














Invited Lectures

Danelle Cline
Japan Agency for Marine-Earth Science and Technology,
Yokohama

Judith Connor

Communicating Ocean Science Workshop,
Anchorage, Alaska

Monterey Bay Aquarium, Monterey, California

Stanford University Continuing Education, Pacific Grove,
California

NASA Langley Research Center, Hampton, Virginia

Duane Edgington
21st Open Grid Forum, Seattle, Washington

Gernot Friederich

Oxygen Minimum Zones Meeting, Agouron Institute,
San Francisco, California

Pacific Fisheries Environmental Laboratory,
Pacific Grove, California

Peter Girguis

Oregon State University, Corvallis

University of California, Irvine

New England Biolabs, Inc., Ipswich, Massachusetts
Massachusetts Institute of Technology, Cambridge

Distinguished Lecture, RIDGE 2000, Sonoma, California

Michael Godin

Association for Unmanned Vehicle Systems Interna-
tional, Unmanned Systems Interoperability Conference,
San Diego, California

John Graybeal

American Geophysical Union, San Francisco, California

Chris Grech
NASA Ames Research Center, Moffett Field, California

Moffett Field Historical Society, Mountain View, California

Monterey Maritime and History Museum, Monterey,
California

Naval Order of the United States Annual Congress,
Monterey, California

Historical Aviation Society, Santa Cruz, California
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Dianne Greenfield

Northwest Fisheries Science Center, Seattle, Washington
Louisiana Universities Marine Consortium, Chauvin
Queens College, City University of New York, Flushing
University of Hawaii, Hilo

Oregon Health and Science Institute, Beaverton

Rutgers University, New Brunswick, New Jersey

Steven Haddock

Moss Landing Marine Laboratories, Moss Landing, California
Brown University, Providence, Rhode Island

California State Summer School for Mathematics and

Science, University of California, Santa Cruz
Scripps Institution of Oceanography, La Jolla, California
Monterey Peninsula College, Monterey, California

The Evergreen State College, Olympia, Washington

Keith Hester

Eleventh International Conference on Properties and Phase
Equilibria, Crete, Greece

Gordon Conference on the Physics and Chemistry of Matrix
Isolated Species, Lewiston, Maine

University of California, Irvine

Lockheed Martin Advanced Technology Center,
Palo Alto, California

Ken Johnson
Hopkins Marine Station of Stanford University,
Pacific Grove, California

Old Dominion University, Norfolk, Virginia
University of Delaware, Newark

Center for Microbial Oceanography: Research and Education/
Agouron Institute Summer Course, Honolulu, Hawaii

Heather Kerkering
U.S. Geological Survey, Menlo Park, California

Judith T. Kildow

American Association for the Advancement of Science,
San Francisco, California

19th Disasters Roundtable Workshop, Washington, D.C.
University of California, Santa Cruz

International Council for the Exploration of the Sea
Workshop on Ocean CO:, London, England



Capitol Hill Ocean Week, Washington D.C.

Bill Kirkwood

International Union of Geodesy and Geophysics,
Perugia, Italy

International Council for the Exploration of the Sea,
London, England

Santa Clara University, California
University of Tokyo, Komaba, Japan

Monterey Peninsula College, California

Zbigniew Kolber
AquaFluo Meeting, Nove Hrady, Czech Republic

Linda Kuhnz

Moss Landing Marine Laboratories, Moss Landing, California

Lonny Lundsten
Global Census of Marine Life on Seamounts Workshop,
Plymouth, England

Roman Marin, lll
Kochi University, Monobe, Nankoku, Japan

North Pacific Marine Science Organization, Victoria, Canada

Gene Massion

European Geophysical Union, Vienna, Austria

Gas-Hydrate Observatories Workshop, Portland, Oregon

Craig McClain
U.S. Geological Survey/University of South Florida,
St. Petersburg

Marcia McNutt

U.S. State Department Conference on Women in the Arab
World, Kuwait

Lamont Doherty Earth Observatory, Palisades, New York
California Ocean Protection Council, San Francisco
Sanctuary Currents Symposium, Seaside, California

American Association for the Advancement of Science,
San Francisco, California

Keynote Address, Earthscope Project Annual Meeting,
Monterey, California

Stanford University, California

Monterey Business Council Fourth Annual Economic
Forum, California

Invited Lectures

IBM Distinguished Lecture, Wittenberg University,
Springfield, Ohio

Pop!Tech, Camden, Maine

Distinguished Lecture, Bermuda Institute of Ocean Science,
Hamilton

NASA Ames Research Center, Mountain View, California

Charles Paull

Integrated Ocean Drilling Program, Montreal, Canada
University of South Florida, St. Petersburg

University of Alaska, Anchorage

Minerals Management Service, Anchorage, Alaska
University of Alaska, Fairbanks

Chevron Field Trip, Ainsa, Spain

Opening Address, Gas-Hydrate Observatories Workshop,
Portland, Oregon

Colorado School of Mines, Golden
San Jose State University, San Jose, California

International Conference on Gas Hydrates, Taipai, Taiwan

Edward T. Peltzer

Georgia Institute of Technology, Atlanta

International Union of Geodesy and Geophysics,
Perugia, Italy

Christina Preston

Bermuda Institute of Ocean Sciences, Saint George’s

Kanna Rajan
National Institute of Oceanography, Goa, India

Lockheed Martin Advanced Technology Center,
Palo Alto, California

National Research Council of Italy, Rome

George Washington University, Washington, DC

Steve Ramp

Moss Landing Marine Laboratories, Moss Landing, California

Bruce Robison

California Cooperative Oceanic Fisheries Investigations
Conference, San Diego

University of California, Santa Barbara

National Endowment for the Humanities, Steinbeck Institute

Lecture, Pacific Grove, California
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Invited Lectures

