Accounts Payable & Accrued Expenses
Revenues Received in Advance
Deferred Grants
Charitable Gift Annuities
Bonds Payable

Total Current Liabilities

Long Term Liabilities:
Accrued Expenses
Charitable Gift Annuities
Bonds Payable
Less: Bond Issuance Costs (Net of Amortization)

Total Long Term Liabilities

Total Liabilities

Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities & Net Assets

2019

See independent auditors’ report and notes to the financial statements.
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2018

2,520,631
4,920,001

52,222
2,494

699,919
31,930
67,000

8,294,197

3,013,515
4,832,443

44,466

1,218,736
62,469

632,000
9,803,629

Liabilities

4,806 48,173
7,873,366 6,551,799

22,273 21,605
12,699,124 13,266,957
20,599,569 19,868,534

28,893,766 29,692,163

918,528 1,064,370
19:700 22,392

859,433 710,697
1,493 1,493

145,000 140,000
1,944,154 1,938,952

154,612
3,533 5,026

3,760,000 3,905,000
(109,166) (115,587)

3,654,367 3,949,051

5,598,521 5,888,003

15,520,422 17,136,496
7,774,823 6,667,664

23,295,245 23,804,160

28,893,766 29,692,163

Net Assets



THE MOUNTDESERTISLAND BIOLOGICAL LABORATORY

STATEMENTOF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31,

Operating Support and Revenue

Grants & Contracts

tndirect Costs Recovered-Grants & Contracts

Contr)buticns & Private Grants

Fees for Programs & Services

Interest Income (Net of Fees)

Lorg-Term Investment Return USI zed

Miscettaneous Revenue

Net Assets Reteaseo Porn Restrictions

Total Operating Support & Revenue

Operating Expenses

Program:

Research

Educational Programs

Management and General

Fundraising

Total Operating Expenses

Change in Net Assets from Operating Activities

Non-Operating Activities

Government Grants (or Capital Purposes

Contributions & Non-government Grants for Capital Purposes

Net Assets Released from Restrictions for Capital Purposes

Gain (Loss) from Disposal of Assets

Long-Term Investment Return

Change in Value of Spil-Irterest Agreements

Long-Term Investment Return LftiIi2ed by Operations

Total Non-Operating Activities

Total Change In Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

2019 I 2018

Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total

4,833,301 4.833,301 5,535.212 5.535.212

1744,929 1.744,929 1.779,272 1.779,272

1,280,188 161.146 1,441,334 1.467.715 582,245 2.049,960

1,375,754 1,375.754 1.286,008 1.286.008

112 436 10,423 122.859 93.726 7.018 100.744

208,331 208,031 214.960 214 960

5,392 500 5.892 9,907 9.907

125.293 1125,293) 14,375 (14,375) -

9.655 324 46.776 9,732,100 10,401.175 574,688 10,976,063

5.804.460 5,804,480 6.853.318 6.853,318

2,882.533 2,882,533 2,977,113 2,977,113

2.427,470 2.427.470 2,394,819 2,394,619

492 645 492,645 404,590 404,590

11.607,128 - 11,607.128 12.629.840 - 12.629,840

(1,921.804) 46.776 (1.875 028) (2.228.665) 574.888 (1,653.777)

191.363 1 91.363 37.759 37,759

- 56.200 58.200 21,500 27,000 48.500

91.698 (91.698) - 114,411 (114,411) -

2.604 2,604 (35.632) (35,632)

20.422 1,301,912 1.322,334 4.754 (1 55.657) (150,903)

(357) (357) (357) (357)

(208.031) (208.031) (214.960) (214,960)

305.730 1.060.383 1.366,113 142,435 (458.028) (315,593)

(1,616 074) 1.107,159 (508.915) (2,085 230) 116.860 (1,969,370)

I 7.1 36,496 6,667,664 23,804,160 19.222,726 6,550,804 25,773,530

15.520,422 7,774.823 23.295,245 17.136.496 6,667,664 23,804,160

‘I
See inanpendent auditors’ repsrt and notes lo the financial sta!ernar.ts.
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THE MOUNTDESERT1SLAND BiOLOGICAL LABORATORY
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31,

Salaries, Benefits and Related Taxes
Professional Services and Stipends
Supplies and Office Expenses

Occupancy
Travel, Meals, and Conferences
Interest and Annual Fees
Depreciation and Amortization

Insurance
Grant Subawards

Other Expenses

Salaries, Benefits and Relaled Taxes

Professional Services and Stipends
Supplies and Office Expenses
Occupancy
Travel, Meals, and Conferences

Interest and Annual Fees
Depreciation and Amortization

Insurance
Grant Subawards

Other Expenses

2019

Program Services I SupporEng Services I

Research Educational Total Program Management &

Programs Programs Services General Fundraising Total

2,814,188 653,058 3,467,246 1,383,904 332,051 5,183,201

80,989 422,345 503,334 163,958 58,970 726,262

589,391 272,747 862,138 260,215 49,548 1,171,901

225,352 131,323 356,675 36,955 6,109 401,739

178,442 129,818 308,260 89,774 12,231 410,265
- -

- 223,755 - 223,755

706,829 316,515 1,023,344 100,636 12,960 1,136.940

11,339 7,571 18,910 118,413 1,420 138.743

1.090,348 885,830 1,976,178 - - 1,976,178

107,602 63,326 170,928 49,860 17,356 238,144

5,804,480 2,882,533 8,687,013 2,427,470 492,645 11,607,128

2018

Program Services I Supporting Services I

Research Educational Total Program Management &

Programs Programs Services General Fundraising Total

2,981,472 581,849 3,563,321 1,806,324 268,692 5,438,337

54,779 450339 505,118 164,259 29,637 699,014

603,264 280,403 883,667 223,744 29,934 1,137,345

235,373 166,486 401,859 35,337 11,979 449,175

192,448 233,520 425,968 96,195 28,942 551,105

215,859 8,337 224,196 9,342 - 233,538

798,814 334,978 1,133,792 108,779 19,727 1,262,298

11,549 7,507 19,056 112,919 1,234 133,209

1,668,731 875,455 2,544,186 - - 2,544,186

91,029 38,239 129,268 37,920 14,445 181,633

6,853,318 2,977,113 9,830,431 2,394,819 404,590 12,629,840

See independent auditors’ report and notes to the financial statements.
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORA TORY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31,

2019 2018
Cash Flows from Operating Activities

Change in Net Assets (508915) (1,969,370)
Adjustments to Reconcile Change in Net

Assets to Net Cash Provided (Used) by
Operating Activities:

Provision For Depreciation & Amortization 1,136,940 1,262,298
Unrealized (Gains) Losses on Investments (874,444) 806,670
(Gain) Lass on Disposal of Assets (2,604) 35,632
Decrease (Increase) in:

Accounts Receivable (7,756) 35,222
Prepaid Expenses (2,494)
Grants Receivable 518,817 (527,347)
Contributions & Pledges Receivable (Net of Discount) 638,906 (4,801)

