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Pre-schoolers from Eisner
Pediatric and Family
Medical Center’s Child
Development Center listen
to a recorded story of
“The Three Little Pigs.”

Eisner’s Yolanda Rebollo gives Tatiana a
well-child exam in the Pediatric Clinic.

agency expand its programs. The first grant, made two years after the
agency opened, helped double the program’s capacity to 9o children.

Twenty years later, Para Los Nifios had grown exponentially, and
evolved into a comprehensive family service agency with multiple sites
in needy neighborhoods throughout the region. During the same time,
the demand for aftfordable child care multiplied, and Para Los Nifos,
along with many other providers, had huge waiting lists. Keck support
in 2003 allowed Para Los Ninos to expand its child care services in the
underserved Pico Union neighborhood.

Seeing another unmet community need, in 2005 Para Los Nifos
bought a building on Skid Row and created a Family Learning Complex
to prepare immigrant Latino children for college. The complex is home
to a child development center, a charter elementary school, after-school
enrichment, and family support programs, including a health clinic.
Together these programs provide a model of urban education that sets
high standards and addresses the needs and aspirations of children and
their families struggling with the consequences of poverty. Today, Para
Los Nifios serves over 3,500 children and is getting ready to open a
charter middle school.

Located midway between Skid Row and Exposition Park is the
Eisner Pediatric and Family Medical Center. Founded in 1920, the agency
was ready to build its first permanent home in the early 1980s and

sought help from local foundations and the Community Redevelopment
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Eisner’s outdoor play yard allows
children to have fun developing motor
and social skills in a safe environment.

Agency. Its new building was completed in 1985. At that time, Eisner had
a staft of 40 and was just beginning to treat adults in addition to children.
In a move that was unusual for a medical center, it operated an early
intervention program for diagnosing and treating speech and language
delays, as well as a child care center.

As the need for health care grew, especially among the working
poor who could not afford insurance, the agency responded, adding more
services. More than a decade later, it ran out of space and embarked
on a second expansion campaign. With Keck support in 2003, the
agency doubled its physical plant. Today, it has a staft of 240 and serves
over 20,000 people annually. The adult clinic includes a chronic disease
management program and a Women’s Health Center. The pediatric
program has almost doubled and has added asthma and obesity clinics as
well as a larger dental program. For the first time, Eisner is able to offer
mental health services and is also adding new early intervention programs.

The growth of these three organizations continues with multiple
collaborations evolving naturally from their shared focus on the
well-being of residents living downtown. The California Science Center
is partnering with Para Los Niflos to enrich its science curriculum,
Eisner operates the health clinic at Para Los Nifios’ Family Learning
Complex, and Para Los Nifios runs the child care program at Eisner. The
work of these agencies, individually and collectively, is indeed producing

a new kind of wealth for Angelinos.
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MOBILIZING RESOURCES

Los Angeles Regional Foodbank

In Los Angeles County, one of

every 10 people must make the
intolerable choice between buying
food, paying rent or purchasing
medications. Fortunately, for some,
these decisions are made easier

by the services of the Los Angeles
Regional Foodbank. Founded in 1973
in Pasadena and now located in
south Los Angeles, the Foodbank’s
mission is to “mobilize resources

to fight hunger in our community.”
Over the years, it has continued

to evolve to meet the challenge

of ever-increasing demand due to
economic hardship.

At critical junctures in its
history, the Foodbank turned to
Keck for support. Over time, the
Foundation made grants to help
it construct its first permanent

facility, purchase freezers, and
renovate and equip two additional
warehouses. When the Foundation
made its first grant in 1989, the
Foodbank distributed over 18
million pounds of surplus food,
equal to 14 million meals, to 425
charitable agency sites. Today it
distributes 36 million pounds, or
roughly 28 million meals, through a
network of 9goo charitable agency
sites helping to feed 674,000
people annually.

