The David and Lucile Packard
Foundation

Consolidated Financial Statements
December 31, 2022



.

Report of Independent Auditors

To the Board of Trustees of The David and Lucile Packard Foundation:
Opinion

We have audited the accompanying consolidated financial statements of The David and Lucile
Packard Foundation and its affiliate, the Monterey Bay Aquarium Research Institute (collectively
"the Foundation"), which comprise the consolidated statement of financial position as of
December 31, 2022, and the related consolidated statements of activities and of cash flows for the
year then ended, including the related notes (collectively referred to as the "consolidated financial
statements").

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Foundation as of December 31, 2022, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (US GAAS). Our responsibilities under those standards are further described in
the Auditors' Responsibilities for the Audit of the Consolidated Financial Statements section of
our report. We are required to be independent of the Foundation and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Foundation's ability to continue as a going concern for one year after the date the consolidated
financial statements are available to be issued.

Auditors’' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditors' report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with US GAAS will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.

PricewaterhouseCoopers LLP, 405 Howard Street, Suite 600, San Francisco, California 94105
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In performing an audit in accordance with US GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Foundation's internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Foundation's ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

(:f.'cww/crtw.cc Qagpe=s LA

San Francisco, California
July 20, 2023



The David and Lucile Packard Foundation

Consolidated Statement of Financial Position
December 31, 2022

(dollars in thousands)

Assets

Cash and cash equivalents

Interest and dividends receivable
Investment sales receivable
Investments, at fair value
Contributions and support receivable
Program-related investments
Property and equipment, net

Other assets

Liabilities and Net Assets

Liabilities

Accounts payable and other liabilities
Grants and support payable

Federal excise tax liabilities
Postretirement benefit liabilities

Total assets

Total liabilities

Net assets

Without donor restrictions:

Undesignated
Board designated

Total without donor restrictions

With donor restrictions:
Purpose restricted

Total with donor restrictions
Total net assets

The accompanying notes are an integral part of these consolidated financial statements.

Total liabilities and net assets

Packard

Foundation Institute Eliminations Total
$ 59,390 $ 48,117 $ - 107,507
1,573 - - 1,573
92,857 - - 92,857
7,943,475 - - 7,943,475
- 75,221 (68,069) 7,152
106,826 - - 106,826
56,891 58,199 - 115,090
2,275 62,095 - 64,370
$ 8,263,287 $ 243,632 3 (68,069) 8,438,850
$ 22,680 $ 21,500 $ - 44,180
222,717 - (68,069) 154,648
43,489 - - 43,489
6,146 14,144 - 20,290
295,032 35,644 (68,069) 262,607
7,968,255 181,676 - 8,149,931
- 23,812 - 23,812
7,968,255 205,488 - 8,173,743
- 2,500 - 2,500
- 2,500 - 2,500
7,968,255 207,988 - 8,176,243
$ 8,263,287 $ 243,632 3 (68,069) 8,438,850




The David and Lucile Packard Foundation

Consolidated Statement of Activities
December 31, 2022

(dollars in thousands)

Changes in net assets without donor restrictions
Revenues and other support
Federal awards
Program-related investments and other income
Investment return, net
Total revenues
Support from Packard Foundation
Total revenues and other support

Expenses
Grants and support awarded
Direct charitable expenses
Grantmaking expenses
Operational support expenses
Total expenses
Change in net assets without donor restrictions,
before nonoperating postretirement benefit
activity
Components of net periodic postretirement benefit cost,
other than service cost
Postretirement benefit-related changes other than net
periodic postretirement benefit cost

Change in net assets without donor restrictions
Changes in net assets with donor purpose restrictions
Contributions
Change in net assets with donor purpose restrictions
Change in total net assets
Net assets

Beginning of year
End of year

Packard

Foundation Institute Eliminations Total
$ - $ 18,254 $ - $ 18,254
545 2,376 - 2,921
(1,242,391) - - (1,242,391)
(1,241,846) 20,630 - (1,221,216)

- 68,069 (68,069) -
(1,241,846) 88,699 (68,069) (1,221,216)
440,305 - (68,069) 372,236
3,289 59,026 - 62,315
43,080 - - 43,080
11,162 8,855 - 20,017
497,836 67,881 (68,069) 497,648
(1,739,682) 20,818 - (1,718,864)
850 2,423 - 3,273
321 1,330 - 1,651
(1,738,511) 24,571 - (1,713,940)
- 2,500 - 2,500
- 2,500 - 2,500
$ (1,738,511) $ 27,071 $ - $ (1,711,440)
9,706,766 180,917 - 9,887,683
$ 7,968,255 $ 207,988 $ - $ 8,176,243

The accompanying notes are an integral part of these consolidated financial statements.