Increase (Decrease) in:
Accounts Payable and Accrued Expenses (300,454) 552,877
Charitable Gift Annuities (1,493) (1,493)
Revenues Received in Advance & Deferred Grants 146,044 (65,430)

Net Cash Provided by Operating Activities 742,547 124258

Cash Flows From Financing Activities
Repayment of Loans (140,000) (130,000)

Net Cash Provided By Financing Activities (140,000) (130,000)

Cash Flows From Investing Activities
(Purchase) Sale of Investments (Net) (447,791) (1,170,172)
(Purchase) Sale of Certificates of Deposit (87,558) 791,311

Proceeds from the Sale of Assets 11,604 1,500
Building and Plant Improvements (85,736) (123,247)

Purchase of Equipment and Furnishings (485,950) (122,332)

Net Cash Used By Investing Activities (1,095,431) (622,940)

Increase (Decrease) in Cash & Equivalents (492,884) (628,682)

Cash & Equivalents, Beginning of Period 3,013,515 3,642,197

Cash & Equivalents, End of Period 2,520,631 3,013,515

Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year for:

Interest Expense 222,505 232,288

See independent auditors’ report and notes to the financial statements.
-6-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1- SUMMARYOFSIGNIFICANTACCO(JNTING POLICIES

The Mount Desert Island Biological Laboratory’s (the Institution) financial statements include the
operations for which the Board of Trustees exercises oversight responsibility. Oversight responsibility
is demonstrated by financial interdependency, designation of management, ability to significantly
influence operations, and accountability for fiscal matters.

NATURE OF ACTIVITIES

The Mount Desert Island Biological Laboratory is a nonprofit; no stock corporation organized in the
State of Maine. The Institution is a scientific research and educational facility located in Bar Harbor,
Maine. It is funded primarily through grants and contributions.

BASIS OF PRESENTATION

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles established by the Financial Accounting
Standards Board (FASB). Net assets, revenues, expenses, gains, and losses are classified based on
the existence or absence of donor-imposed restrictions. The Institution reports gifts of land, buildings,
and equipment as unrestricted support (revenue) unless explicit donor-imposed restrictions specify how
the donated assets must be used. Gifts of long-lived assets with explicit restrictions that specify how the
assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets
are reported as restricted support (revenue). Without explicit donor-imposed stipulations about how
long those long-lived assets must be maintained, the Institution reports expirations of donor-imposed
restrictions when the donated or acquired long-lived assets are placed into service.

The Mount Desert Island Biological Laboratory complies with the Financial Statements of Not-for-profit
Organizations topic of the FASB Codification. Under this topic, the Institution 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.

A description of The Mount Desert Island Biological Laboratory’s net asset categories is as follows:

Net Assets without Donor Restrictions - Net assets that are not subject to donor-imposed restrictions,
including the carrying value of all land, buildings and equipment. Items that affect this net asset
category include revenue and expenses associated with the primary mission of the Institution, as well
as gifts without restrictions, including those expendable resources which have been designated for
special use by the Board of Trustees. In addition, changes to this category of net assets include gifts
with restrictions whose donor-imposed restrictions were met through the passage of time, or through
fulfillment of the restricted purpose.

Net Assets with Donor Restrictions - Net assets subject to donor-imposed restrictions that will be met
by either the actions of the Institution or the passage of time. Expirations of donor restrictions on net
assets are reported as net assets released from restrictions on the accompanying statement of
activities. This category also includes net assets subject to donor-imposed restrictions to be
maintained permanently by the Institution, the investment-related income from which is available to
support research, education and training. Realized and unrealized gains (losses) are added to
(subtracted from) these net assets if so required by the donor. Absent specific donor requirements,
gains are available to support research and educational activities.

-7-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1— SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

MANAGEMENT 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 revenues and expenses during the reporting
period. Actual results could differ from the estimates.

FAIR VALUE OF FINANCIAL MEASUREMENTS

In accordance with financial accounting standards, a three-tiered hierarchy of input levels is used for
measuring fair value. Financial accounting standards define fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Valuation techniques utilized to determine fair value are
consistently applied. The three tiers of input used for fair value measurement are as follows:

Level 1: Fair values based on quoted market prices in active markets for identical assets and liabilities.

Level 2: Fair values are based on observable inputs that include: quoted market prices for similar
assets and liabilities; quoted market prices that are not in an active market; or other inputs that are
observable in the market and can be corroborated by observable market date for substantially the full
term of the assets.

Level 3: Fair values are calculated by the use of pricing models and/or discounted cash flow
methodologies and may require significant management judgment or estimation. These methodologies
may result in a significant portion of the fair value being derived from unobservable data.

The Mount Desert Island Biological Laboratory’s only financial instrument that is reported at fair value is
the investments, which fall under Level 1 of the fair value hierarchy.

The carrying amount of bonds payable approximates fair value because these financial instruments
bear interest at variable rates, which approximate current market rates for notes with similar maturities
and credit quality.

The carrying amount of cash and cash equivalents, accounts receivable, grants receivable, and notes
receivable approximates fair value because of the short maturity of these financial instruments. The
carrying value, which is the fair value of investments, is based upon values provided by an external
investment manager or quoted market values. In the limited cases where such values are not
available, historical cost is used as an estimate of market value.

INCOME TAX STATUS

The Institution qualifies as an organization exempt from income tax under Section 501(c) (3) of the
Internal Revenue Code. The Institution did not have gross income (gross income is gross receipts
minus the cost of goods sold) from unrelated trade or business activities of $1000 or more. Unrelated
trade or business income is the gross income derived from any trade or business activity that is
regularly carried on, and not substantially related to the Organization’s exempt purpose or function
(aside from the Organization’s need for income or funds or the use it makes of the profits).

-8-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

INCOME TAX STATUS

The Institution regularly reviews and evaluates its tax position taken in previously filed information
returns and as is reflected in its financial statements, with regard to issues affecting its tax exempt
status, unrelated business income, and related matters. The Institution believes that in the event of an
examination by taxing authorities, its position would prevail based upon technical merit of such
positions. Therefore, the Institution has concluded that no tax benefits or liabilities are required to be
recognized. The Institution’s tax returns are subject to federal and state review by taxing authorities for
fiscal years ended December 31, 2017, 2018, 2019.

The Institution is subject to federal and state payroll taxes and is required to file the appropriate tax
returns. Management believes that all required returns have been properly filed as of December 31,
2019. No examinations have been conducted by the federal or state taxing authorities and no
correspondence has been received from these authorities.

CASH, CASH EQUIVALENTS AND CUSTODIAL CREDIT RISK

The Mount Desert Island Biological Laboratory maintains its cash balances at various financial
institutions. At each FDIC insured institution, Mount Desert Island Biological Laboratory’s cash
deposits, including certificates of deposits, are insured up to $250,000 by the FDIC. In some instances,
cash deposits in excess of the $250,000 FDIC limit are swept into repurchase agreements for overnight
investment in securities held in a Federal Reserve account pledged by the bank as collateral for these
funds above the FDIC limit. The securities subject to repurchase agreement are not insured by the
FDIC. Funds held by the bank pursuant to a repurchase agreement do not constitute a deposit and,
therefore, are not insured by the FDIC or by the United States Government or any of its agencies. With
respect to amounts invested in these repurchase agreements1 the FDIC has stated that customers will
be treated as a secured creditor of the bank in the event of the Bank’s insolvency.

