
American Brain Foundation Board of Directors  

Meeting Materials Table of Contents 

 

ITEM            PAGE 

Agenda           2 
      

March 18, 2016 Meeting Minutes        4 
        

Strategic Implementation Plan Documents        

 Draft Vision, Mission, Goals & Strategies     8  
 Strategic Narrative         10  
 Report from the Research Advisory Committee     14 
 Philanthropic Assessment Report (Carter)     16 
 Strategic Evaluation (Henrichs & Associates)     55 
 2016 ABF Priorities Survey Report (AAN membership survey)  62 
 Framework for ABF Strategic Implementation Planning   83 

 

Executive Director Report         89 

 

Financial Report          93 

 

Audit Report           99 

 

Governance Committee Decision Memo       127 

 

Term and Composition Policy        129 

 

1



 

 
 
 
 
 
 
 
 
 
 

 

Board of Directors 
April 17, 2016 

9:30 a.m. EST/10:30 a.m. CST/11:30 a.m. MST/12:30 p.m. PST 
 

Call-in number: 866-740-1260 
Access code: 9286317 

Members 

 

Kevin Goodno, JD, Chair; Terrence Cascino, MD; Robert Griggs, 
MD; Ralph Józefowicz, MD; John Mazziotta, MD; Jane Ransom; 
Jeffrey Rosenfeld, MD; Catherine Rydell, CAE; Martin Shenkman, 
CPA; Lisa Shulman, MD; Joseph Sirven, MD; A. Gordon Smith, 
MD; Thomas Swift, MD; Ben Utecht 

Staff 

 

Catherine Elliott; Timothy Engel; John Hutchins, JD; Lauren Ross; Suzi 
Sherman; Marlys Weyandt 

Guests 

 

Richard Essey; Ralph Sacco, MD; ABF consultants: Lela Diaz; Bob Carter; 
Kathleen Henrichs; Gail Thomason; Linda Hall 

 
 

AGENDA ITEM      *Signifies Board action needed 
 

PRESENTED BY 

12:30 
p.m. PST 

 

American Brain Foundation Board of Directors Meeting Call to 
Order 
 

 

Kevin Goodno, Chair 

 
 

Board Chair Report 

 Review meeting agenda 
 Introductions 
 Approve minutes from March 18, 2016 meeting 

 Call for Disclosure of Conflict of Interest related to any 
agenda items 

 

 
 

Kevin Goodno 

12:45 
p.m.  

 

ABF’s Emerging Strategic Plan 

   ABF’s Emerging Strategic Implementation Plan 
 Top level goals & strategies with supporting 

evidence 
   Board will be asked for input and approval to move 

forward* 

Lisa Shulman, MD and Jane 
Ransom 

2:00 p.m.  

 

ABF’s Emerging Strategic Plan 

 Collaboration and partnership with AAN 
Kevin Goodno 

2:45 p.m. 
Executive Director Report 

 Update on ABF operations 
Jane Ransom 

3:00 p.m. 
Financial Report 

 Financial Statements 

Ralph Józefowicz, MD and 
Timothy Engel, CFO 
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3:15 
p.m. 

Audit Report 

 FY 2015 Audit 

Ralph Józefowicz, MD and 
Timothy Engel, CFO 

3:30 
p.m.  

Committee Reports 

 Executive Committee 
 Governance Committee 

o Policy on Officer and Board member terms* 
 Research Advisory Committee 

Committee Chairs 

4:00 
p.m. 

