COLD SPRING HARBOR LABORATORY

Consolidated Financial Statements
December 31, 2015

(With Independent Auditors’ Report Thereon)






Opinion
In our opinion, the consolidated financial statements referred to above present fairly in all material respects, the

financial position of Cold Spring Harbor Laboratory as of December 31, 2015, and the changes in their net assets
and their cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

Report on Summarized Comparative Information

‘H KDYH SUHYLRXVO\ DXGLWHG &ROG 6SULQJ +DUERU /DERUDWRU\Y
expressed an unmodified audit opinion on those audited consolidated financial statements in our reported dated
May 28, 2015. In our opinion, the summarized comparative information presented herein as of and for the year

ended December 31, 2014 is consistent, in all material respects, with the audited consolidated financial statements
from which it has been derived.

May 27, 2016



COLD SPRING HARBOR LABORATORY
Consolidated Balance Sheet
December 31, 2015

(with comparative financial information as of December 31, 2014)

Assets:
Cash and cash equivalents
Grants receivable
Contributions receivable, net (note 5)
Investments (notes 3 and 4)
Investment in employee residences (note 7)
Restricted use assets (note 6)
Other assets (notes 4 and 9)
Land, buildings, and equipment, net (note 8)

Total assets

Liabilities and net assets:
Liabilities:
Accounts payable and accrued expenses (notes 4, 6 and 16)
Deferred revenue
Interest rate swap (notes 4 and 9)
Bonds payable (notes 4 and 9)

Total liabilities

Commitments and contingencies (note 16)

Net assets:
Unrestricted (note 13)
Temporarily restricted (notes 10 and 13)
Permanently restricted (notes 11 and 13)

Total net assets
Total liabilities and net assets

See accompanying notes to consolidated financial statements.

2015 2014
54,209,176 56,309,959
9,545,355 10,551,528
30,100,043 58,786,259
449,931,993 442,830,529
6,161,403 5,159,378
5,412,103 5,127,815
10,270,883 9,983,360
230,619,980 231,650,890
796,250,936 820,399,718
10,048,146 12,510,995
8,004,642 5,509,689
34,052,132 33,623,553
95,608,887 95,542,618
147,713,807 147,186,855
342,262,835 325,723,978
192,160,567 236,314,595
114,113,727 111,174,290
648,537,129 673,212,863
796,250,936 820,399,718







COLD SPRING HARBOR LABORATORY
Consolidated Statement of Cash Flows
Year ended December 31, 2015

(with comparative financial information for the year ended December 31, 2014)

Cash flows from operating activities:
Decrease in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Change in fair value of interest rate swap
Depreciation and amortization
Donated equipment
Amortization of deferred bond costs
Net depreciation (appreciation) in fair value of investments
Contributions restricted for long-term investment
Changes in assets and liabilities:
Grants receivable
Contributions receivable, net
Restricted use assets
Other assets
Accounts payable and accrued expenses, net of financing activities
Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Proceeds from sales and maturities of investments
Purchases of investments
Net change in investment in employee residences

Net cash used in investing activities

Cash flows from financing activities:
Contributions restricted for long-term investment
Contributions restricted for investment in capital
Decrease in contributions receivable
(Decrease) increase in accounts payable relating to capital expenditures

Net cash provided by financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure:
Interest paid

See accompanying notes to consolidated financial statements.

2015 2014
(24,675,734) (18,456,066)
428,579 15,010,072
13,808,887 13,942,830
(1,880,032) -
66,269 66,269
4,238,813 (12,908,048)
(3,057,415) (5,020,506)
1,006,173 (2,045,360)
25,537,066 48,392,029
(284,288) (623,048)
(287,523) 2,357,289
(1,848,350) 959,182
2,494,953 299,798
15,547,399 41,974,441

(10,897,945)

(13,605,145)

44,262,648 75,649,786
(55,602,925) (121,501,780)
(1,002,025) (810,514)

(23,240,247)

(60,267,653)

2,939,438 4,001,838
117,977 1,018,668
3,149,150 3,209,572
(614,499) 1,114,499
5,592,066 9,344,577
(2,100,783) (8,948,635)
56,309,959 65,258,594
54,209,176 56,309,959
3,978,881 4,013,111
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COLD SPRING HARBOR LABORATORY

