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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of 
Electric Power Research Institute, Inc. 
Palo Alto, California 

Opinion 

We have audited the consolidated financial statements of Electric Power Research Institute, Inc. (the 
“Institute” or EPRI), which comprise the consolidated statement of financial position as of December 31, 2022 
and 2021, and the related consolidated statements of activities and changes in net assets and cash flows for 
the years then ended, and the related notes to the consolidated financial statements (collectively referred to 
as the "financial statements"). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Institute as of December 31, 2022 and 2021 and the results of its operations and its cash flows 
for the years 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 (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States (Government Auditing Standards). Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of the Institute 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 Financial Statements 

Management is responsible for the preparation and fair presentation of the 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 
financial statements that are free from material misstatement, whether due to fraud or error. 

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

Deloitte & Touche LLP 
650 South Tryon Street 
Suite 1800 
Charlotte, NC 28202 
USA 

Tel:   +1 704 887 1500 
www.deloitte.com 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 GAAS and Government Auditing Standards 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 financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

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

• Identify and assess the risks of material misstatement of the 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 financial 
statements. 

• 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 Institute’s internal control. Accordingly, no such opinion is expressed. 

• 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 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Institute’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. 

Other Information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as 
a whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards, is presented for purposes of additional analysis and is not a required part of the 
consolidated financial statements. Such information is the responsibility of management and was derived 
from, and relates directly to, the underlying accounting and other records used to prepare the consolidated 
financial statements. The information has been subjected to the auditing procedures applied in the audit of 
the consolidated financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the consolidated 
financial statements or to the consolidated financial statements themselves, and other additional procedures 
in accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
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information is fairly stated, in all material respects, in relation to the consolidated financial statements as a 
whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated April 17, 2023, on 
our consideration of the Institute’s internal control over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose 
of the report is to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing and not to provide an opinion on the Institute’s internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Institute’s internal control over financial reporting and 
compliance. 

 

April 17, 2023 

 



- 4 - 
 

ELECTRIC POWER RESEARCH INSTITUTE, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2022 AND 2021
(Dollars in thousands)

2022 2021
ASSETS

CURRENT ASSETS:
  Cash and cash equivalents 98,787$          96,876$   
  Investments 112,232          66,390     
  Receivables—members 18,553            8,879       
  Receivables—supplemental funding 46,819            49,242     
  Receivables—other 245                 209         
  Other current assets 9,329              9,900       

           Total current assets 285,965          231,496   

LONG-TERM INVESTMENTS 114,694          179,255   

RIGHT OF USE ASSET 26,188            -             

OTHER LONG-TERM ASSETS 1,118              1,032       

PROPERTY, FACILITIES, BUILDING IMPROVEMENTS, AND 
EQUIPMENT—Net 49,000            48,817     

TOTAL 476,965$         460,600$ 

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
  Accounts payable 36,276$          35,423$   
  Deferred revenue 183,430          174,766   
  Operating lease obligations 4,957              -             
  Deferred gain on asset disposal 1,097              1,097       
  Accrued liabilities 44,222            43,580     

           Total current liabilities 269,982$         254,866   

OTHER LONG-TERM LIABILITIES 2,525              3,521       

ACCUMULATED POSTRETIREMENT BENEFIT OBLIGATION 5,290              6,688       

LONG-TERM OPERATING LEASE OBLIGATIONS 22,956            -             

LONG-TERM DEFERRED GAIN ON ASSET DISPOSAL 4,386              5,483       

LONG-TERM DEFERRED SUPPLEMENTAL REVENUE 242                 196         

           Total liabilities 305,381$         270,754$ 

COMMITMENTS AND CONTINGENCIES (Note 7)

TOTAL NET ASSETS WITHOUT DONOR RESTRICTIONS 171,584$         189,846$ 

TOTAL 476,965$         460,600$ 

See notes to consolidated financial statements.
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ELECTRIC POWER RESEARCH INSTITUTE, INC.

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(Dollars in thousands)

2022 2021

CHANGES IN NET ASSETS:
  Revenues:
    Membership 229,044$    218,266$   
    Supplemental 211,112     184,350     
    Other 1,212         1,561         

 
           Total revenues 441,368     404,177     

  Expenses:
    Electrification and sustainable energy 42,326       33,479       
    Generation 81,622       63,689       
    Nuclear 172,827     161,112     
    Integrated grid and energy systems 57,189       52,677       
    Transmission and distribution infrastructure 54,446       50,113       
    Low carbon resources initiative 22,627       13,938       
    Climate READi 2,003         -                
    Technology innovation activities 27,903       27,712       

           Total expenses 460,943     402,719     

OTHER INCOME (EXPENSE):
  Investment income-net 227            595            
  Gain on asset disposals—net 1,086         518            

           Total other income 1,313         1,113         

(DECREASE) INCREASE IN NET ASSETS WITHOUT DONOR RESTRICTIONS (18,262)      2,571         

NET ASSETS WITHOUT DONOR RESTRICTIONS—Beginning of year 189,846     187,276     

NET ASSETS WITHOUT DONOR RESTRICTIONS—End of year 171,584$    189,846$   

See notes to consolidated financial statements.
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ELECTRIC POWER RESEARCH INSTITUTE, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(Dollars in thousands)