Adjourn Kevin Goodno 
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1 American Brain Foundation 
2 Board of Directors Meeting 
3 Friday, March 18, 2016 
4 Held via Teleconference 
5  
6 Call to order: Friday, March 18, 2016 at 9:03 a.m. (Central) by Kevin  
7 Goodno, Chair. A quorum was present.  
8  
9 In attendance: Kevin P. Goodno, Chair; Robert C. Griggs, MD; Ralph 
10 Józefowicz, MD; Jane Ransom; Jeffrey Rosenfeld, MD; 
11 Catherine Rydell, CAE; Martin Shenkman, CPA; Lisa M.  
12 Shulman, MD; Thomas R. Swift, MD; Ben Utecht 
13  
14 Staff: John Hutchins, JD, General Counsel; Timothy Engel, CPA, CFO; Suzi  
15 Sherman 
16  
17 Excused: Terrence L. Cascino, MD, FAAN; John C. Mazziotta, MD, PhD, FAAN; 
18 Joseph Sirven, MD, FAAN; A. Gordon Smith, MD FAAN; Lauren Ross; 
19 Marlys Weyandt 
20  
21 Guests: Lisa DeAngelis; Kris Fridgen; Christine Phelps 
22  
23 1. Board Chair Report: Mr. Goodno welcomed everyone and discussed the  
24 agenda for the meeting.  
25  
26 Minutes: Minutes from February 18, 2016 were reviewed.  
27 MOTION to approve the ABF Board minutes from February 18, 2016.  
28 Approved (unanimous). 
29  
30 Mr. Goodno asked if there were any conflicts of interest and none were indicated. 
31  
32 2. AAN Research Career Development Plan: The purpose of this update is to  
33 share information across organizations so the ABF can take the AAN’s programs 
34 into account as we develop our own strategic plan. The ABF Board is not being 
35 asked to weigh in on the AAN’s program plan.  
36  
37 Dr. DeAngelis presented the plan to the ABF Board and started by providing  
38 background information to how the Science Committee got to this point – see  
39 slides 6-8 of powerpoint.  
40  
41 As seen on slide 9, there is a significant gap between the number of applicants  
42 and the number of fellowships awarded each year. Science Committee would like 
43 to try and meet the demand.  
44  
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1 For the coming year, the committee is proposing to have the AANI expand its  
2 support of research. Recommending to change the names from “Fellowship” 
3 to “Scholarship” and also add two new awards: Neurology Research Training 
4 Scholars (NRTS) and Career Development Award (CDA) for Junior Faculty.  
5  
6 Slide 11 provides a breakdown of funded awards over the next 2 years by  
7 funding source. 
8  
9 Proposed awards would be for physician investigators only, not for PhD  
10 neuroscientists. Envision the CRTS (formerly CRTF) program would stay the  
11 same, which at this point supports some aspects of translational research. The  
12 NRTS or CDA would support translational work, but could require laboratory work  
13 as well. The RFA’s are still being developed but envision them being open to 
14 any topic/discipline.  
15  
16 By 2018, it will take an increase from $500,000 (now) to about $1.8M for this  
17 program, so increment of $1.3M. CDA is a much larger award, it’s a 3 year award  
18 at $150,000/year. Awardees will not be allowed to hold a CDA and K award  
19 simultaneously. Goal is to grow into what the CRTS (formerly CRTF) program is  
20 today. 
21  
22 The ABF and AANI will continue to collaborate on funding for this program. There 
23 will not be competition between the organizations for funding.  
24  
25 3. Executive Director Report: Ms. Ransom requested the Board’s vote to approve 
26 a revised spending policy that was created to provide an easy understanding of 
27 how donor’s dollars will be used. New policy states: 
28  
29 The ABF will spend a minimum of 5% of the average annual fair market value of 
30 each endowment fund, for the prior 12 quarters. Spending available for each fund 
31 will be used to cover grant distributions and ABF’s administrative fee of no more 
32 than 1% of the principal.  
33  
34 MOTION to approve the revised spending policy. Approved (unanimous). 

35  
36 Annual Meeting: Ms. Ransom provided an overview of all of the ABF’s activities 
37 taking place during the Annual Meeting and invites board members to join her at  
38 any of the events.  
39  
40 She also encourages board members to invite new guests to the Commitment to  
41 Cures event to increase awareness about the ABF.  
42  
43 Fund Development: The ABF is in the process of joining multiple workplace  
44 giving campaigns, over 300 private, corporate, state, and federal campaigns.  
45  
46 Still evaluating whether or not to repeat the Standing Strong event this fall.  
47  
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1 4. Committee Reports: 
2  Executive Committee: Mr. Goodno reported that the committee is  
3 developing an incentive plan for ABF staff that will be presented to the 
4 board at a future meeting. 
5  
6  Governance Committee: Mr. Goodno reported that the committee will  
7 present a policy that clarifies the board member term limit outlined in the  
8 bylaws and a proposal to align the expiration of terms at the next Board  
9 meeting. 
10  
11  Strategic Planning Committee: Dr. Shulman reported that the committee 
12 will be meeting in person on March 25 in Minneapolis with the goal to  
13 integrate the reports on the philanthropic assessment, business model  
14 assessment, and program funding report. Hope to have a draft of a strategic  
15 plan that will be presented to the board on April 17, 2016 in Vancouver.  
16  
17  Research Advisory Committee: Dr. Griggs reported that the committee will 
18 be meeting in person on April 16, 2016 in Vancouver and will discuss the  
19 Science Committee’s report.  
20  
21 Reminded that the Board’s fiduciary responsibility is to track how much is being  
22 spent on programming vs. administration. Mr. Engel will provide this information  
23 compared to prior year and what was projected in the budget on a rolling basis.  
24  
25 For 2016, the estimated projections are 70-75% are related to programming  
26 expenses and 25-30% are related to administrative expenses.  
27  
28  
29 Meeting adjourned at 9:57 a.m. CST. 
30  
31  
32  
33  
34  
35  
36  
37  
38  
39  
40  
41  
42  
43  
44  
45  
46  
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TO:   ABF Board of Directors 