Responding to shifts in the
types of food available and the
needs of the people it serves, the
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Foodbank is forging new supply
networks and grappling with

space and logistics to obtain,

store and deliver healthier food
products, including fresh fruits and
vegetables. With vision and energy,
anything is possible.

Volunteer groups sort and package
food for distribution to charities. The
Foodbank relies on the help of 13,000
volunteers each year.
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’ The Keck Foundatien believes that it is the people in the field, those with t@

expert knowledge of their su%éct who can best identify scientific or societal
problems, and the potentlal Ways to solve them. The Foundation’s partnershlps
over the last several decades have shown that facilitating the work of strong
institutions led by accomplish}é;d people pays great dividends. Looking back,
we see that some of our mosti-igsting partnerships are among the most fruitful.
Our greatest reward is to hear that an investment made five, 10 or even 20 years
ago contir}}les to bring returns far above the dollar amount originally invested.
We believg that the most important returns are in human capital, and therefore,
look for good people doing extraordinary things. We will continue to seek
out projects with the highest pdtential for long-lasting impact on science and >
soc}_e'ty, knowing that it takes imagination, courage and the willingness of the

people in the field to take risks to realize the greatest returns. .

-



2007 GRANTS



Carnegie Institution of Washington

$1,200,000

Washington, DC

To study how abiotic processes in the deep Earth are

related to the emergence and development of life.

Colorado State University

$1,100,000

Fort Collins, CO

To support the development of a single atom

on-demand laser source for quantum computers.

Cornell University

$2,190,000

Ithaca, NY

To develop a novel X-ray detector for studying

material dynamics at microsecond time scales.

Drexel University

$1,000,000

Philadelphia, PA

To use nanotechnology to develop an instrument
for transferring fluid volumes in the attoliter range,
leading to development of subcellular tools that can

be used for medical diagnosis and treatment.

Georgia Institute of Technology
$2,000,000

Atlanta, GA

To develop nanopatterned epitaxial graphene

electronic devices that work at room temperature.
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National Academy of Sciences

$500,000

Washington, DC

To support a study of America’s energy future:

technology opportunities, risks and tradeofts.

University of California, Davis

$1,500,000

Davis, CA

To support the development of a novel imaging
detector for use in the Large Synoptic Survey

Telescope.

University of California, Santa Barbara
$1,750,000

Santa Barbara, CA

To develop new technology for using terahertz

spectroscopy to study protein dynamics.

University of Chicago

$1,800,000

Chicago, IL

To study the basic processes controlling catastrophic
deformation in both physical and biological systems

ranging from fluid-like to solid-like behavior.

University of Pittsburgh

$1,000,000

Pittsburgh, PA

To develop an ultra-fast method for scanning

tunneling microscopy.

California Institute of Technology
$24,000,000

Pasadena, CA

To establish an Institute for Space Studies.



Hampton University

$425,000

Hampton, VA

To incorporate genomics into the biology curriculum
by setting up undergraduate DNA microarray and

bioinformatics labs.

St. Edward’s University

$260,000

Austin, TX

To establish an interdisciplinary undergraduate
research project on HIV drug resistance that will also

be integrated into a course on science literacy.

St. Lawrence University

$500,000

Canton, NY

To facilitate the development of interdisciplinary
learning environments for science, technology,

engineering and mathematics.

Texas Lutheran University

$250,000

Seguin, TX

To enhance the physics and pre-engineering programs
by purchasing an NMR to establish a Transport Lab

for hands-on student learning.

Arizona State University

$1,200,000

Tempe, AZ

To study frameshift peptides common to many types

of tumors as targets for a cancer vaccine.

Carnegie Mellon University

$1,100,000

Pittsburgh, PA

To research how the brain composes neural represen-
tations of word and sentence meanings from their

component parts.

City of Hope

$1,500,000

Duarte, CA

To continue work to understand the molecular
mechanisms underlying cancer and develop therapies
that destroy lymphoma cells without harming

normal cells.