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES:
  Increase (decrease) in net assets (18,262)$   2,571$      
  Adjustments to reconcile change in net assets to net cash
    provided by operating activities:
    Depreciation and amortization 10,505      10,057      
    (Gain) on asset disposals-net (1,086)      (518)         
    Non-cash operating lease expense 4,916        -               
   Realized and unrealized loss on investments 3,754        1,047        
    Allowance for doubtful accounts 435          -               
    Changes in assets and liabilities:
      Receivables—members (9,674)      3,815        
      Receivables—supplemental funding 1,988        (577)         
      Receivables—other (36)           (31)           
      Other current assets 571          (3,987)      
      Other long-term assets (86)           (723)         
      Accounts payable 1,017        (1,906)      
      Current and long-term deferred revenue 8,710        28,337      
      Accrued liabilities 642          (553)         
      Operating lease expense (4,798)      -               
      Other long-term liabilities (996)         794          
      Accumulated postretirement benefit obligation (1,398)      (1,588)      

           Net cash (used in) provided by operating activities (3,798)      36,739      

CASH FLOWS FROM INVESTING ACTIVITIES:
  Capital expenditures (9,256)      (8,186)      
  Purchases of investments (761,872)   (444,139)   
  Proceeds from sale and maturity of investments 776,837    407,005    

           Net cash provided by (used in) investing activities 5,709        (45,320)    

NET INCREASE (DECREASE)  IN CASH AND CASH EQUIVALENTS 1,911        (8,581)      

CASH AND CASH EQUIVALENTS—Beginning of year 96,876      105,457    

CASH AND CASH EQUIVALENTS—End of year 98,787$    96,876$    

SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES:
  Capital expenditures in accounts payable 1,213$      882$         

See notes to consolidated financial statements.  
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ELECTRIC POWER RESEARCH INSTITUTE, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021 

1. DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

Organization—The Electric Power Research Institute, Inc.’s (the “Institute” or EPRI) 
mission is to conduct research and development through science and technology for the 
benefit of society. To accomplish this objective, EPRI develops and manages research and 
development programs for improving energy generation, delivery, and usage. Program 
service expenses are direct charges to the research programs. 

EPRI has been determined to be exempt from federal taxes as a scientific organization 
under Section 501(c)(3) of the Internal Revenue Code (the “Code”). Hence, only unrelated 
business income, as defined in the Code, is subject to federal income taxes. In 2022, as in 
prior years, EPRI anticipates no significant taxable income. 

The financial statements are consolidated to include the accounts of EPRI and its wholly 
owned subsidiaries. All intercompany accounts have been eliminated. The EPRI subsidiary 
is EPRI International, Inc. The EPRI subsidiary, 3420 Hillview, LLC, was closed in 2021. 
EPRI International, Inc. includes its subsidiary, EPRI Europe DAC. 

Summary of Significant Accounting Policies 

Basis of Presentation—EPRI’s consolidated financial statements are prepared on the 
basis of accounting principles generally accepted in the United States of America (U.S. 
GAAP). All intercompany transactions and accounts have been eliminated in consolidation. 

Cash and Cash Equivalents—EPRI considers all highly liquid investment instruments with 
an initial or remaining maturity of three months or less at the time of purchase to be cash 
equivalents. 

Investments—Investments are carried at fair value. Investments are classified as short-
term or long-term based on the maturity date of the investments. Investment income and 
realized and unrealized gains or losses on investments net of investment related expenses 
are reflected in the consolidated statements of activities and changes in net assets as 
Investment income-net. 

Property, Facilities, Building Improvements, and Equipment—Buildings and 
improvements are depreciated over various lives, ranging from ten to thirty years, using 
the straight-line method. Equipment is depreciated using the straight-line method over a 
period of five years. Leasehold improvements are amortized using the straight-line method 
over the shorter of the terms of the respective leases or their economic lives. Equipment 
that is highly specialized and offers no alternative future use to EPRI or its contractors is 
expensed as incurred. Costs associated with individual research and development projects 
conducted at the facilities are charged to expense as incurred. Any gain or loss from the 
sale or other disposition of property, facilities, and equipment is recorded in other income. 

Other Current Assets—Other assets consist primarily of prepaid expenses and 
miscellaneous receivables. 
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Membership Revenue—Revenue from memberships is recognized on a straight-line basis 
over the annual membership period.  Payments are received on an annual or quarterly 
basis.   

As a result of the adoption of Accounting Standards Codification (ASC) 606, Revenue from 
Contracts with Customers, revenue from membership is recognized as an exchange 
transaction and includes two performance obligations, including fixed-price annual 
membership revenue which is recognized over time and credits available for the purchase 
of research materials (e.g., Existing Product Credits (EPC)) which are only available to 
members with multiple year membership contracts.  The performance obligation related to 
EPC is recognized at a point in time when the incentive is used and the performance 
obligation complete.  The unused, unexpired EPCs are assigned a value and revenue is 
deferred as of December 31 each year until the unused, unexpired EPCs expire.  Deferred 
membership revenue included EPCs of $92,500 in 2022 and $1,249,000 in 2021.  