International Symposium, Okinawa Churaumi
Aquarium, Japan

Steve Rock
NASA Ames Research Center, Moffett Field, California

Barbara Romanowicz
Utrecht University, the Netherlands

Swiss Federal Institute of Technology, Zurich

John Ryan
Communication Partnership for Science and the Sea,

Sacramento, California

Partnership for Interdisciplinary Studies of Coastal Oceans,
Corvallis, Oregon

University of California Bodega Marine Laboratory, Bodega Bay
University of Southern California, Los Angeles

University of California, Santa Cruz

Moss Landing Marine Laboratories, Moss Landing, California
Coastal Remote Sensing Consortium, Santa Cruz, California

Naval Postgraduate School, Monterey, California

Brian Schlining

Commonwealth Scientific and Industrial Research Organisa-
tion, Hobart, Tasmania, Australia

Commonwealth Scientific and Industrial Research Organisa-
tion, Moreton Bay, Queensland, Australia

Chris Scholin

Stanford University, Stanford, California

Hopkins Marine Station of Stanford University,
Pacific Grove, California

Oregon Health and Science University, Beaverton
Bowdoin College, Brunswick, Maine

35th Northern California Electronic Materials Symposium,
San Jose, California

Ken Smith

University of California, Santa Cruz

Hopkins Marine Station of Stanford University,
Pacific Grove, California

Moss Landing Marine Laboratories, Moss Landing, California

Romberg Tiburon Center/San Francisco State University,
Tiburon, California
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William Ussler

California Institute of Technology, Pasadena
Oregon State University, Corvallis

Integrated Ocean Drilling Program, Rice University,

Houston, Texas

Integrated Ocean Drilling Program, Engineering
Development Panel, Tokyo, Japan

Integrated Ocean Drilling Program, Bordeaux, France

Robert Vrijenhoek
Harvard University, Cambridge, Massachusetts

Moss Landing Marine Laboratories, Moss Landing, California

Edith Widder

Santa Barbara Museum of Natural History, California
Yale University, New Haven, Connecticut

National Resource Defense Council, New York, New York
Duke University, Durham, North Carolina

Duke University Marine Laboratory, Beaufort,
North Carolina

Harvard University, Cambridge, Massachusetts

Plenary Lecture, American Chemical Society,
Orlando, Florida

Inaugural Sundquist Lecturer, Western Washington
University, Bellingham

The Arkansas Governor’s School, Conway
Fish and Wildlife Research Institute, St. Petersburg, Florida

National Institute of Basic Biology, Okazaki, Japan

Alexandra Worden

University of California, Santa Cruz

Metagenomics in Environmental Microbiology Workshop,
Boothbay Harbor, Maine

Yanwu Zhang
University of California, Santa Cruz
Institute of Electrical and Electronics Engineers (IEEE)

Monterey Bay Subsection and IEEE Vehicular Technology
Society, Scotts Valley, California



Mentorships

James Barry

Craig McClain, postdoctoral fellow (factors influencing the
biodiversity of deep-sea communities)

Eric Pane, postdoctoral fellow (impacts of ocean acidification)

James Barry, David Clague

Lonny Lundsten, M.S. student, Moss Landing Marine
Laboratories (faunal analysis of three seamounts)

James Barry, George Matsumoto

Christina Tanner, undergraduate summer intern, University
of California, Santa Barbara (effects of ocean acidification on

deep-sea brachiopods)

James G. Bellingham

Francois Cazenave, M.S. student, Moss Landing Marine
Laboratories (Matlab-based graphical user interface for Dorado
data, and drag testing of the shape of the long-range autono-
mous underwater vehicle)

Lindsey Hines, undergraduate student, St. Thomas University
(testing procedure to choose which compass to employ for
the long-range autonomous underwater vehicle)

Brooks Reed, undergraduate student, Massachusetts
Institute of Technology (initial design of a water sampler for
long-range autonomous underwater vehicle)

Peter Brewer

Keith Hester, postdoctoral fellow (laser Raman spectroscopy
of gas hydrates)

Oscar Mancillas, undergraduate summer intern, Hartnell
College (laser Raman spectroscopy of 1,4 thioxane: a new
gas hydrate)

David Caress

Katherine Maier, Ph.D. student, Stanford University
(sedimentation processes associated with the formation of
deep-sea fans in the Lucia Canyon system)

Francisco Chavez

Monique Messié, postdoctoral fellow (study of the Peru
upwelling ecosystem, with comparisons to California and
other upwelling systems)

Francisco Chavez, Duane Edgington

Julien Barde, postdoctoral fellow (open-source data
aggregation and metadata tools for ocean science applica-
tions, applied to sensors and Center for Integrated Marine
Technology instruments and data)

David Clague

Liz Cornejo, M.S. student, Carleton University, Canada
(isotope chemistry of Vance Seamounts)

lain Faichney, graduate summer intern and Ph.D. student,
James Cook University (drowned coral reefs offshore
Lanai, Hawaii)

Christoph Helo, Ph.D. student, McGill University, Canada
(formation of clastic deposits during caldera collapse on
Axial Seamount)