Stanford University

$1,300,000

Stanford, CA

To develop massively parallel brain imaging
technology to study the neuronal circuitry in decision

making and behavior in the fruit fly.

Translational Genomics Research Institute
$1,000,000

Phoenix, AZ

To develop network models of biological function

using signal processing and control theory.
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University of California, Los Angeles

$1,800,000

Los Angeles, CA

To develop stem cell technology to engineer human

immune cells for targeted cancer treatments.

University of California, San Francisco
$1,750,000

San Francisco, CA

To characterize and understand the function of the
non-protein coding RNA genes by developing new

mouse models for human disease.

University of Massachusetts Medical School
$1,500,000

Waorcester, MA

To study how asymmetric cell division affects aging

and longevity in somatic and stem cells.

University of Oregon

$1,600,000

Eugene, OR

To study biological interactions of engineered
nanoparticles and establish fundamental design rules

for biomedical applications.

University of Texas - M. D. Anderson

Cancer Center

$2,000,000

Houston, TX

To understand molecular mechanisms behind the
generation of immunosuppressive T-cells in the
thymus and tumor microenvironment and to develop

cancer immunotherapies.
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$1,000,000 per award

Baylor College of Medicine

Houston, TX

To support Dr. Xander Wehren’s work to define
the mechanisms by which junctional membrane
complexes regulate intracellular calcium release in

normal and diseased hearts.

Harvard University

Cambridge, MA

To support Dr. Amy Wagers’ work to identify blood-
borne rejuvenating factors and determine how they

correct aged stem cell function.

Memorial Sloan-Kettering Cancer Center

New York, NY

To support Dr. Jennifer Zallen’s studies to identify
the molecular mechanisms by which groups of cells
coordinate their shape and movement to build the

characteristic morphologies of tissues and organs.

University of California, San Francisco

San Francisco, CA

To support Dr. Wallace Marshall’s studies to
understand how cilia assemble and function with
the goal of learning ways to diagnose and treat

ciliary diseases.

University of Massachusetts Medical School
Whorcester, MA

To support Dr. Job Dekker’s work to map networks of
interactions between genes to identify which elements

regulate each gene in normal and disease states.



$10,000 per award

‘Washington University in St. Louis
Dr. Emily Cheng

University of Alabama at Birmingham
Dr. Michael Miller

California Institute of Technology
Dr. Angelike Stathopoulos

Princeton University
Dr. Hilary Coller

University of California at Los Angeles
Dr. Mark Frye

Carleton College

$300,000

Northfield, MN

To support expansion of the Quantitative Inquiry,
Reasoning, and Knowledge Initiative to non-science

disciplines.

Millsaps College

$400,000

Jackson, MS

To support interdisciplinary undergraduate
archaeological research focused on the comparative
study of an Old World and a New World culture.

Armory Center for the Arts

$125,000

Pasadena, CA

To provide free after-school art classes and weekend
workshops for children, youth and families in the

Madison neighborhood of Pasadena.

Alliance for Children’s Rights

$200,000

Los Angeles, CA

To support a two-year collaborative effort to ensure
that eligible, disabled youth leaving foster care receive

Supplemental Security Income.

Boy Scouts of America, Los Angeles Area Council
$250,000

Los Angeles, CA

To increase camping opportunities for inner-city

Los Angeles youth by rebuilding the scout camp at
Lake Arrowhead.

Children’s Planning Council

$450,000

Los Angeles, CA

To improve school readiness and academic outcomes
for Los Angeles County’s foster care and probation
youth by implementing Expecting More, the Education

Coordinating Council’s blueprint for change.

East Los Angeles Remarkable Citizens
Association, Inc.

$150,000

Los Angeles, CA

To provide social, medical, and therapeutic services to
adults with developmental disabilities by building a

new multipurpose center in the City of Bell.
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Loyola Marymount University

$750,000

Los Angeles, CA

To expand Loyola Law School’s Center for Juvenile
Law and Policy, which represents youth in the

Los Angeles juvenile justice system and trains law

students in child advocacy.