Supplemental Revenue— Supplemental revenue is composed of supplemental funding 
and other contract services and cost-reimbursable federal and state contracts and grants.  
Payment is received (1) in advance of costs being incurred and is recorded as deferred 
revenue or (2) after expenses are incurred.  

Supplemental funding and other contract services include one performance obligation 
related to the execution of the project identified in the contract and are recognized over 
time when costs are incurred up to the amount of funding agreements.  Revenue derived 
from cost-reimbursable federal and state contracts and grants are conditioned upon certain 
performance requirements and/or the incurrence of allowable qualifying expenses. 
Amounts received are recognized as revenue when the Institute has incurred expenditures 
in compliance with specific contract or grant provisions.  Revenues for cost-reimbursable 
federal and state contracts and grants, which are revenues other than revenues recognized 
from contracts with customers, for the year ended December 31, 2022 was $22,900,000 
and for the year ended December 31, 2021 was $28,358,000. 

Supplemental revenue included $4,117,000 in 2022 and $7,340,000 in 2021 of contractual 
revenue where funding had not yet been received, but related costs had been incurred on 
co-funding projects that are funded through agreements other than membership. 

Other Revenue—Other revenue includes royalty revenue and revenue from sales of EPRI 
reports. Royalty revenue and revenue from sales of EPRI reports is recognized at the point 
of sale. 

EPRI collaborates with the electricity sector and members include electric utility companies 
in the United States and more than 38 other countries. While most members are electric 
utilities, others are businesses, government agencies, regulators and public or private 
entities engaged in some aspect of the generation, delivery, or use of electricity. 

Receivables—EPRI maintains reserves for doubtful accounts and other collection issues 
for membership and supplemental funding on the basis of historical experience and an 
analysis of specific accounts. Such reserves amounted to $634,700 as of December 31, 
2022 and $200,000 as of December 31, 2021. 

Use of Estimates—The preparation of consolidated financial statements in conformity 
with U.S. GAAP requires management to make estimates and assumptions that affect the 
amounts reported in the consolidated financial statements and accompanying notes. Actual 
results could differ from those estimates. 
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Adoption of New Accounting Standards—In February 2016, the Financial Accounting 
Standards Board issued ASU No. 2016-02, Leases (Topic 842) which specifies the 
accounting for leases. The amendments in this Update create Topic 842, Leases, and 
supersede the leases requirements in Topic 840, Leases. The objective of Topic 842 is to 
establish the principles that lessees and lessors shall apply to report useful information to 
users of financial statements about the amount, timing, and uncertainty of cash flows 
arising from a lease. The amendments in this update are effective for fiscal years 
beginning after December 15, 2021 for nonpublic companies. The adoption of this new 
guidance resulted in an increase to both assets and liabilities in our Statement of Financial 
Position in the amount of $27,913,000 related to the establishment of operating lease 
right-of-use assets and corresponding operating lease liabilities. The adoption of this 
guidance did not have a material impact on EPRI’s Statement of Activities and Statement 
of Cash Flows. 

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments – Credit Losses 
(Topic 326), which provides a model, known as the current expected credit loss model, to 
estimate the expected lifetime credit loss on financial assets, including trade and other 
receivables, rather than incurred losses over the remaining life of most financial assets 
measured at amortized cost.  The guidance also requires use of an allowance to record 
estimated credit losses on available-for-sale debt securities.  The amendment is effective 
for fiscal years beginning after December 15, 2022.   EPRI is currently evaluating the 
impact of adopting the new standard on its consolidated financial statements and related 
disclosures. 
 
2. CASH AND CASH EQUIVALENTS AND INVESTMENTS 

The aggregate carrying amounts of cash and cash equivalents and investments as of 
December 31, 2022 and 2021, are as follows (dollars in thousands): 

2022 2021

Cash 35,259$   52,289$   
Cash equivalents 63,528    44,587    

           Cash and cash equivalents 98,787    96,876    

Short-term investments:
  Fixed-income securities 112,232   66,390    

           Total short-term investments 112,232   66,390    

Long-term investments:
  Fixed-income securities 114,690   179,251   
  Equity securities 4             4             

           Total long-term investments 114,694   179,255   

Total 325,713$ 342,521$  

 

EPRI’s financial assets available within one year of the balance sheet date for general 
expenditure are as follows (dollars in thousands). 
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Cash and cash equivalents 98,787$            
Receivables 65,617              
Short-term investments 112,232            

276,636$          

 

As part of EPRI’s liquidity management, it has a policy to maintain its financial assets to be 
available as its general expenditures, liabilities, and other obligations come due. In 
addition, EPRI invests cash in excess of daily requirements in short-term and long-term 
investments. The portfolio is structured so that the Institute’s near-term anticipated 
operating needs are met without having to liquidate securities before maturity. 