At December 31, 2019, total cash deposits with financial institutions, including certificates of deposit,
were $7,690,438 which were either insured or collaterized. At December 31, 2018, total cash deposits
with financial institutions, including certificates of deposit, were $8,111,801 which were either insured or
collaterized.

For purposes of the statements of cash flows, cash and cash equivalents are comprised of cash on
hand and demand deposits with banks and other financial institutions with an original maturity of three
months or less.

Deposits and Investments

The Institution has adopted deposit and investment policies that govern the Institution’s allowable
deposits or investments and address the specific types of risk to which the Institution is exposed. The
objective for endowment funds is to match the S&P 500 stock index (net of fees) over a three year
period. The equity portfolio will be broadly diversified according to economic sector, industry, number
of holdings and other investment characteristics. The objective for non-endowment funds is to
maximize earnings without causing significant risk to principal. The Institution does not have a formal
policy of requiring collateral or other security support for financial instruments subject to credit risk.

-9-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
ATDECEMBER 31, 2019 and 2018

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CASH, CASH EQUIVALENTS AND CUSTODIAL CREDIT RISK (Continued)

Certificates of Deposit

The Institution has invested in Certificates of Deposit through the CDARS Network which allows the
Institution to deposit large amounts with a CDARS Network member who places the funds in FDIC
insured CD’s issued by other members of the Network. At December 31, 2019, the Institution has
CDARS Network Certificates of Deposit maturing March 2020.

ACCOUNTS RECEIVABLE

Accounts receivable are stated at net realizable value. Uncollectible accounts are written off in the year
in which they are deemed to be uncollectible. An allowance for doubtful accounts of $6,622 and $7,507
has been netted against accounts receivable as of December 31, 2019 and 2018, respectively. The
calculation of the allowance is based on management’s review of the individual receivables and past
experience of the Institution.

PREPAID EXPENSES

Payments to vendors that will benefit periods beyond the current fiscal year are recorded as prepaid
expenses.

GENERAL FIXED ASSETS, DEPRECIATION AND AMORTIZATION

Fixed assets of the Institution include land, land improvements, buildings, building improvements,
vehicles, equipment, and all other tangible and intangible assets which may arise that are used in
operations and that have an initial useful life extending beyond a single fiscal year and have an initial
per unit cost of $5,000 or more. All improvements to fixed assets which add to the value or materially
extend the life of the asset are capitalized. All fixed assets of the Institution are recorded at historical
cost or estimated historical cost when the actual amount is not available. The historical cost of these
assets includes not only the cost of the asset, but also may include capitalized interest charges and
other direct costs associated with placing the asset into its intended location and its intended use.
Donated fixed assets are reported at their fair value or the estimated fair value at the time of
acquisition, plus other direct costs associated with placing the asset into its intended location and
intended use.

Land is not depreciated. All other individual fixed assets of the Institution are depreciated over their
estimated useful lives using the straight-line method. Under this method, the recorded cost of each
fixed asset less any estimated residual value is divided by the estimated useful life resulting in an even
amount of depreciation to be taken on an annual basis. The estimated residual value is the amount
that the capital asset is expected to be worth at the end of its useful life. Fixed assets which are under
construction but not yet completed are recorded as construction in progress. These fixed assets will
not begin to be depreciated until they are completed. See note on long term liabilities for descriptions
of assets pledged as collateral for debt.

-10-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1— SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

GENERAL FIXED ASSETS, DEPRECIATION AND AMORTIZATION (Continued)

The Institution follows the poflcy of establishing a provision for annual amounts of depreciation, which
allocates the cost of the plant, property, and equipment over its estimated useful life. The ranges of
estimated useful lives and methods of depreciation used are:

Years Method

Buildings & Improvements 20 —40 Straight-Line
Equipment & Furnishings 5—10 Straight-Line

CONTRIBUTIONS, PROMISES TO GIVE AND IN KIND CONTRIBUTIONS

Contributions are recognized when the donor makes a promise to give to the Institution that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases in
Net Assets without Donor Restrictions if the restrictions expire in the fiscal year in which the
contributions are recognized. All other donor-restricted contributions are reported as increases in Net
Assets with Donor Restrictions. When a restriction expires, Net Assets with Donor Restrictions are
reclassified to Net Assets without Donor Restrictions.

Contributions and pledges receivable are recorded at their estimated net realizable value (discounted to
present value).

The Institution uses the allowance method to determine uncollectible unconditional promises
receivable. The allowance is based on prior years’ experience and management’s analysis of specific
promises made.

Gifts of equipment are reported as unrestricted support unless explicit donor stipulations specify how
the donated asset must be used. Gifts of long-lived assets with explicit restrictions that specify how the
assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets
are reported as restricted support. Absent explicit donor stipulations about how those assets must be
maintained, expirations of donor restrictions are reported when the donated or acquired long-lived
assets are placed in service.

In accordance with financial accounting standards, the financial statements reflect only those
contributed services requiring specific expertise, which the Institution would otherwise need to
purchase. However, many individuals volunteer their time and perform a variety of tasks, such as
assisting special events. Contributed goods and services are recorded at rates that would have been
paid for similar goods or services if purchased and are included in contributions. There were no
contributed services recorded for the year ended December 31, 2019 or 2018.
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THE MOUNT DESERTISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

INVESTMENTS AND INVESTMENT INCOME

It is the Institution’s policy to value investments and record investment interest, fees, realized and
unrealized gains and losses in accordance with Financial Accounting Standard Board (FASB) ASC
958-320, Not-for-Profit Entities, Investments — Debt and Equity Securities. In accordance with this
codification section, Institution investments are recorded at their fair value at the Statement of Financial
Position date. The investments of the Institution consist exclusively of equity investments for which the
fair value is readily available through market quotes and other areas. This use of quoted prices to
determine fair value is referred to as level 1 of the three level hierarchies for determining the fair value
of investments. The Institution’s method for valuing its investments has not changed during the current
fiscal year in comparison to prior fiscal year. The investment policy of the Institution is to obtain a
consistent rate of return on its investments with as little exposure to risks as possible. Withdrawals
from the investments held as endowment funds require Board of Trustee approval. The Institution’s
spending policy for endowment funds allows for expending up to 5% of the three year trailing average
of each individual endowment fund based on December31 values as approved by the Board of
Trustees.

ADVERTISING

All non-direct response advertising costs of the Institution are expensed as they are incurred. Total
advertising costs incurred by the Institution was $6466 and $4,675 for the fiscal years ended
December 31, 2019 and 2018, respectively.