Huiyu Li, Ph.D. student, California Institute of Technology
(Ni-Mn relations of mantle domains)

Bruce Pauley, Ph.D. student, University of California, Davis
(formation of palagonite)

Rachael Wendt, M.S. student, University of Florida (trace
element chemistry of Vance Seamounts)

Guangping Xu, Ph.D. student and postdoctoral fellow at the
Massachusetts Institute of Technology (petrology of West
Molokai and Penguin Bank, Hawaii)

Danelle Cline, Duane Edgington

Francois Boudet, graduate summer intern, University of
Poitiers, France (video image classification)

Judith L. Connor

Angelica Zavala Lopez, undergraduate summer intern,
University of California, Davis (lessons learned: how to
conduct a survey)

Katie Mach, Ph.D. student, Stanford University (wave-in-
duced hydrodynamic forces on intertidal seaweeds)

Patrick Martone, Ph.D. student, Stanford University (conver-
gent evolution of genicula in articulated coralline algae)

Duane Edgington, Edith Widder

Erika Raymond, postdoctoral fellow (applications of
Eye-in-the-Sea)
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Mentorships

David B. Field

Arturo Felix Campusano, undergraduate student,
Ocean Institute of Peru (research in use of fish scales as
paleo proxies)

Karl Koerner, undergraduate student, Ocean Institute of Peru
(research in stratigraphy and paleoceanography)

Renato Salvatecci, M.S. student, Center of Scientific Investi-
gation and Higher Education of Ensenada (fluxes and preser-
vation of scales and other fish debris to the oxygen minimum
zone in front of Pisco, Peru over the last 400 years)

Peter Girguis

Erik Cordes, Harvard University postdoctoral fellow
(population dynamics of microbial communities at vents)

Geoftrey Dilly, Ph.D. student, Harvard University
(establishment of animal-microbial symbiosis)

William Leavitt, Ph.D. student, Harvard University (anaerobic
alkane oxidation)

Spencer Nyholm, Harvard University postdoctoral fellow
(gene expression of chemoautotrophic symbiosis)

Julie Robidart, Harvard University postdoctoral fellow
(analytical approaches to quantifying microbial activity)
Annelys Roque, undergraduate student, Harvard University

(microbial ecology of Monterey Bay seeps)

Sonam Sharma, undergraduate student, Harvard University
(microbial ecology of fuel cells)

Daniel Stolper, undergraduate student, Harvard University
(microbial ecology of Integrated Ocean Drilling Project
sediments)

Scott Wankel, Harvard University postdoctoral fellow
(analytical approaches to quantifying microbial activity)

Alexa Weingarden, undergraduate student, Harvard
University (microbial ecology of fuel cells)

Helen White, Harvard University postdoctoral fellow
(microbial ecology of fuel cells)

Steven Haddock

Rebecca Helm, undergraduate summer intern, Eckerd
College (molecular phylogeny and taxonomy of
narcomedusae)

Rebecca Hoover, postdoctoral fellow (zooplankton ecology,
amphipod-host interactions)

Dan Swezey, undergraduate student, University of California,
Santa Barbara (red fluorescence in the deep sea)
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Steven Haddock, Rebecca Hoover
Brian Johnson, undergraduate student, California State

University, Monterey Bay (dietary origins of luciferins)

Andrew Hamilton

Matthew Carney, graduate summer intern, University of
California, Berkeley (wave-energy extraction for vertical

profiling applications)

Rich Henthorn

Dileep Bhogadi, graduate summer intern, Kansas University
(graphical user interface for autonomous transecting
instrumentation)

Thomas Hoover

Brian Hoover, high school student, Monterey Academy of
Oceanographic Science (drag testing of the shape for the
long-range autonomous underwater vehicle)

Richie Henderson, high school student, Monterey Academy
of Oceanographic Science (build-your-own remotely oper-

ated vehicle outreach program)

Christine Huffard, Bruce Robison

Julie Himes, undergraduate summer intern, University
of California, Berkeley (sperm longevity in the midwater
gelata, Atolla sp., Aurelia labiata, Bathocyroe sp., Nanomia bijuga,
and Poralia sp.)

Hans Jannasch

Laura Lapham, Florida State University postdoctoral fellow
(developed OsmoSamplers for hydrate studies in the Gulf
of Mexico)

Evan Solomon, Ph.D. student, Scripps Institution of Ocean-
ography (developed OsmoSamplers for seafloor and borehole
studies in Costa Rica and the Gulf of Mexico)

Ken Johnson

Todd Martz, postdoctoral fellow (CO» chemistry, sensor
development)

Judith T. Kildow

Kirstin Csik, undergraduate student, California State
University, Monterey Bay (creating a framework for commu-
nity-based socio-economic indicators for coastal vulnerabil-
ity, resiliency, and sustainability)

Shannon McDiarmid, M.S. student, Monterey Institute of
International Studies (literature search and analysis of non-

market ocean-related peer-reviewed studies)



Nathaniel Miller, graduate summer intern, Monterey
Institute of International Studies (preparation of The Economic
Contribution of Marine Science and Education Institutions in the Monterey
Bay Crescent)

Caitlin Moehrke, undergraduate student, California
State University, Monterey Bay (analysis of federal ocean
expenditures)

Nicholas Rome, M.S. student, Monterey Institute of Interna-
tional Studies (case studies of estuarine restoration experi-
ences in California as a basis for making recommendations to
the Elkhorn Slough National Estuarine Research Reserve)