The David and Lucile Packard Foundation
Consolidated Statement of Cash Flows

December 31, 2022

(dollars in thousands)

Cash flows from operating activities
Cash received from grants and other support
Interest and dividends received
Grants paid
Cash paid to employees and suppliers
Cash paid for taxes
Cash paid for interest
Net cash used in operating activities

Cash flows from investing activities
Purchase of investments
Proceeds from sale of investments
Mission investments funded
Repayments of mission investments
Purchase of property and equipment
Deposit on capital acquisitions
Purchase of certificates of deposit
Proceeds from maturity of certificates of deposit
Purchase of deferred compensation plan investments
Proceeds from sale and maturity of deferred
compensation plan investments
Rental receipts received
Net cash provided by (used in) investing activities

Cash flows from financing activities
Proceeds received from line of credit
Repayment of proceeds from line of credit
Cash (paid to) received by Institute
Net cash (used in) provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents
Beginning of year
End of year

Supplemental Information

Noncash in-kind stock distributions
Noncash donation of capital asset

Packard
Foundation Institute Eliminations Total
$ - $ 19,886 $ - $ 19,886
49,068 797 - 49,865
(353,628) - - (353,628)
(70,759) (58,343) - (129,102)
(16,412) (4) - (16,416)
(151) - - (151)
(391,882) (37,664) - (429,546)
(2,286,749) - - (2,286,749)
2,754,394 - - 2,754,394
(59,193) - - (59,193)
29,632 - - 29,632
(918) (14,897) - (15,815)
- (18,849) - (18,849)
- (47,660) - (47,660)
- 29,162 - 29,162
- (904) - (904)
- 817 - 817
565 - - 565
437,731 (52,331) - 385,400
56,000 - - 56,000
(56,000) - - (56,000)
(76,274) 76,274 - -
(76,274) 76,274 - -
(30,425) (13,721) - (44,146)
89,815 61,838 - 151,653
$ 59,390 3 48,117 3 - $ 107,507
$ 18,522 $ - $ - $ 18,522
$ - $ 170 $ - $ 170

The accompanying notes are an integral part of these consolidated financial statements.



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

1.

Organization

The David and Lucile Packard Foundation (Packard Foundation) is a private foundation established
by David and Lucile Packard in 1964. The Packard Foundation’s mission is to work with people and
communities to create enduring solutions for just societies and a healthy, resilient natural world.
Therefore, the Foundation provides funding to build just societies, protect and restore the natural
world, and invest in families and communities. The Packard Foundation’s facilities are in Los Altos,
California.

The Monterey Bay Aquarium Research Institute (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 scientific community and the general public in regard to such research. The Institute’s
primary facilities are in Moss Landing, California.

Certain trustees and officers of the Packard Foundation are also officers or directors of the Institute.
Trustees of the Packard Foundation are not permitted to vote for grants to organizations for which
they serve as trustees, officers, or directors. The Packard Foundation is the Institute’s only member,
with the power to elect the Board of Directors. For the year ended December 31, 2022, approximately
75% of the Institute’s revenues and support came from the Packard Foundation.

Summary of Significant Accounting Policies

Principles of Consolidation

The accompanying financial statements include the accounts of the Packard Foundation and its
affiliate, the Institute (collectively, the Foundation). Since the Packard Foundation has both control
and an economic interest in the Institute, the financial statements of the Institute have been included
in the consolidated financial statements of the Foundation. All significant intercompany transactions
and balances have been eliminated in the consolidation.