 

Fair Value Hierarchy—EPRI follows the guidance offered by Accounting Standards 
Codification ASC 820-10, Fair Value Measurement, to estimate the fair value of its 
investments. ASC 820-10 establishes a fair value hierarchy that requires an entity to 
maximize the use of observable inputs and minimize the use of unobservable inputs when 
measuring fair value. 

Level 1—Inputs are quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the reporting entity has the ability to access at the measurement date. An 
active market for the asset or liability is a market in which transactions for the asset or 
liability occur with sufficient frequency and volume to provide pricing information on an 
ongoing basis. A quoted price in an active market provides the most reliable evidence of 
fair value and shall be used to measure fair value whenever available. 

Level 2—Inputs other than quoted prices included within Level 1 that are observable for 
the asset or liability, either directly or indirectly. 

Level 3—Inputs are unobservable inputs for the assets or liabilities. Unobservable inputs 
shall be used to measure fair value to the extent that the observable inputs are not 
available. Unobservable inputs shall be developed based on the best information available 
in the circumstances, which might include the reporting entity’s own data. 

The valuation of the Institute’s investments per ASC 820-10 fair value hierarchy levels as 
of December 31, 2022 and 2021, are summarized as follows (dollars in thousands): 

 Fair Value at Reporting Date Using
Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable Net

Assets Inputs Inputs Asset
2022 (Level 1) (Level 2) (Level 3) Value Total

Cash equivalents - $                     60,723$     - $                2,805$    63,528$     

Fixed-income securities:
  Corporate debt securities -                       120,759     -                   -             120,759     
  Certificates of deposit -                       5,891         -                   -             5,891         
  Foreign debt securities -                       62,464       -                   -             62,464       
  U.S. government debt securities -                       37,808       -                   -             37,808       

       Total fixed-income securities -                       226,922     -                   -             226,922     

Equity securities 4                       -                -                   -             4               

Total 4$                     287,645$   - $                2,805$    290,454$    
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 Fair Value at Reporting Date Using
Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable Net

Assets Inputs Inputs Asset

2021 (Level 1) (Level 2) (Level 3) Value Total

Cash equivalents - $                     41,096$     - $                3,491$    44,587$     

Fixed-income securities:
  Corporate debt securities -                       129,076     -                   -             129,076     
  Certificates of deposit -                       27,929       -                   -             27,929       

  Foreign debt securities -                       77,199       -                   -             77,199       
  U.S. government debt securities -                       11,439       -                   -             11,439       

       Total fixed-income securities -                       245,642     -                   -             245,642     

Equity securities 4                       -                -                   -             4               

Total 4$                     286,738$   - $                3,491$    290,233$    

Cash Equivalents—Cash equivalents includes commercial paper securities, U.S. Treasury 
notes and money market funds.  Money market funds are valued at net asset value. These 
funds seek to provide current income and daily liquidity while maintaining a stable share 
price of $1. These funds invest primarily in U.S. Treasuries, government agency 
debentures, and government collateralized repurchase agreements. The net asset value 
approximates the fair value of the underlying securities. 

Corporate and Foreign Debt Securities—Corporate debt securities consist of domestic 
corporate bonds. Foreign debt securities consist of foreign corporate bonds. All corporate 
and foreign debt securities are listed on major public exchanges; however, the majority of 
trading volume is through dealer-based, over-the-counter markets. 

Certificates of Deposit—Certificates of deposits bear a maturity date and a fixed interest 
rate. They are generally issued by commercial banks and are insured by the Federal 
Deposit Insurance Corporation (FDIC) up to $250,000 per issuing institution. 

U.S. Government Debt Securities—U.S. government debt securities (principally U.S. 
Treasury notes) and municipal debt securities (local government securities) are traded 
primarily through dealer-based, over-the-counter markets. 

Equity Securities—Equity securities represent common stock in a corporation. 
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3. PROPERTY, FACILITIES, BUILDING IMPROVEMENTS, AND EQUIPMENT 

Property, facilities, building improvements, and equipment as of December 31, 2022 and 
2021, were as follows (dollars in thousands): 

2022 2021

Building and leasehold improvements 59,450$    52,667$   
Equipment and leasehold improvements 53,503      52,704    
Software and computer equipment 38,803      38,442    

           Total properties, facilities, building
             improvements, and equipment 151,756    143,814   

Less accumulated depreciation and amortization (102,756)   (94,997)   

Property, facilities, building improvements,
  and equipment—net 49,000$    48,817$    

In September 2019, EPRI sold its leasehold interest and four buildings in Palo Alto, 
California and leased back a portion of the space.  A portion of the net gain on the sale was 
deferred and will be amortized over the related lease periods.  The deferred gain on the 
sale for the years ended December 31, 2022 and 2021, was $5,483,000 and $6,580,000 
respectively. The income recognized on the gain on the sale for the years ended December 
31, 2022 and 2021, was $1,097,000 and $1,097,000 respectively.    

The depreciation and amortization expense for the years ended December 31, 2022 and 
2021, was $10,505,000 and $10,057,000, respectively. 

