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Report 1

Report of Independent Auditors

To the Board of Trustees of
Woods Hole Oceanographic Institution

In our opinion, the accompanying statement of financial position and the related statements of activities and
cash flows present fairly, in all material respects, the financial position of Woods Hole Oceanographic
Institution (the "Institution”) as of December 31, 2005 and the changes in its net assets and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United States of
America. These financial statements are the responsibility of the Institution's management. Qur
responsibility is to express an opinion on these financial statements based on our audit. The prior year
summarized comparative information has been derived from the Institution's 2004 financial statements, and
in our report dated March 17, 2005, we expressed an unqualified opinion on those financial statements. We
conducted our audit of these statements 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 of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In accordance with Government Auditing Standards, we have also issued our report dated April 24, 2006,
except for Note 13 for which the date is October 4, 2006, on our consideration of the Institution'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 for the year ended December 31, 2005. 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 the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The accompanying Schedule of Expenditures of Federal Awards for the year ended December 31, 2005 is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required
part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects, in relation to the basic financial statements taken as a whole.

Puisaloteeloypean— G

April 24, 2006, except
for Note 13, for which
the date is October 4, 2006



Woods Hole Oceanographic Institution

Statement of Financial Position

December 31, 2005 (with summarized information as of December 31, 2004)

2008 2004
Assefs
Cash, unrestricted 21,360,187 $ 12,669,347
Cash, restricted 1,027,019 382,421
Reimbursable costs and fees
Billed (net of allowance for doubtful accounts of $210,351 for 2005
and $226,658 for 2004) 2,056,178 3,335,365
Unbilled 6,865,329 6,458,930
interest and dividends receivable 328,632 276,130
Other receivables (Note 12) 771,182 2,970,530
Pledges receivable, net 4,807,837 6,879,190
Inventory 1,171,878 1,233,746
Deferred charges and prepaid expenses 651,835 1,402,357
Investments, pooled 307,996,468 287,277,109
Investments, nonpeoled 5.0,70,498 5,237,388
Deposits with trustees for construction 3,038,552 24,278,081
Beposits with trustees for debt service 1,898,102 3,154,350
Prepaid postretirement benefit cost 788,826 639,297
Supplemental retirement 6,585,207 6,537,921
Intangible pension asset (Note 8) 13,674,720 -
Other assets 9,135,667 17,384,437
Deferred financing costs 1,225,865 1,268,753
388,473,982 381,385,552
Property, plant and equipment
Land, buildings and improvements 113,546,891 68,493,906
Vessels and dock facilities 7,180,241 6,442,869
Laboratory and other equipment 21,098,120 18,132,850
Construction in process 3,253,157 24,195,589
' 145,078,409 117,265,214
Accumulated depreciation (58,641,850) (53,404,419}
Net property, plant and equipment 86,436,519 63,860,795
Remainder trusts 10,390,619 10,043,233
Total assets 485,301,120 $ 455,289,580
Liabilities
Accounis payable and other liabilities (Note 12) 14,445,711 3 17,845,971
Accrued payrolt and retated liabilities 5,166,992 5,291,214
Payable for investiments purchased 32,435 47,251
Deferred fixed rate variance 3,121,743 129,500
Accrued supplemental retirement benefits 6,585,207 6,537,921
Accrued pension liability (Note 8) 28,795,900 24,697,407
Deferred revenue and refundable advances 7,115,866 6,739,232
Bonds payable 54,850,000 54,830,000
Total liabilities 120,113,914 116,138,496
Temporarily Permanently
Unrestricted Restricted Restricied
INet Assets
Undesignated 3 13,289,946 3 - - 13,289,946 10,306,900
Pension (14,039,903) - - (14,039,903) (23,703,136)
Designated 3,886,150 7,948,249 - 11,834,399 10,391,968
Pledges and other - 3,929,154 11,760,091 15,689,445 18,020,853
Plant and facililiss 29,868,877 - - 29,868,877 29,968,854
Education - 2,846,933 - 2,846,933 3,437,863
Endowment and similar funds 70,942,327 176,151,331 58,603 851 305,697,509 290,729,782
Tota! net assets 5 103,947,397 § 190,875,867 70,363,942 365,187,206 339,151,084
Total liabilities and
net assels 485,301,120 8 455,289,580

The accompanying notes are an integral part of these financial statements,
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Woods Hole Oceanographic Institution

Statement of Activities

Year Ended December 31, 2005

(with summarized information for the year ended December 31, 2004)

Operating revenues
Fees
Sponsored research

Government

WNongovermment

Ships and subs operationy

Sponsorad research assets released to operations
Education

Truition

Investrnent tetum designated for education

Gifls

Ecducation funds released from restriction
investment retum designated for current operations
Contributions and gifts, net of releases from restrictions
of §737,803 and $884,486 in 2005 and 2004, respectively
Contributions in kind
Rental income
Communication and publications
Other

Total revennes

Expenses
Sponsored research
National Science Foundation
United States Navy
Subcontracts
Nationa! Qceanic & Atmospheric Administration
Department of Energy
United States Geological Survey
National Acronautics & Space Administration
Ships Operations
Submersible and ROV aperations
Privately funded grants
Orher
Education
Faculty expense
Student expense
Postdoctoral programs
Cther
Rental expenses
Commimication, publications and development
Fundraising expenses
Unsponsored proprams
Other expenses

Total expenses
Change in net gssets from operating activities

Nonoperating, income
Investment returm in ¢xcess of amounts designated for
spansared research, education and current operations
Net realized/unrealized gains {losses) on imterest swap
Changg in value of split interest agreements
Contributions and gifls
Net assets released from restriction

Nanoperating cxpenses
Criher nonoperating expsnses
Net periodie pension cost (Note 8)
Redesignation of gifts and wansfers to operating
Write-off of fixed assets

Change in net assels from nonopexsting activities

Change in net assets from operating and
nicnoperating activities

Changg in additional pension minimum liabiliey {Note 8)
‘Total change in net assets

Net assets at beginning of year

Net assets at end of year

Unrcestricted
Sponsered Temporarily Permanently
Operating Research Restricted Restricted 2008 204
s 232,291 s 232291 % 576,645
5 70,174,037 70,174,037 67,496,538
16,231,346 S 4,910,827 2L162,173 21,012,293
20,895,382 20,893,382 20,102,588
112,409,418 {107,320,765) (5,088,653) - -
3,773 444 3,773,444 4,455,307
3,867,255 1,761,550 5,628,845 5,585,654
209,503 209,503 351,013
2,562,023 (2,562,023) - -
3,464,370 3,464,870 3,381,128
12,385,611 (396,265) § 822,997 12,812,343 32,805,394
622,183 622,183 267,687
743,687 743,687 660,191
252,830 252,830 294,620
533,062 533,062 544,184
140,846,674 - (1,165,021 822,657 140,504,650 136,533,246
42,551,224 42,551,224 41,499,749
12,094,974 12,094,074 14,223,555
10,174,343 10,174,343 12,127,174
10,480,622 19,430,622 8,514,822
321,065 521,065 690,864
1,469,623 1,469,623 999,024
980,943 980,943 741,428
15,307,124 15,307,124 14,809,301
5,588,258 5,588,258 5,293,287
4,323,674 4,323,674 3,126,607
8,918.468 8,918,468 6,447,780
3,583,387 3,583,387 2,930,827
4,175,940 4,175,946 3,963,605
413,616 413,616 369,900
721,29 721,291 687,280
538,897 538,897 498,164
2,628,541 2,628,541 2,572,930
2,620,896 2,620,896 2,507,237
6,182,535 6,182,535 5,279,053
1,284,272 1,284,272 920,888
134,558,799 - - - 134,558,795 128,203,477
6,287,875 - {1,165,021) 822,967 5,945,851 8,320,769
3,153,328 9,121,972 12,275,300 19,535,160
(640,157} (649,157) (4,020,690)
52,687 6,353 319,097 378,137 (643,575}
5,000 5,000 15,502
5,000 (5,000) - -
(99,976) (95,976) {49,976)
(4,389.971) (4,389,971) 9,004,045)
(1,090,000) (404,458) 1,190 {1,493,268) (2.036,589)
- (511,023)
{3,009,089) - 8,723,367 320,287 6,035,065 3,234,764
3,278,786 -~ 7,558,846 1,143,284 11,980,916 11,564,533
14,055,206 14,055,206 !14,055,206!
17,333,992 - 7.538.846 1,143,284 26,036,122 (2,490,673}
86,613,405 . 183,317,021 69,220,658 339,151,084 341,641,757
5 103,947357 & - & 150,875,867 $ 70,363,942 8 365,187,206 $ 339,151,084

The accompanying notes are an integral part of these financial staternents.
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Woods Hole Oceanographic Institution

Statement of Cash Flows
Year Ended December 31, 2005

(with summarized information for the year ended December 31, 2004)

Cash flows from operating activities
Total change in net assets

Adjustments to reconcile incyease (degrease) in net assets (o net cash provided by (used in)

operating activities
Depreciation and amortization
Change in split interest agreements
Allowance for uncollectible pledges
Discount on pledges .
et realized and umrealized (gain) loss on investments
Additional minimom pension liability
Contributions te be used for Jong-term investment
Gift of property
{crease) decrease in assets
Restricted cash
[nterest and dividends receivable
Reimbursuble costs and fues
Bilied
Linkilled
Other reccivables
Pledges receivable
Inventory
Dreferred charges and propaid expenses
Deferred fixed rate variance
Other assets
Remainder trusts
Prepeaid pension cost
Supplemental retirement
Increase {decrease) in liabilities
Accrued pension liability
Accounts payable and other liabilities
Accrued payroll and related Habilities
Deferred revenus and refundable advances
Acerued supplemental retirement bessfits
Deferred fixed rate variance

Net cash provided by (used in) operating activities

Cash flows from investing activities
Capital expenditures
Additions 1o property and equipment
Endowment
Receivable for investments sold
Payable for investments purchased
Proceeds from the sale of investments
Purchase of investments
Change in constructicn fund
Change in debt service funds

Net cash provided by (used in} investing activities

Cusi flows from financing activities

Borrowings under debt agreement

Loan payments

Dreferred financing costs

Proceeds from bends deposited into copstruction find
Proceeds from bonds deposited into debt service fands
Coniributions to be used for long-lerm investment

Net cash provided by financing activities
Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplementa)l disclosures
Cash paid for interes1
Noncash activity

Gift of property

Construction in process additions remaining in aceeunts payable

Change in intangible pension asset

The accompanying notes are an integral part of these financial statements.
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2005 2004
26,036,122 (2,490,672)
5,882,972 5,180,075
{378,137 643,575

75,008 93,679
(127,932) 215,801
(24,591,314) (27.688,898)
(14,055,206) 14,055,206
(2,395,237 (2,553,132)
- (5,034,355)
{644.598) 1,125,334
(52,502} 221,811
1,279,187 (1,606,730
(406,359) (1,788,301)
2,199,348 5,064,081
2,124,187 (2.341,974)
61,368 (149,622
750,522 (626,839)
- 3,197,693
8,228,770 (366,431)
- (43,044)
(149,529) 149,529
(47,286} (280,882)
4,478,979 9,340,167
(5,609,326) {3,903,560)
(124,222) (936,736)
376,634 1,423,696
47286 280,882
2,992,243 129,500
5951028 (8,690,848)
(26,175,431} (20,007,169)
. 22,044,791
(14,816) 47,251
95,045,755 130,132,661
(91,006,910} (146,911,010)
21,239,529 -
1,256,248 .
344,375 (14 693,476)
- 54,850,000
- (10,724,206)
- {1,290,196)
- (24,278.081)
- (3.154,350)
2,395.237 2,553,132
2,195.237 17.956,299
8,690,640 (5,428,025)
12,669,547 18,007,572
21,360,187 12,669,547
663,969 761,500
- 5,034,355
2,240,377 4,523,689
13,674,720 5,644,240



Woods Hole Oceanographic Institution
Notes to Financial Statements
December 31, 2005

1. Background

Woods Hole Oceanographic Institution (the "Institution") is a private, independent not-for-profit
research and educational institution located in Woods Hole, Massachusetts, Founded in 1930, the
Institution is dedicated to working and learning at the frontier of ocean science and attaining
maximum return on intellectual and material investments in oceanographic research.

The Institution is a qualified tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code as it is organized and operated for education and scientific purposes.

2. Summary of Significant Accounting Policies

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis and in accordance
with the reporting principles of not-for-profit accounting.

The financial statements include certain prior-year summarized comparative information, but do
not include sufficient detail to constitute a presentation in conformity with accounting principles
generally accepted in the United States of America. Accordingly, such information should be read
in conjunction with the Institution's audited financial statements for the year ended December 31,
2004, from which the summarized information was derived.

Net assets, revenues, and realized and unrealized gains and losses are classified based on the
existence or absence of donor-imposed restrictions and legal restrictions imposed under
Massachusetts State law. Accordingly, net assets and changes therein are classified as follows:

Permanently Restricted Net Assets

Permanently restricted net assets are subject to donor-imposed stipulations that they be maintained
permanently by the Institution. Generally the donors of these assets permit the Institution to use all
or part of the income earned and capital appreciation, if any, on related investments for general or
specific purposes.

Temporarily Restricted Net Assels

Temporarily restricted net assets are subject to donor-imposed stipulations that may or will be met
by actions of the Institution and/or the passage of time. Unspent gains on permanent endowment
are classified as temporarily restricted until the Institution appropriates and spends such sums in
accordance with the terms of the underlying endowment funds and in accordance with
Massachusetts law, at which time they will be released to unrestricted revenues.

Unrestricted Net Assets

Unrestricted net assets are not subject to donor-imposed stipulations. Revenues are reported as
increases in unrestricted net assets unless use of the related assets is limited by donor-imposed
restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses on
investments and other assets or liabilities are reported as increases or decreases in unrestricted net
assets unless their use is restricted by explicit donor stipulations or law. Expirations of temporary
restrictions on net assets, that is, the donor-imposed stipulated purpose has been accomplished
and/or the stipulated time period has elapsed, are reported as reclassifications between the
applicable classes of net assets. Amounts received for sponsored research {under exchange
transactions) are reflected in unrestricted sponsored research and released to operations when spent
for the appropriate purpose, or as deferred revenue if expenditures have yet to be incurred.



Woods Hole Oceanographic Institution
Notes to Financial Statemenis
December 31, 2005

Contributions

Contributions, including unconditional promises to give, are recognized as revenues in the period
received. Coniributions subject to donor-imposed stipulations that are met in the same reporting
period are reported as unrestricted support. Promises to give that are scheduled to be received after
the balance sheet date are shown as increases in temporarily restricted net assets and are
reclassified to unrestricted net assets when the purpose or items' restrictions are met. Certain
releases from temporarily restricted amounting to $737,803 and $884,486 for the years ended
December 31, 2005 and 2004, respectively, are netted against contributions and are included in
unresiricted sponsored research. Promises to give, subject to donor-imposed stipulations that the
corpus be maintained permanently, are recognized as increases in permanently restricted net assets.
Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions other than cash are generally
recorded at market value on the date of the gift (or an estimate of fair value), although certain
noncash gifts, for which a readily determinable market value cannot be established, are recorded at
a nominal value until such time as the value becomes known. Contributions to be received afier
one year are discounted at the appropriate rate commensurate with risk. Amortization of such
discount is recorded as additional contribution revenue in accordance with restrictions impased by
the donor on the original contribution, as applicable. Amounts receivable for contributions are
reflected met of an applicable reserve for collectibility.

The Institution reports contributions in the form of land, buildings, or equipment as unrestricted
operating support at fair market value when received.

Dividends, interest and net gains on investments of endowment and similar funds are reported as
follows:

» as increases in permanently restricted net assets if the terms of the gift require that they be
added to the principal of a permanent endowment fund;

+ as increases in temporarily restricted net assets if the terms of the gift or relevant state law
impose restrictions on the current use of the income or net realized and unrealized gains; and

v as increases in unrestricted net assets in all other cases.

Operations

The statement of activities report the Institution's operating and nonoperating activities, Operating
revenues and expenses consist of those activities attributable to the Institution's current annual
research or educational programs, all gifts received except those received for property, plant and
equipment purposes and a component of endowment income appropriated for operations (Note 3).
Unrestricted endowment investment income and gains over the amount appropriated under the
Institution's spending plan are reported as nonoperating revenue as investment return in excess of
amounts designated for sponsored research, education and current operations. Nonoperating
revenue also includes the change in value of split interest agreements, contributions restricted for
property, plant and equipment purposes, gains or losses on disposals of fixed assets, net
realized/unrealized gains (losses) on interest swaps and the net periodic pension cost on the
noncontributory defined benefit pension plan that is not reimbursed by the employee benefit fixed
rate. Additionally, nonoperating activities includes redesignation of donor gifts and depreciation
on certain government-funded facilities.



Woods Hole Oceanographic institution
Notes to Financial Statements
December 31, 2005

Cash and Cash Equivalents

Cash and cash equivalents consist of cash, money market accounts, certificates of deposit and
overnight repurchase agreements with initial maturities of three months or less when purchased
which are stated at cost and approximates market value.

Included in restricted cash at December 31, 2005 and 2004 is $782,927 and $142,991, respectively,
representing advances received from the United States Navy and other U.S. Government and state
agencies. Such amounts are restricted as to use for research programs. Interest earned on unspent
funds is remitted to the federal government.

Also included in restricted cash at December 31, 2005 and 2004 is $244,092 and $239,430,
respectively, representing cash restricted by the Massachusetts Department of Public Health.
Interest earned on unspent funds is reinvested within the restricted cash account.

In addition, cash and cash equivalents include uninvested amounts from each classification of net
assets (e.g., endowment). '

Invesiments

Investment securities are carried at market value determined as follows: securities traded on a
national securities exchange are valued at the last reported sales price on the last business day of
the year; securities traded in the over-the-counier market and listed securities for which no sales
prices were reported on that day are valued at closing bid prices. The value of publicly traded
securities is based upon quoted market prices and net asset values. Other securities, such as private
equity funds, for which no such quotations or valuations are readily available, are carried at fair
value as estimated by management using values provided by external investment managers, The
Institution believes that these valuations are a reasonable estimate of fair value as of December 31,
2005 and 2004 but are subject to uncertainty and, therefore, may differ from the value that would
have been used had a ready market for the investments existed and such differences could be
material.

Purchases and sales of investment securities are recorded on a trade date basis. Realized gains and
losses are computed on a specific identification method. Investment income, net of investment
expenses, is distributed on the unit method.

Invesiment Income Unitization

The Institution's investments are pooled in an endowment fund and the investments and allocation
of income are tracked on a unitized basis. The Institution distributes to operations for each
individual fund an amount of investment income earned by each of the fund's proportionate share
of investments based on a total return policy.

The Board of Trustees has appropriated all of the income and a specified percentage of the net
appreciation (depreciation) to operations as prudent considering the Institution’s long- and short-
term needs, present and anticipated financial requirements, expected total return on its investments,
price level trends, and general economic conditions. Under the Institution's current endowment
spending policy, which is within the guidelines specified under state law, between 4% and 5.5% of
a 36-month average market value of qualifying endowment investments is appropriated. This
amounted to $13,562,503 and $13,316,806 for the years ending December 31, 2005 and 2004,
respectively, and is classified in operating revenues (research, education, and operations).



Woods Hole Oceanographic Institution
Notes to Financial Statements
December 31, 2005

Deposits with Trustees

Deposits with trustees consists principally of investments in United States Government obligations
and have been deposited with trustees as required under certain loan agreements. At December 31,
2005 and 2004, respectively, the amounts consist of $1,898,102 and $3,154,350 for debt service
and $3,038,552 and $24,278,081 for construction purposes. Interest income on debt service
amounted to $61,265 in 2005 and $20,766 in 2004 and is reflected in the statement of activities
within other income. Interest income on construction funds amounted to $248,171 and $310,933 in
2005 and 2004, respectively, and is reflected in the statement of activities within other income.

Inventories

Inveniories are stated at the lower of cost or market. Cost is determined using the first-in, first-out
method,

Contracts and Grants
Revenues earned on contracts and grants for research are recognized as related costs are incurred.

The Institution received approximately 90% and 92% of its sponsored research revenues from
government agencies including 55% and 57% of its operating revenues from the National Science
Foundation and 11% and 14% from the United States Navy in fiscal years 2005 and 2004,
respectively. Although applications for research funding to federal agencies historically have been
funded, authorizations are subject to annual Congressional appropriations and payment.

Deferred Financing Costs

‘Costs incurred in connection with the placement of the Massachuseits Health and Educational
Facilities Authority, Variable Rate Revenue Bonds, Woods Hole Oceanographic Institution Issue,
Series 2004, have been deferred and are being amortized over the term of the obligation ona
straight line basis.

Interest Rate Swap

The Institution has entered into an interest rate swap agreement on the Massachusetts Health and
Educational Facilities Authority, Variable Rate Revenue Bonds, Woods Hole Oceanographic
Institution Tssve, Series 2004 Bonds in order to convert a portion of the variable rate debt to fixed
rate, thereby economically hedging against changes in the cash flow requirements of the
Institution's variable rate debt obligations.

Net payments or receipts (difference between variable and fixed rate) under the swap agreement
along with the change in fair value of the swap are recorded in nonoperating activities as net
realized/unrealized gains (losses) on interest swap.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation is provided on a straight-line basis at
annual rates of 12 to 39 years on buildings and improvements, 10 to 15 years on vessels and dock
facilities and 5 to 10 years on laboratory and other equipment. Depreciation expense on property,
plant, and equipment purchased by the Institution in the amounts of $5,740,108 and 35,058,656 in
2005 and 2004, respectively, has been charged to operating activities. Depreciation on certain
government-funded facilities (the Laboratory for Marine Science and the dock facility) amounting
to $99,976 in 2005 and in 2004 has been charged to nonoperating expenses as these assets were
gifted by the Government.



Woods Hole Oceanographic Institution
Notes to Financial Statements
December 31, 2005

Construction commitments totaled $2,264,844 at December 31, 2005.

During fiscal 2005 and 2004, the Institution capitalized interest of $716,427 and $65,500,
respectively.

Included in construction in process is $669,180 and $18,799,066 at December 31, 2005 and 2004,
respectively, relating to campus development,

Conditional Asset Retirement Obligations

The Institution implemented Financial Accounting Standards Board Interpretation No. 47,
Accounting for Conditional Asset Retivement Obligations during 2005, The effects of
implementing this interpretation in 2005 were immaterial.

Use of Estimates

The preparation of the financial statements in accordance 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 the disclosure of contingent assets and
Habilities at the date of the financial statements and the reported amounts of revenues and expenses
during the period. Actual results could differ from those estimates.

3. Investments

The cost and market value of pooled investments held at December 31 are as follows:

2005 2004
Cost Market Cost Market

US treasury bonds b 27,200,000 $ 27,650,867 £ 27,200,000 § 27,254,862
Corporate bonds 17,330,371 17,194,079 17,411,829 17,620,896
Intemational bond funds 9,619,483 9,070,163 9,613,738 10,219,035
Private equity funds 51,018,353 69,197,823 40,003,133 52,910,222
Hedge funds 36,295,000 40,176,098 31,295,000 33,005,771
Domestic equities 46,578,718 55,288,876 48,425,676 39,816,051
International equities 48,693,352 62,668,897 50,282,579 63,791,628
Venture capital 28,375,188 26,702,972 28,027,323 22,611,951
Other 46,693 46,693 46,6083 46,693

Total investments 3 263,157,158 b 307,996,468 3 252,305,991 $ 287,277,109

The nonpooled investments with a cost of $5,200,0620 and a market value of $5,070,498 at
December 31, 2005 are invested in a private bond fund.
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The following schedule summarizes the investment return on pooled and nonpooled investments
and its classification in the statement of activities:

Dividend and intergst income $
Investment management costs

Net realized gains

Change in unrealized appreciation

Total return on investments

Invesiment return designated for
Sponsored research
Education
Current operations

Total distributions to operations

Investment return in excess of
amounis designated for sponsored
research, cducation and current
operations §

Temporarily 2005 2004
Unrestricted restricted Total Total
1,996,691 $ 1,761,590 $ 3,758,281 3 6,813,948
(2,069,753) - (2,069,753} (1,275,801}
3,893,821 12,996,199 16,890,020 17,142,121
6,664,694 1,036,600 7,701,294 10,546,777
10,485,453 15,794,389 26,279,842 33,227,045
- {4,910,827) (4,910,827 (4,725,103)
{3,867,255) {1,761,590) (3,628,845) (5,585,654)
(3,464,870) - (3,464,870) (3,381,128)
(7,332,125 (6,672,417} (14,004,542) {13,691,885)
3,153,328 $ 9,121,972 $ 12,275,300 $ 19,535,160

- Investment return distributed to operations includes $442,039 and $375,079 earned on non-
endowment investments for the years ended December 31, 2005 and 2004, respectively.