Basis of Presentation

The accompanying consolidated financial statements of the Foundation are presented on the accrual
basis of accounting and in conformity with accounting principles generally accepted in the United
States of America applicable to not-for-profit organizations.

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 valuation of the Foundation’s investments and program-related
investments, the expected useful lives of property and equipment, the determination of
postretirement benefit liabilities, and the determination of functional expense allocations.



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

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

Investments

Investments are stated at fair value and purchases and sales are recorded on a trade or contract
date basis. The estimated fair value of investments is based on quoted market prices, except for
alternative investments and real estate investment property, for which quoted market prices are not
available. Alternative investments include private equities, marketable alternatives (including hedge
funds), and real assets. The estimated fair value of alternative investments is based on the net asset
value of the fund provided by the general partner. The Packard Foundation reviews and evaluates
the net asset values provided by the general partner and assesses the valuation methods and
assumptions used in determining the fair value of the alternative investments. Alternative
investments are not readily marketable, and their estimated value is subject to uncertainty and may
differ from the value that would have been used had a readily available market for such investments
existed. These differences could be material. The estimated fair value of real estate investment
property is based on a recent appraisal. Unrealized gains or losses on investments resulting from
fair value fluctuations are recorded in the period that such fluctuations occur. Realized gains or
losses, unrealized gains or losses, and interest income and dividends are reported in the
consolidated statement of activities within “investment return, net”. Investment sales and purchases
are recorded on a trade date basis, which results in both investment receivables and payables on
unsettled investment trades. The Packard Foundation is subject to credit risk should a broker be
unable to meet its obligations.

Concentrations of Credit Risk

Financial instruments that potentially subject the Foundation to credit risk consist primarily of cash,
cash equivalents, investments, and unsettled investment trades. The Foundation maintains cash
and cash equivalents primarily with major financial institutions. Cash equivalents include
investments in money market funds and certificates of deposit. Such amounts may exceed Federal
Deposit Insurance Corporation limits. The Foundation’s readily marketable securities have been
placed with major financial institutions.

Program-Related Investments

Program-related investments as of December 31, 2022 include $104,767 of loans made to
organizations and $2,059 of equity investments, which are reported at fair value. Interest rates on
loans receivable range from 0% to 5.2% as of December 31, 2022 and are generally repayable over
one to twelve and half years. Program-related investments are recorded when disbursed. Loans
are monitored to determine net realizable value based on an evaluation of recoverability that utilizes
experience. Management has reviewed the collectability of all program-related investments and has
determined no allowance is necessary as of December 31, 2022.

Property and Equipment

Property and equipment are stated at cost when purchased or fair value at the date of donation and
are depreciated using the straight-line method over estimated useful lives of three to 30 years. Long-
lived assets are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. Capitalized costs for self-constructed assets include
direct labor and benefits for employees specifically identified with the project.



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

Other Assets

The Foundation’s other assets primarily include prepayments of unrelated business income tax,
capitalized implementation costs of cloud computing arrangements, deferred compensation plan
investments and certificates of deposit with original maturity dates greater than 90 days, which are
reported at fair value.

Grants

Grants are recognized when the unconditional promise to give is approved. Conditional promises to
give are recognized as grant expense in the period in which the recipient meets the terms of the
condition.

Tax-Exempt Status

The Foundation is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue
Code (IRC) and from California franchise and/or income taxes under Section 23701(d) of the
Revenue and Taxation Code. The Foundation is subject to federal excise taxes and taxes on
unrelated business income.

Revenue Recognition

Contributions are recognized as revenues when they are received or unconditionally pledged. The
Foundation reports contributions of cash and other assets as support with donor restrictions if they
are received with donor stipulations that limit the use of the donated assets. When a donor restriction
expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished, net
assets with donor restrictions are reclassified to net assets without donor restrictions and reported in
the accompanying consolidated and individual statements of activities as net assets released from
restrictions. Contributions with donor restrictions are reported as contributions without donor
restrictions when the restriction is met in the same period as the contribution is received.

Contracts deemed exchange contracts are recognized in accordance with Accounting Standards
Codification (ASC) Topic 606, Revenue from Contracts with Customers. The core principle of
ASC 606 is that an entity should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. Revenue is measured based on consideration
specified in a contract with a customer. The Institute recognizes revenue when it satisfies a
performance obligation by transferring control over goods and services to a customer.