RETIREMENT PLAN

The Institution has a defined contribution 403b salary deferral retirement plan covering substantially all
the employees, which is administered through TI.AA. The Institutions policy is to fund retirement costs
as they are accrued. Retirement costs for2Ol9 and 2018 were $208,890 and $212,058, respectively.

INDIRECT COST ALLOWANCES

Indirect cost allowances recovered under certain government and other grants are accrued in the
period the research or program is performed. For nongovernment grants, indirect cost recoveries are
accrued at various rates allowed by the grantor. For federal grants, indirect cost recoveries are based
on a Facilities & Administrative (Indirect) cost rate negotiated with the cognizant government granting
agency. In January 2019, the Institution negotiated a new agreement to finalize the rate for 2017 and
establish provisional rates for 2018-2020. The institution calculates and negotiates its indirect cost rate
on an annual basis. Therefore, the institution could be subject to revisions to its rate for federal grants
that would impact 2019 and 2018 financial statements. If the revisions result in a material change, the
financial statements for will be restated; however, changes of a material nature are not anticipated at
this time.

-12-
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORA TORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

RECENTLY ADOPTED ACCOUNTING STANDARDS

In August 2016, the FASB issued Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit

Entities (Topic 958): Presentation of Financial Statements of Not-for Profit Entities (ASU 2016-14). The

ASU amends the current reporting model for not-for-profit organizations and requires certain additional

disclosures. The Institution adopted ASU 2016-14, as required on January 1, 2018. The significant

changes to financial statements include:

• Requiring the presentation of two net asset classes as “net assets without donor restrictions”

and “net assets with donor restrictions”;
• Modifying the presentation of underwater endowment funds and related disclosures;

• Requiring the use of the placed in service approach to recognize the satisfaction of restrictions

on gifts used to acquire or construct long-hved assets, absent explicit donor stipulations

otherwise;
• Requiring that all not4or-profits present an analysis of expenses by function and nature in a

separate statement or in the notes to the financial statements;
• Requiring disclosure of quantitative and qualitative information on liquidity;

• Presenting investment return net of external and direct internal investment expenses; and,

• Modifying other financial statement reporting requirements and disclosures intended to increase

usefulness to the reader.

Net assets reclassified from assets with donor restrictions to net assets without donor restrictions

resulting from the adoption otASU 2016-14 totaled $6,287,173 in 2018. See Note 15 for more

information.

Reclassifications: Certain reclassifications were made to the 2018 financial statements to conform to

the 2018 presentation. Such classifications did not change total assets, liabilities, revenues, expenses

or changes in net assets as previously reflected in the 2017 financial statements.

In June 2018, the FASS issued ASU No. 2018-08, Clarifying the Scope and Accounting Guidance for

Contributions Received and Contributions Made (ASU 2018-08). ASU 201 8-08 required the Institution

to determine whether a contribution is conditional based on whether an agreement includes a barrier

that must be overcome and either a right of return of assets transferred or a right of release of a

promisor’s obligation to transfer assets. If the agreement (or a referenced document) includes both, the

Institution is not entitled to the transferred assets (or a future transfer of assets) until it has overcome

the barriers in the agreement. The provisions of ASU No. 2018-08 are effective for the Institution for

the year ended December 31, 2019. The results of applying ASU No. 2018-08 did not have a material

impact on the balance sheet, statement of activities, cash flows, business processes, controls or

systems of the Institution.

In May 2014, the Financial Accounting Standards Board (“FASS”) issued Accounting Standards Update

(“ASU”) No. 2014-09, “Revenue from Contracts with Customers (Topic 606)”. The ASU and all

subsequently issued clarifying ASUs replaced most existing revenue recognition guidance in U.S. GAAP.

The ASU also required expanded disclosures relating to the nature, amount, timing, and uncertainty of

revenue and cash flows arising from contracts with customers. The Institution adopted the new standard

effective January 1, 2019, the first day of the Institution’s fiscal year using the modified retrospective

approach.
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

RECENTLY ADOPTED ACCOUNTING STANDARDS

As part of the adoption of the ASU, The Institution elected the following transition practical expedients:
(i) to reflect the aggregate of all contract modifications that occurred prior to the date of initial application
when identifying satisfied and unsatisfied performance obligations, determining the transaction price, and
allocating the transaction price; and (ii) to apply the standard only to contracts that are not completed at
the initial date of application. Because contract modifications are minimal, there is not a significant impact
as a result of electing these practical expedients.

The adoption did not result in a change to beginning retained earnings as of January 1, 2019 nor was
there any impact on revenue recognition from applying this ASU for the year ended December 31, 2019.

Revenue Recognition Polity

The Institution derives its exchange revenues primarily from fees for programs and services such as
course tuition and income for the use of equipment and space.

Revenues are recognized when control of these products or services is transferred to its customers, in
an amount that reflects the consideration the Institution expects to be entitled to in exchange for those
products and services. Sales and other taxes the Institution collects concurrent with revenue-producing
activities are excluded from revenue. Incidental items that are immaterial in the context of the contract
are recognized as expense. The Institution does not have any significant financing components as
payment is received at or shortly after the point of sale, Costs incurred to obtain a contract will be
expensed as incurred when the amortization period is less than a year.

Visaggregation of Revenue from Contracts with Customers

The following disaggregates the Institution’s revenue based on the timing of satisfaction of performance
obligations for the year ended December 31, 2019:

Performance Obligations Satisfied at a Point in Time: $1,375,754
Performance Obligations Satisfied Over Time: $ -0-
Total Net Sales $1375754

Performance Obligations

For performance obligations related to the fees and services, control transfers to the customer at a point
in time. The Institution’s principal terms of sale are FOB Destination and the Institution transfers control
and records revenue for fees and services upon delivery to the customer at an agreed upon price.

Bills for fees and services are due and payable upon presentation and do not contain a significant
financing component. There are no significant unsatisfied performance obligations as of December31,
2019.
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THE MOUNT DESERT ISLAND BIOLOGICAL LAB ORA TORY

NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

RECENTLY ADOPTED ACCOUNTING STANDARDS (Continued)

Contract Assets and Liabilities

Contract assets include unbilled amounts typically resulting from sales under contracts when the

revenue recognized exceeds the amount billed to the customer. Contract liabilities include billings in

excess of revenue recognized. Contract assets and contract liabilities were $0 for January 1, 2019 and

December 31, 2019, respectively.

FUNCTIONAL EXPENSES

Beginning in 2018, the Institution adopted ASU 2016-14 as described in Note 1, which includes the

requirement for all not-for-profits to present an analysis of expenses by function and nature in a

separate statement or in the notes to the financial statements. The Institution’s operating expenses are

reported in the Statement of Functional Expenses by their program classifications. The Institution’s

primary program services are research and education. In addition, management and general and

fundraising costs are included as categories required by ASU 2016-14. Management and General

costs are incurred in support of the primary program services.