FROM:  Jane Ransom 

DATE:  April 17, 2016 

SUBJECT:   Executive Director’s Report 

 
CURRENT OPERATIONS 

 
1. Finance. In the first two months of 2016 the ABF is trending under budget in both 

expense and revenue. This is not surprising considering that our major fundraising 
activities for the year are only beginning to unfold now in Vancouver.  

On April 7th the AANI approved a two-part financial request submitted by the ABF 
with the assistance and support of the Executive Staff of the Academy.  

 
 Part one was a request for $1.1 million toward ABF operations in 2016.  

This request aligns with the AANI’s prior decision to invest $4.8 million in ABF 
operations over 5 years toward the transformation of the Foundation. Thanks to 
the AANI’s granting of this request, the $1.1 million can be applied to ABF 
operations for the 2nd of that 5 year period. 
 

 Part two was our request that the ABF’s $650,000 surplus from 2015 be placed 
in a restricted fund toward the programmatic costs of implementing the ABF’s 
new strategic plan. We explained that the ABF did not use all of the funds 
granted to us in 2015 because we were not prepared to make the most prudent 
and strategic decisions about the use of the money without first doing our 
homework per the recommendations of the Alford consulting group. The Alford 
Group specifically recommended doing further strategic planning, including a 
philanthropic assessment. We did not want to use AANI money unwisely without 
a strategic business plan to guide spending. When we discuss our emerging 
strategic plan at today’s meeting the financial needs required to begin executing 
the plan will emerge as well. So it is great news that the AANI granted this part of 
our request in addition to part one. 

 

2. Fund Development. Most of our fund development efforts are currently focused 
upon the annual meeting we are now attending. I’d like to thank Lauren Ross, Suzi 
Sherman and Marlys Weyandt for the great effort they have put into ABF fundraising 
at the annual meeting: 
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 ABF booth in convention center throughout the week 

 ABF booth at Brain Health Fair (April 15) 

 Commitment to Cures, ABF fundraising event (April 16, ) 
o 5-6 pm VIP reception with Susan Williams 
o 5:30-8:30 p.m. main reception and program, main speaker is Susan Williams 

who is receiving an award 
 Presidential Plenary (April 17, 9:00 a.m.-12:00 noon) 

o ABF board officer will present an award to Susan Williams  
o The ABF will ask plenary participants to pledge a contribution to the ABF 

using an electronic pledge form on the AAN app.  
 Awards Luncheon (April 19) 

o Dr. Mazziotta will present the ABF Public Leadership in Neurology Award for 
Bob Woodruff to his wife Lee Woodruff.  
 

Post annual meeting, we will turn to direct mail appeals, producing the 2015 annual 
report, the fall Standing Strong fundraising event, and major giving. In addition, we’ll 
be carefully reviewing the Carter philanthropic assessment and how to move as 
quickly as possible to get on track with the challenging recommendations in that 
report. 
 
I am happy to report that the ABF and AANI are moving toward an agreement 
whereby the ABF will be the primary fundraiser of Clinical Research Training 
Fellowship money. Confusion and tension about who is doing what with the 
fellowships will dissipate when we become aligned around this important program 
with defined responsibilities wherein the ABF raises charitable dollars and the AANI 
administers it. This does not signal abandonment of “closer to the cure” research 
funding by the ABF. On the contrary, it solidifies a foundation on which we can build 
so that we can raise and invest more in higher risk research. 
 