Leases

On January 1, 2022, the Institute adopted ASU No. 2016-02, Leases (Topic 842). This standard
establishes a right-of-use (ROU) model that requires a lessee to record a ROU asset and a lease
liability, on a discounted basis substantially for all leases as well as additional disclosures regrading
leasing arrangements. Upon adoption, the Institute recognized $3,272 in operating lease right of use
assets with corresponding operating lease obligations of $3,272 in the Statement of Financial
Position. As of December 31, 2022, the Institute had $3,047 in ROU asset and $3,115 in operating
lease obligations. These amounts are reported as Other Assets and Accounts Payable and other
liabilities in the Statement of Financial Position, respectively.



The David and Lucile Packard Foundation

Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

Recent Accounting Pronouncements
The following accounting pronouncements have, or may have, an impact on the Foundation’s
financial statements.

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848). The London
Interbank Offered Rate (LIBOR) is expected to be phased out and ASU 2020-04 contains practical
expedients for reference rate reform related activities that impact debt, leases, derivatives and other
contracts. Management noted no significant impact on the consolidated financial statements.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments—Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments, along with ASU No. 2018-19, Codification
Improvements to Topic 326, Financial Instruments—Credit Losses issued in November 2018, which
amend existing guidance on the impairment of financial instruments. These ASUs add to U.S. GAAP
an impairment model (known as the current expected credit loss model, or CECL model) that is
based on expected losses rather than incurred losses. Entities must estimate an expected lifetime
credit loss on a financial asset and recognize that estimate as an allowance (or contra-asset). The
new guidance is effective for the Foundation beginning January 1, 2023. The Foundation is currently
evaluating the impact the new guidance will have on the financial statements.

10



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

3.

Investments

The investment goal of the Packard Foundation is to maintain or grow its spending power in real
inflation adjusted terms with risk at a level appropriate to the Packard Foundation’s programmatic
spending and objectives. To accomplish this investment goal, the Packard Foundation diversifies its
investments (held directly and indirectly) across various financial instruments and asset categories
and implements multiple investment strategies. The Packard Foundation’s financial assets are
managed by a select group of external investment management firms and held in custody by major
banks. Investments allocated to partnerships, limited liability companies, and commingled funds
have separate arrangements appropriate to their legal structure.

The Packard Foundation’s investments (held directly or indirectly) in developed market securities
and emerging market securities consist of exchange traded public equities, treasury, and corporate
bonds. The Packard Foundation’s investments in marketable alternatives consist of long/short,
opportunistic, and special situation investment management funds, trading public securities and
over-the-counter securities. The Packard Foundation’s investments in limited partnerships, private
equity, and real assets cannot be immediately liquidated, include buyout and venture capital funds,
real estate funds, and natural resource funds. The general partners of certain investments maintain
the ability to subject available redemptions to lock-ups or gates. The Packard Foundation’s
investments (held directly or indirectly) in fixed income securities consist primarily of investment
grade instruments issued by the U.S. government and its agencies, investments issued by
U.S. corporations, and mortgage-backed securities. The Packard Foundation also makes mission-
related investments to further its charitable purpose and maintains two real estate investment
properties located in Los Altos, California which are valued based upon recent appraisals.

Investment securities are exposed to various risks, such as changes in interest rates or credit ratings
and market fluctuations. Due to the level of risk associated with certain investment securities and
the level of uncertainty related to changes in the value of investment securities, the value of the
Packard Foundation’s investments and total net assets balances may fluctuate materially.

Legal, tax, and regulatory changes could occur during the term of the Packard Foundation’s private
investments. The regulatory environment for private partnerships is evolving, and changes in the
regulation of these partnerships may adversely affect the value of investments held by the Packard
Foundation. The Packard Foundation believes that the effect of any future regulatory change on the
Packard Foundation’s assets will not be material.