4. ACCRUED LIABILITIES 

Accrued liabilities as of December 31, 2022 and 2021, were as follows (dollars 
in thousands): 

2022 2021

Accrued compensation 38,573$ 30,848$ 
Accrued vacation 0           7,877    
Other 5,649    4,855    

Total accrued liabilities 44,222$ 43,580$  

Effective October 1, 2022, EPRI implemented a Flexible Time Off policy under which 
benefits eligible employees do not accrue, vest in, or carry over paid vacation time.  The 
accrued vacation benefit was discontinued and employees were compensated for accrued 
vacation balances as of September 30, 2022. 

5. NET ASSETS WITHOUT DONOR RESTRICTIONS 

EPRI’s net assets as of December 31, 2022 and 2021, and all activities for the years then 
ended were unrestricted. Net assets without donor restrictions may be designated for 
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specific purposes by action of the board of directors. As of December 31, 2022, and 2021 
no net assets were so designated by the board of directors. 

6. BENEFIT PLANS 

EPRI has a defined contribution pension plan for its employees. EPRI contributes a fixed 
percentage of eligible wages to the employee’s 401(k) account.  An employee contribution 
is not required for participation in these benefits. It is EPRI’s policy to fund pension costs 
as earned by employees. The pension expense was $18,029,000 for 2022 and 
$15,644,000 for 2021. 

EPRI provides an unfunded postretirement health care benefit plan to employees meeting 
certain requirements. Prior to January 1, 2007, all employees who retired on or after 
age 55 with a minimum of five years of service and whose aggregate years of service, plus 
age totaled 70 years or more were covered by the plan. Effective January 1, 2007, 
employees are eligible only if the sum of their age plus years of service equaled or 
exceeded 50 years as of December 31, 2006 and, if upon their retirement from EPRI, they 
have completed a minimum of five years of service, are at least age 55, and their 
aggregate age plus years of service totaled 70 years or more. Spouses of eligible 
participants are also covered. No employee hired or rehired on or after January 1, 2007, is 
eligible for the benefit. In 2013, the plan was amended to require eligible participants to 
retire prior to July 1, 2014, in order to receive the benefit. Any participants who did not 
retire as of July 1, 2014, are no longer eligible for the benefit. Each nonofficer participant 
and spouse receives up to $75 monthly for medical insurance premium reimbursement. 
Officers who attained officer status before January 1, 2007, are required to pay 20% of the 
actual premium cost of the medical plan of their choice. EPRI pays the remaining 80% of 
the premium cost.  

The 2022 expense was determined using the discount rate of 2.27%. The 2021 expense 
was determined using the discount rate of 1.72%. 

For officers, health care cost trends used in determining the accumulated postretirement 
benefit obligation and costs are assumed to increase by 7.4% for 2023 and then remain at 
approximately 5.5% to 6.8% increases per year through 2027. For 2022, health care costs 
were assumed to increase by 6.5% and then remain at approximately 5.4% to 6% 
increases per year through 2026. 

The discount rate used in determining the accumulated postretirement benefit obligation 
was 4.79% in 2022 and 2.27% in 2021. EPRI recognizes a net liability based on the funded 
status of its other postretirement benefit plan in its statements of financial position. The 
benefit obligation is measured by year as follows (dollars in thousands). 
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2022 2021

Change in benefit obligation:
  Benefit obligation at end of prior year 7,438$  9,119$  
  Service cost 1          7          
  Interest cost 160       150       
  Actuarial (gain) loss (1,069)  (1,326)  
  Benefits paid (494)     (512)     

           Benefits obligation at end of year 6,036    7,438    

Change in plan assets:
  Employer contributions 494       512       
  Benefits paid (494)     (512)     

Unfunded status at end of year 6,036$  7,438$  

Amounts recognized in consolidated
  statements of financial position:
  Current liabilities 746$     750$     
  Noncurrent liabilities 5,290    6,688    

Total amounts recognized in consolidated
  statements of financial position 6,036$  7,438$  

Net periodic benefit costs:
  Service cost 1$        7$        
  Interest cost 160       150       
  Amortization of prior service cost (173)     (173)     
  Amortization of net (gain) loss 0          44        

Net periodic benefit cost (12)$     27$       

 

Expected benefit payments to retirees under the postretirement plan, over the next 
10 years are summarized below (dollars in thousands): 

Years Ending
December 31 Amount

2023 764$    
2024 757     
2025 704     
2026 686     
2027 648     
2028-2032 2,311   

Total 5,870$  

7. COMMITMENTS AND CONTINGENCIES 

Letters of Credit - EPRI has one deposit account for two cash-secured letters of credit 
(LOC) in the amount of $240,000. One LOC in the amount of $164,000, which was 
renewed on February 3, 2023, is mandated by the state of California and is required for 
EPRI’s disability program. The second LOC in the amount of $76,000, which expired on 
March 17, 2022 was a performance guarantee to meet a contractual requirement.  There 
were no balances outstanding under the letters of credit at either December 31, 2022 or 
2021. 
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Leases - EPRI has entered into operating leases for research, office, and storage facilities 
and for equipment.  In 2019, EPRI sold its leasehold interest related to the property in Palo 
Alto, California and entered into a lease for a portion of the space.  The lease expires as of 
December 31, 2027.  Rental expense under these leases was $5,603,000 and $5,972,000 
in 2022 and 2021, respectively. The terms included in certain of these leases provide that 
EPRI is responsible for property taxes, insurance and maintenance expenses. These costs 
are included in the cost of operations in the statement of activities.  The lease agreements 
may include options to extend the lease following the initial lease term. 