3. Human Resources. You probably noted that the Carter report recommends a 
doubling of our fundraising staff, starting with the hire of a Chief of External Affairs 
with responsibility for marketing and fund development. Post-Vancouver I will begin 
working with AAN H.R. staff on preparing to fill that position.  
 

4. Marketing & Website. If the Board is in agreement with today’s recommendations, 
we will similarly begin positioning the ABF for investments in marketing, including a 
new website which pilots a virtual brain research fundraising platform.  

 

STRATEGIC IMPLEMENATION PLANNING 

Along with your board materials, you are receiving a large packet documenting our 
findings in the strategic implementation planning process. Yes, there is an executive 
summary, but I urge you to look at the reports of the Research Advisory Committee and 
consultants as these findings and recommendations stand behind the goals and 
strategies brought to you for today’s meeting by the Strategic Planning Committee. 

Implicit in the goals and strategies you are considering today, is the need to review our 
relationship with the AAN and to determine what it needs to consist of in the future for 
the ABF project to meet with success. I will talk further about this at the board meeting 
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and look forward to a May meeting with the leadership of the ABF and AAN boards to 
create the alignment, transparency and collaboration needed for success. 

I am very excited to be bringing these recommendations and hopeful about the future of 
the ABF. As I have indicated above, if the Board approves the goals and strategies, 
much post-Vancouver staff time will be spent creating a supporting budget and 
positioning ourselves to begin executing the plan as soon as possible. I envision final 
adoption of the ABF strategic implementation plan to occur at the June 23-24 meeting of 
our board. 
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Fundraising Report 

 
*1/1/15-3/31/15     **1/1/16-3/31/16 

Cash/Pledge: Displays all cash gifts and pledges received during the 2015 and 2016 periods 
outlined above, all payments made on pledges were excluded.  

Cash/Pay-Cash: Displays all cash gifts received during the 2015 and 2016 periods outlined 
above, including all payments made on pledges. 

 
1High variance between 2015 and 2016 attributed to payment of the 2015 Q4 AANI match ($198,767) 

processed in February 2016. 
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Date:  April 11, 2016 

 

To:  Members of the Board of Directors 

 

From:  Timothy Engel, CPA, Chief Financial Officer 

  Catherine Elliott, Finance Business Manager 

   

CC:  Jane Ransom, Executive Director 

 

 

Subject: February 2016 YTD Financial Results 

 

The enclosed materials present the financial performance of the American Brain Foundation for 

the two months ending February 29, 2016. 

 

Statement of Operations 

ABF realized $59K in revenue as of February 2016.  This is 2% of budgeted revenue. Long-term 

investment earnings realized a loss (non-operating revenue) for first two months of 2016. 

However, preliminary result for  March 2016 is showing an increase of $265K so the first quarter 

of 2016 net would be $37K.  

 

 

 

2016 

  Actual Budget Variance 2015 

     

Operating Revenue  $59   $3,157   $(2,816)  $3,341  

Expenditures  (210)  (3,255)  2,787   (3,289) 

Net (decrease) from operations  (151)  (98)  (30)  52  

Investment earnings(loss)  (227)        (34) 

     

Net increase(decrease) 

 

$(378)  $(98)  $(30)  $18  
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Revenue  

 

 

The AANI Board approved a 2016 general operating grant of $1,100,000 for the ABF in April 

and revenue will be recognized in April. The 2015 general operating support grant from 

AANI stated that any unused funds are to be returned to AANI.  ABF realized a net 

increase of over $650K in 2015 and therefore $650K was required to be returned to 

AANI.  ABF requested that the ABF be allowed to retain the $650,000 excess for use 

at ABF’s discretion towards major program initiatives resulting from ABF’s strategic 

planning and philanthropic assessment. The request was approved.  
 

Expenses 
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Expenses for 2016 YTD were $178K under budget. The budget anticipated more activity related 

to strategic planning and website redevelopment. The following areas are the primary sources for 

the net positive variance. 

 

1. Salaries and benefits under by $30K 

a. Staffing has one additional position open. 

2. Professional services under by $90K  

a. Strategic Consultant under by $34.8K 

b. Website Redevelopment under by $50K 

c. Other under by $5.2K 

3. Meeting and travel under by $18.8K 

a. Less staff travel for donor development/fundraising 

b. Timing of expenses 

Program/Grant Expense 

 

ABF has committed $1M to AANI for support of 14 Clinical Research Training Fellowships.  