11



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

Fair Value of Financial Instruments

In accordance with ASC 820, Fair Value Measurements, fair value is defined as the price that the
Foundation would receive upon selling an investment in an orderly transaction to an independent
buyer in the principal or most advantageous market of the investment. ASC 820 established a three-
tier hierarchy to maximize the use of observable market data and minimize the use of unobservable
inputs, and to establish classification of fair value measurements for disclosure purposes. Inputs
refer broadly to the assumptions that market participants would use in pricing the asset or liability,
including assumptions about risk. Inputs may be observable or unobservable. Observable inputs
are inputs that reflect the assumptions market participants would use in pricing the asset or liability
developed based on market data obtained from sources independent of the reporting entity.
Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about the
assumptions market participants would use in pricing the asset or liability developed based on the
best available information.

The three-tier hierarchy of inputs is summarized in the three broad levels listed below:
Level | Quoted prices in active markets for identical assets and liabilities.

Level Il Pricing inputs, including broker quotes, are generally those other than exchange quoted
prices in active markets, which are either directly or indirectly observable as of the
reporting date, and fair value is determined using models or other valuation
methodologies.

Level lll  Pricing inputs are unobservable for the investment and includes situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair
value require significant management judgment or estimation.

The following table summarizes the valuation of the Packard Foundation’s investments per the
ASC 820 fair value hierarchy levels as of December 31, 2022:

Level | Level ll Level llI NAV ' Total
Developed market equities $ 176,044 $ - $ - $ 975,846 1,151,890
Emerging market equities 8,755 - - 1,190,942 1,199,697
Private equities - - - 2,371,131 2,371,131
Marketable alternatives - - - 1,728,227 1,728,227
Real assets - - - 1,009,368 1,009,368
Fixed income securities - 466,133 - - 466,133
Mission related investments - - - 3,411 3,411
Los Altos real estate - - 13,618 - 13,618

Total investments _$ 184,799 $ 466,133 $ 13,618 $7,278,925 $7,943,475

" Investments measured using net asset value as the practical expedient are excluded from the fair value
hierarchy. These amounts are presented here to facilitate reconciliation of the fair value hierarchy to the
consolidated statement of financial position.

There were no transfers between levels of the fair value hierarchy for the year ended December 31,
2022.

12



The David and Lucile Packard Foundation

Notes to Consolidated Financial Statements

December 31, 2022

(dollars in thousands)

The Packard Foundation uses net asset value (NAV) to determine the fair value of all the underlying investments which (a) do not have a
readily determinable fair value and (b) prepare their financial statements consistent with the measurement principles of an investment
company or have the attributes of an investment company. Per the fair value measurement guidelines, the below table lists companies in
which the Packard Foundation invests by major asset class as of December 31, 2022:

Remaining Commitments
Life, Draw Down
NAV in # of if definite Unfunded Time Redemption Redemption
Asset Class Strategy Funds Funds (Years) Commitments (Years) Terms Restrictions
Public Contains 2,166,788 19 N/A $ 31,401 1to3 Ranges between Lock up
equities developed and monthly redemption provisions of
emerging equity with 10 day notice, up to 3 years
to annual redemption
with 90 day notice
Private Contains growth, 2,371,131 134 1to 15 755,387 1t06 Not eligible for Not eligible for
equities international, redemption redemption
leveraged buyouts,
and venture capital
Marketable Contains global 1,728,227 26 1t08 105,706 1tod Ranges between Lock up
alternatives long/short equity, monthly redemption provisions of
opportunistic, and with 30 day notice, up to 8 years
special situations to annual redemption
with 90 day notice
Mission related  Contains equity 3,411 7 1to 15 28,993 1to5 Not eligible for Not eligible for
investments investments redemption redemption
Real Contains natural 1,009,368 72 1to 15 558,062 1to5 Not eligible for Not eligible for
assets resources and redemption redemption
real estate
7,278,925 258 $ 1,479,550

13



The David and Lucile Packard Foundation

Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

Certain various private investments do not issue audited financial statements with investments
reported at fair value, and utilize significant unobservable inputs developed by the portfolio fund’s
managers to determine their fair value. These inputs include projected oil and gas production, futures
prices, and discount rates.