As a result of market declines, the fair value of certain donor restricted endowments is less than the
historical cost value of such funds by $232,279 at December 31, 2005 and $434,022 at

December 31, 2004. These unrealized losses have been recorded as reductions in unrestricted net
assets. Puture market gains will be used to restore this deficiency in unrestricted net assets before
any net appreciation abave the historical cost value of such fund increases temporarily restricted

net assets.

Investment securitics are exposed to various risks such as interest rate, market and credit risks.
Due to the level of risk associated with certain investments, it is at least reasonably possible that
changes in the value of investment securities will occur in the near term and that such changes
could materially affect the market values and the amounts reported in the statement of financial

position.

Endowment income for pooled investments is allocated to each individual fund based on a per unit
valuation. The value of an investment unit at December 31 is as follows:

Unit value, beginning of year
Unit value, end of vear

Net change for the year
Investment income per unit for the year

Total refurn per unit

2003 2004
$ 41517 % 3.9177
4.3755 4.1517
2238 2340
0173 0361
$ 2411 8§ 2701
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Pledges Receivable

Pledges that are expected to be collected within one year are recorded at their net realizable value.
Pledges that are expected to be collected in future years are recorded at the present value of
estimated future cash flows. The present value of estimated future cash flows has been measured
utilizing a discount rate equivalent to U.S. Treasury yields of similar maturity (ranging from 2.36—
3.63, depending upon the anticipated pledge fulfillment date).

Pledges receivable consist of the following at December 31;

2005 2004
Unconditional promises expected to be collected in:
Less than one year $ 2,127,027 § 2,372,251
One year fo five years 3,208,472 5,087,435
Reserve for uncollectible pledges receivable {373.485) (298,387)
Unamortized discount (154,177) (282,109}

$ 4,807,837 § 6,879,190

Contribution Receivable from Remainder Trusts

The Institution recorded $10,390,619 and $10,043,233 at December 31, 2005 and 2004,
respectively, relating to various charitable remainder trusts in its statement of financial position.
The receivable and related revenue is measured at the present value of estimated future cash flows
to be received and recorded in the appropriate net asset category based on donor stipulation.
During the term of these agreements, changes in the value are recognized based on amortization of
discounts and changes in actuarial assumptions.

Deferred Fixed Rate Variance

The Institution receives funding or reimbursement from federal government agencies for sponsored
research under government grants and contracts. Revenue is recognized as related costs are
incurred. The Institution has negotiated fixed rates with the federal government for the recovery of
certain fringe benefits and indirect costs on these grants and contracts. Such recoveries are subject
to carryforward provisions that provide for adjustments to be inciuded in the negotiation of future
fixed rates. The deferred fixed rate variance accounts represent the cumulative amount owed to or
due from the federal government. The Institution's rates are negotiated with the Office of Naval
Research {ONR), the Institution's cognizant agency.

11
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The composition of the deferred fixed rate variance is as follows:

Deferred Fixed Rate Variance asset, December 31, 2003 $ 3,197,693
2004 indirect costs 51,834,850
2003 adjustment . 1,081
Amounts recovered (55,163,124)
2004 change (3,327,193)

Deferred Fixed Rate Variance liability, December 31, 2004 (129,500)
2005 indirect costs — 53,394,255
2004 adjustment (5,572)
Amounts recovered {56,380,926)
2004 change ‘ (2,992,243)

Deferred Fixed Rate Variance liability, December 31, 2005 § (3,121,743)

As of December 31, 2005 the Institution has received a cumulative recovery in excess of expended
amounts of $3,121,743 which will be reflected as a deduction to future year recoveries. This
amount has been reported as liability of the Institution.

7. Bonds Payable

In fiscal 2004, proceeds were received from the offering of the $54,850,000 Massachusetts Health
and Educational Facilities Authority (MHEFA) Variable Rate Revenue Bonds, Woods Hole
Oceanographic Institution Issue, Series 2004, which were used to repay the MHEFA B Poo! loans
and are being used for campus construction. The bonds contain certain restrictive covenanis
including limitations on obtaining additional debt, filings of annual financial statements and
limitations on the creation of liens. In addition, the Institution agrees that, subject to any
governmental restrictions, its fiduciary obligations and limitations imposed by law, it will maintain
unrestricted resources at a market value equal to at least 75% of all outstanding indebtedness. The
bonds also require a debt service fund to be established. Included in deposits with trustees on the
statement of financial position is the market value of the debt service fund of $1,898,102 and
33,154,350 at December 31, 2005 and 2004, respectively. The Series 2004 Bonds are
collateralized by the Institution's unrestricted revenues. The interest rate for the Series 2004 Bonds
is variable and set weekly, and at December 31, 2003, the rate was 3.46%.

The aggregate maturities due on long-term debt at December 31, 2005 are as follows:

‘ Principal
Fiscal Year Amount
2008 $ 1,150,000
2009 1,200,000
2010 1,250,000
Thereafter 51,250,000

$ 54,850,000
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In June 2004, the Institution entered into an interest rate swap agreement, with a term through

June 1,2034, This swap effectively locks in a fixed rate of 3.79% per annum. The agreement has
a notional amount of $54,850,000. At December 31, 2005 and 2004, respectively, the market value
of the swap agreement amounted to a liability of $3,070,826 and $3,298,128 which is included in
accounts payable and other liabilities. The value of the interest rate swap is reflected within
accounts payable and other liabilities and nonoperating income/expense in the financial statements.
Additionally, the Institution paid interest expense in association with the swap agreement of
$867,459 and $722,562 which is reflected as part of the net realized/unrealized gains (losses) on
interest swap at December 31, 2005 and 2004, respectively. For internal financial reporting
purposes, the realized/unrealized loss on the interest rate swap is reflected in operating expenses,
and interest income and interest expense related to the debt is reflected in operating income and
operating expenses, respectively.

8, Retirement Plans

The Institution maintains a noncontributory defined benefit pension plan covering substantially all
employees of the Institution, a restoration plan for certain senior employees and a supplemental
benefit plan for certain other employees. Pension benefits are earned based on years of service and
compensation received. The Institution's policy is to fund at least the minimum required by the
Employee Retirement Income Security Act of 1974,

The Institution uses a December 31 measurement date for all of its plans.

Restoration Plan
Pension Benefits

2005 2004
Change in benefit obligation
Benefit obligation at beginning of year $ 1,319,056 § 1,200,690
Service cost 20,615 25,699
Interest cost 66,098 86,005
Plan amendments 510,796 (190,939)
Actuarial (gain) loss (275,626) 197,601
Benefit obligation at end of year $ 1,640,939 & 1,319,056
Funded status $ (1,640,939 §$ (1,319,056)
Unrecognized net actuarial loss 33,773 355,726
Unrecognized prior service cost 525,887 (28,941)
Net amount recognized $ (1,081,279 §  (992,271)
Amounts recognized in the statement of financial
position consist of
Accrued benefit liability $ (1,405,839 § (1,090,718)
Cumulative reduction in net assets - 98,447
Intangible asset 324,560 -
Net amount recognized $ (1,081,279 3 (992,271)

13
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Restoration Plan
Pension Benefits
2005 2004

Change in net assets attributable to change
in additional minimum Hability recognition $ (98,4477 % 08,447
Information for pension plans with accumulated benefit
obligations in excess of plan assets
Projected benefit obligation 1,640,939 1,319,056
Accumulated benefit obligation 1,405,828 1,690,718
Fair value of plan assets - -

Components of net periodic benefit cost

Service cost 20,615 25,699
Interest cost 66,098 86,003
Amortization of prior service cost (44,032) 87,650
Recognized actuarial loss 46,326 136,768

Net periodic benefit cost ] 80,007 % 336,122

Weighted-average assumptions used to determine
benefit obligations at December 31
Discount rate 5.75% 5.75%
Rate of compensation increase 4.50% 6.00%
“Weighted-average assumptions used to determine
net periodic benefit cost for years ended December 31
Discount rate 5.75% 6.25%
Rate of compensation increase 6.00% 6.00%

As a result of plan amendments made to the Institution's noncontributory defined benefit pension
plan, the Restoration Plan pension benefits had a corresponding change (see qualificd plan for a
summary of plan amendments).

Expected Contributions
The Institution anticipates contributing $47,570 to the Restoration Plan in 2006.

Estimated Fuiure Benefit Payments
The following benefit payments, which reflect expected future service are expected to be paid as

follows:
Benefit

Years Payments
2006 ¥ 45,570
2007 -
2008 1,816,663
2009 -
2010 and thereafter -

14
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Qualified Plan
Pension Benefits
2005 2004

Change in benefit obligation

Benefit obligation at beginning of year $177,927,242 $176,914,377

Service cost 5,922,793 7,006,323

Interest cost 9,751,495 11,250,529

Plan amendments 34,734,251 (27,041,213)

Actuarial (gain) loss (3,985,084) 18,666,776

Benefits paid (9,579,933) (8,869,550)

Benefit obligation at end of year $214,770,764  $177,927,242

Change in plan assets

Fair value of plan assets at beginning of year $150,616,331  $143,751,387

Employer contributions 1,927,020 -

Actual return on plan assets 12,958,470 15,734,494

Benefits paid (9,579,933) (8,869,550)

Fair value of plan assets at end of year $155,921,888 $150,616,331

Funded status $ (58,848,876) $(27,310,911)
Unrecognized net actuarial loss 27,551,799 36,107,982
Unrecognized prior service cost 17,257,176 (18,447.001)

Net amount recognized

Amounts recognized in the statement of financial
position consist of

Accrued benefit liability

Cumulative reduction in net assets

Intangible asset

Net amount recognized

Change in net assets attributable to change in
additional minimum liability recognition

Information for pension plans with accumulated benefit

obligations in excess of plan assets

$ (14,039,901)

§ (9,649,930)

$ (27,390,061

13,350,160

$ (23,606,689)
13,956,759

$ (14,039,901)

$ (9,649,930)

$ (13,956,759)

£ 13,956,759

Projecied benefit obligation 214,770,764 177,927,242
Accumulated benefit abligation 183,311,549 174,223,020
Fair value of plan asseis 155,921,888 150,616,331
Components of net periodic benefit cost
Service cost 5,922,793 7,006,323
Interest cost 9,751,495 11,250,529
Expected return on plan assets (10,689,353) {11,708,592)
Amortization of prior service cost {969,926) 1,343,266
Recognized actuarial loss 2,301,982 1,112,519
Net periodic benefit cost $ 6,316,991 & 9,004,045
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In 2005, the Institution has reflected $1,927,020 of the net periodic benetit cost in the operating
section of the statement of activities which represents the amount reimbursed through the employee
benefit fixed rate as negotiated with the United States Government. The remaining $4,389,971 of
net periodic benefit cost is reflected in nonoperating expenses. In 2004, the entire net periodic
benefit cost of $9,004,043 was reflected in the nonoperating section of the statement of activities as
no portion of the cost was reimbursed through the employee benefit fixed rate. In 2004, the
Institution was required to record an additional charge of $13,956,759 to reflect a minimum
balance sheet liability equal to the Plan's unfunded accumulated benefit obligation. In 2005, the
accumulated reduction in net assets was reversed because an intangible asset was permitted to be
established to offset the additional minimum liability on the statement of financial position.

Qualified Plan
Pension Benefits

2005 2004
Weighted-average assumptions used to determine
benefit obligations at December 31
Discount rate 5.75% 5.75%
Rate of compensation increase 4.50% (3.5% prior to

plan amendment)
Weighted-average assumptions used to determine
net periodic benefit cost for years ended December 31

Discount rate 5.75% 6.25%
Expected long-term rate of return on plan assets 8.00% 8.50%
Rate of compensation increase - 3.50%

To develop the expected long-term rate of return on assets assumption, the Institution considered
the current level of expected returns on risk-free investments (primarily government bonds), the
historical level of the risk premium associated with the other asset classes in which the portfolio is
invested and the expectations for future returns of cach asset ¢lass. The expected return for each
agset class was then weighted based on the target asset allocation to develop the expected long-term
rate of return on assets assumption for the portfolio, net of expenses expected to be paid. This
resulted in the selection of the 8.00% assumption.

Effective December 31, 2004, final average compensation for the Plan was frozen and equal to a
participant's {inal average compensation determined as of December 31, 2004, A one year index of
4.5% will be applied to the frozen December 31, 2004 final average compensation for service
performed during 2005. In addition, effective December 31, 2004, the minimum lump-sum benefit
was amended to e¢liminate the 8% pay credit for years after 2005. These changes have been
reflected in the liabilities as of December 31, 2004.

Effective January 1, 2006, the Qualified Plan was amended. The lump sum (introduced in 1999)
will no longer be available on benefits earned after January 1, 2006. Benefits for service from 25
to 35 years introduced in 1999 will be removed. The lifetime benefit payable upon early retirement
has changed from a 6% per vear reduction to a 5% per year reduction. Minimum lump sum
benefits equal to 5% of final average compensation times service replaces the minimum introduced
in 1999 of approximately 8%. The prerctirement death benefit has been reduced from 100% of the
accrued pension benefit to 50% of the accrued pension benefit but not less than the participant's
accrued benefit as of December 31, 2005. The 3-year vesting period (introduced in 1999) will
change to a 5-year vesting service for employees hired after December 31, 2005, These changes
have been reflected in the intangible asset and in the liability as of December 31, 2005.
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Plan Assets
The Institution's pension plan weighted-average asset atlocations at December 31, 2005 and 2004,
by asset category are as follows:

Asset Category 2005 2004
Equity securities 57% 80%
Debt securities 17% 18%
Cash 3% 2%
Nonmarketable alternative investments 23% -
100% 100%

The following target asset allocation is used:

Target
Asset Category Allocation
U.S. equity 30%
Global excluding U.S. equity 12%
Emerging markets equity 3%
Hedge fund of funds 15%
Alternative investments 15%
Real assets 5%
Bonds _ 20%

The primary financial objectives of the assets of the Plan are to (1) provide a stream of relatively
predictable, stable and constant earnings in support of the Qualified Plan's annual benefit payment
obligations; and (2) preserve and enhance the real (inflation-adjusted) value of assets, over time,
with the goal of meeting the anticipated future benefit obligations of the qualified plan.

The long-term investment objectives of the assets of the Plan are to (1) attain the average annual
total return assumed in the Plan's most recent actuarial assumptions (net of investment management
fees) over rolling five-year periods; and (2) outperform the custom benchmark.

Expected Contributions
The Institution anticipates contributing $6,000,000 to the Qualified Plan in 2006.

17



Woods Hole Oceanographic Institution

Notes to Financial Statements
December 31, 2005

Estimated Future Benefit Payments

The following benefit payments, which reflect expected future service are expected to be paid as

follows:

Years

2006
2007
2008
2009
2010
2011 - 2015

Change in benefit obligation
Benefit obligation at beginning of year
Service cost
Interest cost
Actuarial loss
Benefits paid
Plan change

Benefit obligation at end of year

Change in plan assets

Fair value of plan assets at beginning of year

Employer contributions
Benefits paid

Fair value of plan assets at end of year

Funded status
Unrecognized actuarial (gain) loss
Unrecognized prior service cost

Net amount recognized

Amounts recognized in the statement of financial

position consist of
Accrued benefit liability

18

Benefit
Payments

§ 14,725,939
13,771,821
13,638,214
14,568,931
13,651,305
75,261,192

Supplemental Plan
Pension Benefits

2005

$ 3,922,283
71,554
186,266
(428,816)
(193,737}
38,350

2004

$ 3,430,977
89,087
227,880
393,799
(219,460)

$ 3,595,900

$ 3,922,283

$ - -
193,737 219,460
(193.737) (219,460)

$ -8 -
$ (3,595,900)  § (3,922,283)
(59,160) 331,548
39,351 1.316

$ (3,615,709)

$ (3,589,419

3 (3,615,709)

$ (3,589,419)
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Information for pension plans with accumulated benefit

obligations in excess of plan assets
Projected benefit obligation $ 3,593,900 § 3,922,283
Accumulated benefit obligation 3,277,938 3,402,514
Fair value of plan assets - -

Components of net periodic benefit cost .
Service cost § 71,554 § 89,087

Interest cost 186,266 227,880
Expected return on earmarked reserves (192,649 (213,372)

Ameortization of prior year service cost 315 315

Net periodic benefit cost $ 6548 $ 103,910

Actual return on earmarked reserves $ 154,541 § 160,610

Weighted-average assumptions used to determine benefit

obligations at Decembor 31
Discount rate 5.75% 5.75%
Rate. of compensation increase ' 4.50% 3.50%

Weighted-average assumptions used to determine net periodic
benefit cost for years ended December 31

Discount rate 5.75% 6.25%
Expected long-term rate of refrrn on plan assets 3.00% 8.50%
Rate of compensation increase 4.50% 3.50%

The accrued supplemernital retirement is matched by a "Rabbi" Trust with $6,585,207 and
$6,537,921, respectively, as of December 31, 2005 and 2004, An additional accrual of $2,969,498
and $2,948,502 has been established for the excess of the "Rabbi" Trust assets over the accrued
supplemental retirement benefits at December 31, 2005 and 2004, respectively.

Expected Contributions
The Institution does not anticipate contributing to the Supplemental Plan in 2006.

Estimated Future Benefit Payments
The following benefit payments, which reflect expected future service are expected to be paid as

follows:
Benefit

Years Payments
2006 $ 396,872
2007 502,076
2008 576,642
2009 510,776
2010 515,166
Years 2011 - 2015 1,904,514
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9. Other Postretirement Benefits

Tn addition to providing retirement plan benefits, the Institution provides certain health care
benefits for retired employees and their spouses. Substantially all of the Institution's employees
may become eligible for the benefits if they reach normal retirement age (as defined) or elect early

retirement after having met certain time in service criteria.

Change in benefit obligation
Benefit obligation at beginning of year
Service cost
Interest cost
Plan amendment
Benefits paid
- Actuarial loss

Benefit obligation at end of year

Change in plan assets
Fair value of plan assets at beginning of year
Employer contributions
Actual return on plan assets
Benefits paid
Administrative expenses

Fair value of plan assets at end of year

Funded status
Unrecognized net actuarial loss
Unrecognized prior service cost (credit)

Net amount recognized

Amounts recognized in the statement of financial
position consist of

Prepaid benefit cost

Components of net periodic benefit cost
Service cost
Interest cost
Expected return on plan assets
Amortization of fransition obligation
Amortization of prior service cost
Recognized actuarial loss

Net periodic benefit cost

20

Other
Postretirement Benefits
20058 2004
$ 26,594,502 § 33,153,875

693,340 1,055,495
1,385,648 2,216,096

- (18,015,085)

{1,440,682) (1,278,178)
(1,626,986} 9,462,299

$ 25,605,822 3§ 26,594,502
$ 19,042,401 $ 16,213,670
683,853 2,823,000
1,038,079 1,397,393
(1,440,682) (1,278,178)

- (113,484)

$ 19,323,651 $ 19,042,401
§ (6,282,171) § (7.552,101)
18,497,259 20,957,816
{11,426,262) (12,766,418)

3 788,826 § 639,297
3 783,826 % 639,297
b 693,340 § 1,055,495
1,385,648 2,216,096
(1,475,831) (1,456,524)

- 853,549

(1,340,156) (526,577)
1,271,325 830,450

b 534,326 $ 2,972,529
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The Institution has reflected the net periodic benefit cost in operating expenses, as the amount is
reimbursed through federal awards.

Weighted-average assumptions used to determine benefit
obligations at December 31

Discount rate _ 5.75% 5.75%
Weighted-average assumptions used to determine net
periodic benefit cost for years ended December 31
Discount rate 5.75% 6.25%
Expected long-term rate of return on plan assets 3.00% 8.50%

On December 8, 2003, Medicare reform legislation was enacted, providing a Medicare prescription
drug benefit beginning in 2006 and federal subsidies to employers who provide drug coverage to
retirees. The Institution decided not to reflect the future government subsidy in the fiscal 2004
expense. However, in December 2004, the Institution amended the plan to eliminate prescription
drug coverage for all post-65 retirees effective January 1, 2006, and to encourage enrollment in
Medicare Part D by reimbursing Medicare Part D premiums beginning in 2006. These changes

have been reflected in the obligations as of December 31, 2004.

2005

2004

Pre-65 Post-65 Pre-65 Post-65

Assumed health care cost trend rates at December 31

Health care cost trend rate assumed for next year 10.0%
Rate to which the cost trend rate is assumed to

decline (the ultimate trend rate) 5.0%
Year that the rate reaches the ultimate trend rate 2014

7.3%

43%
2013 2014 2013

11.0% - 11.0%

5.0% 43%

Assumed health care cost trend rates have a significant effect on the amounts reported for the
health care plan. A one-percentage-point change in assumed health care cost trend rates would

have the following effects:
2005
One-Percentage-Point
Increase in Trend

Effect on total of service cost and

interest cost components 3 365,522
Effect on year-end postretirement
benefit obligation 3,709,195

One-Percentage-Point
Decrease in Trend

Effect on total of service cost and

interest cost components $  (292,004)
Effect on year-end postretirement
benefit obligation (3,048,587)
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2004
One-Percentage-Point
Increase in Trend
$ 803,127

3,682,332
One-Percentage-Point
Decrease in Trend
$ (410,643)

(3,002,534)
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10.

Plan Assets
The Institution’s postretirement benefit plan weighted-average asset aliocations at December 31,
2005 and 2004, by asset category are as follows:

Asset Category 2005 2004

Equity securities 100% 82%

Debt securities - 18%
100% 100%

To develop the expected long-term rate of return on assets assumption, the Institution considered
the current level of expected returns on risk free investments (primarily government bonds), the
historical level of the risk premium associated with the other asset classes in which the portfolio is
invested and the expectations for future returns of each asset class. The expected return for each
class was then weighted based on the target asset allocation to develop the expected long-term rate
of return on assets assumption for the portfolio, net of expenses expected to be paid. This resulted
in the selection of the 8.00% assumption.

Expected Contributions
The Institution anticipates contributing $600,000 to the Retiree Medical Plan in 2006,

Estimated Future Benefit Payments
The following benefit payments, which reflect expecied future service are expected to be paid as
follows:

. Benefit

Years Payments

2006 $ 1,189,099
2007 1,253,294
2008 1,342,660
2009 1,406,349
2010 1,474 308
Years 2011 - 2015 8,735,830

Commitments and Contingencies

The Defense Contract Audit Agency (DCAA) is responsible for auditing both direct and indirect
charges to grants and contragts on behalf of the ONR. The Institution and the ONR have settled the
years through 2003. . The current indirect cost recovery rates, which are fixed, include the impact of
prior year settlements. The DCAA issued an audit report on the completed audit of direct and
indirect costs for the year ended December 31, 2004 on October 13, 2005, The audit resulted in no
questioned direct or indirect costs. The 2005 costs remain subject to audit. Any adjustments will
be recorded in the years they become known,

The Institution through iis pooled investments is committed to invest $19,465,355 in certain
venture capital and investment partnerships as of December 31, 2005,

The Institution is a defendant in legal proceedings incidental to the nature of its operations. The
Institution believes that the outcome of these proceedings will not materially affect its financial
position.