Penny Lane

$400,000

North Hills, CA

To consolidate and expand child welfare, family
support and mental health programs in the Antelope

Valley by building a new family center.

Project Angel Food

$250,000

Los Angeles, CA

To expand the meal delivery program to clients with
serious, life-threatening illnesses by acquiring and

renovating a new facility.

Mission Community Hospital

$750,000

Panorama City, CA

To provide dental service in partnership with
UCLA to low-income residents of the northeast
San Fernando Valley by constructing a dental

teaching clinic.

St. John’s Well Child & Family Center

$300,000

Los Angeles, CA

To establish an integrated care center for chronic
and environmentally-based diseases by renovating a

building in South Los Angeles.
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Para Los Nifos

$500,000

Los Angeles, CA

To expand a charter elementary school and after-
school and family support programs by purchasing

and renovating a new facility.

Parent Institute for Quality Education, Inc.
$225,000

San Diego, CA

To increase the number of minority, low-income
students who attend college by supporting

a parent-involvement program in collaboration

with the California State University system.

Saint Mary’s Academy

$300,000

Inglewood, CA

To enhance science and math education for girls
by modernizing facilities and equipment and
revising the curriculum in partnership with Mount
St. Mary’s College.



2007

FINANCIAL STATEMENTS



December 31 (in thousands) 2007 2006
Cash and cash equivalents $  $8,430 $ 48,255
Receivable from brokers 2,935 1,342
Interest receivable 1,961 2,157
Dividends receivable 1,287 665$
Other receivables 72 -
Prepaid federal excise taxes 352 38
Prepaid expenses 252 215
Investments at fair value 1,465,511 1,356,518
Fixed assets, net 967 1,071
Total assets $ 1,531,767 $ 1,410,261
Payable to brokers $ 5,466 $ 4,669
Accounts payable and accrued expenses 1,914 2,438
Grants payable, net (Note 6) 40,864 39,989
Deferred federal excise taxes payable 6,875 6,134
Total liabilities 55,119 53,230
Unrestricted net assets 1,476,648 1,357,031
Total liabilities and unrestricted net assets $ 1,531,767 $ 1,410,261

See accompanying notes.
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Years ended December 31 (in thousands) 2007 2006

Interest $ 12,456 $ 11,787
Dividends 13,208 10,490
Other income 533 524

26,197 22,801

Realized and unrealized gains and losses on investments:

Net realized gains 142,020 137,672
Change in net unrealized gains and losses 36,783 (13,064)
178,803 124,608

Total revenues and net realized and unrealized gains

and losses on investments 205,000 147,409
Grants 68,764 67,475
Management and general services 6,463 6,320
Investment management fees 7,427 7,286
Federal excise tax provision 2,353 2,786
Foreign tax withheld 376 137
Total expenses 85,383 84,004
Change in unrestricted net assets 119,617 63,405
Unrestricted net assets, beginning of year $ 1,357,031 $1,293,626
Unrestricted net assets, end of year $1,476,648 $ 1,357,031

See accompanying notes.
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Years ended December 31 (in thousands) 2007 2006
Change in unrestricted net assets $ 119,617 $  63,40$
Adjustments to reconcile change in unrestricted net
assets to net cash used in operating activities:
Depreciation and amortization 331 324
Accretion of bond discounts (228) (119)
Net realized gains on investments (142,020) (137,672)
Change in net unrealized gains and losses on investments (36,783) 13,064
Changes in operating assets and liabilities:
Receivable from brokers (1,593) 9,708
Interest receivable 196 (156)
Dividends receivable (622) 212
Other receivable (72) -
Prepaid expenses (37) (168)
Deposits = 40
Prepaid federal excise taxes (314) 1,903
Payable to brokers 797 (3,598)
Accounts payable and accrued expenses (524) (117)
Deferred federal excise taxes payable 741 (266)
Grants payable 875 17,585
Net cash used in operating activities (59,6306) (35,855)
Purchase of investments (801,774) (918,365)
Proceeds on disposition of investments and return of capital 871,812 037,426
Acquisition of fixed assets, net (227) (129)
Net cash provided by investing activities 69,811 18,932
Net increase (decrease) in cash and cash equivalents 10,175 (16,923)
Cash and cash equivalents, beginning of year 48,255 65,178
Cash and cash equivalents, end of year $58,430 $48,255
Taxes paid during the year $ 1,925 $ 1,150