Certain real estate investments do not issue audited financial statements with investments at fair
value, and utilize significant unobservable inputs developed by the portfolio funds’ managers to
determine their fair value. These inputs include projected operating cash flows, capitalization rates,
discount rates, and market and sales comparisons.

Property and Equipment

Property and equipment as of December 31, 2022 consisted of the following:

Packard
Foundation Institute Total

Land $ 28,714 $ 4,236 $ 32,950
Buildings 51,775 51,117 102,892
Research vessels - 9,330 9,330
Remotely operated vehicles - 25,178 25,178
Ocean deployed equipment - 33,539 33,539
Office furniture and equipment 16,950 34,845 51,795
Capital projects in progress 466 18,022 18,488
97,905 176,267 274,172

Accumulated depreciation (41,014) (118,068) (159,082)
Property and equipment, net 3 56,891 $ 58,199 $ 115,090

Depreciation expense for the year ended December 31, 2022 was $2,377 and $8,308 for the Packard
Foundation and the Institute, respectively.

Grants and Support Payable

The Packard Foundation ordinarily makes grants to organizations that qualify as public charities
under the IRC. When distributions are made to nonqualifying organizations, the Packard Foundation
assumes the responsibility for the ultimate charitable use. The Packard Foundation had unpaid
conditional grants as of December 31, 2022 of $300. This amount is not included in the consolidated
statement of financial position nor the consolidated statement of activities, as per accounting
guidance. Conditional grants will be expensed and paid when the defined barriers are overcome.

14



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

Grants and support awarded but unpaid are payable as of December 31, 2022 as follows:

Packard
Foundation Institute Eliminations Total
Less than one year $ 131519 § - $ (68,069) $ 63,450
One to five years 91,198 - - 91,198
Grants and support payable $§ 222717 $ - $ (68,069) $ 154,648

Federal Excise and Unrelated Business Income Tax

In accordance with the applicable provisions of the IRC, both the Packard Foundation and the
Institute are private foundations and qualify as tax-exempt organizations. Private foundations are
subject to 1.39% on net investment income, excluding unrealized gains, as defined. Deferred tax
items are created when certain income and expense items are accounted for in different time periods
for financial statement purposes than for tax purposes. Deferred federal excise tax liabilities result
from changes in unrealized gains on investments. The Foundation is also subject to current federal
and state unrelated business income tax. The Foundation believes that it has appropriate support for
the excise and other tax positions taken and does not have any uncertain tax positions that result in
a material impact on the Foundation’s financial position or change in net assets.

Retirement Plans

The Packard Foundation sponsors defined contribution plans under both IRC Section 401(a) and
403(b) for its eligible employees. Total expense related to such plans for the year ended December
31, 2022 was $3,307. The Packard Foundation also has a voluntary salary deferral plan for highly
compensated employees under IRC Section 457(b). The Packard Foundation has a Nonqualified
Benefits Restoration Plan (i.e., IRC Section 457(f)) that allows the Packard Foundation to make
contributions to a participant’s account equal to the amount in excess of IRC limits that the participant
would otherwise have been eligible for in accordance with the Packard Foundation’s 401(a) plan.
The Nonqualified Benefits Restoration Plan is intended to be an unfunded plan although voluntary
contributions are made to a grantor trust.

The Packard Foundation has a postretirement medical benefits plan (Packard Foundation Plan),
where eligible retired employees receive $5 per year of service designated in a health reimbursement
account.

The Institute has a contributory retiree health insurance program (Institute Plan) which covers
substantially all employees who meet the eligibility requirements. Each August 1, the Institute
contributes on behalf of each retired employee to a health reimbursement account (HRA). The
amount of the contribution is 50% of the premium in effect as of August 1, 2017 with the same family
status (single or two-party coverage) as the retiree. The retiree may then spend the amount in the
HRA on any medical expenses that are tax-deductible, including premiums for health insurance.