Bethany Taylor, undergraduate student, California State
University, Monterey Bay (the economic costs of harmful
algal blooms to elements of the shellfish and coastal tourism
industries in California)

Bill Kirkwood

Todd Berk, undergraduate student intern, Santa Clara
University (autonomous multibeam mapping vehicle)

Zbigniew Kolber

Ke Wang, postdoctoral fellow (long period grating fiber
sensor and waveguide sensor for seawater pH sensing)

Charles K. Paull

Tzvetie Erohina, Ph.D. student, Stanford University (benthic
foraminifer assemblages as indicators of recent seafloor dis-
turbance in submarine canyons)

Christina Preston, Chris Scholin

Christopher Frendl, undergraduate summer intern, Cornell
University (direct detection of mRNA using the Environ-
mental Sample Processor)

Kanna Rajan

Lars Blackmore, Ph.D. student, Massachusetts Institute

of Technology (robust depth planning for MBARTI’s
mapping AUV)

Larry Bush, Ph.D. student, Massachusetts Institute of
Technology (depth planning using hybrid estimation using
particle filters)

Bruce Robison

Stephanie Bush, Ph.D. student, University of California,
Berkeley (the role of ink in the defenses of deep-sea squids)

Christine Huffard, postdoctoral fellow (longevity of deep-sea
squid sperm)

Mentorships

Jane Lee, M.S. student, University of California, Los Angeles
(biomechanics and ecology of the giant siphonophore

Praya dubia)

Karen Osborn, Ph.D. student, University of California,
Berkeley (ecology and systematics of deep-sea, pelagic
munnopsid isopods)

Sarah Skikne, former summer intern, Stanford University
(uptake of dissolved organic matter by scyphozoan ephyrae)

Steve Rock

Sean Augenstein, Ph.D. student, Stanford University

(servicing tethered instruments and moorings)

Jinwhan Kim, Ph.D. student, Stanford University
(vision-based AUV docking)

Peter Kimball, Ph.D. student, Stanford University
(terrain-based navigation for ROVs and AUVs)

Debbie Meduna, Ph.D. student, Stanford University
(terrain-based navigation for ROVs and AUVs)

Kiran Murthy, Ph.D. student, Stanford University (benthic
mosaicking and navigation)

Aaron Plotnik, Ph.D. student, Stanford University (servicing
tethered instruments and moorings plus jellyfish tracking)

Kristof Richmond, Ph.D. student, Stanford University
(benthic mosaicking and navigation)

Stephen Russell, Ph.D. student, Stanford University
(servicing tethered instruments and moorings)

Dan Scheinfeld, Ph.D. student, Stanford University (servicing

tethered instruments and moorings)

John Ryan

Dustin Carroll, M.S. student, Moss Landing Marine
Laboratories (natural and anthropogenic nutrient forcing of a
small coastal bay)

Shaun Rudolph, undergraduate summer intern, University
of California, Berkeley (circulation of Monterey Bay)

Brandon Sackmann, postdoctoral fellow (using autono-
mous optical measurements from the Dorado autonomous
underwater vehicle to study bio-physical interactions in
Monterey Bay)

Lauren Sassoubre, M.S. student, Moss Landing Marine
Laboratories (internal wave driven sediment and nutrient
flux in Monterey Bay)
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Mentorships

Chris Scholin

Dianne Greenfield, postdoctoral fellow (applications of the
2G Environmental Sample Processor for detecting harmful
algal bloom species)

Ken Smith

Amanda Kahn, graduate summer intern, Moss Landing
Marine Laboratories (deep-sea plate sponge ecology)

Henry Ruhl, postdoctoral fellow (climate influence on deep-
sea benthic communities)

Michael Vardaro, Ph.D. student, Scripps Institution of Ocean-
ography (deep-sea bioturbation and the role of the echinoid,
Echinacrepis mstrata)

Robert Vrijenhoek

Luciana Genio, Ph.D. student, University of Leeds, United
Kingdom (molecular systematics of deep-sea mussels)

Ana Hilario, postdoctoral researcher at the University of
Santiago, Portugal (molecular systematics of frenulate
pogonophorans)

Philip Hoos, M.S. student, Moss Landing Marine Laboratories
(population genetics of an invasive marine species)

Edith Widder

Miranda Hoover, Ph.D. student, Florida Atlantic University
(monitoring bloom dynamics of a common coastal biolumi-

nescent ctenophore)

Alexandra Worden

Marie Cuvelier, Ph.D. student, Rosenstiel School of Marine
and Atmospheric Science, University of Miami (photophysi-
ology of marine picoplankton)

Elif Demir, postdoctoral fellow (picophytoplankton
dynamics and metagenomics in Monterey Bay and open
ocean waters)

Gus Engman, undergraduate intern, Rosenstiel School
of Marine and Atmospheric Science, University of Miami
(participation in cruises to study oceanic carbon, nitrogen,

and redox cycling)

Sarah McDonald, postdoctoral fellow (genomics and ecology
of eukaryotic primary producers)

Melinda Simmons, Ph.D. student, University of California,
Santa Cruz (marine genomics)

Left, MBARI’s Thomas Hoover works with graduate student Francois Cazenave to test an accelerometer at the MBARI test tank; center, summer intemn
Todd Berk takes a photo of the autonomous SWATH surface platform in the Moss Landing Harbor; and right, summer intern Christina Tanner documents
midwater plankton from Monterey Bay.
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Peer-Reviewed Publications
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Independent Auditors’ Report

The Board of Directors
Monterey Bay Aquarium Research Institute
Moss Landing, California

We have audited the accompanying statements of financial
position of the Monterey Bay Aquarium Research Institute
(the “Institute”) as of December 31,2007 and 2006, and the
related statements of activities and changes in net assets
and of cash flows for the years then ended. These financial
statements are the responsibility of the Institute’s manage-
ment. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing stan-
dards generally accepted in the United States of America.
Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.
An audit includes consideration of internal control over
financial reporting as a basis for designing procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the Institute’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also
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, as well as evaluating the
overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in
all material respects, the financial position of the Institute
as of December 31, 2007 and 2006, and the changes in its
net assets and its cash flows for the years then ended in
conformity with accounting principles generally accepted
in the United States of America.