22



Woods Hole Oceanographic Institution
Notes to Financial Statements
December 31, 2005

11,

12,

13.

Related Party Transactions

In fiscal year 2005, the Institution passed through Federal Awards of approximately $794,000 to
subgrantee organizations in which an individual associated with the subgrantee organization is also
a member of the Institution's Board of Trustees or Corporation. The Institution also has other
transactions such as legal services and other items with organizations where members of the Board
of Trustees or Corporation are affiliated with the organizations. Total expenditures for these legal
and other transactions were approximately $353,000 and $496,000 for the years ended

December 31, 2005 and 2004, respectively.

The Institution has loans due from various employees for education advances and computer

purchases. The amounts outstanding are approximately $693,000-and $643,000 at December 31,
2005 and 2004, respectively.

Clark Laboratory Fire

[n October 2002, the Institution experienced a fire in the Clark Laboratory Building which resulted
in contamination and damage to several laboratories, clean rooms and equipment. Since then, the
Institution has coordinated with its insurance carrier and other interested parties to identify and
quantify the damage caused by the fire. The Institution has received a total of $6,473,000 in cash
from the insurance company of which $1,473,000 was received in 2005 and $1,000,000 was
received in 2004, Approximately $8,661,000 in total was paid to various parties for fire related
damages. Of this amount, approximately $1,798,000 was paid in 2005 and approximately
$2,118,000 was paid in 2004. The total loss related to the fire was $2,188,000, of which $729,000
was recognized in 2005.

Subsequent Event

The Defense Contract Audit Agency (DCAA) is responsible for auditing both direct and indirect
charges to grants and contracts on behalf of the ONR. The Institution and the ONR have settled the
years through 2004, The current indirect cost recovery rates, which are fixed, include the impact of
prior year settlements. The DCAA issued an audit report on the completed audit of direct and
indirect costs for the year ended December 31, 2005 on October 4, 2006. The DCAA audit report
included compliance findings which the Institution believes will not materially affect its financial
position. The 2005 costs remain subject to audit. Any adjustments will be recorded in the years
they become known.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal .
CFDA CFDA 2005

Major Program Number Extension ' Expenditures

Research and Development

Research and Development Direct Awards Cluster

Department of the Navy 12
Basic and Applied Scientific Research 300 $ 31,737
Basic and Applied Scientific Research 3600 242,231
Basic and Applied Scientific Research 300 103,966
Basic and Applied Scientific Research 300 43,564
Basic and Applied Scientific Research 300 185,707
Basic and Applied Scientific Research 300 98,509
Basic and Applied Scientific Research 300 385,682
Basic and Applied Scientific Research 300 671,240
Basic and Applied Scientific Research 300 51,816
Basic and Applied Scientific Research 300 29,296
Basic and Applied Scientific Research 300 187,287
Basic and Apptied Scientific Research 300 3,090
Basic and Applied Scientific Research 300 178,466
Basic and Applied Scientific Research 300 743,247
Basic and Applied Scientific Research 300 5,559
Basic and Applied Scientific Research 300 18,149
Basic and Applied Scientific Research 300 73,796
Basic and Applied Scientific Research 300 165,662
Basic and Applied Scientific Research 300 18,103
Basic and Applied Scientific Research 300 80,772
Basic and Applied Scientific Research 300 1,226
Basic and Applied Scientific Research 300 14,425
Basic and Applied Scientific Research 300 61,182
Basic and Applied Scientific Research 300 102
Basic and Applied Scientific Research 300 6,126
Basic and Applied Scientific Research 300 75,262
Basic and Applied Scientific Research 300 6,957
Basic and Applied Scientific Research 300 365,674
Basic and Applied Scientific Research 300 136,004
Basic and Applied Scientific Research 300 206,590
Basic and Applied Scientific Research 300 187,539
Basic and Applied Scientific Research 300 59,322
Basic and Applied Scientific Research 300 105,005
Basic and Applied Scientific Research 300 1,819
Basic and Applied Scientific Research 300 164,023
Basic and Applied Scientific Research 300 6,402
Basic and Applied Scientific Research 300 129,723
Basic and Applied Scientific Research 300 178,595
Basic and Appilied Scientific Research 300 2,580
Basic and Applied Scientific Research 300 7,997
Basic and Applied Scientific Research 300 46,632
Basic and Applied Scientific Research 300 495
Basic and Applied Scientific Research 300 291
Basic and Applied Scientific Research 300 6,081
Basic and Applied Scientific Research 300 645,679
Basic and Applied Scientific Research 300 154
Basic and Applied Scientific Research 300 40,426
Basic and Applied Scientific Research 306 207,814

‘The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards

December 31, 2005
Federal Federal
CFDA CFDA 2005

Major Program Number Extension Expenditures

Research and Development
Basic and Applied Scientific Research 12 300 $ 129,611
Basic and Applied Scientific Research 360 68,662
Basic and Applied Scientific Research 300 86,393
Basic and Applied Scientific Research 300 132,886
Basic and Applied Scientific Research 300 122,765
Basic and Applied Scientific Research 300 193,235
Basic and Applied Scientific Research 300 29,055
Basic and Applied Scientific Research 300 27,839
Basic and Applied Scientific Research 300 124,492
Basic and Applied Scientific Rescarch 300 21,643
Basic and Applied Scientific Research 300 48,243
DAAD190310072 DAADI190310072 71,928
DACA7201C001 1 DACAT7201C0011 335,670
GG1142301 GG1142301 2,199
M62306P5041 M62306P5041 {154)
MO1038600 MO1038600 29,081
N000140010048 NO00140010048 (51)
NO00140010256 N000140010256 34,000
WN0G0140210050 N000140210050 78,792
NO000140210472 NO00140210472 37,340
N000140210510 N000140210510 49,849
N000140211037 N000140211037 25,287
N0G01402C0201 N0001462C0201 509,994
N0001402C0278 N0001402C0278 672,740
N000140310273 N000140310273 56,693
NO00140310345 N000140310545 105,020
NO000140310767 N000140310767 24,137
N0001403MO151 N0001403M0151 1,913
N000140410090 N000140410090 44,587
NO00140410109 N000140410109 154,043
NO000140410146 N000140410146 41,323
N(O00140410157 N000140410157 47,175
N000140410250 N000140410250 38,154
N000140410625 N000140410625 238,541
N0O0140410651 N000140410651 246,483
N000140410720 N0O00140410720 663,301
NOC0140410773 N000140410773 6.200
N0O00I4-05-10482 N00014-05-10482 93,152
NO001405C0058 NOO01405C0058 258,628
N000149610028 N000149610028 15,272
N000149910090 NOG0149910090 7,902
N0001499106287 N000149910287 400,544
N0002404M6630 N0002404M6630 74,176
NO0002404M6639 N0002404M6639 49,220
N{O017401C0001 N0017401C0001 102,819
N4175604C4186 N4175604C4186 157,888
N4173605C6430 N4175605C6430 1,007,323
N62306P1016 N62306P1016 11,632
N660165MR710 N660105MR710 36,693
N666003D2199 N666003D2199 234,762

12,982,084

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal
CFDA
Major Program Number
Research and Development

National Oceanic and Atmospheric Administration 11

8830

AB133F04SE0386

ABI33F055E5828

ABI33R05SE3011

AB133R06SE1145

Center for Sponsored Coastat Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Cenier for Sponsored Coastal Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
QOcean Program

Center for Sponsored Coastal Qcean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Center for Sponsored Coastal Ocean Research Coastal
Ocean Program

Climate and Atmospheric Research

Climate and Atmospheric Research

Climate and Atmospheric Research
DGI33F04SE1001

DGI133F05SE6217

DG133R058E2364

EA133C038E5157

EA133C055E6441

EAI33F(2SE0219

EAI133F04SE1196

EA133F04SE1294

EM2355

ENI133F0450595

EN133F05SE5824

EN133F058U1657

ENI33F058U3000

Marine Mammal Data Program

MC5063

NAOINMF4390440

NA03QAR4600113

NAQ4OAR4300168

NAL6FD2291

NA16GP2008

NFFM35100500826

Office of Oceanic and Atmospheric Research OAR Joint and
Cooperative Institutes

Federal
CFDA
Extension

8850
ABI133F04SE0386
ABI133F055E5828
AB133R058E3011
AB133R06SE1145

478

478

478

478

478

478

478

478

478

478
431
431
431
DG133F04SE1001
DG133F055E6217
DG133R0O3SE2364
EA133C053E5157
EA133C05SE6441
EA133F025E0219
EA133F04SE1196
EAI133FC4SE1294
EM2355
EN133F04303595
EN133F05SE5824
EN133F058U1657
EN133F(5SU3000
439
MC3063
NAOINMF4390440
NAO3OAR4600115
NAQ40AR4300168
NAI6FD2291
NA16GP2008
NFFM5100500826

432

The accompanying notes are an integral part of this schedule.
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2005
Expenditures

10,174
5,789
75,245
10,000
4,418

249,839
49,308
28,314

320,873

213
17.807

124,863
17,150

236,581

112,950
43,161
(941)
75,499
3,867
11,117
4,899
16,124
451
13,904
19,709
24327
4,823
6,015
2,648
12,853
7,974
15,023
378
62,797
190,880
105,469
(795)
101,826
7,267

6,480,270



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards

December 31, 2005

Major Program
Research and Development

PO

Sea Grant Support

Sea Grant Support

Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projecis
Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Special Qceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Special Oceanic and Atmospheric Projects
Unaitied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

Unallied Science Program

tnallied Science Program

Undersea Research

Undersea Research

Department of the Interior
20020900945
00HQAG0001
05ERAGO029
05SFLSA0120
05WRSAD295
4AKSA2627
NICHOLS MC
US Geological Survey Research and Data Collection
TS Geological Survey Research and Data Collection

National Aeronautics and Space Administration
NAGS511265
NAGS12403
NAGS512444
NAG512520
NNGO4GEISG
NNGO4GF50G
NNGU4GI33G
NNGO4GP34G
NNGO4GQ14H
NNG04GQ25G
NNG04GR22G
NNGO5GG30G
NNGO5GN3IG
NNGOLO3G

Federal
CFDA
Number

i1

15

43

Federal
CFDA
Extension

Unknown
417
417
460
460
460
460
460
460
460
460
460
460
472
472
472
472
472
472
472
472

472
472
430
430

20020900945
00HQAG0001
OSERAG0029
O5SFLSAQ120
05WRSAQ295
4AKSA2627
NICHOLS MC
808
808

NAG511265
NAG512403
NAG512444
NAG512520
NNGO4AGESSG
NNGO4GF50G
NNGHMGI33G
NNGMGP34G
NNG4GQI4H
NNG04GQ25G
NNGO4GR22G
NNGO5GG30G
NNGOSGN9I3G
NNGOL03G

The accompanying notes are an integral part of this schedule.
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2005
Expenditures

1,092
1,205,329
33,368
27,072
43314
24,445
34,818
93,570
18,343
25,152
81,046
47914
150,601
28,052
19,238
19,902
62,023
31,133
56,192
97,441
46,402
28.360
54,621
146,836
1,029,847

11,879,680

406
393,984
963,689

2,960
10,000
17,721

8,956

6,308
65,399

1,465,623

101,695
1,693
91,263
144,627
24,095
27.362
81,932
109,366
22,585
55,037
22,335
89,382
61
210,768

982,201



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal
CFDA CFDA 2005

Major Program Number Extension Expenditures

Research and Development

National Science Foundation 47
ANT0440777 ANT0440777 $ 15,200
Biological Sciences 074 23,586
Biological Sciences 074 18,477
Biological Sciences 074 3,359
Biological Sciences 074 72,402
Biological Sciences 074 53,202
Biological Sciences 074 127,074
Biological Sciences 074 29,411
Biological Sciences 074 125,720
Biological Sciences 074 23,805
Biological Sciences 074 64,363
Biological Sciences 074 85,699
Biological Sciences 074 26,989
Mathematical and Physical Sciences 049 215,664
Computer and Information Science and Engineering 070 44,631
Computer and Information Science and Engineering 070 14,311
Computer and Information Science and Engineering 070 70,850
CTS04263811 CTS0426811 78,564
DMS0417466 DMS0417466 104,663
Education and Human Resources 076 ' 8,641
Geosciences (350 493,004
Geosciences 050 21,778
Geosciences 050 7,988
Geosciences 050 107,438
Geosciences 050 135,773
Geosciences 050 1,669,204
Geosciences 050 16,905
Geosciences 050 53,596
Geosciences 050 4,738
Geosciences 050 67,899
Geosciences 050 25,459
Geosciences 050 19,947
Geosciences 050 153,176
Geosciences 050 10,695
Geosciences 050 32,232
Geosciences 050 51,725
Geosciences 050 118,090
Geosciences 050 121,807
Geosciences 050 54,879
Geosciences 050 193,955
Geosciences 050 21,690
Geosciences 050 246,585
Geosciences 050 174,499
(eosciences 050 2,133
Geosciences 050 92,855
Geosciences 050 19,315
Geosciences 050 336,723
Geosciences 050 26,000
Geosciences 050 2,111

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal
CFDA C¥DA 2005
Major Program Number Extension Expenditures
Research and Development
Geosciences 47 050 5 680
Geosciences 050 14,905
Geosciences 050 1,731,689
Geosciences 050 2,354
Geosciences 050 58,137
Geosciences 056 105,372
Geosciences 050 54,492
Geosciences 050 85,084
Geosciences 050 159,498
Geosciences 050 30,260
Geosciences 030 188,559
Geosciences 050 15,132
Geosciences 050 18,304
Geosciences 050 33,129
Geosciences 050 72,793
Geosciences 050 3,734
Geosciences 050 83,424
Geosciences 050 54,789
Geosciences 030 114,894
Geosciences 050 174,145
Geosciences 050 19,568
Geosciences . 050 172,722
Geosciences 030 38,993
Geosciences 050 491,838
Geosciences 050 60,273
Geosciences 050 4285
Geosciences 050 87,957
Geosciences 050 13,420
Geosciences 050 2,268
Geosciences 0350 26,185
Geosciences 050 60,275
Geosciences 030 252,142
Geosciences 050 189
Geosciences 050 3,111
Geosciences : 0350 34,693
Geosciences 050 33,897
Geosciences 050 17,693
Geosciences 030 11,034
Geosciences 050 12,101
Geosciences 050 54,985
Geosciences 050 7,732
Geosciences 030 355,999
Geosciences 050 548,510
Geosciences 050 59,918
Geosciences 050 9,925
(Geosciences 050 72
Geosciences 050 13,977
Geoscicnces 050 235,965
Geosciences 0350 184,083
Geosciences 050 13,965

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards

December 31, 2005
Federal Federal
CFDA CFDA 2005

Major Program Number Extension Expenditures

Research and Development
Geosciences 47 050 $ 148,272
Geosciences 050 235,602
Geosciences 050 498,999
Geosciences 050 67,231
Geosciences . 050 11,864
Geosciences 050 157,111
Geosciences 050 515,276
Geosciences 050 261,585
Geosciences 050 43,559
Geosciences 050 166,507
Geosciences 030 124,946
Geosciences 030 139,282
Geosciences 050 59,629
Geosciences 050 68,877
Geosciences 050 34,061
Geosciences 030 103,110
Geosciences 050 60,854
Geosciences 050 212,704
Geosciences 050 644 513
Geosciences 030 61,633
Geosciences 030 157,307
Geosciences 050 662,614
Geosciences 050 65,375
Geosciences 050 123,357
Geosciences 050 172,107
Geosciences 050 117,126
Geosciences 050 92,485
Geosciences 050 52,935
Geosciences 030 27,980
Geosciences 050 194,269
Geosciences 0350 39,299
Geosciences 050 33,322
Geosciences 050 45,201
Geosciences 030 272454
Geosciences 050 256,998
Geosciences 050 226,914
Geosciences 050 103,468
Geosciences 050 46,908
Geosciences 030 49
Geoscicnces 050 23,289
Geosciences 050 474,579
Geosciences 050 87,812
Geosciences 050 4572
Geosciences 050 52,820
Geosciences 050 57,587
Geosciences ) 050 32,245
Geosciences 050 44,230
Geosciences 050 1,101
Geosciences 050 14,161

Geosciences 030 48,091

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal
CFDA CFDA 2005
Major Program Number Extension Expenditures
Research and Development
Geosciences 47 050 $ 159
Geosciences 050 21,041
Geosciences 050 24,008
Geosciences 050 115,386
Geosciences 050 3,281
Geosciences 050 161,596
Geosciences 050 35,266
Geosciences 050 65
Geosciences 050 22.649
Geosciences 050 90,916
Geosciences 030 162,302
Geosciences 050 574
Geosciences 050 157,543
Geosciences 050 58,555
Geosciences 050 92,635
Geosciences 050 124,979
Geosciences 050 206,300
Geosciences 030 229,622
Geosciences 030 35,79
Geosciences 050 134,167
Geosciences 050 28,067
Geosciences 0350 122,306
Geosciences 050 128,788
Geosciences 050 2,476
Geosciences 030 305,761
Geosciences 050 31,006
Geosciences 030 32,817
Geosciences 050 384,123
Geosciences 050 47,934
Geosciences 050 60,550
Geosciences 050 443,712
Geosciences 050 604
Geosciences 050 334,426
Geosciences 050 233,605
Geosciences 0350 124,080
Geosciences 050 83,905
Geosciences 050 713,566
Geosciences 050 1,340
Geosciences 050 28,218
Geosciences 050 18,220
Geosciences 030 112,753
Geosciences 050 3,006
Geoscicnces 030 6,601
Geosciences 050 40,740
Geosciences 030 306,345
Geosciences 050 17,902
Geosciences 050 208,362
Geosciences 050 135,853
Geosciences 050 64,617
Geosciences 050 1,237,190

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal
CFDA
Major Program Number
Research and Development

Geosciences 47
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
(Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geoscicnces
Geosciences
Geosciences
(Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
(Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences
Geosciences

The accompanying notes are an integral part of this schedule.
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Federal
CFDA
Extension

050
050
050
050
050
050
050
050
050
050
050
030
056
050
050
050
050
050
050
050
030
050
030
050
050
0350
050
050
050
050
050
050
050
050
030
050
050
050
030
050
050
050
056
030
050
050
050
050
050
030

2005
Expenditares

166,336
411,205
(35,396)
4367
12,316
21,563
46,290
9,343
438
189,494
50,178
93,570
737
277,983
111,136
15,793
40,967
159,610
198,213
1,426,780
88,320
73,877
203,612
78,423
19,589
101,233
36,133
246,393
53,282
701,921
668,008
116,995
17,463
91,078
193,208
129,340
2,825
30,125
1,956
52,284
16,555
18,255
56,579
4,306
53,781
86,515
220.685
17,218
211,361
45,399



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal
CFDA CFDA 2005
Major Program Number Extension Expenditures
Research and Development
Geosciences 47 050 $ 33,869
Geosciences 030 43,185
Geosciences 050 339,286
Geosciences 050 386,651
Geosciences 050 75,913
Geosciences 050 189,457
Geosciences 050 81,334
Geosciences 050 36,937
(Geosciences 030 48,035
Geosciences 0350 100,792
Geosciences 050 62,173
Geosciences 050 6,680
Geosciences 050 169,371
Geosciences 050 95,258
Geosciences 050 34,874
Geosciences 050 69,271
Geosciences 0350 198,507
Geosciences 030 84,656
Geosciences 050 9,505
Geosciences 050G 49 557
Geosciences 050 139,695
Geosciences 050 21,670
Geosciences 050 15,060
Geosciences 050 3,310
Geoscignces 050 104,326
Geosciences 050 66,638
Geosciences 050 60,210
(Geosciences 050 34,228
Geosciences 050 123,810
Geosciences 050 1,398
Geosciences 050 9,449
Geosciences 050 8.580
Geosciences 050 150,894
Geosciences 050 70,636
Geosciences 050 23,149
Geosciences 050 306,203
Geosciences 050 16,093
Geosciences 050 48,444
Geosciences 050 31,667
Geosciences 0350 5,341
Geosciences 050 2,201
Geosciences 050 609,598
Geosciences 050 71,713
Geosciences 050 33,381
Geosciences 050 317,817
Geosciences 050 82,343
Geosciences 050 342,895
Geosciences 030 16,727
International Science and Engineering OISE 079 23,130
Mathematical and Physical Sciences 049 38,596

The accompanying notes are an integral part of this schedule.