15



The David and Lucile Packard Foundation
Notes to Consolidated Financial Statements
December 31, 2022

(dollars in thousands)

The following information presents the consolidated (Foundation Plan) postretirement medical
benefits unfunded status and amounts recognized in the consolidated financial position in
postretirement benefit liabilities as of December 31, 2022, based on a measurement date of
December 31, 2022:

Packard
Foundation Institute Total
Benefit obligation $ 6,146 $ 14,144 % 20,290
Fair value of plan assets - - -
Unfunded status 6,146 14,144 20,290
Postretirement benefit liabilities $ 6,146 $ 14144 % 20,290

Amounts recognized in net assets as of December 31, 2022 were as follows:

Packard
Foundation Institute Total
Net (gain) loss $ (2,674) $ 1,749 § (925)
Prior service cost (1,779) (8,132) (9,911)

$ (4,453) $ (6,383) $ (10,836)

The net periodic postretirement benefit cost for the year ended December 31, 2022 was $(670) and
$(2,078) for the Packard Foundation and the Institute, respectively.

Changes other than net periodic postretirement benefit cost recognized in the consolidated statement
of activities for the year ended December 31, 2022 were as follows:

Packard
Foundation Institute Total
Net actuarial (gain) $ (1,346) $ (4,228) $ (5,574)
Amortization of net gain (loss) 83 (459) (376)
Amortization of prior service cost 942 3,357 4,299
Total changes other than net periodic
postretirement benefit cost 3 (321) $ (1,330) $ (1,651)

The net actuarial gain for the year ended December 31, 2022 was primarily attributable to the
increase in the discount rate from 2.39% as of December 31, 2021 to 4.84% as of December 31,
2022 for the Packard Foundation, and from 2.67% to 4.96% for the Institute.

The weighted-average discount rate of 4.84% and 4.96% was used in determining the accumulated
postretirement benefit obligation as of December 31, 2022 for the Packard Foundation and the
Institute, respectively. The weighted-average discount rate of 2.39% and 2.67% was used in
determining the net periodic postretirement benefit cost for the year ended December 31, 2022 for
the Packard Foundation and the Institute, respectively.
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The annual rate of increase in the per capita cost of medical benefits (i.e., health care cost trend
rate) is assumed to be 9.50% in 2024, declining by 0.45% per year through 2034 and then remaining
at 5% thereafter for the Packard Foundation. The annual rate of increase in the per capita cost of
medical benefits (i.e., health care cost trend rate) was assumed to be 9.0% in 2023 and declining by
0.4% per year until the ultimate trend rate of 5.0% is reached by 2032 for the Institute.

The Foundation Plans are fully insured and funded on a pay-as-you-go basis. The estimated
minimum benefit payments by year that reflect expected future service to be paid by the Foundation
are as follows:

Packard
Foundation Institute Total

Years Ending December 31,

2023 $ 436 $ 656 $ 1,092
2024 483 723 1,206
2025 555 761 1,316
2026 560 823 1,383
2027 568 872 1,440
2028-2032 2,674 4,954 7,628

Contributions to the Foundation Plans for the year ended December 31, 2022 were $379 and $472
by the Packard Foundation and the Institute, respectively. Total benefit payments made from the
Foundation Plans for the year ended December 31, 2022 were $421 and $553 by the Packard
Foundation and the Institute, respectively.

8. Commitments and Contingencies
During 2022 the Institute entered into a contract to construct a research and robotics building for
the total amount of $40,386. As of December 31, 2022, the remaining amount of $37,564 is to be
paid throughout 2023 and 2024 as construction of the building is complete.
During 2021 the Institute entered into a contract to construct a new research vessel for the total
contract value of $41,880. As of December 31, 2022, the remaining amount of $8,376 is expected to
be paid out in 2023.

The Institute derives a portion of its revenues from various federally funded programs that are subject
to review and audit by governmental oversight agencies.
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9.

Credit Facilities

The Packard Foundation has an uncommitted line of credit of $250,000 with The Northern Trust
Company. The Packard Foundation has the option of choosing the interest rate based upon the
Prime-Based Rate, Secured Overnight Financing Rate (SOFR), or Bank Offered Rate. The
uncommitted line of credit remains in force until otherwise elected by either of the parties. As of
December 31, 2022, the outstanding principal balance on the uncommitted line of credit was $0.