See accompanying notes.

Page 5o | THE W. M. KECK FOUNDATION



December 31, 2007

The W. M. Keck Foundation (the Foundation) was incorporated in the state of Delaware on January 20, 1959, as
a not-for-profit charitable corporation. The Foundation’s goals are principally to identify and support university
and college research and education programs in the areas of science, engineering and medicine. In addition, the
Foundation gives some consideration to promoting liberal arts education and, in Southern California only, to

supporting community services, health care, precollegiate education, and the arts. Operations are funded by the

Foundation’s earnings on its investment portfolio.

The preparation of the financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

In accordance with Statement of Financial Accounting Standards (SFAS) No. 116, Accounting for Contributions
Received and Contributions Made, unconditional grant payments are recognized as an expense in the period in which
they are approved. If these grants are to be paid over a period exceeding one year, they are recorded at the net
present value of the future cash payments, using an applicable Treasury Bill rate. Grants, which are conditional upon
a future and uncertain event, are expensed when these conditions are substantially met or expected to be met in
the subsequent year. A conditional promise to give is considered unconditional if the possibility that the condition

will not be met is remote.

Cash and cash equivalents are defined as liquid investments with original maturities of three months or less.

SFAS No. 124, Accounting for Certain Investments Held by Not-For-Profit Organizations, requires that investments
in equity securities with readily determinable fair values and all investments in debt securities be measured at
fair value. The Foundation has adopted this policy, and thus, records all investments at fair value. Fair value is

determined based on quoted market prices for those securities that trade on the open market.
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The Foundation’s interests in partnerships are carried at estimated fair value based on the Foundation’s propor-
tionate interest. In the absence of market price quotations, the fair value of the investments is determined

by the general partner. Investments for which exchange quotations are not readily available are valued at the
latest bid price obtained from one or more dealers making a market for such securities or at estimated fair
values as determined in good faith by the general partner. Investments for which exchange quotations are not
readily available may include specific classes or series of an issuer’s equity or debt securities. The methods and
procedures to value these investments may include, but are not limited to: (1) performing comparisons with
prices of comparable or similar securities, (2) obtaining valuation-related information from issuers, and/or (3)
other analytical data relating to the investment and using other available indications of value. However, because
of the inherent uncertainty of valuation, the estimated fair values for the aforementioned securities and interests
may differ from the values that would have been used had a ready market for the investments existed, and the

differences could be material.

Purchases and sales of securities are recorded on the trade date. Dividend income is recorded based upon the
ex-dividend date. Interest income is recorded as earned on an accrual basis. Realized gains and losses are recorded
upon disposition of securities based on the specific identification method. The allocation of cost to a sale, where
part of a holding is disposed of, assumes that the highest-priced items are sold first. Unrealized gains and losses are
included in the statements of activities and represent the net change in current market quotations for investments

held at the end of the year.

Fixed assets are carried at cost, less accumulated depreciation. Depreciation is computed on the straight-line
method over the estimated useful life of each type of asset or the term of the related lease, whichever is shorter.
The depreciable lives for leasehold improvements are between ten and 15 years and the lives for furniture and

equipment are five years.