The Institution allocates certain types of expenses that relate to more than one program or supporting

activity. Expenses of this nature include, but are not limited to, depreciation, interest, and operations

and maintenance of plant. Amounts have been allocated to specific programs and support services

using methods such as square footage, utilization of space and other financial methods determined by

management and are consistently applied. Salaries, wages, payroll taxes and other benefits are

allocated by time and effort. Allocations are determined by management to be of a reasonable basis

and are consistently applied.

NOTE 2- LIQUIDITY AND AVAILABILITY OF FINANCIAL RESOURCES

Looking forward, financial assets available for general expenditure within one year of the statement of

financial position date comprise the following at December31:

Financial Assets Available to Fund General Operations

Within One Year: 2019

Cash & Cash Equivalents 2,520,631

Certificates of Deposit 4,920,001

,Accounts Receivable (Net of?Jlowance) 52,222

Grants Receivable 699,919

Contributions Receivable
Pledges Receivable

_________ ____

Plus:
Budgeted Endowment Appropriation for Operations

Total Financial Assets Available Within One Year

-15-

2018
3,013,515
4,832,443

44,466
1,218,736

62,469
632,000

9,803,629

203,759 217,042

8,495,462 10,020,671

31,930
67,000

8,291,703
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 2- LIQUIDITY AND A VAILABILITY OF FINANCIAL RESOURCES (Continued)

As part of its liquidity management, the Institution has a goal to structure its financial assets to be
available as its general expenditures become due. In addition, the Institution invests cash in excess of
daily requirements in short-term investments and money market funds,

NOTE 3- PLEDGES AND CONTRIBUTIONS RECEIVABLE

Pledges Receivable

As of December 31, 2019, the Institution had outstanding pledges receivable totaling $73,000 with a
present value discount of $1,194 for a discounted value of $71,806. Pledges are discounted using the
effective interest rate method at 3%.

As of December 31, 2018, the Institution had outstanding pledges receivable totaling $685,000 with a
present value discount of $4,827 for a discounted value of $680,173. Pledges are discounted using the
effective interest rate method at 3%. All pledges are expected to be collected and no allowance has
been made for uncollectible amounts.

Pledges receivable are scheduled to be received as follows:

Less than 1 Year 67,000
ito 5 Years 6,000

Contributions Receivable

As of December 31, 2019 and 2018 the Institution had outstanding contributions receivable of $31,930
and $62,469, respectively. All contributions receivable are expected to be collected within one year
and no allowance has been made for uncollectible amounts.

NOTE 4— FIXED ASSETS AND DEPRECIATION

Fixed assets consisted of the following at December 31, 2019:

Balance Balance
Description 111119 Additions Transfers Disposals 12/31/19

Land & Improvements 625,153 7,497 541,290 (12,260) 1,161,680
Buildings & Improvements 20,329,944 87,350 (587,760) 19,829,534
Construction in Progress 86,554 91,697 (100,809) 77,442
Equipment & Furnishings 7,992,929 485,950 46,470 (1,523,356) 7,001993

29,034,580 672,494 (100,809) (1,535,616) 28,070,649
Less: Accumulated Depreciation 15,767,623 1,130,519 (1,526,617) 15,371,525
Total Net Fixed Assets 13,266,957 (458,025) (100,809) (8,999) 12,699,124
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 4- FIXED ASSETS AND DEPRECIA TION (Continued)

Fixed assets consisted of the following at December 31, 2018:

Description
Land & Improvements
Buildings & Improvements
Construction in Progress
Equipment & Furnishings

Less: Accumulated Depreciation
Total Net Fixed Assets

Balance
111118
589375

20347,261

Balance
12131118

625,153
(17,317) 20,329,944

86,554
7,992,929

29,034,580
15,767,623
13,266,957

Bond payable debt, at December 31, 2019 and 2018, consisted of one bond with a principal balance of
$3,905,000 and $4,045,000, respectively. Issued through the Finance Authority of Maine, variable rate
revenue bonds (Mount Desert Island Biological Laboratory Issue Series 2007). The bonds are secured
by a Letter of Credit Reimbursement Agreement with Bar Harbor Bank & Trust. This Letter of Credit
Reimbursement Agreement is secured by a security agreement between the Institution and the Bank
dated October 1, 2009. The Institution has entered into an interest rate Swap Agreement to minimize
the effects of the variable interest rate. Interest is payable monthly. The interest rate at December 31,
2019 and 2018 was 2.99% and 3.4319%, respectively. The first principal payment was made
December 1, 2010, and the final payment is due December 1, 2036. The bonds are subject to certain
covenants, the most restrictive covenant requires a minimum debt service coverage ratio.

Year Ending December 31,
2020
2021
2022
2023
2024-2028
2029-2033
2034-2038

Amount
145,000
155000
160,000
170,000

1,000,000
1,305,000

970,000
3,905,000

The above bond payable is secured by a negative pledge on any and all business assets of the
Institution, including but not limited to: all machinery, equipment, fixtures, appliances, furnishings,
supplies, inventory, receivables, general intangibles, investment property, real property, insurance
proceeds and settlements. The negative pledge restricts the Institution from pledging business assets
to secure additional or new debt.

‘I
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Mditions
7,920

Transfers
27,858

Disposals

NOTE 5-BOND PAYABLE

- 114,412 (27,858)
8,286,926 123,247 (417,244)

29,223,562 245579 - (434,561)
14,909,175 1,255,877 (397,429)
14,314,387 (1,010,298) - (37,132)

At December31, 2019 and 2018, The Institution was in compliance with
coverage ratio.

Maturity of long-term debt is as follows:

the required debt service



THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 5- BOND PAYABLE (Continued)

The calculation of the required minimum debt service ratio referred to above is:

Change in Net Assets Without Donor Restrictions From Operating
Activities
Aid Back:

Depreciation & Amortization
Bond Interest & Fees

Funds Available for Debt Service

Debt Service to Others:
Bond Principal Payments
Bond Interest & Fees

Total Debt Service to Others

Debt Service Coverage Ratio (1.1 or Higher Required) 121

NOTE 6- CHARITABLE GIFT ANNUITIES

The Institution has established a gift annuities program which allows the Institution to accept a gift from
a donor in exchange for the Institution agreeing to pay the Donor’s annuity payments until the Donor’s
death. The Institution evaluates each potential annuity prior to acceptance with the consideration of the
age of the donor, terms of the annuity payments, required payments terms, and the gift acceptance
policy.

Upon execution of the charitable gift annuity agreements, the Institution records an asset for the fair
market value of the charitable gift annuities and a liability based upon the actuarial present value of

annuity asset and liability is the remainder
the annuities. The present value is

The following table summarizes activity in the gift annuities investment for the year ended December
31:

Charitable Gift Annuities Investment Balance at 1/1
Contributions Recorded as Revenues
Increase in Liability
Interest & Dividend Income
Annuity Payments
Investment Fees
Change in Value

Charitable Gift Annuities Investment Balance at 12/31

-18-

2019 2018
21,605 24,541

(1) —

651 692
(1,850) (1,850)

(223) (234)
2,091 (1,544)

22,273 21,605
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2019

Transfer from Reserve

2018

(1,921,804) (2,228,665)

1,136,940
223,755

1,000,000
r

438,891

1,262,298
233,538

1,150,000
417,171

140,000 130,000
223,755 233,538
363,755 363,538

1.15

amounts expected to be paid to donors. The net of the gift
interest, the residual the Institution expects to receive from
readjusted annually.



THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 6- CHARITABLE GIFT ANNUITIES (Continued)

The following table summarizes the change in the charitable gift annuities liability account for the year

ended December31:

2019 2018

Charitable Gift Annuities Liability Balance at 1/1 6,519 8,012

Increase in Liability
Annuity Liability Principal Payments (1,493) (1,493)

Charitable Gift Annuities Liability Balance at 12/31 5,026 6,519

Amount Shown as a Current Liability 1,493 1,493

Amount Shown as a Long Term Liability 3,533 5,026
5,026 6,519

The liabilities are determined based upon the Donor’s life expectancy and using discount rates between

5% and 10%, at December 31, 2019 and 2018, provided by Internal Revenue Service valuation tables.

At the time of the Donor’s death, any remaining unamortized Fiability is recorded as additional

contributions.

NOTE 7—INTEREST COSTS

Total interest costs incurred for 2019 and 2018 were $222,505 and $232,288, respectively. All interest

costs were expensed with no interest costs capitalized during 2019 or 2018, Cash disbursements for

interest were $222,505 and $232,288 during 2019 and 2018, respectively.

NOTE 8- NET ASSETS WITH DONOR RESTRICTiONS

Net Assets with Donor Restrictions are available for the following purposes at December 31, 2019:

Donor

Subject to Contributions Total Net

Specified to be Assets with

Purposes or Maintained in Donor

Time Periods Perpetuity Restrictions

Student Fellowships Funds 1,163,375 1,662,634 2,826,009

Visiting Scientist Fellowships Funds 635,295 532,308 1,167,603

Research Support Funds 500,259 7,355 507,614

Lecture, Symposium & Course Funds 212,660 176,115 388,775

President’s Discretionary & Other Funds 168,972 37,000 205,972

General Endowment Funds 548,177 2,130,673 2,678,850

3,228,738 4,546,085 7,774.823
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORA TORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 8- NET ASSETS WITH DONOR RESTRICTIONS (Continued)

Net Assets with Donor Restrictions are available for the following purposes at December 31, 2018:

Donor
Subject to Contributions Total Net

Specified to be Assets with

Purposes or Maintained in Donor

Time Periods Perpetuity Restrictions

Student Fellowships Funds 709,707 1,585,884 2,295,591

Visiting Scientist Fellowships Funds 450,436 528,258 978,694

Lecture, Symposium & Course Funds 182,289 176015 358,304

Presidents Discretionary & Other Funds 702,099 44,115 746,214

General Endowment Funds 160,169 2,128,692 2,288,861
2,204,700 4,462,964 6,667,664

NOTE 9-INVESTMENTS

Investments are held at various institutions. Investments are reported at their fair market value as

required by the accounting standards codification.

Fair values and cost basis have been established and are comprised as follows as of December 31,

2019:

Cost Fair Value Carrying Value

Cash & Near Cash 375,384 375.384 375.384

Equities 3,212,873 5,441,717 5,441,717

Fixed Income 1,999,072 2,002,833 2,002,833

Mutual Funds 76,331 75,705 75,705
5,663,660 7,895,639 7,895,639

Fair values and cost basis have been established and are comprised as follows as of December 31,

2018:

Cost Fair Value Carrying Value

Cash & Near Cash 393,315 393,315 393,315

Equities 2,804,230 4,720,978 4,720,978

Fixed Income 1,377,152 1.387,862 1,387,862

Mutual Funds 74,004 71,249 71,249

4,648,701 6,573,404 6,573,404
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 9-INVESTMENTS (Continued)

The components of investment return are as follows at December31:

2019 2018

Interest & Dividend Income 572,430 757,738
Unrealized Gains (Losses) 874,444 (806,670)
Fees (1,681) (1,227)

1,445,193 (50,159)

Operating Interest Income (Net of Fees) 122859 100,744
Non-Operating Long-Term Investment Return 1,322,334 (150,903)

1,445,193 (50,159)

Endowment

The Institution complies with Endowments of Not-for-Profit Organizations: Net Asset Classification of
Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act,
and Enhanced Disclosures for All Endowment Funds topic of the FASB Codification. This topic
provides guidance on the net asset classification of donor-restricted endowment funds for not-for-profit
organizations that is subject to the Uniform Prudent Management of Institutional Funds Act of 2006
(UPMIFA) as enacted by the State of Maine.

The Institution interprets UPMIFA as requiring preservation of the fair value of the original gift as of the
gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As
a result of the interpretation, the Institution would consider the fund to be underwater if the fair value of
the fund is less than the sum of (1) the original value of the initial and subsequent gifts donated to the
fund and (2) any accumulations to the fund that are required to be maintained in perpetuity in
accordance with the applicable donor gift instrument. The Institution has interpreted UPMIFA to permit
spending from underwater funds in accordance with prudent measures required by law. The fund was
not underwater at December31, 2019 or 2018.
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 9-INVESTMENTS (Continued)

Endowment (Continued)

The change in the Institution’s endowment funds for the year ended December311 2019 is as follows:

Amounts Not
Subject to

Donor
Restrictions

Subject to
Specified

Purposes or
Time Periods

Donor
Contributions

to be
Maintained in

Perpetuity Total

- 502,739 - 502739

- 500 1,980 2,480
- (115,230) - (115,230)
- (114,730) 1,980 (112,750)

30,000 548,178 2,130,672 2,708,850

funds for the year ended December311 2018 is as follows:

Donor
Amounts Not Subject to Contributions

Subject to Specified to be

Donor Purposes or Maintained in
Restrictions Time Periods Perpetuity Total

30,000 332,192 2,126,962 2,489,154

- 249,959 - 249,959
- (311,367) - (311,367)

- (61,408) - (61,408)

-
- 1,730 1,730

- (110,615) - (110,615)
- (110,615) 1,730 (108,885)

30,000 160,169 2,128,692 2,318.861

30,000 160,169

168,357
334,382

2,128,692 2,318,861

- 168,357
- 334,382

Endowment Assets, January 1, 2019

Investment Return:
Investment Income
Unrealized Gains (Losses)
Less: Fees

Total Investment Return

Contributions
Released from Restrictions

Endowment Assets, December31, 2019

The change in the Institution’s endowment

Endowment Assets, January 1, 2018

Investment Return:
Investment Income
Unrealized Gains (Losses)
Less: Fees

Total Investment Return

Contributions
Released from Restrictions

Endowment Assets, December31, 2018
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
AT DECEMBER 31, 2019 and 2018

NOTE 10- COMMITMENTS AND CONTINGENCIES

Health Reimbursement Arrangement

The Institution offers employees a health expense reimbursement benefit whereby the institution covers
employee’s medical costs above a certain amount until the employee meets the high insurance
deductible. There were approximately 53 and 52 employees covered by this benefit at December 31,
2019 and 2018, respectively. A liability for these medical costs reimbursements is contingent on a
specific event that is outside the control of the employer and therefore are not recorded as a liability in
these financial statements.