33



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal
CFDA
Major Program Number
Research and Development

Geosciences ) 47
OCE0099109
Geosciences
OCE0217075
OCE0220892
OCE0221386
QOCE0228996
Geosciences
OCE0324837
OCE0326814
OCE0327256
GeoSciences
OCE0335589
OCE0349444
Geosciences
Geosclences
Geosciences
OCE}504136
OCE(304138
GeoSciences
QCE0524927
OCE9810607
OCE9818266
Geosciences
OCE9988088
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs
Polar Programs

The accompanying notes are an integral part of this schedule.
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Federal
CFDA
Extension

050
OCE009910%
030
OCE0217075
OCE0220892
OCE(0221386
OCE02289%96
050
OCE0324837
OCE0326814
OCE0327256
030
OCE(335539
OCE0349444
050
050
050
QCE0504136
OCE0504138
050
OCE0524927
OCE9810607
OCE9818266
030
OCES988088
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
078
073
078
078
078
078

2005
Expenditures

47,839
14,275
31,759
69,786
42,292

9,548

1,855,140
59,714
63,009
47,330
65,251

266,877
15,916
(1,369)
29,766
73,035

556,214

5,358,458

2,417,637

4,453,868
30,595

3,163
4,675
2,706
20,925
4,364,239
9,068
26,371
82,045
828
20,919
16,044
184

863,278

111,761
14,385
35,610

100,568

111,069

532,771
37,227

158,625

123,423
72,009
62,995

219,165

1,486
38,270
9
162,901



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Federal
CFDA CFDA

Major Program Number Extension
Research and Development

Polar Programs 47 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

Polar Programs 078

OCE0424536 Unknown
Environmental Protection Agency 66

R82908901 R82908901

R829804010 R829804010

R83039301 R83039301

R83041501 R83041501
Miscellaneous g1

DEFC2605NT42665 089

DEFGO0203ER63659 DEFGO203ER6365%

DEFGO297ER14746 : DEFG0297ER 14746

DEFGO200ER15058 DEFGOZ00ER15058

DEFGO200ER6299% DEFGO200ERG2999

Organic Chemistry ORGANIC CHEMISTRY
Department of Health and Human Services 93

2R01 ESO627206 2R01 ESO627206

Resource and Manpower Development in the

Environmental Health Sciences 894

Resource and Manpower Development in the

Environmental Health Sciences 894

Resource and Manpower Development in the

Environmental Health Sciences 894

Total Direct Awards

The accompanying notes are an integral part of this schedule.
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2005
Expenditures

9,878
19,531
13,675

191,287
38,590
165,209
25,713
120,165
163,859
36,272
945728

61,295,178

147,937
18,845
3,984
107,109

277,875

4,523
72,735
153,296
44,278
119,774
126,458

521,065

487,977
540,934
45,685

44,956
1,119,552

90,527,258



Woods Hole Oceanographic Institution

Schedule of Expenditures of Federal Awards
December 31, 2005

Major Program
Research and Development

Research and Development Passed Through from
Other Organizations

National Oceanic and Atmospheric Administration
Bigelow Laboratory 002983
Caribbean Marine Research Center CMRCO3NRAA104A
Columbia University (GG1038903
Cornell University 448387256
Cornell University CORNELL 642245
Florida State Universtty FSU R00344
Information Manufacturing Corporation IMCOSNOAA(04
Institute for Exploration PO 11449
International Wildlife Commission OE1142200
Jardon & Howard Technologies JHT04P1226
Jardon & Howard Technologies JHT04P1386
Marine Biological Lahoratory SC26449
Massachusetts Institute of Technology 5710001684
Massachusetts Institute of Technology 5710001756
Monterey Bay Aquarium Research Institute PO 0510322
Mooring Systems Inc. PO 003095
National Fish and Wildlife Foundation 2003017034
National Marine Sanctuary Foundation NMFS CT SCAN
New England Aquarium PO 45138
Rutgers SC 1120
Science Applications International Corporation 4400095996
University of California San Diego PO10204367
University of Pennsylvania PO31573
University Maine UM S01960
University Mississippi 0305091
University of Alaska Fairbanks PO1151500
University of Alaska Fairbanks UAF 050072
University of Alaska UAF 040118
University of California San Diego PO 10204368
University of California San Diego PO 10250424
University of California Santa Barbara 00875105123
University of California Santa Barbara 008751060098
University of California Santa Barbara UCSB 5541335
University of Connecticut PSA 5041
University of Connecticut PSA 5045
University of Connecticut UCONN BI112331
University of Hawaii 658066
University of Maine UMS575
University of Mississippi SC 0509023
University of Mississippi SC0608016
University of New Hampshire 04826
University of New Hampshire CHECK 00182920
University of New Hampshire SC 06066
University of New Hampshire SC 06067
University of New Hampshire UNH 02562
University of New Hampshire UNH 03674
Untversity of New Hampshire UNH 03675
University of New Hampshire UNH 03693

Federal Pass-through
CFDA Identification Number/ 2005
Number CFDA Extension Expenditures
H

002983 $ 194
430 4,608
432 2,097
472 20,766
CORNELL 642245 44,747
472 146,677
IMCO3NQAA004 7,535
PO 11449 4,396
OE1142200 19,838
JHT04P1226 38,256
JHT04P 1386 1,832
430 12,064
417 46,889
417 13,000
PO 0510322 2,352
PO 003095 155
463 53,577
NMFS CT SCAN 810
PO 45138 1,000
SC 1120 92,862
460 33,007
PO10204367 217,800
460 73
419 90,263
430 4,140
432 1,585
417 54,479
430 13,870
PO 10204368 3,616
PO 10250424 29,183
00875105123 1,288
008751060098 357
460 49,115
430 20,000
460 60,405
460 17,634
658066 6
472 9214
430 148,198
430 36,751

460 (4,247)
00182920 27
460 11,190
460 13,570
472 3
472 91

472 (514}

472 (294)

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal
Major Program CFDA
Research and Development Number

University of New Hampshire UNH 03694 11
University of New Hampshire UNH 03738
University of New Hampshire UNH 03788
University of New Hampshire UNH 04801
University of New Hampshire UNH 04802
University of New Hampshire UNH 04814
University of New Hampshire UNH 04857
University of New Hampshire UNH 03909
University of New Hampshire UNH 05914
University of New Hampshire UNH 05929
University of New Hampshire UNH 06016
University of New Hampshire UNH 06017
University of New Hampshire UNH PZ06052
University of Washington PO 175954

Departiment of the Navy 12
Analyis, Design and Diagnostics Inc. PO 50003
Applied Physical Sciences Corporation APS-STTR-04-01
Benthos PO 14050209
Boston College 0000006671
Florida Atlantic University PO 602241
Florida Atlantic University WRE27
Florida State University 7000007629
Gulf of Maine Ocean Observing System 2002-003
Hydroid Inc. PO 5144
Institute for Exploration IFE 8720
Lamont Doherty Earth Observatory (Columbia)
N00014-02-10972
Lockheed Martin PO HG583221
Massachusetis Institute of Technology 5710001556
Massachusetts Institute of Technology 5710001649
Massachusetts Institute of Technology MIT 5710001421
Northrup Grumman 8200059738
Northrup Grumman 8200079436
Northrup Grumman Inc. 8200083424
Oasis OASIS05SC02
Ohio State University RF00979020
Ohio State University RF01001685
Pennsylvania State University SC0509
Perot Systems Government Services PO 004722
Princeton University SC 00000913
Science Applications International Corporation 4400105826
Science Applications Internationat Cotporation SAIC 440000
Science Applications International Corporation SAIC 4600006307
Smithsonian Institution 03SUBC440051150
Sontek/YSI Inc PO 19275
Southeartern Universities Research Association SURA2005212
University of California San Diego PO 10142701
University of California San Diego UCSD 10218021
University of Delaware WHOI OE1032600
University of Idaho P0013981

Pass-through

Identification Number/

CFDA Extension

472
473
472
419

UNH 04802
473
472
473
472
460

UNH 06016
460
473

PO 175954

PO 50003
APS-STTR-(4-01
PO 14050209
0000006671
300
300
7000007629
2002-003
PO 5144
IFE 8720

N00014-02-10972
PO HG583221
5710001556
5710001649
MIT 5710001421
300
8200079436
8200083424
OASIS058C02
RF00979020
RF(01001685
300
PO 004722
300
4400105826
SAIC 440000
SAIC 4600006307
05SUBC440051150
PO 19275
300
300
300
OE1032600
300

The accompanying notes are an integral part of this schedule.

37

2005
Expenditures

2,778
9,322
32,995
51,130
134,800
91,060
72,743
53,665
35,686
104,005
11,033
1,416
4,748
6,620

1,936,466

20,969
32,765
26,254

3,329
52,668

3,257

8,631
20,087
10,836
24,505

3,348
70,515
34,587

125,882
13,424
52,702
47,553
15,875
16,858

291
(1,002)

234,548

4911

191,033

754,140

769,228

313,866
20,227
10,547
49,658

183,853

2,744
(1,970)
10,554



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal Pass-through
Major Program CFDA Identification Number/
Research and Development Number CFDA Extension
University of Idaho PO 12851 12 300
University of Maine PO 000002258 PO 000002258
University of Maine UMAINE U264874 UMAINE U264874
University of Miami MIAMI 667709 MIAMI 667709
University of Rhode Island 03250535495 03250535495
University of Rhode Island 061602535495 300
University of Rhode Island URIO0005615 URIDO005615
University of Southern Florida 2500022600A 2500022600A
University of Southern Florida 2500107500A 2500107500A
University of Southern Florida 7000008119 7000008119
University of Washington PO 90531 PO 90531
University of Washington PO577489 PO377489
University of Washington UW 885725 UWw 885725
University of Wyoming DODONR44501SUB DODONR44501SUB
USF 2500165L0OA USF 2500165L0A
Webb Research OE1131200 OE1131200
University of New Hampshire PO 05021 300
Marine Biological Laboratory MBL 27344 MBL 27344
Marine Biological Laboratory MBL 24774 MBL 24774
Department of the Interior 15
University of South California GG1134401 807
University Alaska UAF 030109 UAF 030109
Texas A&M University 14350102CA85186 14350102CA8B5186
Battelle SC 186138 S5C 186138
National Aeronaufics and Space Administration 43
Jet Propulsion Laboratory JPL 1216957 JPL 1216957
Jet Propulsion Laboratory JPL 1216955 JPL 1216955
Jet Propulsion Laboratory JPL 1229833 JPL 1225833
Jet Propulsion Laboratory JPL 1229872 JPL 1229872
Jet Propulsion Laboratory JPL 961425 JPL 961425
Marine Biological Laboratory MBL 21173 MBL 21175
University of Maryland 2601701 2601701
University of Rhode Island 09100535842 002
University South Carolina SC 051031 SC 05-1031
National Science Foundation 47
Columbia University PO XA241]5 PO XA24U5
Joint Oceanographic Institution TO T312A26 TO T312A26
SUB 2003 1 SUB 2003 1
Joint Oceanographic Institution JSG CY 1 02 JSGCY 102
University of California Irvine PO 660188 PO 660188
Villanova University PO TP0510227 PO TPO510227
Brown University CHECK 750270 CHECK 750270
Joint Oceanographic Institution PO T304A26 PO T304A26
Joint Oceanographic Institution PO T305A26 PO T305A26
Northeastern Unijversity SC 400016 SC 400016
University of Rhode Island SCO 72604 0000312 SC0 72604 0000312
University of California Santa Barbara PO 007478 60321 PO 007478 60321
Incorporated Research Institutions for Seismology SUB 326 SUB 326

The accompanying notes are an integral part of this schedule.
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2005
Expenditures

5,242
6,352
4,822
7,312
94,667
9,514
5,037
31,402
30,026
5,892
319
8,965
1,439
77,469
(1,587)
9,879
45,606
6,064
27,435

3,504,528

19,288
76,968
98,340
33,567

228,163

70,006
105,980
10,130
23,576
125,328
80,398
215,447
202,132
57,177

890,174

(8)
24211
18,414
16,632

2,267
220
3,919
36,736
33,546
166,911
49,858
507
9,693



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards
December 31, 2005

Federal
Major Program CFDA
Research and Development Number
University of Alaska PO FP600397 47

Joint Oceanographic Institution SUBAWARD 4 05
University of California San Diego PO 10244449
Stony Brook University PO R330459

Columbia University

University of Alaska SUBAWARD 04 0099

Williams College PO A 00524

William and Mary College PO ETS50531

University of Minnesota PO524F2790620

University of Louisville SUB 04 0621

Duke University

Columbia University PO XA3LTJ

Texas A&M University TX AM F000773

Princeton University SC 000777

Columbia University SUBAWARD 3

University of Southemn Maine PO P100823

Oregon State University SUBGRANT S0842A
Raytheon Technical Services Company RM70866 001
Women's International Science Collaboration Program WISC TRAVEL GRANT
University of Washington PO 131114

University of Miami PO 0241438

University of Hawaii PO 2741199

University of California San Diego PO 10251213
University of Alaska PO FP601243

Virginia Institute of Marine Science SC 519205 1248
University of California San Diego PO 10211481
University of Towa PO 4000531515

Massachusetts Institute of Technology AGR 5710001516
Texas A&M University TASK F001519 F001577
Texas A&M University TSK F001567 FO01632
Texas A&M University TSK F001621 F001755
Columbia University Agreement

Old Dominion University PO RF 051653

Texas A&M University TX AM F001723 FO01761
Texas A&M University TX AM F001724

Texas A&M University TSK F001770 F001821
Texas A&M University TX AM F001779 FO01820
Texas A&M University TSK FO01822 FO01877
Texas A&M University TSK FO01827 F001873
Texas A&M University TASK F0O01855

University of California Berkley AGR SA2013]B
Rutgers University SC1898 SUB 2023

University of Hawaii PO Z712030

Monterey Bay Aquarium Research Institute PO 0312116 0411647
(Old Dominion University PO RF 052180

Joint Qceanographic Institution JSG CY191
University of California San Diego PO 10242279
Monterey Bay Aquarium Research Institute PO 0512345
Pennsylvania State University PO 272483

0Old Dominion University PO RF 052587

University of Colorado PO 0000292591

Pass-through

Identification Number/ 2005

CFDA Extension Expenditures
PO FP600397 3 772
SUBAWARD 4 05 31314
PO 10244449 968

PO R330459 6,642
Agreement 57
SUBAWARD 04 0099 320,045

PO A 00524 5471

PO ETS50531 31
PO524F2790620 1,640

SUB 04 0621 25,181
NONE 3,688

PO XA3LT] 221

TX AM FO00773 47
SC 000777 49,733
SUBAWARD 3 142,649
PO P100823 385
SUBGRANT S0842A (79,231)
RM70866 001 @7
WISC TRAVEL GRANT 834
PO 131114 112

PO (0241438 536

PO Z741199 193

PO 10251213 1,825

PO FP601243 2,374

SC 519205 1248 2,350
P 10211481 50,140

PO 4000531515 12,731
AGR 5710001516 2,059
TASK FO01519 FO01577 1,809
TSK F001567 F001632 58
TSK F001621 FOG1755 -
Agreement 498

PO RF 051653 4,750

TX AM F001723 FOO1761 7
TX AM F001724 7,488
TSK F001770 F001821 5,899
TX AM F0G1779 F001820 3,745
TSK F001822 FOO01877 7,696
TSK F001827 FO01873 9,725
TASK F001855 6,196
AGR SA2013]B 21.368
SUB 2023 3,427

PO 7712030 26,952

PO 0312116 0411647 394,830
PO RF 052180 1,900
ISG CY191 668

PO 10242279 85,687

PO 0512345 49,063

PG 272483 346

PO RF 052587 324

PO 0000292591 240

The accompanying notes are an integral part of this schedule.
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Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards

December 31, 2005

Major Program
Research and Development

0id Dominion University PO RF052595

Raytheon Technical Services Company PO 4500222710
University of Washington PO 122748

College of William and Mary PR662901
University of California San Diego PO 10242922
University of Rhode Istand SUB 081605 532930
Massachusetts Institute of Technology PO 5510033019
University of Hawaii AGREEMENT KK3107
Columbia University SUBCONTRACT NO. 1
Columbia University PO 543237

Columbia University PO 553242

Duke University PO 4520423422

University of Washington PO 913507

University of Washington PO 113523

University of Hawaii PO 2723545

University of Minnesota PO 441F2743622
University of California San Diego PO 10243683
Renssalear Polytechnic Institute PO PO0O53820
Renssalear Polytechnic Institute PO P0053909
Harvard University SUBAGREEMENT
Northeastern University PO 304404

University of Hawaii PO Z699379

Joint Oceanographic Institution JOI 5 02

Columbia University PO 544534

Massachusetis Institute of Tehnology PO 5700004669
University of Miami PO AA14758

Harris Acoustic Products Corp PO 4860 006
University of New Hampshire PO PSUZX013
Hamilton College SC 905051

Monterey Bay Aquarium Research Institute PO 0510400
University of California Santa Barbara SC K5116
Marine Biological Laboratory SUBAWARI 26035
University of Hawail AGREEMENT 2745414
New England Agquarium SUBCONTRACT

Marine Biological Laboratory PO 0281000 5500
University of Rhode Island PO 0082900 0000006182
Kent State University MC PAYMENT

Oregon State University PO S0663A

University of Delaware PO 5793

University of Washington PO 155902

University of Alaska PO FP505958

California State University PO 45793

University of Alaska PO FP506906

Smithsonian Institution 03 SUBC 440 0000006204
Cornell University AGRMNT 39190 6561

Rutgers University PO 8596662

University of Miami SUBAWARD 667470
University of Washington PO 107233

Rutgers University PO 567264

University of Rhode Island PO 0000007462
University of Hawali AGREEMENT

Federal
CFDA
Number

47

Pass-throngh
Identification Number/
CFDA Extension

PO RF052555
PO 4500222710
PO 122748
PR662901
PO 10242922
SUB 081605 332930
PO 5510033019
AGREEMENT KX3107
SUBCONTRACT NO. 1
PO 543237
PO 553242
PO 4520423422
PO 913507
PO 113523
PO Z723545
PO 441F2743622
PO 10243683
PO POB53820
PO P0053909
SUBAGREEMENT
PO 304404
PO Z699379
JOI3 02
PO 544534
PO 5700004669
PO AAL4758
PO 4860 006
PO P5UZX013
SC 905051
PO 0510400
SCK5116
SUBAWARID 26035
AGREEMENT 7745414
SUBCONTRACT
PO 0281000 5500
PO 0082900 0000006182
MC PAYMENT
PO 50663A
PO 5793
PO 1535902
PO FP305958
PO 45793
PO FP3506506
03 SUBC 440 0000006204
AGRMNT 39190 6561
PO 5396662
SUBAWARD 667470
PO 107233
PO 567264
PO 0000007462
AGREEMENT

The accompanying notes are an integral part of this schedule.
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Expenditures

5,700
3,562
143
119
8,433
7,830
981
17,543
25,497
25
4,068
783
652
309
13,041
850
141,830
1,902
1,284
89,728
45,518
111,323
22,974
90,070
12,460
3,110
11,910
460
21,247
1,559
30,811
18,293
89,132
75,464
5
10,604

(75)
703
1,112
67
3,184
5,609
750
871
31,261
345
12,686
25
561
6,487
20,234



Woods Hole Oceanographic Institution
Schedule of Expenditures of Federal Awards

December 31, 2005

Major Program
Research and Development

University of South Florida PO 7565

University of Montana SC PG5676 02

Rutgers University PO 567679

Cornell University SUBAWARD 47400 7813
University of California San Diego PO 10247958
American Museum of Naturat History PO 38017
University of Washington SUB 938087

Columbia University SUB 539517

University of South Florida PO 7000008120
University of Hawaii PQ 2728392

University of Massachusetts PO 001088855
University of Minnesota PO 524F2689025

Bermuda Biological Station for Research Inc. PO 39108
University of Georgia PO 0199215

University of California Santa Barbara SUB KK2115
Renssalear Polytechnic Institute PO P0O049274

Bermuda Biological Station for Research Inc. AGREEMENT

Rutgers University PO 569621
University of Minnesota PO 324F2869812

Environmental Protection Agency
Louisiana State University LSU 9401251XX
NSF International 0306394 W1
Rutgers University SC1898
Yale University PO 350317

Department of Health and Human Services
Boston University GC18197INGA
Boston University Medical Center BU MEMORANDUM
Boston University PO MC201270DIW
Massachusetts Eye and Ear Infirmary F246658
MUSC Medical University of South Carolina CH1096600

Miscellaneous
Sandia National Laboratorics PO 443993
University of California Santa Barbara UCSB KK4126
International Pacific Halibut Commission PO 8085
University of California San Diego PO 10243594

Total Pass Through Awards
Total R&D Cluster
Total Expeditures of Federal Awards

Federal
CFDA
Number

Pass-through
CFDA Extension
47 PO 7565

SCPG5676 02
PO 567679

SUBAWARD 47400 7813

PO 10247958
PO 38017
SUB 938087
SUB 539517
PO 7000008120
PO Z728392
PO 001088855
PO 524F2689025
PO 39108
PO 0199215
SUB KK2115
PO P0O049274
AGREEMENT
PO 569621
PO 524F2869812

66
L3U 9401251XX
0306394 W1
463
PO 350317

93
GCI8197INGA
113
I3
F246658
113

81 PO 443995
049
99 PO 8085
PO 10243594

The accompanying notes are an integral part of this schedule.

Identification Number/

$

2005

Expenditures

955
312
492
3,995
152
4,040
72,424
19,679
2,509
46
2,035
44
4,484
1,150
137,002
1.311
56,806
8,502
244

2,847,744

44,137
202,456
46,434
1,239

264,286

57,105
188,665
58,075
350
40,951

345,146

33,780
28,944
9

42
62,775

10,109,282

100,636,540
100,636,540



Woods Hole Oceanographic Institution

Notes to Schedule of Expenditures of Federal Awards
December 31, 2005

1. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the "Schedule”) has been
prepared using the accrual basis of accounting and in accordance with OMB Circular A-133, Audils
of States, Local Governments, and Non-Profit Organizations. The purpose of the Schedule is to
present a summary of those activities of the Institution for the year ended December 31, 20035
which have been financed by the U.S. Government (federal awards). For purposes of the Schedule,
federal awards include all federal assistance entered into directly between the federal government
and the Institution and federal funds awarded to the Institution by a prime recipient. Because the
Schedule presents only a selected portion of the activities of the Institution, it is not intended to and
does not present the financial position, changes in net assets, or cash flows of the Institution. Pass-
through identification numbers are presented where available.

2. Subrecipients
The Institution passed through federal awards to subgrantee organizations in the R&D Cluster.

Expenditures incurred by the subgrantees and reimbursed by the Institution are presented in the
Schedule of Federal Awards. Amounts for the year ended December 31, 2005 are:

Federal Agency CFDA # Amount
National Science Foundation 47 $ 2,504,254
Department of Defense

United States Navy 12 680,049

United States Army . 12 3,728
Department of Commerce

National Oceanic and Atmospheric Administration 11 1,436,467
Department of Energy 81 85,890
National Aeronautics and Space Administration 43 127,657
Department of Health and Human Services

National Institutes of Health 93 266,812
Environmental Protection Agency 66 110,745

$ 5,215,602

3. Fringe Benefits and Indirect Costs

The Institution recovers fringe benefits and indirect costs associated with federal award programs
pursuant to fixed rates with carryforward provisions negotiated annually with the Office of Naval
Research (ONR). The 2005 fixed rates were based on budgeted information for the year ended
2004. The base and pool balances for the actual 2005 rates are contained in the 2005 DCAA report
number 2171-2005N10110001, Report 6 in this A-133 report.

The Defense Contract Audit Agency (DCAA) is responsible for auditing both direct and indirect

charges to grants and contracts on behalf of ONR. The Institution and ONR have settled the years
through 2004, The 2005 indirect cost recovery rates include the impact of prior year settlements.
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Report 2

Report of Independent Auditors on Internal Control
over Financial Reporting and on Compliance and Other
Matters Based on an Audit of the Financial Statements Performed
in Accordance with Government Auditing Standards

To The Board of Trustees of
Woods Hole Oceanographic Institution

We have audited the financial statements of Woods Hole Oceanographic Institution (the "Institution")
as of and for the vear ended December 31, 2005, and have issued our report thereon dated April 24,
2006, except for Note 13 for which the date is October 4, 2006. We conducted our audit in accordance
with auditing standards generally accepied 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.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Institution's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide an opinion on the internal control over financial reporting.
Qur consideration of the internal control over financial reporting would not necessarily disclose all
maiters in the internal control over financial reporting that might be material weaknesses. A material
weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error
or fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Institution's financial statements are free
of 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.

We noted certain matters that we reported to management of the Institution in a separate letter dated
March 30, 2006.
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This report is intended solely for the information and use of the Institution's audit committee,
management and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than those specified parties.

Pucsanledoalogmrs. L

April 24, 2006, except
for Note 13 of the financial statements, for which
the date is October 4, 2006
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Report 3

Report of Independent Auditors on Compliance
with Requirements Applicable to Each Major
Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

To The Board of Trustees of
Woods Hole Oceanographic Institution

In connection with the coordinated aundit of Woods Hole Oceanographic Institution (the "Institution™)
as provided for in the U.S. Office of Management and Budget ("OMB") Circular A-133, dudits of
States, Local Governments, and Non-Profit Organizations, the U.8. Defense Contract Audit Agency
("DCAA™) and PricewaterhouseCoopers LLP each performed specific audit requirements and provided
the respective audit reports. Responsibilities under the coordinated audit approach were assigned as
follows:

1. The DCAA conducted the audit of the Institution's compliance with the requirements described in
the U.S. OMB Circular Compliance Supplement that are applicable to its major federal research
and development program, with the exception of the awards received from National Science
Foundation ("NSF"). In addition, the DCAA tested the internal control structure with respect to the
compliance requirements as they relate to these awards, except awards received from NSF, under
the Institution's major research and development program. Additionally, the DCAA tested the
Institution's indirect cost rates, which includes testing of the Institution's service centers for all
awards, including NSF. The DCAA's reports on compliance and internal controls are included in
the package as Report 6.

2. PricewaterhouseCoopers LLP conducted the audit of the Institution's compliance with all of the
requirements described in the U.S. OMB Circular Compliance Supplement that are applicable to its
major federal research and development program for NSF awards, except the compliance
requirement, allowable costs/cost principles as it relates to indirect cost rates. In addition,
PricewaterhouseCoopers LLP tested the internal control structure with respect to compliance
requirements as they relate to NSF awards, except those related to indirect cost rates, under the
Institution’'s major research and development program.