Asdiscussed in Note 3 to the financial statements, the Insti-
tute has significant related-party transactions.

As discussed in Note 1 and 6 to the financial statements,
effective December 31, 2007, the Institute adopted the rec-
ognition and disclosure provisions of Financial Account-
ing Standards Board Statement No. 158, Employers” Account-
ing for Defined Benefit Pension and Other Postretirement Plans—an
amendment of FASB Statement No. 87, 88, 106 and 132(R), which
changed its method of accounting for its postretirement

benefit plan.

oyt « Tpuch LLP

San Francisco, California
May 9, 2008
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Financial Statements

Monterey Bay Aquarium Research Institute

Statements of Financial Position
as of December 31, 2007 and 2006

Assets

Cash and Cash Equivalents

Receivables:

The David and Lucile Packard Foundation

Federal awards and other
Prepaid Expenses and Other
Property and Equipment—Net

TOTAL

Liabilities and Net Assets

Liabilities:
Accounts payable
Accrued and other liabilities
Postretirement benefit liabilities

Total liabilities
Net Assets:
Unrestricted
Temporarily restricted

Total net assets

TOTAL

See notes to financial statements.
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2007 2006
$ 7,047,000 $ 9,451,000
43,228,000 38,950,000
803,000 887,000
2,226,000 1,870,000
72,963,000 75,660,000
$ 126,267,000 $ 126,818,000
$ 1,005,000 $ 824,000
4,348,000 3,072,000
17,052,000
22,405,000 3,896,000
67,046,000 85,922,000
36,816,000 37,000,000
103,862,000 122,922,000
$ 126,267,000 $ 126,818,000




Monterey Bay Aquarium Research Institute

Statements of Activities and Changes in Net Assets
for the Years ended December 31, 2007 and 2006

Revenues:

Contributions:
The David and Lucile Packard Foundation
Individual gifts

Federal awards

Interest income

Other

Net assets released from restrictions

Total revenues

Expenses:
Research
Management and general

Total expenses

(Decrease) Increase in Net Assets Before Change in Accounting

for Postretirement Benefit Plan

Effect of Change in Accounting for Postretirement Benefit Plan

(Decrease) Increase in Net Assets

Net Assets:
Beginning of year

End of year

Revenues:

Contributions:
The David and Lucile Packard Foundation
Individual gifts

Federal awards

Interest income

Other

Net assets released from restrictions

Total revenues

Expenses:
Research
Management and general

Total expenses

(Decrease) Increase in Net Assets Before Change in Accounting

for Postretirement Benefit Plan

Effect of Change in Accounting for Postretirement Benefit Plan

(Decrease) Increase in Net Assets

Net Assets:
Beginning of year
End of year

See notes to financial statements.
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2007
Unrestricted Temporarily Restricted Total
— $36,816,000 $36,816,000
15,000 15,000
5,513,000 5,513,000
286,000 286,000
1,495,000 1,495,000
37,000,000 (37,000,000) —
44,309,000 (184,000) 44,125,000
41,313,000 41,313,000
7,371,000 — 7,371,000
48,684,000 — 48,684,000
(4,375,000) (184,000) (4,559,000)
(14,501,000) — (14,501,000)
(18,876,000) (184,000) (19,060,000)
85,922,000 37,000,000 122,922,000
$67.046,000 $36.,816.000 $103.862.000
2006
Unrestricted Temporarily Restricted Total
$800,000 $37,000,000 $37,800,000
5,000 5,000
5,857,000 5,857,000
279,000 279,000
1,070,000 1,070,000
33,850,000 (33,850,000) —
41,861,000 3,150,000 45,011,000
37,038,000 37,038,000
6,818,000 — 6,818,000
43,856,000 — 43,856,000
(1,995,000) 3,150,000 1,155,000
(1,995,000) 3,150,000 1,155,000
87,917,000 33,850,000 121,767,000
$85,922,000 $37.000,000 $122.922.000
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Monterey Bay Aquarium Research Institute

Statements of Cash Flows
for the Years ended December 31, 2007 and 2006

Cash Flows from Operating Activities:
(Decrease) increase in net assets
Adjustments to reconcile (decrease) increase in net assets to net cash
provided by operating activities:
Effect of change in accounting for postretirement benefit plan
Depreciation
Loss on disposal of property and equipment
Changes in operating assets and liabilities:
Receivables
Prepaid expenses and other
Accounts payable
Accrued and other liabilities
Postretirement benefit liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities—Purchase of property and equipment
Cash Flows from Financing Activities—Payments on capital lease obligation
Net (Decrease) Increase in Cash and Cash Equivalents
Cash and Cash Equivalents—Beginning of year
Cash and Cash Equivalents—End of year
Supplemental Disclosures—Cash paid for federal taxes