Contracts

The Institution has employment contracts with various staff with commitments that extend past 2019. In
general future expenditures are contingent upon continued employment, so no liability has been
recorded in these financial statements with the exception of those employment contracts including a
benefit triggered on separation from employment. Any such benefits are included with accounts
payable and accrued expenses on the Statement of Financial Position.

Bond Payable Covenant

As referred to in the long term liability note (see note 5 for more information) the Institution has a
restrictive covenant to maintain a debt service coverage ratio of 1.1 or higher. At December31, 2019
and 2018, the Institution was in compliance with this covenant.

General

The Institution is exposed to various risks of loss related to torts, theft of, damage to, and destruction of
assets, errors and omissions, injuries to employees, and natural disasters. The Institution purchases
commercial insurance for the risks of losses to which it is exposed.

There have been no significant reductions in the commercial coverage from the prior year. The
Institution is not aware of any material actual or potential claim liabilities which should be recorded at
December 31, 2019 or 2018.

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures that
may be disallowed by the grantor cannot be determined at this time, although the Institution expects
such amount, if any to be immaterial.

NOTE 11- RELATED PARTY TRANSACTIONS

The Institution actively maintains a Conflict of Interest Policy: which Trustees review and discuss
annually during a regular meeting of the Board of Trustees. All Trustees and key non-Trustee
members of board committees acknowledge review of this policy and disclose potential conflicts of
interest on an annual basis.
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
ATDECEMBER 31, 2019 and 2018

NOTE 11— RELATED PARTY TRANSACTIONS (Continued)

During 2019 and 2018, a Trustee of the Institution rented lab, office and/or housing space from the
Institution and paid $20,124 and $17,998, respectively, for use of the facilities. During 2019 and 2018
this Trustee also performed course-related services for the Institution, and was paid $2,200 each year
for these services. In addition, the Trustee participated in a project at his employer that received
$44,444 and $9,151 in grant sub-awards from the Institution for 2019 and 2018, respectively.

The Institution paid four former Trustees for course related services. During 2019 and 2018, the
Institution paid $9,500 and $22,667, respectively, for the services performed. During 2019 and 2018,
one former Trustees was paid $1,500 as a consulting fee for grant writing in each year.

During 2018, the Institution paid $6,012 to the former Vice President for Administration for consulting
work after her retirement.

During 2019 and 2018, the Institution paid $17,040 and $3,039, respectively, to the former President
of the Institution for consulting work. In addition the former President is the Co-founder and Chairman
of an independent company. The Institution billed the independent company $17,306 and $16,545
during 2019 and 2018, respectively, for expenses paid on their behalf and rental of space at the
Institution.

In July 2018, the Institution hired a new President. That individual is also employed by a research
organization that has an existing contract with the Institution for lab space, use of the facilities and
reimbursement of wages and supplies. Contracted amounts paid to the Institution from July through
December 2018 while the individual was President, totaled $140,165. Contracted amounts paid to the
Institution during 2019 totaled $276,528.

Related party payables at December 31, 2019 and 2018 totaled $1,755 and $1,889, respectively.
Related party receivables totaled $37,023 and $41,272 at December 31, 2019 and 2018, respectively.

NOTE 13-CONCENTRATIONS

During 2018 and 2019, the Institution received 67% and 66%, respectively, of total operating support
and revenue from the National Institute of Health through Federal grants.

NOTE 13-BOND ISSUANCE COSTS

As of January 1, 2017, the Institution implemented FASB Accounting Standards Update No 201 5-03
Simplifying the Presentation of Debt Issuance Costs. This update requires that bond issuance costs
related to a recognized debt liability be presented in the balance sheet as a direct deduction from the
carrying amount of that debt liability, consistent with debt discounts. The recognition and measurement
guidance for debt issuance costs are not affected by the amendment. The effect of the change is that
debt issuance costs are no longer shown as an asset and are instead reported as a direct reduction
from long term liabilities. Debt Issuance costs are being amortized on the straight line method over
the life of the related bond payable. The annual amount is $6,421 through 2036.
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
NOTES TO FINANCIAL STATEMENTS
ATDECEMBER 31, 2019 and 2018

NOTE 14- SUBSEQUENT EVENTS MEASUREMENT DATE

The Mount Desert Island Biological Laboratory monitored and evaluated any subsequent events for
footnote disclosures or adjustments required in its financial statements from the year end of December
31, 2019 through May 11, 2020, the date on which the financial statements were available to be issued.

Due to the market unrest associated with the recent global pandemic, the Institution’s investments have
experienced an 11.24% decline in market value from December31, 2019 balances. The Institution is
unable to predict the long-term effects, but expects the decline to be temporary in nature.

NOTE 15-RESTATEMENT

Net assets reclassified from assets with donor restrictions to net assets without donor restrictions
resulting from the adoption of ASU 2016-14 totaled $6,267,173 at December 31, 2018. The
reclassification is a result of a bank required reserve formerly being reported as Temporarily Restricted
Net Assets.
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MOUNTDESERTISLAND BIOLOGICAL LABORATORY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2019

Federal Grantor/Pass-Through Research & Federal Award Passed-Through Total

Grantor/Program Title Development CFDA Number Date to Sub Recipients Expenditures

National Institutes of Health:

National Institute of General Medical Sciences:

Biomedical Research and Research Traimng Programs.

Comparative Functional Genomics INBRE in Maine

Comparative Biology of Tissue Repair, Regeneration & Aging

The Function of Germ Granules in Maintaining Pluripotency in the C. Elgans

Germllne

The Regulation of Polyploidy in Health and Disease

Bloinformatics Train the Trainer (Ta): The tntegrat’on of Bioinformalics

Into an Undergraduate Biology Curriculum

Understanding Germ Cell Pluripotency Through an Inducible P-Granule

Degradation System

Data to Action A Secondary School-Based Citizen Science Project to

Address Arsenic Contamination of Well Wale-

Passed-Through Tufts University

Regulation cf Eukaryotc mRNA Polyadenyaticri by Sustained Stress

Passed-Through Cetdara Medical, LLC

DRIVEN: Acce’erating Medical Ertrepreneursh;p in the Northeas:

_________________________________

National Institute of Diabetes and Digestive and Kidney Diseases:

Diabetes, Dgestive and Kidney Diseases Extramural Research Proçrams:

Orig.ns of Renal Physiology

Eunice Kennedy Shriver National Institute of Child Health and Human Development:

Cb ‘d Health and Human Development Extramural Research Gene Regularity

Circa try Underlying the Dynamic Control or Glucoconcoid Signaling

National Institute on Aging:

Ag rg Research - Nonsense Mediated Decay and Alternative Splicng in

Lifespan Extension from Dietary Reslrction in C. Egans

Agng Research - Modeling DR and mRNA Translaton to Understard

Adap:ive Mechanisms that Promote Health

_______________________________

National Institute of Biomedical Imaging and Bioengineerlng:

Trans-NIH Research Support - Establis.ning a Network of SKilled BD2K

Practiliorrs

_______________________________

National Heart, Lung and Blood Institute:

Passed-Through The Jackson Laboratory

Blood Diseases and Resources Research - Cr,tica Regulatory C rcuils

in Blood Formation

________________________________

Total National Institutes of Health

________________________________

National Science Foundation:

Biological Sciences - REU Site: Exploring 21st Century Careers in the

Biological Sciences: A Comparative Regenerative Biology Approach

Passed-Through Tufts University

Biological Sciences - Molecular Dissection of Eukaryotic Transcription

Termination Mechanisms

____________________________________

Total National Science Foundation

________________________________

Total Federal Funds I R&D Cluster

ee dependent auditor’s report and accompanying noles to schedule of expenditures of federal awards
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1,866,354 3,233,368

108,235 1,925,516

324,390

187,425

88,907

55,630

64250 262,431

28,’71

Yes

Yes 93.859 9117119

Yes 93.859 6/13/18

Yes 93.859 3121119

Yes 93.859 8)2/19

Yes 93.859 6/28119

Yes 93.859 8/29119

Yes 93.859 9/I /9

Yes 93.859 5/I/IS

Yes 93.859 9/1/18

Yes 93.847 4/30/19

93.865 7/16/19

Yes 93.866 5118/18

Yes 93.866 8/29/19

Yes 93.310 6/28/19

Yes 93.839 3/1119

Yes 47.074 4/1/19

Yes 47.074 9/1/18

35,004

2,038,840 6140,842

105,611

- 105.611

54.684

- 54,684

1 84,580

76.681

- 261.261

40,814

- 40,814

14,231

- 14,231

2,036,840 6,617,443

119,747

45,021

- 164,768,

2,038,840 6,782,211



The Mowit Desert Island Biological Laboratory
Notes to the Schedule of Expenditures of Federal Awards
At December 31, 2019

Note 1: General

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal
grant activity of The Mount Desert Island Biological Laboratory (the Institution) for the year ended
December 31, 2019.

Note 2: Basis of Accounting

The accompanying schedules are prepared and presented using the accrual basis of accounting. This
basis of accounting is described in Note ito the Institutions basic financial statements. The information
in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulation Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of the Mount Desert Island Biological Laboratory, it is not intended to, and does not, present
the financial position, changes in net position, or cash flows of the Mount Desert Island Biological
Laboratory; therefore some amounts presented in this schedule may differ from the amounts presented
in, or used in the preparation of, the basic financial statements. The Organization did not elect to use the
10% de minimis indirect cost rate.

Note 3: Relationship to Basic Financial Statements

Governmental Accounting Standards Board (GASB) Statement No. 33 provides that grant revenue
should be recognized when all applicable eligibility requirements are met, and, under accrual
accounting, when the resources are available. Therefore, the proceeds of grants which do not specify

time requirements, and for which all other eligibility requirements have been met, are recognized as
revenues in the current fiscal year. Expenditures are recognized in the fiscal year spent for the
required purpose.

Note 4: Program Clusters

0MB Circular A-i33 defines a cluster of programs as a grouping of closely related programs that share
common compliance requirements. According to this definition, similar programs deemed to be a
cluster of programs are tested accordingly.

Note 5: Contingency

The grant revenue amounts received are subject to audit and adjustment. If any expenditures or
expenses are disallowed by the grantor agencies as a result of such an audit, any claim for

reimbursement to the grantor agencies would become a liability of the Mount Desert Island Biological
Laboratory. In the opinion of management, all grant expenditures are in compliance with the terms of
the grant agreements and applicable federal and state laws and regulations.

-27-
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INDEPENDENT AUDITORS’ REPORT 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

To the Board of Trustees of
Mount Desert Island Biological Laboratory

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 Mount Desert Island Biological
Laboratory (a nonprofit organization), which comprise the statement of financial position as of December31,
2019, and the related statements of activities and cash flows for the year then ended, and the related notes
to the financial statements, and have issued our report thereon dated May 11, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Mount Desert Island
Biological Laboratory’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 Mount Desert
Island Biological Laboratory’s internal control. Accordingly, we do not express an opinion on the effectiveness
of Mount Desert Island Biological Laboratory’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 a 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.
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Compliance and Other Mafters

As part of obtaining reasonable assurance about whether Mount Desert Island Biological Laboratory’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 on the effectiveness of the organization’s internal
control oron compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the organization’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

4Aft J!L’C
HMV, LLC
Ellsworth, ME
May 11,2020
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Trustees of
Mount Desert Island Biological Laboratory

Report on Compliance for Each Major Federal Program

We have audited Mount Desert Island Biological Laboratory’s compliance with the types of compliance
requirements described in the 0MB Compliance Supplement that could have a direct and material effect on
each of Mount Desert Island Biological Laboratory’s major federal programs for the year ended December
31, 2019. Mount Desert Island Biological Laboratory’s major federal programs are identified in the summary
of auditors’ 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Mount Desert Island Biological
Laboratory’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 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 Mount Desert Island
Biological Laboratory’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 Mount Desert Island Biological
Laboratory’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Mount Desert Island Biological Laboratory 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 December 31, 2019.

Report on Internal Control Over Compliance

Management of Mount Desert Island Biological Laboratory 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 Mount Desert Island Biological Laboratory’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 Mount Desert Island Biological Laboratory’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.

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.

286
HMV, LLC
Ellsworth, ME
May 11, 2020
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEJSER 31, 2019

Section I - Snmimwy of Auditors’ Results

Financial Statements

Type of auditors’ report issued: [unqualified, qualified, adverse,
disclaimer]

Internal control over financial reporting:

Material weakness(es)identified? — Yes X No

Reportable conditions Cs) identified
not considered to be material Yes X None
reported
weaknesses?

Noncompliance material to financial

_________

Yes X No
statements noted?

Federal Awards

Internal Control over major programs: —

Material weaknesses identified? — Yes X No

Reportable condition Cs) identified -

not considered to be material — Yes X None
reported weaknesses?

Type of auditors’ report issued on compliance -

for major programs: [unqualified, qualified, adverse,
disclaimer]

Any audit findings disclosed that are required —

to be reported in accordance with
CFR 200.516(a)? —

_______

Yes X No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

93.859, 93.847, 93.865, 93.866, 93.310, 93.839, 47.074 Research and Development Cluster
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THE MOUNT DESERT ISLAND BIOLOGICAL LABORATORY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2019

Dollar threshold used to distinguish -

Between Type A and Type B prograns - S 750’, DCC

Auditee qualified as low—risk auditee? - Yes X No

Financial Statement Findings

None Reported.

Federal Award Findings and Questioned Costs

None Reported.

Summary of Prior Year Findings

None Reported.
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