Support of $406,666 is provided by three associations or foundations and $600K from ABF 

restricted grant funds raised in prior years.  

   

Functional Expense 

The following schedule displays the breakout of ABF’s functional expenses. Program expenses 

for 2015 were 62%.  The budget for 2016 projects program expenses at 40% and management at 

48%.  Allocation of expenses for 2016 will be reviewed throughout the year to insure proper 

allocation. 

 

 
 

 

 

 

 

 

8%

40%

62%
36%

48%

22%56%

12% 16%

YTD 2016 2016 Budget 2015 Actual

Program Management Fundraising
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Fund Raising Efficiency Ratio 

 

The amount spent to raise a $1 in charitable contributions.   This ratio is calculated by dividing 

fundraising expenses by total contributions (grants) received.   ABF efficiency improved in 2015. 

As ABF continues to invest in the infrastructure in 2016 the efficiency ratio will likely decline. 

 

 2014 2015 

Grant Revenue   $3,189,559   $2,819,224  

Fundraising 

Expense  $423,256   $515,659  

   

Efficiency  $0.13   $0.18  

 

 

 

Statement of Financial Position 

The Foundation ended the year with total assets of $9.3M.  This consisted of cash and 

investments of $9.1M, 97% of total assets. Liabilities totaled $1.2M and which includes grants 

payable of $1.1M.   

 

 
A complete set of financial statements is included in the following pages for your review. 

 

(in thousands)

2016 2015 Difference

Total Assets 9,349$         10,817$   (1,468)$     

Total Liabilities 1,243           1,671       (428)         

Unrestricted Net Assets 1,965           2,393       (428)         

Temporarily Restricted Net Assets 4,522           5,181       (659)         

Permanently Restricted Net Assets 1,620           1,572       48             

   Total Liabilities and Net Assets 9,349$         10,817$   (1,468)$     

February 29,

96



2015 2014 Net Change

          ASSETS

CURRENT ASSETS

  Cash and Cash Equivalents 3,433,722$   3,094,462$       339,260$         

  Grants and Gifts Receivable, Net 189,625        1,105,744         (916,119)          

  Accounts Receivable 397                                    397                  

  Other Assets 63,386          83,998              (20,612)            

  Total Current Assets 3,687,130     4,284,204         (597,074)          

FIXED ASSETS

  Office Equipment 10,725          10,725                                  

  Less Accumulated Depreciation (8,640)           (5,065)               (3,575)              

  Net Fixed Assets 2,085            5,660                (3,575)              

LONG TERM ASSETS

  Investments 5,649,478     6,054,529         (405,051)          

  Grants and Gifts Receivable, Net 10,423          472,524            (462,101)          

  Total Long Term Assets 5,659,901     6,527,053         (867,152)          

  Total Assets 9,349,116$   10,816,917$     (1,467,801)$     

          LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

  Accounts Payable 183,943$      91,155$            92,788$           

  Grants Payable 959,803        822,500            137,303           

  Total Current Liabilities 1,143,746     913,655            230,091           

LONG TERM LIABILITIES

  Grants Payable 98,766          757,324            (658,558)          

NET ASSETS

  Unrestricted 1,964,818     2,393,310         (428,492)          

  Temporarily Restricted 4,521,855     5,180,707         (658,852)          

  Permanently Restricted 1,619,931     1,571,921         48,010             

  Total Net Assets 8,106,604     9,145,938         (1,039,334)       

  Total Liabilities and Net Assets 9,349,116$   10,816,917$     (1,467,801)$     

AMERICAN BRAIN FOUNDATION
STATEMENT OF FINANCIAL POSITION

AS OF FEBRUARY 29,

For Internal Use Only.
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Variance Final

YTD 2016 YTD 2016 Favorable 2016 2015

Actuals Budget (Unfavorable) Budget Actuals

REVENUE

Grants & Gifts 57,386$       339,260$     (281,874)$    1,962,500$  673,752$     

Released from Restrictions                                                 1,186,666    2,634,123    

Interest Income 1,415           1,250           165              7,500           7,917           

Other Revenue 500                              500                              25,359         

Total Support and Revenue 59,301         340,510       (281,209)      3,156,666    3,341,151    