Compliance

As part of the aforementioned coordinated audit, we have audited the compliance of the Institution with
the types of compliance requitements described in the U.S. Office of Management and Budget (OMB)
Circuylar A-133 Compliance Supplement that are applicable to NSF awards included in the Institution's
major federal program for the year ended December 31, 2005. The Institution's major federal program
is identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs (Report 4). Compliance with the requirements of laws, regulations, contracts, and
grants applicable to its major federal program is the responsibility of the Institution’s management.

Our responsibility is to express an opinion on the Institution's compliance based on our audit.

45



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 Siandards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 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 Institution's compliance with those requiremnents and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the Institution's
compliance with those requirements.

In our opinion, the Institution complied, in all material respects, with the requirements referred to
above that arc applicable to NSF awards included in its major federal program for the year ended
December 31, 2005. However, the results of our auditing procedures disclosed instances of
noncompliance with those requirements, which are required to be reported in accordance with OMB
Circular A-133 and which are described in the accompanying schedule of findings and questioned costs
as item 05-1 (Report 4).

Internal Control over Compliance

The management of the Institution is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the Institution's internal control
over compliance with requirements for NSF awards that could have a direct and material effect on the
major federal program in order to determine our auditing procedures for the purpose of expressing our
opinicn on compliance and to test and report on internal contro over compliance in accordance with
OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a reporiable condition
in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters for NSF awards involving
the internal control structure over compliance and its operation that we consider to be material
weaknesses.

This report is intended solely for the information and use of the Institution's audit committee,
management, and federal awarding agencies and pass-through entities, and is not intended to be and
should not be used by anyone other than those specified parties.

Prngeoatsit suselogorn <P

October 6, 2006
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Woods Hole Oceanographic Institution Report 4
Schedule of Findings and Questioned Costs
Year Ended December 31, 2005

I. Summary of Auditors' Result*

Financial statements

Type of auditor's report issued Unqualified
Internal control over financial reporting
Material weakness(es) identified? __yes _X no
Reportable condition(s) identified that are not
considered to be material weaknesses? ___vyes _x nonereported
Noncompliance material to financial statements noted? __yes _X no

Federal Awards relating to NSF*

Internal control over major programs

Material weakness(es) identified? ___yes _X 1o
Reportable condition(s) identified that are not '
considered to be material weaknesses? ___yes _X none reported

Type of auditor's report issued on compliance for major
programs Unqualified

Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of OMB Circular A-133? x yes _ 1o

Identification of major programs

CFDA Number Name of Federal Program
or Cluster
Various Research and Development

Dollar threshold used to distinguish between Type A
and Type B programs $ 3,019,096

Auditee qualified as low-risk auditee _X _ves ___ no

*This is a summary of PWC audit results and, accordingly, it does not indicate findings related to
DCAA work. For a summary of DCAA audit results, refer to page 64 of Appendix 1 of DCAA
report 2171-2005N10110001.
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Woods Hole Oceanographic Institution
Schedule of Findings and Questioned Costs
Year Ended December 31, 2005

IT. Financial Statement Findings
None
111. Current Year Findings and Questioned Costs for Federal Awards
05-1 Performance Reporting
In accordance with the National Science Foundation, General Grant and Conditions, unless
otherwise specified in the award, annual project reports shall be submitted to the cognizant NSF

Program Officer at least three months prior to the end of the current period. In a sample of thirty
NSF awards, we found fifteen awards which were not submitted by the required deadline as

follows:
CFDA Number Name of Award Year
47.050 OBSIP 2005
47.050 Broadband Obs/Burial Syst. Rep 2001
47.050 AWin/ROV Ops 2005 2005
47.050 Components/LARVL Transport Rep. 2000
47.049 Molecular isotopic tools recap 2000
47.050 Surfzone turbulence and bubbles Rep 2002
47.050 Plankton recorder survey recap 2001
47.050 JGOFS/SMP recap 2001
47.050 PCDS 2003
47.050 Carbonate sediments recap 2001
47.050 Wims recap 1999
47.050 Laser induced breakdown 2004
47.050 L.AU Basin 2004
47.050 Subtropical north atlantic 2004
47.050 Numerical study cope pods 2004

Cause and Effect

The late reports are caused by a lack of a formal monitoring process and the effect is late reports.
Management implemented a new performance reporting policy in August 2005. Eight of the
exceptions occurred prior to the implementation of this policy.

Recommendation

As indicated in the finding above, management implemented new internal controls surrounding
performance reporting during fiscal year 2005. Management should continue to monitor the due
dates for submitting reports, and principal investigators should be reminded as due dates

approach. Management should also continue to make changes in its internal controls policy as
needed.

Management's Views and Corrective Action Plan
Following these findings are management's views and corrective action plan.
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Laurie Murphy
Assistant Controller

05-1 Performance Reporting

Management Response

The Institution continues to monitor the due dates for submitting performance reporis. As
noted above, the institution implemented new procedures for performance reporting in
CY2005. In CY2006 the procedures were enhanced to more efficiently control timely
submission. In August of CY20086, the following procedure was adopted:

* On a monthly basis the Senior Grants Administrator of Grant and

 Contract Services develops a listing of NSF projects requiring an annual
report one month in advance of the submission date. The list of projects
is sent to each department for distribution to individuai PI's.

« Once received by the department, the Department Administrator and/or

designee will notify each PI of the required report and required date of
submission.

» Shortly after the required submission date, the Senior Grants
Administrator reviews the NSF FastLane system to determine if the
reports have been submitted. For each report not completed, the
department is again nofified and the Pl is required to provide an
explanation to the Director of Research of the Institution as to why the
report could not be completed, and also provide an anticipated
completion date. Such documentation is now required for audit purposes.
Failure to submit timely reports may have an impact in other areas such
as annual performance reviews.

« This procedure was communicated to each department by the Director of
Research on August 7, 2006. In addition, the Senior Grants Administrator
and the Controller met with each department to review performance
reporting reguirements, and in addition, notified each department of any
backlog of delinquent reports. '

Contact Person:

Kwie Mephy_

Laurie Murphy

Phone: (508) 289-2366 » Fax: {(508) 457-2157 # Imurphy@whoi.edu
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Prior year finding:
04-1 Performance Reporting

F’ricewaterhouseCoopérs LLP found that in a sample of fifteen NSF awards
tested, seven awards were not submitted by the required deadline specified by
the National Science Foundation General Granis and Conditions.

During 2005 the Institution corresponded directly with NSF in an effort to ensure
the timeliness of submission of performance reports. Also during 2005
representatives of Grant and Confract Services and the Controlier's Office met
with the Department Administrators to review in detail the requirements of Article
15 (a), (b) and (c) of the NSF General Terms and Conditions. Reviewed were
the requirements for submitting the reports three months prior to the end of the
cuirent budget period. During the presentation of the information it was
discovered there had still been confusion in the Departments as to the correct
submission dates for performance reports. This is now clear to the
Administrators and they will pass this information to the Principal investigators.

Each departiment has an Administrative Professional maintaining a data base
relating to report submission. They utilize the NSF Fastlane website to verify the
due dates of the performance reports. Representatives of Grant and Contract
Services and the Controller's Office will monitor the Fastlane website monthly to
determine that reports are timely and will foliow up with the departments on any
oufstanding reports.

Contact Person:

i Pruapphiy.

Laurie Murphy, Assistant Controller
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Prior year finding:

04-2 Equipment and Property Management

PricewaterhouseCoopers LLP selected from the National Science Foundation
and the National Oceanic and Atmospheric Administration property listing thirty
items for festing. Of the thirty items one item could not be located by the
Propeity Office. The item was destroyed in a fire at the Clark Laboratory and the
Property Office was not notified to remove it from the property listing.

In a coniinuing effort o meet the requirements of the Compliance Supplement,
the Property Office will continue to remind all employees of the proper
procedures for disposal of equipment through the use of weekly employee
netification (WHOI Headliners). The Property Administrator has provided fraining
relating to property matters to the Adminisirative Professionals of each
depariment. The Property Administrator continues to review the Property
policies and procedures of the Property Office with all new employees.

Contact Person:

Psie ZPusphe.

Laurie Murphy, Assistant Controlier
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Audit Report No. 2171-2005N10110001

SUBJECT OF AUDIT

We have audited Woods Hole Oceanographic Institution’s (WHOI) compliance with
requirements described in the U.S. Office of Management and Budget Circular A-133
Compliance Supplement that are applicable to its major federal research and development
program, with the exception of the Federal awards associated with the National Science
Foundation (NSF). PricewaterhouseCoopers LLP was responsible for performing specific audit
procedures with respect to the compliance requirements of OMB Circular A-133 for NSF Federal
awards. WHOT’s major federal program is identified in the summary of auditor’s results section
of the accompanying schedule of findings and questioned costs, Appendix 1, page 12.

WHOI and the Office of Naval Research (ONR) negotiated fixed indirect cost and fringe
benefit rates with carry forward for FY 2005 on January 24, 2005. The negotiated fixed indirect
cost and fringe benefit rates with carry forward apply to the federal awards as prepared in
WHOY’s “Schedule of Expenditures of Federal Awards”. The Negotiation Agreement, which
documents the negotiated fixed indirect cost and fringe benefit rates for FY 2005, is presented in
Appendix 4, page 41 of this report.

WHOTI’s compliance with the requirements of laws, regulations, contracts, and grants
applicable to its major federal program is the responsibility of WHOI’s management. Our
responsibility is to express an opinion on the WHOI’s compliance based on our audit.

INTERNAL CONTROIL OVER COMPLIANCE

The management of WHOI is also responsible for establishing and maintaining adequate
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. Our responsibility is to obtain an understanding of WHOTI’s
internal control over compliance in order to determine our auditing procedures for the purpose of
expressing an opinion on compliance and to test and report on the internal control over
compliance in accordance with OMB Circular A-133.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The complete WHO! Schedule of Expenditures of Federal Awards is included in the
independent public accountant’s audit report. As such, refer to the independent public

accountant’s report for comments regarding the adequacy of WHOI’s Schedule of Expenditures
of Federal Awards.

53



Audit Report No. 2171-2005N10110001

SCOPE OF AUDIT

We conducted our audit in accordance with generally accepted government auditing
standards and Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments and Nonprofit Organizations. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements listed below that could have a direct and material
effect on the major federal program being audited occurred.

Activities allowed or unallowed

Allowable costs/cost principles

Cash management

Davis-Bacon Act

Eligibility

Equipment and real property management
Matching, level of effort, earmarking
Period of availability of funds

Procurement and suspension and debarment
Program income

Real property acquisition and relocation assistance
Reporting

Subrecipient monitoring

Special tests and provisions

An audit includes:

evaluating the auditee's internal controls, assessing control risk, and
determining the extent of audit testing needed based on the control risk
assessment;

examining, on a test basis, evidence about the auditee’s compliance with those
requirements and performing other procedures as the auditor considered
necessary in the circumstances;

assessing the accounting principles used and significant estimates made by the
auditee; and

evaluating the overall data and records presentation.

We evaluated WHOTI's compliance with the requirements of laws, regulations, contracts
and grants, the related internal controls, and the Schedule of Expenditures of Federal Awards
using the applicable requirements contained in:

Federal Acquisition Regulation (FAR),

Defense FAR Supplement (DFARS),

Cost Accounting Standards (modified coverage),
NASA FAR Supplement,

NASA Grant and Cooperative Agreement Handbook,
DoD Grant and Agreement Regulations {DoDGARS],
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Department of Energy FAR Supplement (DEAR),
National Institute of Health Guide for Grants and Contracts,
» OMB Circular A-110 — Uniform Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals and Other Nonprofit Organizations
» OMB Circular A-122 - Cost Principles for Nonprofit Organizations,
» OMB Circular A-133 - Audits of States, Local Government & Nonprofit
Organizations, and
¢ OMB Circular A-133 Compliance Supplement.

In planning and performing our audit, we considered WHOI’s internal control over
compliance with requirements that could have a direct and material effect on a major federal
program. For the purpose of expressing an opinion on compliance and to test and report on

internal control over compliance, we determined our auditing procedures in accordance with
OMB Circular A-133.

~ We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of WHO!’s compliance with those requirements.

RESULTS OF AUDIT

COMPLIANCE:

In our opinion, WHOI complied, in all material respects, with the requirements referred
to above that are applicable to the Federal awards that we were responsible for auditing under the
research and development program. However, our audit disclosed instances of noncompliance
with those requirements of Allowable Costs/Cost Principles and Period of Availability of Federal
Funds that are applicable to the research and development program, which are required to be
reported in accordance with OMB Circular A-133, and which are described in the accompanying
Schedule of Findings and Questioned Costs, Appendix 1, page 12.

Direct Costs. We questioned $48,477 of direct costs associated with federal government
awards. Details of the questioned costs are summarized in audit findings 05-A through 05-D of
Appendix 1, page 13 of this report. Direct costs not questioned are provisionally approved
pending final acceptance. Final acceptance of amounts proposed under federal awards does not
take place until performance under the award is completed and accepted by the cognizant
authorities and the audit responsibilities have been completed.
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Indirect Costs. WHOI and the Office of Naval Research (ONR) negotiated fixed rates
with a carry forward provision for FY 2005 on January 24, 2005. The negotiated fixed rates with
carry forward provisions apply to the federal awards as prepared in WHOL's “Schedule of
Expenditures of Federal Awards”. In our audit, we verified that WHOI applied the negotiated
indirect rates to the appropriate bases, and that the amounts claimed were the products of
applying the indirect rates to the applicable bases. The negotiated fixed indirect rates for FYE
December 31, 2005 are as follows:

FY 05 Negotiated  Allocation

Indirect Category Fixed Indirect Rates Base

Employee Benefits
Regular 47.20% a
Regular OT 14.02% b
Casual 10.09% c
Casual OT 10.28% b
Laboratory Overhead 53.34% d
General & Administrative 37.21% e

Allocation Bases:

(a) Total assignable salaries of regular employees (direct and indirect) excluding
Graduate Rescarch Assistants and overtime salaries ($43,231,720).

'(b) Total assignable overtime salaries of regular employees (Regular OT $2,369,719)
(Casual OT $33,836).

(¢) Total assignable salaries of casual employees (direct and indirect) excluding Graduate
Research Assistants and overtime salaries ($638,089).

(d) Direct research and education salaries plus related Employee Benefits plus one half of
Graduate Research Assistant salaries ($34,887,264).

(e) Direct salaries plus related Employee Benefits incurred for Research, Education, Ship
Operations (including submersibles), Development, Housing, Oceanus Magazine and
other appropriate final cost objectives ($43,601,531).

GOVERNMENT PARTICIPATION IN ALLOCATION BASES

Government

Indirect Flexibly Priced FFP Yederal Awards and

Category ‘ Federal Awards Commercial Work - Total
Employee Benefits

Regular 85% 15% 100%
Overtime 99% 1% 100%
Casual 87% 13% 100%
Laboratory Overhead 81% 19% 100%
General & Administrative  79% 21% 100%
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Service center and directly allocated rates: In our opinion, WHOT’s service center and
directly allocated rates are acceptable as adjusted by our audit. The claimed and adjusted
service center and directly allocated rates for FYE December 31, 2005 are as follows:

Audit
Allocation Claimed Questioned Finding  Page
Description Base Rate Rate Difference Number Number

R/V Atlantis II a. $ 223877.02 $ 22,877.02
R/V Knorr a. $  28,505.65 $ 28,505.65
R/V Oceanus a. $ 12,857.33 $ 12,857.33
R/V Tioga c. $ 1,221.77 $  1,221.77
Deep Submergence Program a. $ 13,789.08 £ 13,789.08
Marine Shore Services k. 19.98% 19.98%
Plant Operations & Maintenance 1. $ 54.84 b 54.84
Shop Services b. $ 43.57 3 43.57
Graphic Arts b. $ 68.83 $ 68.83
Technical Assistance b, $ 51.92 3 51.92
Mass Spectrometer c. $ 482.36 3 482.36
Paleo Mass Spectrometer d. 5 15.98 $ 15.98
Ion Microprobe Facility:

IMS 1270 0. $ 106.54 $ 106.54

OMS3F 0. by 57.71 3 57.71
ICP Facility c. $ 385.78 5 385.78
IGF Facility a, 5 285.73 $ 285.73
HP Plotter c. 5 84.89 3 84.89
SSSG-Log and Coord a. 8 1,220.96° $ 1,220.96
SSSG-Atlantis a. $ 2,072.97 $  2,072.97
$88G-Knorr a. $  2,404.99 $  2,404.99
88S8G-Oceanus a. $ 1,866.98 $ 1,866.98
Radionuclide Analytical c. $ 183.03 $ 183.03
Miso Camera f, 3 1,003.99 b 1,003.99
Micro Modem g. §  2,502.05 $  2,502.05
Martha's Vinehard Coaster Observatory

Nodes h $ 443431 § (3,50993) § 834424 05-E 21
Calibration e $ 73.69 $ 73.69
Nutrient Facility d b 10.16 $ 10,16
Gravimeter 1 $ 8,000.00 $ 8,000.00
CT Scanner

Scanning e $ 217.73 $ 217.73

Support $ 136.86 b 136.86
Specialized Instrument Capability e $ 314.00 5 314.00
Small Boats:

Mytilus $ 59.50 3 59.50

Calanus . 3 52.00 3 52.00

Limulus e. 3 23.00 $ 23.00
Research Vehicle:

Vehicle e. $ 55.15 $ 55.15

Mileage @ .405 i. $ 1.48 b 1.48

Milcage @ 485 i $ 1.77 3 1.77
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Allocation Bases

(a) Operating Days (Atlantis II- 271 days; Knorr - 199 days; Oceanus - 250 days; Deep
Submergence Program — 382 days; SSSG Atlantis — 271 days, SSSG Knorr — 199
days, SSSG Oceanus — 250 days; SSSG Log & Coord. 720 days; IGF Facility —
1,303.5 days).

(b) Labor Hours Per Biweekly Time Cards (Shop Services — 54,662.4 hours; Technical
Assistance — 41,486.25 hours; Graphic Arts — 12,564.5 hours)

(c) Half days of use. (R/V Tioga— 263 2 days; Mass Spectrometer - 364 1/2 days; ICP
Facility - 743 1/2 days; HP Plotter - 22 1/2 days; Radionuclide Analytical —205 172
days;)

(d) Samples. (Paleo Mass Spectrometer — 8,977 samples; Nutrient Facility — 7,649.75
samples)

(¢) Hours of use. (IMS 1270 104.17 hours; OMS3F 1,254.01 hours; Scanning — 134.5
hours; Support — 440 hours; Specialized Instrument Capability — 470 hours; Small
Boats — Mytilus — 250 hours; Calanus — 62 hours; Limulus — 90 hours; Research
Vehicle 90.5 hours; Calibration — 2,154.5 hours)

(f) Tows. (Miso Camera — 134.39 tows)
(g) Modems. (Micro Modem — 53.5 modems)
(h) Nodes. (Martha’s Vineyard Coastal Observatory nodes — 21 nodes)
(i) Miles. (Research Vehicle Mileage —@.405 — 2,224 miles; —<@.485 - 137 miles)
(j) Marine Salaries. ($4,498,047)
(k) Average Weighted Square Feet. (233,903.8)
(1) Units. (2.75)
Appendix 3, page 28, includes a Schedule of Allowable Costs by Federal Award.

INTERNAL CONTROL OVER COMPLIANCE

We noted certain matters involving the internal control over compliance and its
operations that we consider to be a reportable condition. Reportable conditions involve matters
coming to our attention relating to significant deficiencies in the design or operation of the
internal control over compliance that, in our judgment, could adversely affect the organization’s
ability to administer a major federal program in accordance with applicable requirements of laws,
regulations, contracts, and grants. This reportable condition is described in the Schedule of
Findings and Questioned Costs, Appendix 1, page 25 (note 05-F)} of this report.
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A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance
with the applicable requirements of laws, regulations, contracts and grants that would be material
in relation to the research and development program under OMB Circular A-133 being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Our consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material weaknesses.
However, we believe that the reportable condition described above is not a material weakness.
We believe that the cited deficiency is not so significant that the entire system is unreliable. The
contractor has agreed to correct the system deficiency and provide us an acceptable corrective
action plan which will alleviate the deficiency in a reasonable time.

SCHEDULE OF EXPENDITURES OF FEDERATL AWARDS:

The complete WHOI Schedule of Expenditures of Federal Awards is included in the
independent public accountant’s audit report. As such, refer to the independent public

accountant’s report for comments regarding the adequacy of WHOI’s Schedule of Expenditures
of Federal Awards. '

AUDITOR’S COMMENTS ON SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

As part of our audit, we included procedures to assess the reasonableness of WHOT’s
Summary Schedule of Prior Audit Findings, included as Appendix 5, page 45. Our audit
disclosed that WHOI adequately presented the status of its corrective action relating to the audit
finding disclosed in the FY 2004 A-133 audit.

We provided and discussed the audit results with Mr, David Stephens, Controller on
September 15, 2006. WHOI’s Corrective Action Plan for the Current Year, which addresses
each audit finding, is included as Appendix 6, page 48.

We provided a draft copy of the Report to the David Stephens, Controller at the exit
conference on September 15, 2006.
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1.

AUDITEE ORGANIZATION AND SYSTEMS
Organization

The Woods Hole Oceanographic Institution was established and chartered in 1930 by the
Commonwealth of Massachusetts as a private, nonprofit corporation. The Institution’s
initial endowment of three million dollars was provided by the Rockefeller Foundation,
this provided for the construction of the Institution’s first building, acquisition of a
research vessel and the beginning operating funds. The endowment fund as of December
31, 2005 is valued at $305,187,206. '

In FY 2005 the Institution received approximately 90 percent of its research funding from
the United States Government with additional funding from private sources. The funding
is used for research in a broad variety of oceanographic areas. The Institution is a premier
research facility for oceanographic studies and consists of one hundred and thirty nine
noted marine scientists including scientists from related disciplines. In addition, there are
over two hundred and five engineers and professionals, one hundred and eighty six
research assistants and laboratory technicians and one hundred professional mariners who
serve aboard the Institution’s research vessels. There is also a staff of three hundred and
five to meet the Institution’s administrative needs, laboratory maintenance, and other
support functions. '

The Institution is physically located on Cape Cod in Woods Hole, Massachusetts and the
surrounding areas where its various laboratories occupy over two hundred and nineteen
acres of land. The Institution also maintains its own facilities to operate the
Governments’ three research vessels, namely the Atlantis, Knorr, and Oceanus and the
manned submersible, ALVIN.

Since 1986, the Institution has had a graduate degree program under which studies are
conducted at the Institution, MIT and other major universities.

Accounting System

In our opinion, WHOI’s accounting system is considered adequate for the accumulation and
reporting of costs under Government cost type and fixed-price contracts and grants. WHOI’s
accounting system was reviewed in DCAA Audit Report No. 2171-2004N17740016, dated
November 8, 2004, a copy of which was sent to your office.

WHOI maintains a job cost accounting system wherein individual awards are assigned
project numbers that are used to accumulate direct costs. Indirect costs are identified with
and accumulated under individual departments which, in turn, are identified to the various
indirect cost pools. Indirect expenses are recorded and billed to projects using pre-
determined fixed rates wiih carry-forward and provisional rates.
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DCAA PERSONNEL
_ Telephone No.

Primary contact(s) regarding this audit:

Peter A. McGowan, Auditor (617)252-1026

Jeffrey Paul, Auditor (617) 753-3682

Peter G. Meade, Technical Specialist (617) 252-1030

Michael G. Weisz, Supervisory Auditor (617) 753-3703
Other contact(s) regarding this audit report:

David J. Blake, Branch Manager (617) 753-3777

FAX No.
Boston Branch Office (617) 753-3404

E-mail Address

Boston Branch Office deaa-fao2171(@dcaa.mil

General information on audit matters is available at http://www.dcaa.mil/.