EPRI leases certain buildings under a long-term noncancelable operating lease. The lease 
agreements may include options to extend the lease following the initial lease term. 

Leases with an initial term of twelve months or less are not recorded on the balance sheet.  
EPRI recognizes lease expense for these leases on a straight-line basis over the lease of 
the term. 

EPRI adopted ASU No. 2016-02, Leases (Topic 842) effective January 1, 2022.  As allowed 
under ASU 2018-11 (the Comparatives Under 840 Option), EPRI elected not to 
retrospectively restate comparative periods. EPRI elected a use of the risk free interest 
rate as a practical expedient to determine the present value of the lease payments.  

Operating lease information as of December 31, 2022 was as follows (dollars in 
thousands): 

2022

ROU assets - operating lease, net 26,188$          

Short term lease liability - operating lease 4,957               
Long term lease liability - operating lease 22,956             
Total lease liability 27,913$          

Cash paid for operating lease 5,250$             
Remaining lease term 65.18 months
Discount rate 1.48%
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Future minimum noncancelable operating lease commitments with initial terms of one year 
or more as of December 31, 2022, are as follows (dollars in thousands): 

Years Ending Total
December 31 Amount

2023 5,337$    
2024 5,456      
2025 5,563      
2026 5,502      
2027 5,248      
Thereafter 2,354      
Total lease payments 29,460$  
Less imputed interest (1,547)    
Total lease liability - operating leases 27,913$  

 

Other Commitments and Contingencies - As a matter of business practice, EPRI 
extends indemnification to its members, funders, and collaborators for certain contractual 
risks; furthermore, EPRI is required to provide certain indemnifications arising through 
EPRI’s government contracts. In addition, through its bylaws and/or by operation of law, 
EPRI may owe indemnification in certain matters to members of its board of directors, 
officers, and employees. 

Annually, EPRI authorizes the maximum amounts that may be expended on research 
projects. EPRI negotiates research contracts on those projects with companies and 
organizations that result in a contractual commitment for a given year. Such commitments 
cannot exceed the cumulative authorization without amending the original agreement. As 
of December 31, 2022, EPRI had commitments with contractors to reimburse their future 
research costs in the amount of approximately $48,338,000. Generally, EPRI has the right 
to cancel research and development contract commitments at 30 days’ notice, subject to 
the payment of certain termination costs. 

Certain research contracts are funded from federal government sources. Amounts received 
from these contracts are subject to audit by the awarding agencies. To date, no significant 
cost disallowances have resulted from such audits. 

Actions arising from the normal course of business are pending against the Institute. While 
the outcome of these matters is not presently determinable, in the opinion of 
management, these matters are not expected to have a material effect on the consolidated 
financial position or results of operations of the Institute and, accordingly, no provision has 
been made in the consolidated financial statements. 

8. RELATED-PARTY TRANSACTIONS 

During 2022, 31 of the 37 seats on EPRI’s board of directors were filled by individuals who 
were affiliated with companies that are members of EPRI. In addition to membership 
funding, these member companies may also have provided supplemental funding to EPRI 
for certain research projects. Those member companies with representation on the board 
of directors during 2022 and 2021 provided approximately 46% and 49% of membership 
funding, respectively. 



- 17 - 
 

9. EXPENSES 

The table below presents expenses by both their nature and their function as of 
December 31, 2022 and 2021 (dollars in thousands). 

Supporting 
Activities

2022

Electrification 
and 

Sustainable 
Energy

Generation Nuclear 
Integrated Grid 

and Energy 
Systems

Transmission 
and 

Distribution 
Infrastructure

Low Carbon 
Resources 
Initiative

Climate 
READi

Technology 
Innovation 
Activities

Programs 
Subtotal

Management 
and General

Total Expenses

Salaries and benefits $13,588 $20,550 $43,478 $23,153 $18,471 $4,985 $911 $7,747 $132,883 $83,648 $216,531

Services and professional fees 7,887            29,757       58,862     7,564            8,843            10,659        135            8,624        132,331        10,238          $142,569

Travel and meetings 3,650            3,821         9,083      1,885            1,555            418            92              795          21,299          5,306            $26,605

Supplies and office expenses 2,016            2,390         6,535      1,322            5,385            258                              -  1,088        18,994          25,011          $44,005
Allocated management and 
general expense

15,185          25,096       54,869     23,036          20,109          6,307          865            9,649        155,116        (134,388)       $20,728

Depreciation and amortization                          8                                     229              83                                                        -                      320               10,185          $10,505