EXPENSES

Salaries & Benefits 97,283         127,684       30,401         895,026       613,920       

General Office 2,009           4,097           2,088           35,572         39,393         

Software 54,312         54,312                         95,000         101,640       

Professional 16,091         106,372       90,281         324,249       194,731       

Marketing 1,000           3,054           2,054           34,730         20,613         

Meeting/Travel Related 7,764           26,510         18,746         257,125       177,334       

Honoraria/Stipends/Awards                 1,600           1,600           1,198,266    1,955,479    

Contingency                 33,334         33,334         200,000                       

Depreciation 596              596                              30,182         3,575           

Management Fee 30,781         30,774         (7)                 184,651       182,057       

Total Expenses 209,836       388,333       178,497       3,254,801    3,288,742    

Long Term Investments Income(Loss) (227,298)                      (227,298)                      (34,432)        

CHANGE IN UNRESTRICTED NET 

ASSETS (377,833)$    (47,823)$      (330,010)$    (98,135)$      17,977$       

TEMPORARILY RESTRICTED NET 

ASSETS

Grants & Gifts 1,927$         2,092,462$  

Investment Income                 (15,761)        

Net Assets Released from Restrictions                 (2,634,123)   

Beginning Balance 4,519,929    5,077,351    

Ending Temporarily Restricted Net Assets 4,521,856$  4,519,929$  

PERMANENTLY RESTRICTED NET 

ASSETS

Grants & Gifts                 53,010$       

Beginning Balance 1,619,931$  1,566,921    

Ending Permanently Restricted Net Assets 1,619,931$  1,619,931$  

American Brain Foundation

Income Statement

For the Two Months Ending February 29, 2016

For Internal Use Only.
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MEMORANDUM 

 

 

To:  Members of the Board of Trustees 

From: Joseph Berger, MD, Chair, Joint Audit Committee 

 Timothy J. Engel, CPA, Chief Financial Officer 

Date:  April 17, 2016  

Subject: Audit Committee Report 

 

 

The Joint Audit Committee of the American Academy of Neurology (AAN) and 

American Academy of Neurology Institute (AANI) met on April 16, 2016. The 

purpose of the meeting was to meet with Clifton Larson Allen (CLA) to review and 

discuss their audit reports on the consolidated financial statements.  The committee 

voted to approve the Financial Statements of American Brain Foundation for the 

year ended December 31, 2015 

 

The Audit Committee is charged with review of the financial practices of the ABF 

and its affiliates.  We retain an outside auditor independent of ABF Trustees and 

through them the members and contributors to the ABF.  Management is responsible 

for the financial statements and the financial reporting process, including the system 

of internal control.  The audit committee discussed with the independent auditors, 

who are responsible for expressing an opinion on the conformity of those audited 

financial statements with generally accepted accounting principles, their judgments 

as to the quality, not just the acceptability, of the organization’s accounting 

principles and such other matters as are required to be discussed with the committee 

under generally accepted auditing standards.  In addition, the committee has 

discussed with the auditors their independence from management and the 

organization. 

 

The audit committee discussed with the organization’s independent auditors Clifton 

Larson Allen with and without management. The independent auditors presented the 

results of their examinations, their evaluations of the organization’s internal control, 

compliance with laws and regulations and the overall quality of the organization’s 

financial reporting; in addition to peer financial data benchmarking and trends. The 

audit went very well, with the auditors noting in their report an unmodified opinion 

(the highest opinion a company may receive); no problems were encountered during 

the audit, no reportable internal control deficiencies noted during their testing, no 

material weaknesses and no significant deficiencies.  CLA also stated that the 

Academy Finance staff was very prepared and cooperated fully.  
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The audited financial statement of the American Brain Foundation for period ending December 31, 

2015 is included as informational report to the Board and no action is required. 

 

The following reports are provided for your review: 

 Audit Report 

 Governance Communication Letter 

 Internal Control Communication Letter 

 Internal Control Management Response Letter 
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CliftonLarsonAllen LLP
CLAconnect.com

 

(1) 
An independent member of Nexia International

 
INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
American Brain Foundation 
Minneapolis, Minnesota 
 
 
We have audited the accompanying financial statements of the American Brain Foundation, which 
comprise the statements of financial position as of December 31, 2015 and 2014, and the related 
statements of activities, functional expenses and cash flows for the years then ended, and the related 
notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
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. 
 