Notes to Consolidated Financial Statements

December 31, 2015

(with comparative financial information as of and for the year ended December 31, 2014)

Summary of Significant Accounting Policies

(@)

(b)

(©)

Basis of Presentation

The Laboratory prepares its financial statements on the accrual basis of accounting in accordance
with standards established by the Financial Accounting Standards Board (FASB) for external
financial reporting by not-for-profit organizations. Those standards require the classification of
activities and net assets into one of the three classes of net assets as follows:

Unrestricted net assets

Net assets that are not subject to donor-imposed restrictions, including the carrying value of all
land, buildings, and equipment. Items that affect this net asset category include revenue and
expenses associated with the primary objectives of the Laboratory, as well as unrestricted gifts,
including those designated by the Board of Trustees of the Laboratory (Trustees) to function as
endowments. In addition, changes to this category of net assets include restricted gifts whose
donor-imposed restrictions were met in the year received, through the passage of time, or
through fulfillment of the restricted purpose.

Temporarily restricted net assets

Net assets subject to donor-imposed restrictions that will be met by either the actions of the
Laboratory or the passage of time. Expirations of temporary restrictions on net assets are
reported as net assets released from restrictions in the accompanying consolidated statement
of activities.

Permanently restricted net assets

Net assets subject to donor-imposed restrictions to be maintained permanently by the
Laboratory, the investment-related income from which is available to support research,
education, and training. Realized and unrealized gains (losses) are added to (subtracted from)
permanently restricted net assets if so required by the donor. Absent specific donor
requirements, gains are available to support research and educational activities.

Cash and Cash Equivalents

Cash and cash equivalents consist principally of short-term money market funds earmarked for
operations and other uses, except cash and cash equivalents held for investment (see note 3).
Cash equivalents approximated $37,933,000 and $43,625,000 at December 31, 2015 and 2014,
respectively.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles (U.S. GAAP) requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingencies at the date of
the consolidated financial statements, and revenues and expenses recognized during the reporting
period. Actual results could differ from those estimates. Significant estimates and assumptions
include the valuation of alternative investments, collectibility of receivables, the interest rate swap
liability, the determination of medical and prescription benefit costs and the related liability, and the
allocation of expenses to their functional classification.
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COLD SPRING HARBOR LABORATORY
Notes to Consolidated Financial Statements

December 31, 2015
(with comparative financial information as of and for the year ended December 31, 2014)

Summary of Significant Accounting Policies (Continued)

(d)

()

Fair Value Measurements

The Laboratory classifies its assets and liabilities measured at fair value into three levels based on
the inputs used to measure them:

Level 1: Quoted prices in active markets for identical assets or liabilities. Level 1 assets
and liabilities include debt and equity securities that are traded in an active exchange
market, as well as U.S. Treasury securities.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the full term
of the assets or liabilities. Level 2 assets and liabilities include debt securities with quoted
market prices that are traded less frequently than exchange-traded instruments.

Level 3: Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash
flow methodologies, or similar techniques, as well as instruments for which the
determination of fair value requires significant management judgment or estimation. This
category generally includes certain private debt and equity instruments.

Fair value estimates are made at a specific point in time, based on available market information
and judgments about the asset or liability, including estimates of timing, amount of expected future
cash flows, and the credit standing of the issuer. In some cases, the fair value estimates cannot be
substantiated by comparison to independent markets. In addition, the disclosed fair value may not
be realized in the immediate settlement of the financial asset or the disclosed fair values do not
reflect any premium or discount that could result from offering for sale at one time an entire holding
of a particular financial asset. Potential taxes and other expenses that would be incurred in an
actual sale or settlement are not reflected in amounts disclosed.