Total expenses $42,326 $81,622 $172,827 $57,189 $54,446 $22,627 $2,003 $27,903 $460,943 $0 $460,943
Supporting 
Activities

2021

Electrification 
and 

Sustainable 
Energy

Generation Nuclear 
Integrated Grid 

and Energy 
Systems

Transmission 
and 

Distribution 
Infrastructure

Low Carbon 
Resources 
Initiative

Technology 
Innovation 
Activities

Programs 
Subtotal

Management 
and General

Total Expenses

Salaries and benefits $11,860 $17,167 $41,573 $21,387 $17,392 $3,958 $7,166 $120,502 $65,686 $186,189

Services and professional fees 7,367            24,556       64,476     9,601            10,702          5,715          9,983         132,399    9,977            $142,376

Travel and meetings 1,064            837           2,345      561              629               177            253            5,866        1,930            $7,796

Supplies and office expenses 1,460            2,602         5,732      1,269            4,229            81              1,543         16,915      21,092          $38,007
Allocated management and 
general expense

11,718          18,520       46,986     19,829          17,129          4,008          8,767         126,957    (108,663)       $18,294

Depreciation and amortization 11                8                                     30                32                                                            80            9,977            $10,057

Total expenses $33,479 $63,689 $161,112 $52,677 $50,113 $13,938 $27,712 $402,719 $0 $402,719

Program Activities 

Program Activities 

Management and general expense is allocated to program activities based upon actual 
expenses incurred by the programs.   

10. SUBSEQUENT EVENT 

Subsequent events were evaluated through April 17, 2023, the date when the consolidated 
financial statements were available to be issued. In February 2023, the Institute’s 
management became aware that certain EPRI products subject to the U.S. Department of 
Energy (“DOE”) nuclear export control regulations at 10 C.F.R. Part 810 (“Part 810”) were 
misclassified allowing them to be accessible by EPRI members and funders who were not 
authorized to do so under Part 810.  Management has begun an internal investigation into 
the matter and submitted an initial voluntary self-disclosure (“VSD”) to the DOE on March 
22, 2023, with a final self-disclosure report to follow 45 days later.  The maximum penalty 
per violation of Part 810 is $120,816 with only those violations occurring after February 13, 
2023 (the effective date for Part 810 civil penalties) being potentially subject to such civil 
penalties.  Based upon the current status of the investigation all but four of the violations 
occurred prior to February 13, 2023.  The DOE will ultimately determine whether any 
penalties are applicable; along with financial penalties, these violations could lead the DOE 
to revoke or decide not to renew EPRI’s licenses which allow for membership and funding 
of EPRI’s nuclear portfolio by certain foreign companies.  Management cannot predict the 
ultimate outcome of this matter.  However, based on information currently available, 
Management does not expect the violations to have a material impact on the Institute’s 
financial position, results of operations and cash flows. 

* * * * * *  
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER  
   FINANCIAL REPORTING AND COMPLIANCE AND OTHER MATTERS BASED ON      
   AN AUDIT OF CONSOLIDATED FINANCIAL STATEMENTS PERFORMED IN  
   ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
To the Board of Directors of 
Electric Power Research Institute, Inc. 
Palo Alto, California 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the consolidated financial statements of Electric Power Research Institute, Inc. and its 
subsidiaries (the “Institute” or EPRI), which comprised the consolidated statement of financial position as December 
31, 2022, and the related consolidated statements of activities and changes in net assets and cash flows for the year 
then ended, and the related notes to the financial statements, and have issued our report thereon dated April 17, 
2023. 
 
Report on Internal Control Over Financial Reporting  
 
In planning and performing our audit of the consolidated financial statements, we considered the Institute’s internal 
control over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the consolidated financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Institute’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of the Institute’s internal control. 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. However, material weaknesses or significant deficiencies may exist that were 
not identified. 
 
 
Report on Compliance and Other Matters   
 
As part of obtaining reasonable assurance about whether the Institute’s consolidated financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial 
statements. However, providing an opinion on compliance with those provisions was not an objective of our audit, 
and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 

Deloitte & Touche LLP 
650 South Tryon Street 
Suite 1800 
Charlotte, NC 28202 
USA 

Tel:   +1 704 887 1500 
www.deloitte.com 
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Purpose of This Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.  
 

 
 
 April 17, 2023  
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR THE MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL 
CONTROL OVER COMPLIANCE 
 
To the Board of Directors of 
Electric Power Research Institute, Inc. 
Palo Alto, California  
 
Report on Compliance for the Major Federal Program  
 
Opinion on the Major Federal Program 
 
We have audited Electric Power Research Institute, Inc.’s (the “Institute” or EPRI) compliance with the types of 
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct and 
material effect on the Institute’s major federal program for the year ended December 31, 2022. The Institute’s major 
federal program is identified in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs. 
In our opinion, the Institute complied, in all material respects, with the compliance requirements referred to above that 
could have a direct and material effect on its major federal program for the year ended December 31, 2022. 
 