Auditors’ Responsibility 

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 of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Board of Directors 
American Brain Foundation 

(2) 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of American Brain Foundation as of December 31, 2015 and 2014, and the changes 
in its net assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
 
 
 
CliftonLarsonAllen LLP 

Minneapolis, Minnesota 
April 16, 2016 
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(3) 

 
2015 2014

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 3,507,852$      3,521,448$      
Grants and Gifts Receivable 709,137           1,455,914        
Accounts Receivable 20,885             14,743             
Other Assets 67,264             90,469             

Total Current Assets 4,305,138        5,082,574        

EQUIPMENT, NET 2,681               6,256               

OTHER LONG-TERM ASSETS
Funds Held With Others 5,876,776        5,926,970        
Grants and Gifts Receivable, Net of Current Portion 6,673               472,524           

Total Other Long-Term Assets 5,883,449        6,399,494        

Total Assets 10,191,268$    11,488,324$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable and Accrued Liabilities 87,487$            $           66,614 
Grants Payable 1,457,303        1,650,000        
Related Party Payable 65,202             45,442             

Total Current Liabilities 1,609,992        1,762,056        

LONG-TERM LIABILITIES
   Grants Payable, Net of Current Portion 98,766             757,323           

Total Liabilities 1,708,758        2,519,379        

NET ASSETS 
Unrestricted:

Undesignated 2,339,969        2,318,417        
Invested in Property and Equipment 2,681               6,256               

Total Unrestricted 2,342,650        2,324,673        
Temporarily Restricted 4,519,929        5,077,351        
Permanently Restricted 1,619,931        1,566,921        

Total Net Assets 8,482,510        8,968,945        

Total Liabilities and Net Assets 10,191,268$    11,488,324$    
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Temporarily Permanently 
Unrestricted Restricted Restricted Total

SUPPORT AND REVENUE
Grants and Gifts 673,752$       2,092,462$    53,010$         2,819,224$    
Dues -                     -                     -                     -                     
Conference and Educational Fees -                     -                     -                     -                     
Royalties -                     -                     -                     -                     
Investment Income (Loss) 7,917 (15,761)          -                     (7,844)            
Other Revenue 25,359 -                     -                     25,359           
Net Assets Released from Restrictions 2,634,123      (2,634,123)     -                     -                     

Total Support and Revenue 3,341,151      (557,422)        53,010           2,836,739      

EXPENSE
Program Expenses 2,054,101      -                     -                     2,054,101      
Support Services:

Development 515,659         -                     -                     515,659         
General and Administrative 718,982         -                     -                     718,982         

Total Support Services 1,234,641      -                     -                     1,234,641      

Total Expense 3,288,742      -                     -                     3,288,742      

TOTAL CHANGES IN NET ASSETS BEFORE
  NON-OPERATING INVESTMENT INCOME 52,409         (557,422)      53,010          (452,003)      

Non-Operating Investment Loss (34,432)          -                     -                     (34,432)          

TOTAL CHANGE IN  NET ASSETS 17,977         (557,422)      53,010          (486,435)      

Net Assets - Beginning of Year 2,324,673      5,077,351      1,566,921      8,968,945      

NET ASSETS - END OF YEAR 2,342,650$    4,519,929$    1,619,931$    8,482,510$    

2015
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Temporarily Permanently 
Unrestricted Restricted Restricted Total

SUPPORT AND REVENUE
Grants and Gifts 660,980$        2,473,079$     64,500$          3,198,559$     
Dues 690,000          -                      -                      690,000          
Conference and Educational Fees 9,000              -                      -                      9,000              
Royalties 25,615            -                      -                      25,615            
Other Revenue 25,248            -                      -                      25,248            
Investment Income 8,961              121,553          -                      130,514          
Net Assets Released from Restrictions 2,562,672       (2,562,672)      -                      -                      

Total Support and Revenue 3,982,476       31,960            64,500            4,078,936       

EXPENSE
Program Expenses 2,655,057       -                      -                      2,655,057       
Support Services:

Development 423,256          -                      -                      423,256          
General and Administrative 558,299          -                      -                      558,299          

Total Support Services 981,555          -                      -                      981,555          

Total Expense 3,636,612       -                      -                      3,636,612       