Noncash Activity—LEffect of change in accounting
for postretirement benefit plan

See notes to financial statements.
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2007 2006
$  (19.060,000) $ 1,155,000
14,501,000
9,285,000 9,063,000
116,000 158,000
(4,194,000 3,236,000
(356,000) (314,000)
181,000 (174,000)
1,317,000 418,000
2,551,000
4,341,000 13,542,000
(6,704,000) (6,612,00)
(41,000) (38,000)
(2,404,000) 6,892,000
9,451,000 2,559,000
$ 7047000 $ 9451000
$ 14000  § 4,000
$ 14,501,000



Monterey Bay Aquarium
Research Institute

Notes to Financial Statements
As of and for the years ended December 31, 2007 and 2006

1. Summary of Significant Accounting Policies

Organization—The Monterey Bay Aquarium Research
Institute (the “Institute”) is a not-for-profit organization
founded in 1987 for the purpose of conducting scientific
research in marine biology, oceanography, underwater
geology, and other kinds of marine research in and around
the Monterey Bay and elsewhere and to educate the scien-
tific community and the general public in regard to such
research. The Institute’s primary facilities are located in
Moss Landing, California.

Since 1994, The David and Lucile Packard Foundation (the
“Foundation”) has been the Institute’s only member, with
the power to elect the Board of Directors. In 2007 and 2006,
approximately 83% and 847%, respectively, of the Institute’s
revenues came from the Foundation. In addition, certain
trustees and officers of the Foundation are also directors
or officers of the Institute.

Basis of Presentation—The financial statements are pre-
sented on the basis of unrestricted, temporarily restricted,
and permanently restricted net assets in accordance with
accounting principles generally accepted in the United States
of America (“generally accepted accounting principles”).
The Institute had no permanently restricted net assets as
of December 31, 2007 and 2006.

Use of Estimates—The preparation of financial statements
in conformity with accounting principles generally accepted
in the United States of America requires management to
make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
Significant estimates include the expected useful lives of
property and equipment, the accruals for postretirement
benefit liabilities and the determination of functional
expense allocation.

Unrestricted Net Assets—Unrestricted net assets represent
unrestricted resources available to support the Institute’s
operations and temporarily restricted resources, which have

Financial Statements

become available for use by the Institute in accordance with
the intentions of donors.

Temporarily Restricted Net Assets—Temporarily restricted
net assets represent gifts that are limited in use by the
Institute in accordance with temporary donor-imposed
stipulations. These stipulations may expire with time or
may be satisfied and removed by the actions of the Institute
according to the terms of the gift. At December 31,2007 and
2006, temporarily restricted net assets consist entirely of
gifts from the Foundation restricted to subsequent years’
operations. Net assets of $37,000,000 and $33,850,000 were
released from restrictions due to the expiration of time
restrictions during the years ended December 31,2007 and
2006, respectively.

Concentrations of Credit Risk—TFinancial instruments
that potentially subject the Institute to credit risk consist
primarily of cash and cash equivalents and receivables.
Cash and cash equivalents are maintained by major finan-
cial institutions and include investments in money market
funds. At times, such amounts may exceed Federal Deposit
Insurance Corporation limits. Receivables consist primarily
of funds due from the Foundation (see Note 3). The Insti-
tute closely monitors receivables and has not experienced
significant credit losses.

Cash and Cash Equivalents—Cash and cash equivalents
consist of cash on hand and in banks, and highly liquid
investments purchased with an original maturity of three
months or less.

Property and Equipment——Property and equipment are
stated at cost or at the fair market value at the date of dona-
tion and are depreciated on the straight-line basis over the
estimated useful lives of the assets (3 to 30 years). Capitalized
costs for self-constructed assets include direct labor and
benefits for employees specifically identified with the project.
Long-lived assets are reviewed for impairment whenever
events or changes in circumstances indicate that the car-
rying amount may not be recoverable.

Capital Leases—Capital leases are recorded as an asset
and an obligation at the fair market value of the leased
property at the inception of the lease. The Institute had
no capital leases at December 31, 2007. The Institute leased
equipmentincluded in property and equipment under long-
term capital leases at December 31, 2006, totaling $117,000
less accumulated depreciation of $66,000.
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Revenue Recognition—Contributions are recognized
as revenues when they are received or unconditionally
pledged. The Institute reports gifts of cash and other assets
asrestricted supportif they are received with donor stipula-
tions that limit the use of the donated assets. When a donor
restriction expires, thatis, when a stipulated time restriction
ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets
and reported in the accompanying statements of activities
and changesin net assets as net assets released from restric-
tions. Temporarily restricted contributions are reported
as unrestricted support when the restriction is met in the
same period as the contribution is received.

Income Taxes—The Institute’s principal activities are exempt
from federal and state income taxes under Section 501(c)(3)
of the Internal Revenue Code (IRC) and Section 23701(d)
of the California Tax Code. To the extent that the Institute
carries out activities that are subject to the unrelated busi-

ness income tax, it is subject to income taxation.

The Institute is a private operating foundation that makesits
required charitable expenditures by sponsoring and manag-
ingits own programs. Its status as an operating foundation
is determined annually by satisfying the income test and
certain other numerical tests. Generally, a private operating
foundation must make qualifying distributions of 4.25% of
the average fair market value of the foundation’s investment
assets directly for the active conduct of the activities for
which itis organized and operating. The Institute has met
the requirements for private operating foundation status
through December 31, 2007.