AUDIT REPORT AUTHORIZED BY:

/Signed/

DAVID J. BLAKE

Branch Manager

DCAA Boston Branch Office
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AUDIT REPORT DISTRIBUTION AND RESTRICTIONS

DISTRIBUTION

Department of the Navy

Office of Naval Research

University Business Affairs

ATTN: Ms. Deborah Rafi, Director of Indirect Costs
875 North Randolph Street, Suite 1425

Arlington, VA 22217-5660 USA

Department of the Navy

Office of Naval Research

Aitn: Eric Garfield, Administrative Contracting Officer
Resident Representative

495 Summer Street, Suite 627

Boston, MA 02210-2109

Woods Hole Oceanographic Institution
ATTN: Mr. David Stephens, Controller

RESTRICTIONS

E-mail Address

rafid@onr.navy.mil

garfielde@onr.navy.mil

dstephens@whoi.edu

1. The Defense Contract Audit Agency has no objection to the auditee releasing this report at its

discretion for public inspection.

2. This report is intended solely for the information and use by federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than

these specified parties.

3. The For Official Use Only (FOUO) marking normally placed on this audit report is not a
security marking. It is a marking required by DoD Freedom Of Information Act (FOIA)
regulations, which provides notice that the report might contain information that is subject to
withholding under FOIA. The FOUO marking is a notice limited to the Department of
Defense employees. The auditee provided DCAA with written authorization to permit

removal of the FOUO markings from this report.
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Audit Report No. 2171-2005N10110001 APPENDIX 1
Page 1 of 15

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Woods Hole Oceanographic Institution (WHOT)
Fiscal Year Ended December 31, 2005

SECTIONI: -- SUMMARY OF AUDITOR’S RESULTS:

A. Financial Statements;

[nformation pertaining to the financial statements can be found in the independent public
accountant’s audit report.

B. Federal Awards:

1. Type of auditor’s report issued on compliance for major programs:
Type of Audit Opinion
Ungqualified X
Qualified
Adverse
Disclaimer

2. Internal control over major programs:

Yes None W
Reported
Material weaknesses were identified. X
Reportable conditions identified not X
considered to be a material
weakness.

3. Any audit findings disclosed that are required to be reported in accordance with Circular
A-133, Section .510(a):

rYes X
[ No
4. Tdentification of Major Programs:
CFDA Number Program
N/A Research and Development -Cluster
5. Dollar threshold used to distinguish between Type A and Type B programs:
['$ 3,000,000
6. Auditee classified as a low-risk under Circular A-133, section .530:
Yes X |
No
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Woods Hole Oceanographic Institution (WHOTI)
Fiscal Year Ended December 31, 2005

SECTION H: -- FINDINGS RELATED TO FINANCIAL STATEMENTS:

Information pertaining to the financial statements can be found in the independent public
accountant’s audit report.

SECTIONIII: FINDINGS RELATED TO FEDERAL AWARDS:
A. DIRECT COSTS

SCHEDULE OF QUESTIONED DIRECT COSTS BY PROJECT - FY 2005

Contract/ WHOI Government Account No. &

Grant No. Project No. Agency Description Questioned Notes
NODD14-00-10256 13025600 ONR Grant 5190 - Equipment $ 34,000 05-A
DACA72-01-C-0011 49001100 Dept. of the Army 5190 - Equipment 5725 05-B
NAOQ4ANMF4720405 24040500 NOAA Grant 5190 - Equipment 3,775 03-B
DACA72-01C-0011 49001100 Dept. ofthe Army 5180 - Travel - International 2,177 05-C
N00014-03-10736 130736SP ONR Grant 5310 - Other Qutside Services 2,800 05-D

Explanatory Notes:

05-A  Grant No. N00014-00-10256 - WHOI Project No. 13025600

a. Condition:

We questioned $34,000 in equipment costs on the basis that WHOI is in noncompliance
with OMB Circular A-110 (Subpart C, section .28), OMB Circular A-122 (attachment A, part 4
Allocable Costs subpart a) and compliance requirements B (Allowable Costs/Cost Principles)
and H (Period of Availability of Federal Funds compliance requirement) of the OMB Circular A-
133 Compliance Supplement.

On October 6, 2005, WHOI purchased $34,000 in equipment and charged it direct to
ONR Federal Award number N00014-00-10256 (WHOT account number 130256S5P). We
reviewed the packing slip, which indicated that WHOI received the subject equipment item on
September 29, 2005. Since the period of performance for this award ended on December 31,
2004, this meant that the receipt date of this equipment was approximately nine months after this
federal award ended. Based on these dates, it is clear that this equipment did not benefit the
reférenced Federal award. In fact, WHOI later informed us that the equipment was actually used
on a non-government project.
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b. Criteria:

OMB Circular A-122, attachment A, Section A, part 4 Allocable Costs, subpart a states in
part “A cost is allocable to a particular cost objective, such as a grant, contract, project, service,
or other activity, in accordance with the relative benefits received.” Since WHOT incurred the
obligation after the funding period ended, there was obviously no benefit to this federal award.
Therefore, we are questioning these costs on the basis that they are not allocable to the federal
awards,

OMB Circular A-110, Subpart C, section .28 states that “Where a funding period is
specified, a recipient may charge to the grant only allowable costs resulting from obligations
incurred during the funding period and any pre-award costs authorized by the Federal awarding
agency”. Since WHOI incurred the obligation after the funding period ended and as discussed
above is unallowable per OMB Circular A-122 (see above), WHOI is in noncompliance with
OMB Circular A-110.

OMB Circular A-133 Compliance Supplement — Compliance Requirement B. Costs of
goods and services charged to Federal awards are allowable and in accordance with the
applicable cost principles. Based on the above references, the questioned costs are not in
accordance with applicable cost principles (OMB Circular A-122). This means that WHOT is in
noncompliance with compliance requirement B.

OMB Circular A-133 Compliance Supplement — Compliance Requirement H. Where a
funding period 1s specified, a non-Federal entity may charge to the award only costs resulting
from obligations incurred during the funding period and any pre-award costs authorized by the
Federal awarding agency. As shown above, the equipment was purchased well beyond the period
of performance end date. As a result, WHOI is also in noncompliance with compliance
requirement H.

c. Recommendation;

We recommend that WHOI adjust their billings for this Federal award by removing the
questioned costs. Additionally, the contractor should implement a better approval process for
ordering items that are charged direct to an award. This would help ensure that items will only
be purchased for awards that they benefit and are purchased within the period of performance.
We believe this approval process should be performed by someone outside the particular
department to ensure that costs are properly charged to all awards.

d. Contractor’s Reaction;
WHOI concurs with the adjustment of $34,000 in equipment charged fo WHOI Project

No. 13025600. As the award is in a closed status repayment will be made payable to the United
States Treasury sent to the attention of Eric Garfield, Contract Specialist ONR.
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The Assistant Controller will communicate with Grants and Contract Services as well as
the Department Administrators and Department Adminisirative Assistants to ensure only
allowable and allocable costs are charged to projects. In addition it will be reiterated that costs
must only be charged during specified funding periods. The communication will entail e-mail as
well as attending department meetings.

05-B. Contract No. DACA72-01-C-0011 and Grant No. NAO4NME4720405

a. Condition:

We questioned $9,500 in equipment costs on the basis that WHOI is in noncompliance
with compliance requirement B (Allowable Costs/Cost Principles) of the OMB Circular A-133
Compliance Supplement and OMB Circular A-122.

On October 21 , 2005, WHOI purchased a new Yamaha F115 Four Stroke Engine for ore
of its boats by the name of Balena. The actual invoiced cost for the outboard motor is $9,500.
WHOI allocated the total invoiced cost between the following two final cost objectives:

Federal Award Number Federal Agency Award Type Cost
DACAT72-01-C-0011 Department of Army  Contract $ 5,725
NACGANMFE4720405 NOAA Grant 3,775

$ 9,500

However, our review of WHOI’s purchase requisition disclosed no evidence as to the
rationale WHOI used to directly allocate the costs associated with this outboard motor between
the two Federal awards.

We then reviewed WHOI’s FY 2005 depreciation expense records which disclosed that
WHOI had capitalized the costs of another small boat motor and depreciated it over the estimated
life of the asset. In accordance with OMB Circular A-122, section B.1 “...a cost may not be
assigned to an award as a direct cost if any other cost incurred for the same purpose, in like
circumstance, has been allocated to an award as an indirect cost”. It is our position that the
purchase of the outboard motor on October 21, 2005 is for the same purpose, in like
circumstances, as the prior one and therefore, should be accounted for in a same manner
{capitalized and depreciated over its useful life).

There is also an issue on the allocability of these costs to only two awards. In accordance
with OMB Circular A-122, Attachment A, section A.4.a., “A cost is allocable to a particular cost
objective, such as a grant, contract, project, service, or other activity, in accordance with the
relative benefits received”. It is our opinion that an outboard motor for a small boat will benefit
more than just the two referenced Federal awards. As such, the costs associated with that motor
should be allocated accordingly.
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Finally, OMB Circular A-122, Attachment B., 15, states that the purchase of equipment
and other capital expenditures, requires advance approval by the awarding agency for general
purpose equipment. The definition of general purpose equipment is that the purchased item has
to have a useful life exceeding one year, its unit cost is greater than $5,000 and it is not limited to
research, medical, scientific to other technical activities. Based on our review, we concluded that
the outboard motor meets this definition and is considered general purpose equipment. However,
WHOI did not receive prior approval from either Federal agency prior to purchasing this
equipment.

b. Criteria:

OMB Circular A-122, Attachment A, part B.1, (Direct costs) states in part “Direct costs
are those that can be identified specifically with a particular final cost objective, i.e., a particular
award, project, service, or other direct activity of an organization. However, a cost may not be
assigned to an award as a direct cost if any other cost incurred for the same purpose, in like
circumstance, has been allocated to an award as an indirect cost...”.

OMB Circular A-122, attachment A, Section A, part 4 Allocable Costs, subpart a states in
part “A cost is allocable to a particular cost objective, such as a grant, contract, project, service,
or other activity, in accordance with the relative benefits received.” We are of the opinion that
the direct allocation of these costs to the projects is not consistent with the relative benefits
received by these projects in the circumstances.

OMB Circular A-122 Attachment B, 15 Equipment and other capital expenditures subpart
b (1) states “Capital expenditures for general purpose equipment, buildings, and land are
unallowable as direct charges except where approved in advance by the awarding agency”.

OMB Circular A-133 Compliance Supplement — Compliance Requirement B. Costs of
goods and services charged to Federal awards are allowable and in accordance with the
applicable cost principles. Based on the above references, the questioned costs are not in
accordance with applicable cost principles (OMB Circular A-122).

c. Recommendation:

We recommend that WHO! adjust their billings for these two Federal awards by
removing the questioned costs. We also recommend that WHOI implement a policy that requires

documentation to be maintained whenever the cost of a particular item is split between multiple
awards.

d. Contractor’s Reaction:
WHOI concurs with the adjustment of 85,725 in equipment charged to WHOI Project No,

49001100 as well as $3,775 in equipment charged to WHOI Project No. 24040500. WHOI will
adjust the billings for these federal awards by removing the questioned costs.
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WHOI will work to develop a procedure to accurately allocate costs when a purchase is
made relating to more than one project. When completed the procedure will be included with the
communications to WHOI departments.

05-C. Contract No. DACA72—01 -C-0011 - WHOT Project No. 49001100

a. Condition;

We questioned $2,177 in airfare costs on the basis that WHOI is in noncompliance with
compliance requirement B (Allowable Costs/Cost Principles) of OMB Circular A-133
Compliance Supplement, and OMB Circular A-122.

- On/or about May 26, 2005 a WHOI employee (P. Tyack) traveled overseas. WHOI then
charged the roundtrip airfare costs associated with this trip ($2,177) directly to Army Federal
Award number DACA72-01-C-0011 (WHOI account number 49001100). An unidentified third
party paid the remainder of the employee’s travel costs. During our evaluation of these costs we
asked WHOI to provide us with the employee travel expense report, purpose of travel, dates of
travel, identity of third party who paid the remaining travel related expenses and the employee’s
timesheet during the period of performance. However, WHOI was unable to provide us with any
of this information. In accordance with OMB Circular A-122, attachment A, section.A.2 a cost
is unallowable if it is not adequately documented. Since WHOI is unable to provide us with any
documentation to support the allowability of the airfare costs, we are questioning them in
accordance with the OMB Circular A-122 reference noted above.

b. Criteria:
OMB Circular A-122, attachment A, Section A, part 2 states the following:

Factors affecting allowability of costs, To be allowable under an award, costs must

meet the following general criteria:

a. DBe reasonable for the performance of the award and be allocable thereto under
these principles.

b. Conform to any limitations or exclusions set forth in these principles or in the
award as to types or amount of cost items.

c. Be consistent with policies and procedures that apply uniformly to both federally-
financed and other activities of the organization.
Be accorded consistent ireatment

e. Be determined in accordance with generally accepted accounting principles
(GAAP).

f. Not be included as a cost or used to meet cost sharing or matching requirements
of any other federally-financed program in either the current or a prior period.

g. Be adequately documented. )
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OMB. Circular A-133 Compliance Supplement - Compliance Requirement B. Costs of
goods and services charged to Federal awards are allowable and in accordance with the
applicable cost principles. Based on the above references, the questioned costs are not in
accordance with applicable cost principles (OMB Circular A-122).

c. Recommendation:

We recommend that WHOI adjust their billings for this Federal award by removing the
questioned costs.

d. Contractor’s Reaction:

WHOI concurs with the adjustment of $2,177 in airfare costs charged to WHOI Project

No. 49001100. WHOI will adjust the billings for the federal awards by removing the questioned
cosls. ‘

The Assistant Controller will meet with Department Administrators ‘and Department
Administrative Assistants regarding time card and travel allocations. '
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05-D  Grant No. N00014-03-10736 - WHOI Project No. 13073600

a. Condition:

We questioned $2,800 in Other Outside Service costs on the basis that WHOI is in
noncompliance with OMB Circular A-110 (Subpart C, section .28), OMB Circular A-122
(attachment A, part 4 Allocable Costs subpart a) and compliance requirements B (Aliowable
Costs/Cost Principles) and H (Period of Availability of Federal Funds compliance requirement)
of the OMB Circular A-133 Compliance Supplement.

On February 28, 2005, WHOI charged $2,800 in other outside service costs direct to
ONR Federal Award number N00014-03-10736 (WHOI account number 1307368P). Since the
period of performance for this award ended on December 31, 2004, this meant that the receipt
date of this service was two months after this federal award ended. Based on these dates, it is
clear that the outside services did not benefit the referenced Federal award. In fact, WHOI is
unable to provide us with any information as to what project this service was used on.

b. Criteria:

OMB Circular A-122, attachment A, Section A, part 4 Allocable Costs, subpart a states in
part “A cost is allocable to a particular cost objective, such as a grant, contract, project, service,
or other activity, in accordance with the relative benefits received.” Since WHOI incurred the
obligation after the funding period ended, there was obviously no benefit to this federal award.
Therefore, we are also questioning these costs on the basis that they are not allocable to the
federal award.

OMB Circular A-110, Subpart C, section .28 states that “Where a funding period is
specified, a recipient may charge to the grant only allowable costs resulting from obligations
incurred during the funding period and any pre-award costs authorized by the Federal awarding
agency”. Since WHO! incurred the obligation after the funding period ended and as discussed
above is unallowable per OMB Circular A-122, WHOI is in noncompliance with OMB Circular
A-110.

OMB Circular A-133 Compliance Supplement — Compliance Requirement B. Costs of
goods and services charged to Federal awards are allowable and in accordance with the
applicable cost principles. Based on the above references, the questioned costs are not in
accordance with applicable cost principles (OMB Circular A-122).

OMB Circular A-133 Compliance Supplement — Compliance Requirement H. Where a
funding period is specified, a non-Federal entity may charge to the award only costs resulting
from obligations incurred during the funding period and any pre-award costs authorized by the
Federal awarding agency. As shown above, the equipment was purchased well beyond the period
of performance end date. As a result, WHOI is also in noncompliance with compliance
requirement H.
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C. Recommendation:

We recommend that WHOI adjust their billings for this Federal award by removing the
questioned costs. Additionally, the contractor should implement a better approval process for
ordering items that are charged direct to an award. This would help ensure that items will only
be purchased for awards that they benefit and are purchased within the period of performance.
We believe this approval process should be performed by someone outside the particular
department to ensure that costs are properly charged to all awards.

d. Contractor’s Reaction:

WHOI concurs with the adjustment of $2,800 in outside services charged to WHOI
Project No. 13073600. As the award is in a closed status repayment will be made payable to the
United States Treasury sent to the attention of Eric Garfield, Contract Specialist ONR.

The Assistant Controller will communicate with Grants and Contract Services as well as
the Department Administrators and Department Administrative Assistants to ensure only
allowable and allocable costs are charged to projects. In addition it will be reiterated that costs

must only be charged during specified funding periods. The communication will entail e-mail as
well as attending department meetings.
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B. SERVICE CENTER AND DIRECTLY ALLOCATED RATES

05-E. Lab Overhead Cost Center 53195 Martha’s Vineyard Coastal Observatory (MVCQO)

a. Condition:
Claimed Questioned Difference
Pool $ 93,121.00 $ (82,108.00) § 175,229.00
Base 21 0 21
Rate $ 443431 % (3,90993) § 8,344.24

( )=Increase

Our review of WHOI’s MVCO rate disclosed that WHOI understated its MVCO pool
costs by $82,108. WHOI incorrectly accumulated $82,108 in MVCO costs under its laboratory
overhead cost center (53195 MVCO) instead of its MVCO cost pool. A cost breakdown of the
total MV CO costs that WHOI accumulated in its laboratory overhead cost pool, by account
number and description, is as follows:

Account No. Description Amount
5270 Repair parts $265
5360 Communications 10,689
5410 Miscellaneous 67,303
5430 Duplicating |
5460 Electricity 3,175
5510 Technical Assistance 675

Total $82,108

During our review of these accounts, we noted that $67,227 of the $67,303 in account
number 5410 represents costs that WHO! transferred in from their MVCO service rate pool. We
sought justification from WHOI as to the reason they transferred the $67,227 of costs that they
initially identified and accumulated under the MV CO service rate pool into the laboratory
overhead cost pool. According to the contractor, the practice of transferring these costs is based
upon an agreement they have with their ONR Administrative Contracting Officer (ACO). We
then contacted WIIOI’s ACO to verify WHOT’s assertion. The ACO stated the following:

e ONR considers WHOI's accounting treatment and plan to have MVCO operating cost
removed from Lab Overhead over time acceptable because there has not been a
material cost increase to the federal government. However, if your audit of FY05
determines that there is a material cost increase to the federal government because of
the portion of MVCO costs that are included in the Lab Overhead pool, then please
advise ONR.

As part of our audit, we gathered the following information to assess the cost impact to
federal awards as a result of WHOI allocating $82,108 in MVCO pool costs through its
laboratory overhead rate instead of its MVCO rate.
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WHO! Grant/ Inception to Cost Increased
Project Gov't Grant/ Contract Date (Overrun)/ Proposed Andited Cost
No. Agency Contract No. Budget Activity Underrun Rate Rate Difference  Base Allocation
39041300 - Non-government $ 443131 § 834420 § (3,912.89) 3 0§ (11,73%¢
15481400 NOAA  NALGOC2740 h) 195,768 § 206,785 § (1017 § 443131 § 834420 3 (3,912.89) 9 § (3521¢
13062501 ONR b 188,778 § 203,611 § (14.833) § 443131 § 834420 § (3,912.89) 3 8 (11,73
Subtatal - Nan-goverament & Government Overrun Projects $ (58,69
23040300 NASA  NNGO4GLO3G $ 227,949 § 137,151 § 90,798 § 443131 § 834420 § (3,912.89) 3 8 (L,73
81991500 NSF . $ 1379696 % 1,268288 $§ 111,408 $ 443131 § 834420 § (391289 308 (11,73
Subtotal - Government Underrun Projects ¥ (23,47
Rounding error 5 §
Totals 21§ (82,10

Page 11 of 15

The federal government participation in the laboratory overhead pool is
approximately 81 percent, This means that $66,507 (81% x $82,108) of the $82,108
will be allocated to the Federal government through WHOI’s laboratory overhead
rate.

During FY 2005, WHOI allocated the costs accumulated in its MV CO rate pool (does
not include the $82,108 in MVCO costs noted above) to five projects. One was a
suspense (non-Federal government) project, and the other four were Federal awards.

Of the four Federal awards, two were in a cost overrun status as of December 31,
2005.

This means that if WHOT had correctly allocated the $82,108 in MV CO costs through
its MVCO rate, then 58,694 of the $82,108 would have been allocated to a non-
Federal government project and two government projects that are in a cost overrun
status as of December 31, 2005 (see the schedule below). As a resuit, the Federal
government would not have been billed $58,694 in costs if WHOI had properly

allocated all of the MVCO costs through its MVCO rate pool. The allocation of some

of the MV CO costs through the laboratory overhead rate allows WHOI to recover
costs that they are not entitled to recover. Hence, the contractors practice results in
increased costs being paid by the Federal government.

In summary, if WHOI allocates the $82,108 in MV CO costs through their laboratory
overhead rate, then $66,507 of the $82,108 will be allocated to the Federal government awards.
If these costs are moved to the MVCO rate pool, where they belong, then the Federal government
will only be allocated $23,414 ($82,108-$58,694). So the true cost impact is the difference
between the two methods, which is $43,093 ($66,507-$23,414).
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By allocating the MV CO costs in its laboratory overhead rate, WHOI is also in
noncompliance with OMB Circular A-122, Attachment A, section A.4.a. In accordance with that
reference “A cost is allocable to a particular cost objective, such as a grant, contract, project,
service, or other activity, in accordance with the relative benefits received”. In this case, WHOI
has developed a separate MVCO rate because they have determined that the MVCO cosis only
benefit specific awards. As a result, it is not equitable for WHOI to allocate the $82,108 in
MVCO costs through its laboratory overhead rate.

When making a determination on materiality, we refer to OMB Circular A-133, section
510(a)(3). In accordance with that section the auditor should report all questioned costs which
are greater than $10,000 for a type of compliance requirement for a major program. This impact
of this issue exceeds the $10,000 requirement and is therefore required to be reported in
accordance with OMB Circular A-133.

WHOLY’s laboratory overhead rate is fixed with a carryforward provision. As a result,
there is no impact to the F'Y 2005 labor overhead costs. However, the $82,108 in MVCO costs
that we are transferring from the labor overhead poel to the MVCO pool will be taken into
consideration when we audit the FY 2005 carryforward amount for the laboratory overhead pool.
As a note, the carryforward amount only impacts future indirect rate negotiations.

b. Criteria;

OMB Circular A-122, attachment A, Section A, part 4 Allocable Costs, subpart a states in
part “A cost is allocable to a particular cost objective, such as a grant, contract, project, service,
or other activity, in accordance with the relative benefits received.”

c. Recommendation:

We recommend that WHOI reclassify the MVCO costs in the laboratory overhead pool to
the MVCO service rate pool.

d. Contractor’s Reaction:

No corrective action is planned. WHOI continues to believe that prior communication
and approval (since 2003) from Debbie Rafi, Director, Indirect Cost Branch, ONR regarding
acceptance of WHOI's accounting treatments for MVCO overhead support was sufficient.
WHOI has been proactive in communicating their intentions regarding the overhead support.

It is the auditors position the cost impact is 843,093 of additional costs allocated to the
government. That premise is based on the fact that two government awards having MVCO costs
allocated to them were over run at the end of 2005. It should be noted that both government
awards [5481400 and 13062501 which the auditor listed as over run had sufficient funds af the
beginning of 2003 to absorb the full costs of the service center had this agreement not been made
prior to the beginning of the year. WHOI does not feel it’s proper to make an adjustment at the

close of the year afier this treatment had been agreed to and award funds had been fully spent.
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In fact, had the agreement not been made the 335,216 for15481400 and §11,793 for 13062501
totaling $46,955 would have been allowable costs on both the awards.