In July 2006, the Financial Accounting Standards Board (FASB) issued Interpretation No. 48 (FIN 48), Accounting
for Uncertainty in Income Taxes — An Interpretation of FASB Statement No. 109. FIN 48 clarifies the accounting for
uncertainty in income taxes recognized in the financial statements. It also prescribes a recognition threshold and

measurement attribute for the financial statement recognition and measurement of a tax position taken or expected
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to be taken in a tax return, among other things. In February 2008, the FASB issued FIN 48-2 delaying the
effective date of FIN 48 for certain nonpublic enterprises until fiscal years beginning after December 15, 2007. The

Foundation is currently evaluating the impact that adopting this standard will have on its financial statements.

In September 2006, the FASB issued SFAS No. 157 (SFAS 157), Fair Value Measurements. This statement defines fair
value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. SFAS 157 applies under other accounting pronouncements that require
or permit fair value measurements and, accordingly, SFAS 157 does not require any new fair value measurements.
SFAS 157 is effective for fiscal years beginning after November 15, 2007. The Foundation is currently evaluating the

impact that adopting this standard will have on its financial statements.

In February 2007, the FASB issued SFAS No. 159 (SFAS 159), The Fair Value Option for Financial Assets and Financial
Liabilities. SFAS 159 permits entities to choose to measure many financial instruments and certain other items at
fair value. SFAS 159 is effective for fiscal years beginning after November 15, 2007. The Foundation has elected not

to measure any eligible financial assets and liabilities at fair value.

The cost and fair value of investments are as follows (in thousands):

December 31, 2007 December 31, 2006

(in thousands) Cost Fair Value Cost Fair Value
Common stock $ 476,832 $ 730,412 $ 613,255 $ 875,590
Corporate bonds 74,467 71,991 73,819 74,470
Government bonds 8,567 8,771 21,915 21,831
Foreign investments 126,090 171,126 159,403 189,616
Mortgage and asset-backed securities 49,285 49,322 43,384 42,776
Mutual funds 82,025 81,067 - —
Alternative investments 304,511 346,822 137,791 152,235

$ 1,121,777 $ 1,465,511 $ 1,049,567 $ 1,356,518

Mortgage and asset-backed securities in the prior year have been reclassified from government bonds to be

consistent with the presentation of the current year’s categorization of investments.
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The change in net unrealized gain (loss) on investments is reflected in the statements of activities and is

summarized as follows (in thousands):

Years Ended December 31

(in thousands) 2007 2006
Net unrealized gain, beginning of year $ 306,051 $ 320,0I5
Add net unrealized gain (loss) on investments for the year 36,783 (13,004)
Net unrealized gain, end of year $ 343,734 $ 300,951

As of December 31, 2007, the Foundation has made total capital contributions (net of distributions) of $304,511,000
to nine partnerships and two foreign corporations. The Foundation has a total future capital commitment related to
five of these partnerships of $119,575,000.

Fixed assets consist of the following (in thousands):

December 31

(in thousands) Estimated Life 2007 2006
Leasehold improvements 10-15 years $ 2,549 $ 2,503
Furniture and equipment 5 years 1,447 1,266
Less accumulated depreciation (3,029) (2,698)
Total fixed assets, net $ 967 $ 1,071

The amount of depreciation included in management and general services was approximately $331,000 and $324,000

in 2007 and 2006, respectively.
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The Foundation qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code
and, accordingly, is not subject to federal income taxes. However, the Foundation is classified under the Internal

Revenue Code as a private foundation and, as such, is subject to a federal excise tax.