The Packard Foundation has a committed line of credit of $250,000 with The Northern Trust
Company, which contains a commitment fee on the unused available balance of 0.10% annually.
The Packard Foundation has the option of choosing the interest rate based upon the Prime-Based
Rate, Secured Overnight Financing Rate (SOFR), or Bank Offered Rate. Any aggregate outstanding
principal, interest, and related fees are due in full on the commitment termination date of December
13, 2023. As of December 31, 2022, the outstanding principal balance on the committed line of credit
was $0.
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10. Analysis of Expenses

The Foundation’s expenses have been allocated between direct charitable, grantmaking, and operational support activities, based on
estimates made by the Foundation’s management of time spent by employees on various activities. Direct charitable expenses pertain to
charitable activities for the benefit of others initiated and conducted in whole or in part by the Foundation. Grantmaking expenses pertain to
the general grantmaking activities of the Packard Foundation, such as reviewing proposals and awarding, monitoring, and evaluating grants.
Operational support expenses include costs related to managing the Foundation.

The Foundation’s functional expenses, displayed by natural expense classification, for the year ended December 31, 2022 were as follows:

Direct Charitable Grantmaking Operational Support
Total
Packard Total Direct Packard Packard Operational Total
Foundation Institute Charitable Foundation Foundation Institute Support Eliminations Expenses

Grants awarded $ 17,422 $ - $ 17,422 $ 422883 $ - $ - $ - $ (68,069) $ 372,236
Salary, benefits, and payroll taxes 984 29,427 30,411 20,753 5,904 5,196 11,100 - 62,264
Legal fees 76 102 178 1,213 335 219 554 - 1,945
Accounting fees - - - - 279 247 526 - 526
Other professional fees 376 - 376 14,049 1,248 - 1,248 - 15,673
Interest expense - - - 151 - - - - 151
Depreciation 320 5,503 5,823 1,613 445 2,838 3,283 - 10,719
Occupancy 425 5,285 5,710 292 344 (4,028) (3,684) - 2,318
Travel, conferences, and meetings 411 681 1,092 1,712 815 181 996 - 3,800
Printing and publications 1 262 263 144 31 18 49 - 456
Other expenses 696 17,766 18,462 3,153 1,761 4,184 5,945 - 27,560
Postretirement benefit costs

- interest and amortization (35) (2,059) (2,094) (566) (249) (364) (613) - (3,273)

$ 20,676 $ 56,967 $ 77643 $ 465,397 $ 10,913 § 8,491 $ 19,404 3 (68,069) $ 494,375
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1.

12.

Liquidity

The Foundation’s financial assets available within one year of December 31, 2022 to meet general
expenditures include:

Packard
Foundation Institute Eliminations Total

Cash and cash equivalents $ 59,390 $ 48,117 $ - $ 107,507
Contributions and support receivable - 75,221 (68,069) 7,152
Interest and dividends receivable 1,573 - - 1,573
Investment sales receivable 92,857 - - 92,857
Fixed income securities 466,133 - - 466,133
Public market equities 184,799 - - 184,799

Available financial assets 804,752 123,338 (68,069) 860,021
Less financial assets unavailable for general expenditures:
Board designated operating reserve - 23,812 - 23,812
Packard Foundation capital grant - 46,103 - 46,103
Valley Foundation capital grant - 2,500 - 2,500

Financial assets unavailable for general expenditures - 72,415 - 72,415

Net available financial assets $ 804,752 $ 50,923 $ (68,069) $ 787,606

The Foundation endeavors to structure its financial assets to be available and liquid as its general
expenditures, liabilities, and other obligations become due. As of December 31, 2022, in addition to
the available financial assets listed above, the Packard Foundation has line of credit agreements
totaling $500,000 which can be drawn upon in the event of immediate liquidity needs. Furthermore,
there are likely to be additional components of the Packard Foundation’s investments that may be
available and liquid within one year. These components include certain portions of marketable
alternatives, as well as return of capital from both private equity and real asset holdings.

Subsequent Events
The Foundation has performed an evaluation of subsequent events from December 31, 2022 through

July 20, 2023, the date the consolidated financial statements were available to be issued, and
believes no additional subsequent events disclosures are required.

20



	2022 Packard Opinion Signed.pdf
	Final Final Draft The David and Lucile Packard Foundation 123122.pdf