The audit opinion states the true cost impact is as follows:

66,507 Government portion of overhead
Less 23,414 Gov’'t projects allocated MVCO not over run at the end of 2005
43,093

However, the true cost impact including costs allocated to 15481400 and 13062501 is:

66,507 Government portion of overhead

Less 23,414 Gov'’t projects allocated MVCQO costs not over run end of 2005
43,093

Less 46,955 Gov't projects allocated MVCO costs not overrun at start of 2005
(3.862)

Therefore the government saved $3,862 using the agreed fo method.

e. Auditor’s Response:

As documented in the Condition section above, Debbie Rafi did not give WHOI approval
to continue this practice indefinitely. It all depends on the impact to the Federal government. In
our opinion there is an impact to the Federal government and therefore should not be continued.

WHOT’s other position that the Federal government actually saved $3,862 is incorrect. If
WHOT had allocated the MVCO costs to those Federal awards at the beginning of FY 2005, as
they stated, then those Federal awards would have reached their ceiling amounts sooner. This
means that WHOI would have overrun these Federal government projects by even more than they
actually did. So to say the Federal government actually saved money is not a correct statement.
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C. INTERNAL CONTROL

05-F. MBL/WHOI Library

a. Condition:

WHOI contributes to a facility referred to as the MBL/WHOI library. This is a facility
that is owned by Marine Biological Laboratory (MBL) but is also utilized by WHOI as well as
other unidentified users that pay a fee, MBL bills WHOI for use of this facility which is jointly
operated by WHOI and MBL. These bills are for support services, books, serials, copy services,
catalog services, fees & memberships and other miscellaneous expenses. In the past WHOI has
also contributed to the design and purchase of a new air conditioning system for the library.
When reviewing the allowability and aliocability of these costs, we asked WHOI to provide us
with the written agreement between the two parties in order to review the relationship between
these two parties, their responsibilities and the types of costs WHOI has agreed to pay.
However, WHOI informed us that there is no formal written agreement or any documentation as
to the extent of their relationship. In our opinion, MBL and WHOI should have a written formal
agreement, which documents their relationship as well as the costs that each party is responsible
for in order to properly conirol the payment of costs associated with the library. The lack of such
an agreement results in a significant internal control deficiency.

b. Criteria:
OMB Circular A-122, attachment A, Section A, part 2 states the following:

Factors affecting allowability of costs. To be allowable under an award, costs must meet
the following general criteria:

a. Be reasonable for the performance of the award and be allocable thereto under these
principles.

b. Conform to any limitations or exclusions set forth in these principles or in the award
as to types or amount of cost items.

¢. Be consistent with policies and procedures that apply uniformly to both federally—

Jinanced and other activities of the organization.

Be accorded consistent treatment

Be determined in accordance with generally accepted accounting principles (GAAP).

Not be included as a cost or used to meet cost sharing or matching requirements of

any other federally-financed program in either the current or a prior period.

g. Be adequately documented.

hRoR

If WHO! does not develop a written agreement with MBL, then they will not meet the
above criteria for determining the allowability of its library costs.
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C. Recommendation:

WIIOI should enter into a formal written agreement with MBL regarding the
MBL/WHOI Library. This agreement should specify the nature of the relationship between the
parties regarding Library operations, the costs associated with the library and each organizations
cost participation, the services to be provided by each party, and other relevant details.

d. Contractor’s Reaction:

WHOI concurs that we should enter into a formal written agreement with MBL
regarding the MBL/WHOI library. This information has been communicated fo the Acting
Director as well as the VP for Academic Programs. For 2007 a written agreement will be
established which will include appropriate cost participation and services provided.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005

CFDA
Major Programs Number Expenditures
National Science Foundation 47.RD 3 64,142,922
Department of Defense USN (ONR) 12.RD 16,486,612
National Oceanic & Atmospheric Administration 11.RD 13,816,146
National Aeronautics & Space Administration 43 RD 1,872,375
United States Geological Survey 15.RD 1,697,786
Department of Health and Human Services 93 RD 1,464,698
Department of Energy 81L.RD 583,789
Environmental Protection Agency 66RD : 572,161
Miscellancous 99.RD 51
Total Fe;deral Programs $ 100,636,540
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EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative
Project Toa Ended To
Number Contract Number 12/31/2004 12/31/2005 12/31/2005
United States Navy Contracts:
100058SP #N00014-05-C0058 b - 5 258,628 A 258,628
1002015P #N00014-02-C0201 961,011 509,994 1,471,006
1011745P #N00174-01-C0001 1,549,742 102,819 1,652,561
1021995P #N66604-03-D219% 324,580 234,762 559,342
1022785P #N00014-02-C0278 1,086,218 672,740 1,758,957
1041685P #N41756-04-C4186 518,148 157,888 676,036
1064308P #05C6430 - 1,007,323 1,007,323
4901518P #N00014-03-M0151 31,822 1,913 33,735
4910165P #N62306-P-1016 - 11,632 11,632
4911538P #M62306-P-5041 72,511 (154) 72,357
495710SP #N6601-05M-R710 - 39,000 39,000
496439SP #N41756-05-M6439 - 21,643 21,643
4966308P #N00024-04M-6630 7,343 74,176 81,519
496639SP #N00024-04-M6639 7,245 49,220 56,465
496907SP #ND0173-05-6907 48,243 48,243
Total Navy Conlracts ] 4,558,620 3 3,189,826 $ 7,748,446
Uniied States Navy Grants:
130006SP #N00014-05-10006 $ - A 51,737 3 51,737
1300085P #N00014-03-10008 464,934 242231 707,165
1300308P #N00014-04-10030 64,680 103,966 168,646
1300358p #N00014-06-10035 - - -
1300485P #N00014-00-10048 969,185 (51 969,134
1300825P #N00014-05-10082 14,713 43,564 58,277
1300855F #N00014-05-10083 38,556 183,707 224,264
130090SP #N00014-59-10090 1,586,820 7,902 1,594,723
1301098P #N00014-04-10109 188,383 154,043 342,426
1301295P #N00014-01-10029 3,794,045 98,509 3,892,553
1301458pP #N00014-02-10143 693,140 385,682 1,080,823
130146SP #N00014-04-10146 337,437 671,240 1,008,678
130157SP #N00014-04-101357 52,154 47,175 99,329
1302128P #N00014-03-10212 137,817 51,816 189,633
130217SP #N00014-04-10217 25,973 29,296 55,269
BOTTOM

1302218P NEPHELOID 124,502 187,287 311,789
130247SP ASIAEX DATA 52,229 3,090 55,319
1302508p - LOCO 34,691 178,466 213,158
1302568P #N00014-00-10256 694,369 - 694,369
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Project
Number
1302738P
130280SP
1302945P
1302958p
130300SP
130317SP
1303345P
1303365P
1303378P
130345SP
1303675P
130377SP
1304208P
130426SP
1304278P
1304288P
1304408SP
1304475P
1304725P
1304758P
1304825P
130488SP
130489SP
130490SP
130505S8P
130510SP
13054558pP
130564SP
130590SpP
1305938P
1306258P
130631SP
1306435P
1306518P
130668SP
130681SP
130720SP
130734SP

EXHIBIT OF ALLOWABLE COST

BY FEDERAL AWARD

Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005

Contract Number
#N00014-03-10273
#N00014-99-10280

INTERANNUAL MESO

#N00014-02-10095
#N00014-05-10300
#N00014-02-10317
#N00014-03-10334
#N00014-03-10336
#N00014-02-10337
#N00014-98-10345
#N00014-05-10367
#N00014-04-10146
#N00014-04-10420
N000314-05-10426

#N00014-05-10427
#NO0014-05-10428
#N00014-04-10440
#N00014-03-10447
#N00014-02-10472
#N00014-04-10475
N00014-05-10482

#N00014-05-10488
N00014-05-1-0489
#N00014-04-10090
#N00014-02-10050
#N00014-02-10510
#N00014-03-10545
#N00014-01-10564
#N00014-05-10090
#N00014-98-10593
#N00014-04-10625
#N00014-04-10631
#N00014-05-10643
#N00014-04-10651
#N00014-04-10668
#N00014-03-10681
#N00014-04-10720
#N00014-03-10734

Aliowable Costs

APPENDIX 3
Page 2 of 13

Cumulative
To

12/31/2004
03,003
3,292,128
142,955
481,851
941,430
151,156
27,071
118,607
967,929
141,748
24,838

114,756
371,776
158,403

75,413
235,321
365,164
149,699
702,193

1,034,497
161,405
341,431
149,657

27,086

71,488
346,527
108,983

81

Year
Ended
12/31/2005

56,693
743,247
5,559
18,149
73,796
165,662
18,103
80,772
1,226
14,425
61,182
41,323
102
6,126
75,262
6,957
365,674
156,004
37,340
206,590
93,152
" 187,539
44 587
78,792
49,849
105,020
59,322
105,005
238,541
10,819

246,483

164,023
663,301

Cumulative
To

12/31/2005
119,696
4,035,376
148,514
500,000
73,796
1,107,092
169,259
107,843
119,833
982,354
61,182
183,072
24,939
6,126
75,262
6,957
480,430
527,780
195,743
206,590
93,152
187,539
120,000
314,113
415,013
254,719
761,516
105,005
1,034,497
399,946
352,250
396,140
27,086
235,511
1,009,828
108,983
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EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year - Cumulative

Project To Ended To
Number Contract Number 12/31/2004 12/31/2005 12/31/2005
130736SP #N00014-03-10736 158,601 3,602 162,203
130753S8P N00014-05-1-0753 - 129,722 129,722
130767SP #N00G14-02-10767 991,814 178,595 1,170,409
130772SP UNCERTAINTY DRI 627,420 2,580 630,000
130773SP #N00014-04-10773 6 6,200 6,207
1307815P #N00G14-5-1-0781 - 7,997 7,997
1307828P #N00014-04-10782 1,912 46,632 48,544
1308405P #N00014-03-10840 100,289 495 100,784
130864SP #N00014-03-10864 670,175 291 670,467
1308945P #N00014-03-108%4 47,859 6,081 53,940
1309058P #N00014-00-10905 975,753 - 975,753
130913SP #N00014-02-10913 - 1,266,095 645,679 1,911,774
131011SP #N000G14-01-11011 221,552 154 221,706
1313138P #N00014-01-10313 510,692 40,426 551,118
1313738P #N00014-01-10373 10,042 432 207,814 10,250,246
1315108P #N00014-04-10250 53,346 38,154 91,500
1320375P #N00014-02-11037 374,646 25,287 399,933
1323598p #N00014-02-10359 257,665 129,611 387,276
13333558P #N00014-03-10335 210,948 63,662 279,610
133767SP #NO0C014-03-10767 153,599 24,137 177,736
133918SP #N00014-03-10918 31,594 88,393 119,987
1340298P #N00014-04-10029 37,628 132,886 220,514
134747SP #N00014-04-10474 287,723 122,765 410,488
135410SP #NO00014-05-10410 - 193,235 193,235
1354138P #N00014-05-10413 - 29,055 29,053
1357048P #NO0GG14-05-10704 - 27,839 27,836
136134SP #N000614-06-10134 - -
1361738P #N00014-06-10178 - -
1361798P #NO00014-06-10179 - -
1382465pP #N00014-02-10846 1,108,075 124,492 1,232,567
139287SP #N00014-99-10287 2,541,585 400,544 2,942,128
1400285P #N00014-96-10028 361,186 15,272 376,458
140348SpP #N00014-96-10348 1,148,003 - 1,148,003
Total Navy Grants $42,272 744 $9.318,886 $ 51,591,630
NOAA Grants:
2222738P #NA16RG2273 b 2,909,356 $ 1,205,829 3 4,115,185
2400115P #NAQ3INOS4780011 69,592 249,839 319,431
2400238P #NADINOS4780023 29,598 49308 78,907
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Project
Number
2400408SP
240045SP
240051SP
240071SP

2400845P

2401085P
2401108P
24011535P
2401565P
24016858P
240183SP
2402748P
2402875P
2403925P
2403935P
24039458P
2404025P
2404035P
2404043P
2404055P
24044058P
2404535P
2404758P
2404775P
240491SP
241051SP
2410545P
2410765P
2411028P
2411658P
2412245P
2412458P
241247SP
2414385P
2420085P
2422915P
2427358pP
2427938P
242918SP

Contract Number
#NAO4OARA600040
#NAD4OQARA600045
#NAOAOAR4600051
#NAO040AR4600071
#NA040AR4600084
H#NAQOAR4600108
#NAO30OAR4600110
#NAOIOARAGO011S
#NAQIOAR4310156
#NAO4OAR4A300168
#NAD4NOS4780183
#NAGNOS4730274
#NAOOGRUO287
H#NAOANMF4720392
HNAOANME4720393
#NAOANMF4720394
H#NADANMF4720402
#NAQNME4720403
HNAQANMF4720404
HNAOANMEF4720405
H#NAOINMFA4390440
#NAOSGPO453
H#NAQINMF4720475
#NAQINME4720477
#NAOINMF4720491
#ANAOSOAR4601051
#NAQS0AR4601054
#NAOSOARA1T71076

- #NAOSOAR4301102

#NAOSNMF4391165
ENAOSNOS4781224
#NAOSNOS4781243
HNAOSNQOS4781247
#NA160P1438
#NA16GP2008
#NA16FD2291
#NA160P2785
H#NA160P2793
#NA16GP2918

APPENDIX 3
Page 4 of 13
EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative
- To ¥nded To
12/31/2004 12/31/2003 12/31/2005
13,816 27,072 40,888
51,726 43,314 95,040
18,022 24,445 42,467
34,033 34,818 68,850
- 93,570 93,570
79,657 18,343 98,000
96,159 25,152 121,312
18,995 190,880 209,875
79,033 43,161 122,194
- 105,469 105,469
6,140 28,314 34,454
221,901 320,873 542,775
7,737,740 146,836 7,884,576
4,252 28,052 32,304
29,896 19,238 49,135
2,646 15,902 22,548
185 62,023 62,208
3,160 31,133 34,293
- 56,192 56,192
4,336 93,666 98,002
36,470 62,797 99,267
621,200 (941) 620,259
35,743 46,402 82,145
60,674 28,360 89,034
27,242 54,621 81,863
- 81,046 81,046
- 47,914 47914
- 33,368 33368
- 1,029,847 1,029,847
- 15,024 15,024
- 213 213
- 17,807 17,807
226,726 124,863 351,589
70,214 101,826 172,040
107,006 (795) 106,212
247,176 17,150 264,326
263,748 236,581 500,329
110,715 75,499 186,214
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EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute -
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative

Project To Ended To
Number Contract Number - 12/31/2004 12/31/2005 12/31/2005
2441338p HNAO4OAR4600133 - 150,601 150,601
244270SP #NADANOS4780270 37,463 112,950 150,413
Total NOAA Granfs $ 13,254,622 3 5,152,561 $ 18,407,183
NOAA Contracts:
440219SP #EA133F-02SE0219 $ 40,034 § 13,904 $ 53,938
440294SP #EA133F04SE1294 . - 24,327 24,327
4403868P #AB133FD45E0386 88,497 5,789 : 94,286
4405958P #EN133F0480595 16,928 6,015 22,944
4408265P #NFFMS5100500826 - 7,267 7,267
441001SP #DG133F04SE1001 21,124 3,867 24,991
4411458P #AB133R065E1145 - 4,418 4,418
4411965P #EA133F04SEL196 4,093 19,709 23,802
441657SP #EN133F05SU1657 - 12,853 12,853
442312SP #PO - 1,092 1,092
4423358P #EM-2355 - 4,823 4,823
4423648P #DG133R0O5SE2364 - 4,899 4,899
443000SP #EN133F05SU3000 - 7,974 7,974
443011SP #ABI133R05SE3011 - 10,000 10,000
445063SP #MC5063 ' 125 378 503
445157SP #EA133C058E5157 - 16,124 16,124
445824Sp H#EN133F05SE5824 - 2,648 2,648
445828SP #AB133F058E5828 - 75,245 75,245
446217SP #DG133F058E6217 - 11,117 11,117
4464415p #EA133C058E6441 - 451 451
446881SP #AB133F05SE6881 - - -
448850SP #8850 40,784 10,174 50,959
Total NOAA Contracts 3 211,585 3 243,074 $ 454,659
NOAA Cooperative Agreements:
3712238Pp HNAI17RI1223 $ 12,766,415 3 6,480,270 3 19,246,684
Total NOAA Cooperative Agreements S 12,766,415 $ 6,480.270 $ 19,246,684
United States Geological Survey:
480010SP #00HQAGO0001 3 4,909,949 $ 393,984 b 5,303,933
480027SP #O3ERAG0O027 26,594 6,308 32,902
480029SP #OSERAG0029 - 963,689 963,689
4800338P HOSWRAGO0033 : - 65,599 65,599
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EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative

Project To Ended To
Number Contract Number 12/31/2004 12/31/2005 12/31/2005
4801208P #OSFL.SA0120 - 2,960 2,960
4802955P HOSWRSAD295 - 10,000 10,000
480500SP #NICHOLS MC i - 8,956 8,956
4809455pP #200-2090-0945 - 406 406
482627SP #4-AKSA-2627 3,792 17,721 21,513
Total USGS $ 4,940,335 3 1,469,623 $ 6,409,958
National Institute of Health Grants:
2127428p #1P50-ES01274201 $ 261,280 540,934 802,213
212794S8F #1 F32 ES012794 59,028 45,685 104,714
2136428P #1 F32ES013642-1 7,952 44,956 52,908
2162725pP #2R01 ES06272-06 ' 468,495 487,977 956,472
Total NIH Grants $ 796,755 5 1,119,552 $ 1,916,307
National Air and Space Administration Grants:
2300228P . #NNG04GR22G 3 - $ 22,335 $ 22,335
230095SP #NNGO4GE95G 2,917 24,095 27,012
2304035P ANNGOLO3G 79,999 210,768 290,767
230414SP #NNGO4GQ14H 7,113 22,585 29,697
2304255P H#NNG04GQ25G 89,060 55,037 144,097
230433SP #NNG04GI33G 88,083 81,932 170,014
2304348P #NNGO4GP34G - 109,366 109,366
2304508P #NNGO4GF50G 35,056 ~ 27,362 62,418
2305308P #NNG05GG30G - 89,382 : 89,382
230534SP #NNGOSGR34G - - -
2305938p #NNGOSGNI3G - 61 61
2312658P #NAGS-11265 323,058 101,695 424,753
2324038P #NAGS5-12403 132,776 1,693 134,469
232444Sp #NAGS-12444 367,186 91,263 458,449
232520SP #NAGS-12520 116,857 © 144,627 261,484
Total NASA Grants 3 1,242,103 b 982,201 b 2,201,970
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EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative

Project To Ended To
Number Contract Number 12/31/2004 12/31/2005 12/31/2005
Department
of Energy:
112665SP H#DEFC2605NT42663 $ - b 4,523 3 4,523
1129995P #DEFGO200ER62999 ' 745,156 119,774 864,931
11346658P Organic Chemistry 3,699,821 126,459 3,826,280
1136398F #DEFGO0203ER63659 158,861 72,735 231,595
114746SP #DEFG(297ER 14746 680,062 153,296 833,358
115058SP #DEFGO200ERI15058 180,015 44,278 234,293
Total Department of Energy $ 5,473,915 5 521,065 3 5,994 980
Department
of the Army
4900118P #DACATZ-0IC-0011 $ 1,387,023 $ 327,768 $ 1,714,791
4900728P #DAAD19-03-10072 49,640 71,928 121,568
Total Army Contracts $ 1,436,663 5 399,696 5 1,836,359
Environmental Protection Agency:
400401SP R-82980401-0 5 231,119 3 18,844 $ 249,963
404151SP #83041501 99,141 107,106 - 206,250
408901SpP #R-82908901 311,722 147,937 459,659
409301SP #R-83039301 220,971 3,984 224,955
Total EPA Grants § 862,953 3 277,875 $ 1,140,828
Miscellaneous Other Federal Contracts:
490386SP #MO10386.00 5 (35,916) $ 29,081 $ (6,835)
4931423SP #GG11423.01 66,492 2,199 68,691
Total Misc. Contracts 3 30,576 $ 31,280 3 61,856
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Project

Number

United States Navy

1501653P
150209SP
150226SP
1502708P
1503268P
1504015P
1504895P
1505038P
1505098P
1508605P
1508725F
151075SP
15142]18P
151427SP
1515126P
1515165P
1515568P
1516238P
1516495P
1516858pP
1519028F
1520035P
1522415P
152258SP
152851SP
1532215P
153424SP
1539818Pp
1544008P
1545015P

APPENDIX 3
Page 8 of 13
EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
Allowable Costs
Cumulative Year Cumulative
To Ended To
Sub Award Number 12/31/2004 12/31/2005 12/31/2005

#2500-165-LO-A 5 1,587 $ (1,587) -
#PO 14050209 0 26,254 26,254
#2500-0226-00-A 0 31,402 31,402
H#WRE27 33,769 3,257 37,026
#WHOI OE10326.00 413,470 (1,970) 411,500
#APS-STTR-04-01 14,735 32,765 . 47,500
#PO577489 105,492 8,965 114,457
#PO 50003 0 20,969 20,969
#5C0509 0 234,548 234,548
#N00014-02-10972 )] 3,348 3,348
#IFE 8720 35,495 24,505 60,000
#2500-1075-00A 7,762 30,026 37,788
#MIT 5710001421 20,241 13,424 33,665
#P0O 10142701 666,056 183,853 849,908
#0OR11512.00 0 9,879 9,879
#OASIS05-8C-02 0 16,858 16,858
#5710001556 72,222 34,587 106,809
#055UBCA440051150 19,731 20,227 39,959
#5710001649 192,014 125,882 317,895
#RF01001685 3,726 (1,002) 2,724
#061602/535495 209,670 9,514 219,184
#2002-003 80,675 20,087 100,762
#PO 602241 0 52,668 52,668
#PO 000002258 0 6,352 6,352
#PQO 12851 12,765 5,242 18,007
#PO HG-583221 11,303 70,515 81,318
#8200083424 0 15,875 15,875
#P0O013981 ] 10,554 10,554
#SAIC 440000 529,853 769,228 1,299,081
#DODONRA44501SUB 9,852 77,469 87,321
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154722SP #PO 004722
154874SP #UMAINE U264874
155144SP #PO 5144
155221SP #SURA-2005-212
155391SP #PO 90531
1554955P #03250/535495
155615SP #URI00005615
155725SP #UW 885725
155826SP #4400105826
156307SP #SAIC 4600006307
156671SP #0000006671
157629SP #7000007629
157709SP #MIAMI 667709
157902SP #RF00979020
1580218P HUCSD 10218021
158119SP #7000008119
159130SP #SC 00000913
159275SP #PO 19275
159436SP #8200079436
159738SP #8200059738

Total ONR Subawards

NOAA

150016SP #SC06-08-016
150034SP #2003-0170-34
150196SP # UM SO1960
150314SP #CMRCO3NRAA104A
150322SP #PO 0510322
150344SP #FSU R00344
150424SP #PO 10250424
150504SP #IMC-05-NOAA-004
150660SP #SC 06-066
150667SP #SC 06-067
150674SP #UNH 03-738