Postretirement Benefit Liabilities—Eftective December 31,
2007, the Institute adopted the recognition and disclosure
provisions of Financial Accounting Standards Board (“FASB”)
Statement No. 158, Employers Accounting for Defined Benefit Pension
and Other Postretirement Plans — an amendment of FASB Statement
No. 87,88, 106 and 132(R)(“SFAS No. 158”). SFAS No. 158
required the Institute to recognize the unfunded status (i.e.
the difference between the fair value of the plan assets and
the accumulated benefit obligation) of its postretirement
benefit plan in the December 31,2007 statement of financial
position, with a corresponding adjustment to unrestricted
net assets. The adjustment to unrestricted net assets at
adoption represents the net unrecognized prior service
costs and unrecognized net actuarial gains (losses) which
were previously netted against the Plan’s unfunded status
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pursuant to the provisions of Statement of Financial
Accounting Standards (“SFAS”) No. 106.

These amounts will be subsequently recognized as net
periodic pension cost pursuant to the Institute’s historical
accounting policy for amortizing such amounts. Further,
any changes in the unfunded status will be recognized
through the statement of activities and changesin net assets
in the year the changes occur, prospectively. Those amounts
will be subsequently recognized as a component of net
periodic pension cost on the same basis as the amounts
recognized in unrestricted net assets at adoption of SFAS
No. 158 (see Note 6).

Functional Expense Allocations—FExpenses, such as salaries
and wages, depreciation and amortization, and professional
fees, are allocated among the Institute’s research categories
and management and general classifications on the basis
of employee and occupancy ratios and estimates made by
the Institute’s management.

New Accounting Pronouncement—In September 2006, the
FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No.
157”), which defines fair value, establishes guidelines for
measuring fair value, and expands disclosures regarding
fair value measurements. SFAS No. 157 does not require any
new fair value measurements but rather eliminatesincon-
sistencies in guidance found in various prior accounting
pronouncements. SFAS No. 157 is effective for fiscal years
beginning after November 15, 2007. The Institute is cur-
rently evaluating the impact of adopting SFAS No. 157 for
its year ending December 31,2008, but does not expect that
its adoption will have a material impact on the Institute’s
financial position, changes in net assets, or cash flows.

In February 2007, the FASB issued SFAS No. 159, The Fair
Value Option for Financial Assets and Financial Liabilities-including an
amendment of FASB Standard No 115 (“SFAS No. 159”). SFAS No.
159 gives the Institute the irrevocable option to carry most
financial assets and liabilities at fair value, with changesin
fair value recognized in earnings. SFAS No. 159 is effective
for fiscal years beginning after November 15, 2007. The
Institute is currently evaluating the impact of adopting
SFAS No. 159 for its year ending December 31, 2008, but does
not expect that its adoption will have a material impact
on the Institute’s financial position, changes in net assets
or cash flows.



2. Property and Equipment

Property and equipment at December 31, 2007 and 2006,
consist of the following:

2007 2006
Land $4,246,000  $4,246,000
Buildings 49,859,000 49,550,000
Research vessels 41,185,000 41,210,000
Remotely operated vehicles 18,576,000 18,841,000
Equipment, furniture,
and fixtures 21,122,000 20,775,000
Capital projects in progress 18,788,000 14,876,000
Total 153,776,000 149,498,000

Less accumulated

depreciation (80,813,000) (73,838,000)

Property and
$72,963,000 $75,660,000

equipment—net

3. Related-Party Transactions

In December of each year, the Institute receives a grant from
the Foundation to support the subsequent year’s operations.
The Institute received grants of $36,816,000 and $37,000,000
in 2007 and 2006, to be used in 2008 and 2007, respectively.
The Institute received an additional $800,000 in 2006 for
the purchase of adjacent real property. The receivable from
this related party was $43,228,000 and $38,950,000 as of
December 31, 2007 and 2006, respectively.

4. Commitments and Contingencies

The Institute leases certain land and facilities under noncan-
celable operating leases. The terms of these leases expire in
2008 through 2039, with certain options to renew. Certain
rental rates are subject to adjustment based on increases in
the consumer price index. Future minimum lease payments
under noncancelable operating leases as of December 31,
2007, are approximately as follows:

Years Ending December 31:

2008 $113,000
2009 22,000
2010 22,000
2011 23,000
2012 24,000
Thereafter 624,000
Total $828,000
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Rent expense was $141,000 and $147,000 for the years ended
December 31, 2007 and 2006, respectively.

As of December 31,2007 and 2006, the Institute has $500,000
on deposit as collateral to guarantee that the Institute will
comply with the provisions of a land lease entered into with
the State of California, California State Lands Commission
to obtain right-of-way use needed for the construction of
the MARS Project. Such amount is included in prepaids
and other assets in the statements of financial position.

The Institute derives a portion of its revenues from various
federally funded programs that are subject to review and
audit by governmental oversight agencies. Institute manage-
ment believes that the Institute is in material compliance
with the standards set forth by the federal governmen-
tal agencies and that the outcome of reviews and audits
conducted by such agencies will not have a significant
effect on the financial position or results of activities of
the Institute.

5. Minimum Future Rental Revenues

The Institute leases land and facilities to others under non-
cancelable leases with lease terms expiring in 2008 through
2010, with options to renew. Certain rental rates are subject
to annual increases ranging up to 3%.