During 2007, the Foundation has accrued a 1% excise tax on net investment income (2% in 2006). Private
foundations are required to distribute annually, in qualifying charitable distributions, an amount equal to
approximately §% of the average fair market value of the Foundation’s assets (the minimum distribution). If the
Foundation does not distribute the required minimum distribution, a one-year grace period is granted to distribute
the undistributed income. If undistributed income is not distributed by the close of the following tax year, a
minimum 30% penalty under IRC §4942(a) will apply. The Foundation’s annual distributions were in excess of the
required minimum for 2007 and 2006 to avoid the 30% penalty. Although the Foundation does have cumulative
undistributed income at December 31, 2007, based on the Foundation’s distribution history, the Foundation will

be able to distribute the cumulative undistributed income from December 31, 2007, in 2008. Accordingly, the

Foundation has not accrued for the penalty on undistributed income.
The Foundation uses the liability method required by Financial Accounting Standards Board Statement No. 109,
Accounting for Income Taxes, for accounting for excise taxes. The federal excise tax provision consists of the

following (in thousands):

Years Ended December 31

(in thousands) 2007 2006
Current $ 1,612 $ 3,053
Deferred 741 (267)

$ 2,353 $ 2,786

Deferred federal excise taxes have been recorded on the unrealized appreciation in fair value of investments at a tax

rate of 2% in 2007 and in 2006.
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Grants payable and conditional grant commitments as of December 31, 2007, are as follows (in thousands):

(in thousands) Unconditional Conditional
2008 $ 34,267 $ 2,850
2009 — 2012 7,050 62,293
2013 and thereafter - 18,147
41,317 $ 83,290
Less present value discount (453)
$ 40,804

Projected timetable and payment amounts shown above for conditional grants are estimated. Conditional grants
will be recorded as an expense in the period when the conditions to the grant are substantially met. These grants
are conditioned upon other donors matching the amounts contributed by the Foundation, receipt of building

permits and other regulations, and compliance with budget, timetable, and grant agreements’ requirements.

Conditional grants outstanding as of December 31, 2007, consist of the following (in thousands):

Grantee Date of Original Commitment  Original Commitment Amount Outstanding
University of Southern California 1999 $ 103,000 $ 33,000
National Academy of Sciences 2002 40,000 24,000
Keck Graduate Institute of Life Sciences 2004 20,000 5,000
California Institute of Technology 2007 24,000 18,000
Other Various 3,000 3,000

$190,000 $ 83,000
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The Foundation leases its main office space under a 15-year noncancelable operating lease. The lease agreement
includes free rent for the first two years and rent escalation terms thereafter. Rent expense is recognized on a
straight-line basis over the lease term. As of December 31, 2007, the approximate future minimum lease obligation

for the lease is as follows:

Year ending December 31:

2008 $ 391,000
2009 400,000
2010 500,000
2011 500,000
2012 500,000
Thereafter 059,000

$ 3,250,000

Total rental expense for each of the years ended December 31, 2007 and 2006, was approximately $360,000.

Deferred rent was approximately $758,000 and $790,000 at December 31, 2007 and 2006, respectively.

The Foundation maintains a qualified 401 (k) Profit Sharing Plan (the Plan) for eligible employees. Employees

can contribute a percentage of their pretax compensation subject to IRS limitations. The Foundation matches
200% of the employee’s deferral, but not more than 6% of the employee’s compensation in total. The Foundation’s
matching contributions were approximately $177,500 and $152,000 for the years ended December 31, 2007 and

2006, respectively.

A director and an officer of the Foundation are partners of a law firm that provided legal services to the
Foundation. The Foundation incurred legal fees for services provided by the law firm totaling $499,000 and

$530,000 for the years ended December 31, 2007 and 2006, respectively..
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The Board of Directors
W. M. Keck Foundation

‘We have audited the accompanying statements of financial position of the W. M. Keck Foundation as of’
December 31, 2007 and 2006, and the related statements of activities and cash flows for the years then ended.
These financial statements are the responsibility of the management of the W. M. Keck Foundation. Our

responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an audit of the Foundation’s internal
control over financial reporting. Our audits included consideration of internal control over financial reporting as a
basis for designing 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 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, and evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the W. M. Keck Foundation at 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.

St ¥ MLLP

April 16, 2008
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