Basis for Opinion on the Institute’s Major Federal Program 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America (GAAS); the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States (Government Auditing Standards); and the audit requirements of Title 2 
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are 
further described in the Auditor’s Responsibilities for the Audit of Compliance section of our report. 
We are required to be independent of the Institute and to meet our other ethical responsibilities, in accordance with 
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 opinion on compliance for each major federal program. Our audit does not provide 
a legal determination of Institutes’ compliance with the compliance requirements referred to above. 
 
Responsibilities of Management for Compliance 
 
Management is responsible for compliance with the requirements referred to above and for the design, implementation, 
and maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules 
and provisions of contracts or grant agreements applicable to the Institute’s federal program. 
 
Auditor’s Responsibilities for the Audit of Compliance  
 
Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance 
requirements referred to above occurred, whether due to fraud or error, and express an opinion on the Institute’s 
compliance based on our audit. 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 GAAS, Government Auditing Standards, and the 
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting material 
noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, 

Deloitte & Touche LLP 
650 South Tryon Street 
Suite 1800 
Charlotte, NC 28202 
USA 

Tel:   +1 704 887 1500 
www.deloitte.com 
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intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance 
requirements referred to above is considered material, if there is a substantial likelihood that, individually or in the 
aggregate, it would influence the judgment made by a reasonable user of the report on compliance about Institutes’ 
compliance with the requirements of each major federal program as a whole. 
In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we 
 

• exercise professional judgment and maintain professional skepticism throughout the audit. 

• identify and assess the risks of material noncompliance, 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 Institute’s compliance with the compliance requirements referred to above and performing such 
other procedures as we considered necessary in the circumstances. 

• obtain an understanding of the Institute’s internal control over compliance relevant to the audit in order to 
design audit procedures that are appropriate in the circumstances and to test and report on internal control 
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on 
the effectiveness of the Institute’s internal control over compliance. Accordingly, no such opinion is expressed. 

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over 
compliance that we identified during the audit. 
 
Report on Internal Control Over Compliance 
 
A deficiency in internal control over compliance exists when the design or operation of a control over compliance does 
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect 
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material 
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant 
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with governance. 
Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s 
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies in internal control over 
compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. However, material weaknesses or significant 
deficiencies in internal control over compliance may exist that were not identified. 
Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, no such opinion is expressed. 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal 
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly, 
this report is not suitable for any other purpose.  
 

 
 
April 17, 2023 
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ELECTRIC POWER RESEARCH INSTITUTE, INC. 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2022 

1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

The accompanying schedule of expenditures of federal awards (the “Schedule”) has been 
prepared from Electric Power Research Institute Inc.’s, (the “Institute” or EPRI) accounting 
records and is presented on the accrual basis of accounting in accordance with the 
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform 
Guidance”). The purpose of the Schedule is to present a summary of those activities of 
EPRI for the year ended December 31, 2022 which have been partially financed by the U.S. 
government (federal awards). For purposes of the Schedule, federal awards include all 
assistance entered into directly between EPRI and the federal government and between 
EPRI and other primary recipients of federal government funding (pass-through).  Amounts 
Passed-Through to Subrecipients are included in Total Federal Expenditures. In addition to 
Total Federal Expenditures, EPRI reported $5,932,853 in cost share spending on these 
federal awards during the year ended December 31, 2022. Because the Schedule presents 
only a selected portion of the activities of the Institute, it is not intended to, and does not, 
present either the consolidated financial position, changes in net assets, or cash flows of 
the Institute. 

2. DE MINIMIS COST RATE 

The Institute has not elected to use the 10% de minimis cost rate as covered in 
§200.414(f) Indirect (F&A) costs of the Uniform Guidance. 

3. NONCASH FEDERAL AWARDS 

During the year ended December 31, 2022, the Institute did not receive any federal 
nonmonetary assistance. 
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ELECTRIC POWER RESEARCH INSTITUTE, INC. 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED DECEMBER 31, 2022 

SECTION I—SUMMARY OF AUDITOR’S RESULTS 

Financial Statements 

Type of report the auditor issued on whether the financial statements audited were prepared in 
accordance with GAAP: Unmodified 

Internal control over financial reporting: 

• Material weakness(es) identified?    yes  X  no 

• Significant deficiency(ies) identified?    yes  X  none reported 

Noncompliance material to financial statements noted?     yes  X  no 

Federal Awards 

Internal control over major federal programs: 

• Material weakness(es) identified?    yes  X  no 

• Significant deficiency(ies) identified?    yes  X  none reported 

Type of auditor’s report issued on compliance for  
major federal program: Unmodified 

Any audit findings disclosed that are required to be  
reported in accordance with 2 CFR 200.516(a)?    yes  X  no 

Identification of major federal program: 

Assistance Listings Number(s): Various 

Name of Federal Program or Cluster: Research and Development Cluster 

Dollar threshold used to distinguish between  
Type A and Type B programs: $783,703 

Auditee qualified as low-risk auditee?   X  yes    no 

SECTION II—FINANCIAL STATEMENT FINDINGS 

No matters are reportable. 

SECTION III—FEDERAL AWARD FINDINGS AND QUESTIONED COST 

No matters are reportable. 
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