APPENDIX 3
Page 9 of 13
EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD
Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005
0 4,911 4911
0 4,822 4,822
0 10,836 10,836
0 49,658 49,658 -
0 319 319
223,516 94,667 318,183
0 5,037 5,037
2,640 1,439 4,079
0 754,140 754,140
0 313,866 313,866
4,706 5,329 10,034
0 8,631 8,631
49,014 7312 56,326
15,709 291 16,000
99,917 2,744 102,662
0 5,892 5,892
1] 191,033 191,033
0 10,547 10,547
0 47,553 47,553
2,473,035 52,702 2,525,737
$5,308,955 $ 3,425,422 8,734,377
$ - $ 36,751 36,751
0 53,577 53,577
0 90,263 90,263
19,623 4,608 24,231
0 2,352 2,352
0 146,677 146,677
0 29,183 29,183
0 7,535 7,535
0 11,190 11,190
0 13,570 13,570
81,137 9,322 90,459
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150693SP
150694SP
150720SP
150756SP
150839SP
150938SP
1511208P
1511738P
151226SP
151233SP
151386SP
1514228P
151449SP
151515SP
151573SP
151684SP
151871SP
152245SP
152562SP
1529208P
153095SP
153674SP
153675SP
153788SP
154135SP
154367SP
154368SP
154801SP
154802SP
154814SP
154826SP
154857SP
155041SP
155045SP
 155091SP
1551238P

EXHIBIT OF ALLOWABLE COST

Fiscal Year Ended December 31, 2005

#UNH 03-693
#UNH 03-694
#UAF 05-0072
#3710001756
#G3G10389.03
#002983

#3C 1120

#HUAF 040118
#IHT04P1226
#UCONN BI111233.1
#IHT04P1386
#OE11422.00

#PO 11449
#PO11515.00
#PO31573
#5710001684
#NMFS CT SCAN
#CORNELL 642245
#UNH 02-562
#CHECK 00182920
#PO 003095
#UNH 03-674
#UNIH 03-675
#UNH 03-788
#UCSB 5354135
#P010204367
#PO 10204368
H#UNH 04-801
#UNH 04-302
#UNH 04-814
#04-826

#UNH 04-857
#PSA 5041

#PSA 5045
#03-05-091
#008751-05123

BY FEDERAL AWARD
Woods Hole QOceanographic Institute

25,294
1,599

0
12,347
20,446
0
204,326
21,665
5,155
33,031
8,168

0
48,011

124,911
951
0

77,959

88,077
41,804
6,421
656,784
176,841
170,227
106,990
129,551
139,339
69,147
0

0
211,615
0

39

(294)
2,778
54,479
13,000
2,097
194
92,862
13,870
38,256
17,634
1,832
19,838
4,396
1,585
73
46,389
810
44,747
3

27

155

91
(514)
32,995
49,115
217,800
3,616
51,130
134,800
91,060
(4.247)
72,743
20,000
60,405
4,140
1,288
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25,000
4377
54,479
25,347
22,543
194
297,188
35,535
43,411
50,665
10,000
19,838
52,407
1,585
73
67,678
810
44,747
124,914
978

155
78,050
87,563
74,799
55,536
874,585
180,458
221,357
241,790
220,611
135,092
141,890
20,000
60,405
215,755
1,288
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155138Sp #P0 45138
1557508pP #UM-S573
1559098p #UNH 05-909
1559148P #UNH 05-914
1559248¢ #PO 175954
1559298p #UNH 05-929
1559965pP #4400095996
1560165P #UNH 06-016
1560175P #UNH 06-017
1560528P #UNH PZ06052
1560983P #008751-060098
156449SP #5C26449
1572568P #44838-7256
158066SP #658066
159023SP #SC 05-09-023
Total NOAA Subawards

Naticnal Air and Space Administration

151031SP  #SC 05-1031
1511758P  #MBL 21175
151425SP  #JPL 961425
I51701SP  #Z601701
155842SP  #09100/535842
156955SP  #JPL 1216955
156957SP # JPL 1216957
159833SP  #JPL 1220833
159872SP  #JPL 1229872

Total NASA Subawards

National Institute of Health

1500398P
150658SP
1515018P
1519718P

#PO MC-201270DJW

#F246658
#CH10966.00
#GCI8197INGA

EXHIBIT OF ALLLOWABLE COST

BY FEDERAL AWARD

Woods Hole Oceanographic Institute
Fiscal Year Ended December 31, 2005

APPENDIX 3
Page 11 of 13

0 1,000 1,000

0 9,214 9,214

17,014 53,665 70,679

0 35,686 35,686

0 6,620 6,620

43,625 104,005 147,631
17,027 33,007 50,034

0 11,033 11,033

0 1,416 1,416

0 4,748 4,748

0 357 357

0 12,064 12,064

207,916 20,766 228,682
69,971 6 69,977
27,487 148,198 175,685
$2,885,250 $ 1,936,467 4,821,717
$ 12,631 $ 57,177 69,808
149,556 80,398 229,953
825,297 125,328 950,625
527,494 215,447 742,941
629,056 202,132 831,188
400,591 105,980 506,571
526,027 70,006 596,033
290,043 10,130 300,173
534,893 23,576 558,469
$3,895588  $ 890,173 4,785,761
$1,142,780  $ 58,075 1,200,855
- 350 350

1 40,951 40,952

58,970 57,105 116,074
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Page 12 of 13
EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD

Woods Hole Oceanographic Institute

Fiscal Year Ended December 31, 2005
158106SP #BU Memorandum 511,150 188,665 699,855
Total NIH Subawards : $1,712,941 $ 345,145 $ 2,058,087
Environmental Protection Agency
15G3178P #P(O 350317 b - A3 1,239 b 1,239
151251Sp #LSU 940-12-51XX - 44,137 44,137
1518988P #SC-1898 - 46,454 46,454
156394SP #03/06/394 W1 114,331 202,456 316,787
Total EPA Subawards $ 114331 8 294,286 3 408,616
United States Geological Survey
150109SP #UAF 03-0109 § (21347 3 76,968 5 55,621
1520568P ~ #14350102CAR5186 1,221,384 98,340 1,319,724
156138SPp #SC 186138 - 33,567 33,567
1513448p #GG11344.01 26,097 19,288 45,383
Total USGS Subawards $1,226,134 $ 228,162 5 1,454,296
Department of Energy
1539958p #PO 443995 5 - B 33,780 3 33,780
1541268p #UCSB KK4126 82,504 28,944 111,448
Total DOE Subawards § 82,504 b 62,724 $ 145,228
Depariment of the Army
155021SP #PO 05-021 b - $ 45,606 3 45,606
Total Army Subawards $ - $ 45,606 $ 45,606
DARPA
154774SP #MBL 24774 $ 15956 3 27,435 $ 43,391
Total DARPA Subawards 3 15956 3 27,435 3 43,391
Department of the Air Force
157344SP #MBL 27344 5 - $ 6,064 b 6,064
Total Air Force Subawards $ - by 6,064 $ 6,064
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Miscellaneous Other Federal
1535948P H#PO 10243594
1580858P HPO 8085

Total Misc. Subawards

EXHIBIT OF ALLOWABLE COST
BY FEDERAL AWARD

Woods Hole Oceanographic Institute

Fiscal Year Ended December 31, 2005

APPENDIX 3

Page 13 of 13

s - $ 42 42
4,491 9 4,500
$ 4,491 $ 51 4,542
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A
A
DEPARTMENT OF THE NAVY
CFFICE OF NAYVAL RESEARCH

800 NORTH QUINCY STREET
ARLINGTON, VA 22217-5660 IH REPLY REFER TO

NEGOTIATION AGREEMENT

Institution:  WOODS HOLE OCEANOGRAPHIC INSTITUTION
WOODS HOLE, MASSACHUSETTS 02543

The Indirect Cost and Fringe Benefil rates contained herein are for uss on grants and
contracts with all Federal Agencles of the United States of America, in accordance with the
provislons and cost principles mandated by Cffice of Managemant and Budget (OMB)
Circular A-122. These rates shall be used for forward pricing and billing purposes for Fiscal

Year 2005. This rate agreemant supersedes all previous rate agreements for Fiscal Year
2005 {FY 05).

SECTION I: RATES - TYPE: FIXED WITH CARRY-FORWARD PROVISIONS

Effective Pariod

Tvpe Expense Pool fFrom To Rate Base Applied To
Inditect Cost Rates:

Fixed LabOH 11105 12/31/05 53.34% (a) Research
Fixed G&A 1M705 12/31105 37.21% (b} Al Activities

Fringe Benefits Rates:
Fixed Fringe {(Reg) 111705 1231105 47.20% () All Activities

Fixed Fringe (Reg 0Ty 1M/05 12/3105 14.02%  (d) All Activities

Fixed  Fringe (Casual) 11005 12/31/08  10.09% {e} All Activities

Fixed  Fringe (Casual OT) 1/1/05 12/31/05  10.28% {f} All Activities

DISTRIBUTION BASE

{a) Direct research and education salaries plus related Employee Benefits plus one half of
Graduate Research Assistant salaries.

(b) Direct salaries plus related Employes Bensfits incurred for Research, Education, Ship
Operations (including submersibles), Development, Housing, Oceanus Magazine and
other appropriate final cost ohjectives.

Page 1 of 4
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{c) Total assignable salaries of regular employees (direct and indirect) excluding Graduate
Research Assistants and overtime salaries.

{d) Total assignabie overtime salaries of regular employees.

{e) Total assignable salaries of casual employeés (direct and indirect) excluding Graduate
Research Assistants and overtime salaries.

{f) Total assignable overtime salaries of casual employees.

SECTION Il - GENERAL

A. LIMITATIONS: Use of the rates set forth under Saction | is subject 1o any stetutory or
administrative limitations and is applicable to a given grant or contract only to the extent that
funds are available. Acceptance of the rates agreed to herein is predicated upon the following
conditions: (1) that no costs other than those incurred by the granteefcontractor were included in
this indirect cost peol as finally accepted and that such costs are legal obligations of the
grantee/contractor and allowable under governing cost principles; (2) that the same costs that
have been freated as indirect costs are not claimed as direct costs;

(3) that similar types of costs have been accorded consistent accounting treatment; and

(4) that the information provided by the grantee/contractor which was used as a basis for
acceptance of the rates agreed to herein, and expressly relied upon by the Government in

negotiating and accepiing the said rates is not subsequently found to be materially incomplete
or inaccurate.

B. ACCOUNTING CHANGES: The rates contained in Section | of this agreemant are
based on the accounting system in effect at the time the agreement was negotiated.
Changes te the methaod{s) of accounting for costs, which affect the amount of
reimbursement resulting from the use of these rates require the prior approval of the
authorized representative of the cognizant negotiation agency. Such changes include but
are not limited to changes in the charging of a partleular type of cost from indirect to direct.
Failure to obtain such approval may result in subsequent cost disallowances.

C. USE BY OTHER FEDERAL AGENCIES: The rates set forth in Section | were
negotlated in accordance with and under the authority set forth in OMB Circular A-122.
Accordingly, such rates shall be applied to the extent provided in such Circular fo grants and
contracts to which OMB Circular A-122 applies, subject fo any limitations in part A of this
section. Copies of this document may be provided by either party to cther federal agencles
which have or intend to issue or award sponsored agreemnents using these rates orfo

otherwise provide such agencies with documentary notice of this agreement and its terms
and conditions.

Page Zof 4
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0. FIXED RATES WITH CARRY-FORWARD PROVISIONS:

1. This type of rate is considared final and not subject to adjustment in accordance
with the provisions of OMB Circular A-122 and the Federal Acquisition Reguiation, subject
to the limitations contained in Part A of this Section; except that the difference between the
estimated costs and the actual costs of the period covered by the rate is carried forward as
an adjustment to the rate computation of a subsequent peried as discussed in paragraph 2.
below,

2. The FY 2005 rates contained in this agreement are based on estimates of the
costs for FY 2005. When actuaf costs for FY 2005 are determined, adjustments wili be
applied to the next subsequent rate negotiation to recognize the differences between the
estimated FY 2005 costs used to establish the FY 2005 fixed rates with carry-forward
provisions and the negotiated actual FY 2005 costs.

E. LIQUIDATION OF FRIOR YEAR CARRY-FORWARD AMOUNTS: The fixed rates set
forth hierein include the fliquidation of the following carry-forward amounts:

Liquidated in
RateCategory | _FY 2005 Fixed Ratos |
INDIRECT COSTS:
Lab Overhead ~ FY01 Final $ 90,388
Lab Cverhead — FY02 Estimatad . $ 499516
G&A — FYO1 Final $ (27,690)
G&A — FY02 Estimated % (368,020)
EMPLOYEE BENEEITS:
&ular ~ FY02 Estimated "% 573,134
Casval ~ FY02 Estimated $ 3,783
Regular Overiime - FY02 Estimaled $ 2,847

*CFW = Carry-Forward; WHO1 (Over) / Under Racovery

F. SPECIAL REMARKS — FRINGE RATES: From FY1986 through FY1994 the
Institution set aside accrual funding to cover the estimated current and future costs of its
Supplemental Employee Retirement Plan (SERP). The rates set forth herein are predicated
on the Government's agreement to accept its pro rata share of the accrued expense
accumulated from the inception of the Institution’s SERP through 31 December 1994,
provided that;

1. As of 1 January 1995 the accrued balance (including accumulated interest) in the
SERP fund shall be placed in a separate account where its use will be restricted to the
payment of supplemental employee retirament costs;

Page 3 of 4
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2. Future interest earmned on the SERP fund balance will remain in the SERP fund.

3. The Institution will use the SERP fund (including accumulated and future interest)
to pay SERP costs, and will add to the fund only if il becomes exhausted due o payment of
supplemental employee retirement benefits as defined in the SERP.

4, If the SERP fund becomes exhausted before all supplemental employee retirement
costs have been paid, the Institution will maka further payments to the SERP fund on a Pay-
As-You-Go basis; and

5, The Government shall receive a pro rata refund of any balance remaining in the
SERP fund at the conclusion or termination of the SERP.

The purpose of this agreement is {o establish fixed rates with carry-forward provisions for
the period 1 January through 31 December 2005. These rates are based on Woads-Hole
Oceanographic [nstitution’s proposal dated 1 November 2004, and ithe establishment of
these rates by the Government based on the accounting systerns and allocation

" methodglogies contained in this proposal does not represent an agreement that these
systems and methadologies are accepted for Fiscal Year 2005 or for any subsequent year's
rate negotiation. The recommendations of the Defense Contract Audit Agency, Boston
Branch in Audit Report #2171-2005N23000003 dated 16 December 2004 were considered
in the negotiation of these rates.

WGCODS HOLE OCEANOGRAPHIC FOR THE U.S GOVERNMENT:;
INSTITUTION: _

é . ‘
¢ ” Y - - N
oy lundon,. DA AL By

Carolyn Bunkér Deborah K. Rafi v
Associate Director for Finance Contraciing Officer
and Administration
1/19/ 05" JER/ i
Date = Date et

For information concerning this document contact:
Scott M. Bukaovec, Negotistor (703) 696-2586
Office of Naval Research . E-mail: bukeves@onr.navy.mil
Indirect Cost Branch (Code 242)
800 N, Quincy St, BCT #3, Rm 424
Adington, VA 22217
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Lavrie Murphy

© Assistant Controller

September 7, 2006

Mr. David J. Blake

Branch Manager

Defense Contract Audit Agency
Boston Branch Office

495 Summer Street, Suite 336
Boston, MA 02110

APPENDIX 5
Page 1 of3

Woods Hole Oceanographic Institution-

Reference: DCAA Report 2171-2004N10110001

Dear David,

Challenger Hause, MS #14
Woods Mole, Massachuseits §2543

The following is Woods Hole Oceanographic Institufion’s report on corrective
action planned/taken in response fo prior audit findings presented in the

referenced audit reports covering FY 2004.

FY 2004 A-133 Audit Issues:

D4-A. Noncompliance with OMB Circular A-133 Compliance Reguirement L —

Reporting

a. Condition:

For five out of five transactions tested, WHOI did not submit its SF268 within the
90 days of the federal award completion as required by OMB Circular A-110.
The following schedule is a summary of our findings:

Federal
Sponsor
GNR
ONR
ONR
ONR
CNR

WHOI Award SF-269
Award Reference Project # Comp. Date Daie
N0O0OO14-67-10087 130087 6/30/2004  11/26/2004
NO0014-00-10210 130210 6/30/2004  4/15/2005
ND0O14-98-10135 138135 12/31/2004 Not Submitted
N0O0014-98-10593 130593 12/31/2004 Not Submitted
N0O0D14-86-10348 140348 12/31/2004 Not Submitted

Phone: (508} 2893-2366 » Fax; (508) 457-2157 » lmurphy;@whoi.edu
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Based on our tests, we concluded that WHO! did not comply with the OMB
Circular A-133 Compliance requirements for reporting.

b. Criteria:
OME Circular A-110, subpart D, secfion 215.718(a) states:

Recipients shall submit, within 90 calendar days after the date of completion of
the award, all financial, performance, and other reparts as required by the terms
and conditions of the award. The Federal awarding agency may appiove
extensions when reguested by the recipient.

C. Recommendation:

We recommend that WHO! implement new paolicies and procedures to ensure
that all SF269s are submitted within the 50 days of the federal award completion
as required by OMB Circular A-110.

d. Management’s Response

Over the past year there has been significant turnover of the people responsible
for the closeout of ONR grants and confracts and the completion of 8F269's in
both Grant and Contract Services (GCS) and the Controllers Office. This
turnover had a significant impact on the closeout process. In addition, as WHOI
uses provisional rates for many project costs such as shop services, technical
assistance, and copy costs, final project costs cannot be determined until the
fiscal year in which the project is completed has been closed. The WHOI fiscal
year ends on December 31 and provisional rates are generally finalized by the
end of January the following year. Thus, some ONR awards that expire prior to
December 31 cannot be completed within the 80 days unless there are no costs
with provisional rates. WHOI is working with ONR to develop a mechanism fo

. submit the SF-268 on these awards within 30 days of the close of the fiscal year
in which the federal award is completed. '

However, during the audit all remaining 269's for awards that ended on or before
12/31/04 have been completed. WHOI will continue to ensure that the 269’s are
submitted on a timely basis utilizing the following procedure:

The ONR grant status listing will be reviewed monthly in GCS to determine
SF269's that need to be completed. After determining that ail issues such as
encumbrances and provisional rates are handled properly, GCS will forward a list
to the Coentfroller's Uffice of those awards that are ready for SF269 completion.
The Controller's Office will verify the total costs incurred and payments received.
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Once the 269's are processed, they will Be refurned fo GCS to be submitted

along with other closeout documents to the Administrative Contracting Cffice in
Boston, MA.

WHOI's Updated Resnonse:

Action Planned/Taken:

WHOI held preliminary discussions with ONR regarding changing our
methodology of charging out service centers regarding provisional rates. The
communication is on going due to other audit obligations. G&CS has during the
yaar communicated to the Cantroller's Office those awards that are ready for
SF289 completion per Linda Ghurch in General Accounting.

if you have any questions regarding the responses above, or require further .
information, please contact Laurie Murphy at (508)288-2366.

Sincerely,
Lauria Murphy
Assistant Controifer

ca: Pster McGowan, DCAA
David Stephens, Controller
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Woods Hole Oceanographic Institution
Chaltenger House, M5 274
Woods Hole, Massachusetts 02543

B
OO Hingy

Laurke Murphy
Assistant Cordrollar

Soptember 29, 2008

David Blake

Defense Contract Audit Agency
Boston Branch Cffice

495 Summer Street, Suite 336
Boston, MA 02210

Diavid,

Below are the management responses of WHOTI's OMB Circular A-133 audit
Fiscal Year 2005

Management Response

WHOI congurs with the adjustment of $34,000 in equipment charged to WHO!
Project No. 13025600, As the award i in a closed status repayment will be
mada payable to the United States Treasury sent to the aftention of Erdc Garfield,
Contract Specialist ONR,

The Assistant Controller will commuricate with Grants and Confract Servives as
well as the Department Adminisirators and Depariment Administralive Assistanis
to ensure only aflowabls and allocable costs are charged fo projects. In addition
it will be refterated that costs must only be charged during specified funding
perinds. The cornmunicafion will entall e-mail as well as allending department
meetings before year end.

3
Fhone: {508) 283-2365 » Fax: {508} 457-2157 = nurphyBwholadu
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05-8. Contract No. @ACAT%G?-B—GG'H and Grant No. NADANRMEA720405

Management Response

WHOI concurs with the adjustment of $8,725 in equipment charged to WHO!
Profect No, 46001100 as well as $3,775 in equipment charged to WHOI Project
No. 24040500, WHOI will adjust the bilings for these federal swards by
removing the questioned costs. '

WHOI will work to davelop a procedure to accurately aflocate costs when a
purchase is made relating to more than one project. When completed the
procedure will be included with the communications to WHO1 depariments before
year end. S

05-C. Confract No. DACA72-01-C-0011 - WHOI Project No. 48001100

Management Responss

WHOI concurs with the adjustment of $2,177 in airfare costs charged to WHOL
Project No. 49001100, WHO! will adjust the billings for the federal awards by
ramoving the guestioned costs.

The Assistartt Controfler will meet with Department Administrators and

Department Administrative Assistants regarding fime card and travel allocations
befors year end.

05-0 Grant No, NOG014-03-10738 - WHO! Projest No. 13073600

Manageiment Responss

WHOI concurs with the adjustment of $2,800 In outside senvices charged to
WHOI Project No. 13073600, As the award s in a closed status repayment will
ba made payable to the United States Treasury sent to the attention of Eric
Garfisld, Contract Specialist ONR.
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The Assistant Controller will communicate with Grants and Confract Services as
well as the Depariment Administrators and Department Administrative Assistants
to ensure only alfowable and allocable costs are charged to projects. In addition
it will ba reiterated that costs must only be charged during specified funding
periods, The communication will entall e-mail as well as attending department
maetings before year end,

05-E. Lab Overhead Cost Genter 53195 Marth
IMVCOY

's Vinevard Coastal Observator

Management Response

No carrective action is planned. WHOI continues to believe that prior
communication and approval {since 2003) from Debbie Rafi, Director, indirect
Cost Branch, ONR regarding acceptance of WHOI's accounting treatments for
- MVCO overhead support was sufficlent. WHOI has been proactive in
comimunicating their intentions regarding the overhead suppori.

1 is tha auditors position the cost impact is 543,093 of additional costs allocated
{o the govemment. That premise is based on the fact that iwo govermment
awards having MVCO costs allogated to them were over run at the end of 2005.
It should ba noted that both govermnment awards 15481400 and 13062501 which
the auditor listed as over run had sufficient funds at the baginning of 2005 1o
absorb the full costs of the service center had this agreemant not been made
prior to the beginning of the year. WHOI does not feel #t's proper o make an
adjustment at the close of the year after this reatment had been agread o and
award funds had been fully spent. In fact, had the agreement not been made the
$35,218 fort5481400 and $11,783 for 13082504 totaling $46,955 would have
heen dlifowable costs on both the awards,

- The audit opinion states the true cost impact is as follows:

&8,507 Govemrnent portion of overhead
less 23.414 Gov't projects allocated MVCO not over run at
the end of 2005

43,003

However, fhe trus cost impact including costs allocated to 15481400 and
13062501 is:

66,507 Covernment portion of overhead

Less 23414 Gov't projects allocated MWCQ costs not over
run end of 2005
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43,083
Less 46855 Gov't projects allocated MVCO cosis not
overrun at stari of 2005 :

{3,862}

Therefore the government saved $3,862 using the agreed to method.

05-F. MBLAWHO! Library

Management Response

WHOI concurs that we should enter into a formal written agreement with MBL
regarding the MBLAWHD ibrary. This information has been communicated fo
the: Acting Direclor as well as the VP for Academic Programs. In early 2007 a
written agreement will be established which will include appropriate cost
parficipation and services providad.

G@%ﬁﬂt Persom
Lauris Murphy
Assistant Controfler
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