Minimum future rental receipts from operating leases
having noncancelable lease terms in excess of one year as
of December 31, 2007, are approximately as follows:

Year Ending December 31:

2008 $123,000
2009 115,000
2010 29,000
Total $267,000

6. Retirement Plans

The Institute sponsors defined contribution plans under
both IRC Section 401(a) and 403(b). The plans cover all
employees who meet eligibility requirements. Contribu-
tions to the 401(a) plan are made by the Institute at 10% of
annual employee salary. Under the 403(b) plan and subject
to statutory limits, employees make voluntary deferred
salary contributions to the plan. Total expenses related
to such plans were $1,801,000 and $1,676,000 in 2007 and
20006, respectively.
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The Institute sponsors a Section 457(b) Qualified Eligible
Salary Deferral Plan (the “Salary Deferral Plan”) primar-
ily for the purpose of providing deferred compensation
for a select group of management or highly compensated
employees to accumulate retirement assets. The Salary
Deferral Plan enables participants to defer income on a
pre-tax basis and is not funded. At December 31,2007 and
2006, the Institute held other assets of $600,000 and $348,000,
respectively, that are included in prepaid expenses and other,
which are designated by Institute to pay future Salary Defer-
ral Plan and Compensation Restoration Plan liabilities of
$600,000 and $348,000, for the year ended December 31,
2007 and 2006, respectively, that are included in accrued
and other liabilities.

The Institute also sponsors a Nonqualified Deferred Com-
pensation Restoration Plan (the “Compensation Restora-
tion Plan”) primarily for the purpose of providing deferred
compensation for a select group of management or highly
compensated employees to accumulate retirement assets.
The Compensation Restoration Plan provides for the Insti-
tute to make contributions to a participant’s account equal
to the amount in excess of IRC limits which the participant
would otherwise have been eligible for in accordance with
the Institute’s 401(a) plan. The Compensation Restoration
Planisintended to be an unfunded plan. At December 31,
2007 and 2006, the Institute held other assets of $21,000 and
$13,000, respectively, that are included in prepaid expenses
and other, which are designated by the Institute to pay
future Deferred Compensation Restoration Plan liabilities
of $21,000 and $13,000, respectfully, that are included in
accrued and other liabilities.

Effective July 1, 2007, the Institute adopted a contribu-
tory retiree health insurance program (the “Plan”) which
covers substantially all employees who meet the eligibility
requirements. The Institute will pay 50% of the insurance
premium for eligible retired employees with a minimum
age of 55 and the combination of years of service and age
equal to 65 or greater. The Plan can be amended at any
time upon Board approval.

On December 31,2007, the Institute adopted the recognition
and disclosure provisions of SFAS No. 158 (see Note 1). The
incremental effects of adopting the provisions of SFAS No.
158 on the Institute’s statement of position at December 31,
2007 are as follows:
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Postretirement Plan

Before After
Application Application
of of
SFAS No. Increase SFAS
158 (Decrease) No. 158
Post-
retirement
Ezgflfii:ies $2,551,000  $14,501,000  $17,052,000
Unrestricted
net assets $81,547,000  $(14,501,000)  $67,046,000

The following information presents the Plan’s unfunded
status and amount recognized in the statement of financial
position as of December 31,2007, based on a measurement
date of December 31, 2007:

Benefit obligation $(17,052,000)

Fair value of plan assets —
1};! 17,052,000)

Unfunded status

Amount recognized in the state-
ment of financial position —

Postretirement benefit liabilities

$(17,052,000)

Amounts recognized in unrestricted net assets at December
31,2007 were as follows:

Prior year service cost $14,501,000
Net gain _
Total $14,501,000

No contributions were paid by the Institute to the Plan,
nor were any benefit payments made from the Plan, for
the year ended December 31, 2007.

Amounts reflected in the statement of activities and changes
in net assets for the year ended December 31, 2007, are as

follows:

Net periodic pension cost $2,553,000
The weighted-average discount rate used in determining the
accumulated postretirement benefit obligation was 575% as
of December 31,2007, and in determining the net periodic
cost was 5.75% for the year ended December 31, 2007.

The Plan s fully insured, and is funded on a pay-as-you-go
basis. The estimated minimum benefit payments that reflect



expected future service, as appropriate, to be paid by the
Institute are as follows:

2008 $62,000
2009 87,000
2010 125,000
2011 193,000
2012 264,000
2013-2017 2,858,000

The annual rate of increase in the per capita cost of medical
benefits (i.e. health care cost trend rate) was assumed to
be 12% in 2007, declining by 1% per year through 2014, and
then remaining at 5% thereafter. A 1% point increase or
decrease in this rate would increase or decrease the accu-
mulated postretirement benefit obligation by $2,693,000 and
$1,724,000, and the service cost component of net periodic
postretirement benefit cost by $273,000 and $211,000, for
the year ended December 31, 2007, respectively.

7. Research Expenses

The Institute’s research expenses are classified within the
following divisions:

Division of Marine Operations—Division of Marine
Operations is responsible for operating and maintaining
the research vessels and remotely operated vehicles.
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Research and Development—Research and Development
encompasses scientists and engineers who develop and
manage oceanographic research programs.

Information and Technology Dissemination—Information
and Technology Dissemination is responsible for internal
and external communication efforts. Research expenses,
by division, for the years ended December 31, 2007 and
2006, are as follows:

2007 2006

Division of Marine

Operations $5,482,000 $5,593,000
Research and

Development 33,853,000 29,506,000
Information and

Technology

Dissemination 1,978,000 1,939,000
Total $41,313,000 $37,038,000
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