Investments

Investments are stated at fair value. Contributions of investment securities are recorded at their fair
value at the date of the gift. Publicly traded investments are valued at the last reported sales price
on the date of valuation, as quoted on major securities exchanges. Securities that are not traded on
major securities exchanges are valued based on quotations received from leading vendors. Pooled
investments are funds that are not held at the Laboratory’s custodian bank. These funds are part of
multiple investors’ commingled funds that are invested in one or more asset classes by a fund
manager. The Laboratory invests in limited partnerships, limited liability corporations, and offshore
investment funds for the purpose of earning returns from alternative investment strategies. These
investments are presented, under procedures established by the fund management, at net asset
value or its equivalent, which generally represents the Laboratory’s proportionate share of the net
assets of the investment managers, as reported by them and reviewed by Laboratory management
for reasonableness.
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COLD SPRING HARBOR LABORATORY
Notes to Consolidated Financial Statements

December 31, 2015
(with comparative financial information as of and for the year ended December 31, 2014)

Investments (Continued)

December 31, 2015 and 2014, respectively, net of a valuation allowance of approximately $2,637,000
and $2,500,000, respectively, on the shares that do not have a readily determinable fair value.

The alternative investment portfolio includes limited partnerships, limited liability corporations, and
offshore investment funds. The underlying investments include, among other financial instruments,
futures and forward contracts, options, and securities sold not yet purchased, intended to hedge against
changes in the market value of investments. These financial instruments involve varying degrees of off-
balance sheet risk. All investments 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 values of investments will occur in the near term and such changes could materially affect the
consolidated balance sheet.

The Laboratory’s alternative investments are diversified across six basic investment strategies as follows
(amounts included are as of December 31, 2015):

Multi-strategy, fund of funds, and absolute return ($152,162,421) — represent investments in a broad
range of investment strategies that seek to exploit opportunities as they occur in the markets due to
temporary dislocations or structural inefficiencies. This category includes managers that utilize a fund of
funds philosophy.

Long/short equity ($87,515,262) — primarily investments in funds that, in turn, invest in liquid marketable
securities, attempting to realize gains through the identification of mispriced securities, involving buying
long equities that are expected to increase in value and selling short equities that are expected to
decrease in value.

International equity ($60,220,066) — consists of investments in both growth and value oriented equity
securities of companies located outside the United States. Investment instruments include convertible
investment grade securities, options, warrants, physical currencies, spot and forward currency contracts.

Emerging markets ($7,097,307) — an absolute return focused investment in debt and equity securities in
emerging markets. Debt securities include both dollar-denominated and local currency sovereign debt,
corporate debt, and inflation-protected securities.

Aggressive fixed income ($3,781,612) — an investment in global fixed income arbitrage strategies
exploiting opportunities within specific sub-strategies, with tight risk controls, seeking to add excess return
over a specified client-designated benchmark.

Private equity ($138,576) — consists of a limited partnership that was formed for the purpose of investing
in private equity funds including venture capital, buyouts and growth capital, international private equity,
and other private equity investments.

Alternative investments contain various redemption restrictions with required written notice ranging from
45 to 95 days. In addition, certain of these investments are restricted by initial lockup periods.
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COLD SPRING HARBOR LABORATORY

Notes to Consolidated Financial Statements

December 31, 2015
(with comparative financial information as of and for the year ended December 31, 2014)

4) Fair Value of Financial Assets and Liabilities (Continued)
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COLD SPRING HARBOR LABORATORY

Notes to Consolidated Financial Statements

December 31, 2015
(with comparative financial information as of and for the year ended December 31, 2014)

(20) Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31 are available for the following purposes:

2015 2014
Capital projects $ 3,248,650 13,178,959
Research programs 29,704,037 39,654,161
Educational programs 1,569,845 1,337,818
Time restricted 17,697,085 33,330,717
Unappropriated income on endowment funds:
Primary program services 113,827,276 119,202,955
Watson School of Biological Sciences programs 11,492,698 14,290,481
Operation and improvement of Banbury Center facilities 14,620,976 15,319,504
$ 192,160,567 236,314,595

(11) Permanently Restricted Net Assets

Permanently restricted net assets at December 31 are restricted in perpetuity with investment return
available to support the following activities:

2015 2014
Primary program services $ 71,420,952 68,587,515
Watson School of Biological Sciences programs 41,180,971 41,074,971
Operation and improvement of Banbury Center facilities 1,511,804 1,511,804
$ 114,113,727 111,174,290
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COLD SPRING HARBOR LABORATORY
Notes to Consolidated Financial Statements

December 31, 2015
(with comparative financial information as of and for the year ended December 31, 2014)

(17) Subsequent Events

The Laboratory evaluated events subsequent to December 31, 2015 through May 27, 2016, the date on
which the consolidated financial statements were issued and determined there were no subsequent

events to disclose.
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