TOTAL CHANGES IN NET ASSETS BEFORE
  NON-OPERATING INVESTMENT INCOME 345,864          31,960            64,500            442,324          

Non-Operating Investment Income 142,783          -                      -                      142,783          

TOTAL CHANGE IN  NET ASSETS 488,647          31,960            64,500            585,107          

Net Assets - Beginning of Year 1,836,023       5,045,391       1,502,421       8,383,835       

NET ASSETS - END OF YEAR 2,324,670$     5,077,351$     1,566,921$     8,968,942$     

2014

 
 

107



AMERICAN BRAIN FOUNDATION 
STATEMENTS OF FUNCTIONAL EXPENSES 

YEARS ENDED DECEMBER 31, 2015 AND 2014 
 
 
 

See accompanying Notes to Financial Statements. 

(6) 

 

General and
Program Development Administrative Total

Salaries and Benefits 53,784$         212,367$       347,769$       613,920$       
General Office 494                27,358           21,072           48,924           
Software and Maintenance -                     101,640         -                     101,640         
Professional Fees 27,198           14,215           158,972         200,385         
Management and Service Fees 15,432           63,456           103,169         182,057         
Meeting and Travel 1,714             96,512           79,109           177,335         
Grants and Awards 1,955,479      -                     -                     1,955,479      
Depreciation -                     -                     3,572             3,572             
Other Expenses -                     111                5,316             5,427             

Total Expenses 2,054,101$    515,659$       718,979$       3,288,739$    

General and
Program Development Administrative Total

Salaries and Benefits 224,737$       168,783$       261,369$       654,889$       
General Office 20,102           49,343           26,117           95,562           
Software and Maintenance 78                  95,954           -                     96,032           
Professional Fees 75,898           7,729             98,012           181,639         
Management and Service Fees 38,971           31,541           57,756           128,268         
Meeting and Travel 107,468         69,892           98,201           275,561         
Grants and Awards 2,184,937      -                     560                2,185,497      
Depreciation -                     -                     7,493             7,493             
Other Expenses 2,866             14                  8,791             11,671           

Total Expenses 2,655,057$    423,256$       558,299$       3,636,612$    

2015

2014
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2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in Net Assets (486,432)$        585,107$         
Adjustments to Reconcile Changes in Net Assets to Net
  Cash Provided (Used) by Operating Activities:

Depreciation 3,572               7,493               
Permanently Restricted Contributions (53,010)            (64,500)            
(Increase) Decrease in Current Assets:

Grants and Gifts Receivable 1,212,628        856,755           
Accounts Receivable (6,142)              40,655             
Other Assets 23,205             (9,408)              
Funds Held With Others 50,194             (1,764,336)       

Increase (Decrease) in Liabilities:
Accounts Payable 20,873             27,782             
Grants Payable (851,254)          711,021           
Related Party Payable 19,760             (142,197)          
Deferred Revenue -                       (100,000)          

Net Cash Provided (Used) by Operating Activities (66,606)            148,372           

CASH FLOWS FROM FINANCING ACTIVITIES
Permanently Restricted Contributions 53,010             64,500             

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (13,596)            212,872           

Cash and Cash Equivalents - Beginning of Year 3,521,448        3,308,576        

CASH AND CASH EQUIVALENTS - END OF YEAR 3,507,852$      3,521,448$      
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Organization 

The American Brain Foundation (the Foundation) is a not-for-profit corporation established 
to support vital research into finding cures for brain disease, and is committed to improving 
patient care, quality of life and public understanding of brain disease. Its vision is to cure 
brain disease.  
 
Financial Statement Presentation 

Net assets, support, revenue, expenses, gains and losses are classified based on donor-
imposed restrictions. Accordingly, net assets of the Foundation and changes therein are 
classified and reported as follows: 
 

Unrestricted – Resources over which the board of directors has discretionary control.  

Temporarily Restricted – Those resources subject to donor-imposed restrictions which 
will be satisfied by actions of the Foundation or the passage of time. 

Permanently Restricted – Those resources subject to a donor-imposed restriction that 
they be maintained permanently by the Foundation. 

Cash and Cash Equivalents 

The Foundation considers all highly liquid investments with an initial maturity of three 
months or less to be cash and cash equivalents. The Foundation maintains cash in bank 
accounts which, at times, may exceed federally insured limits. The Foundation has not 
experienced any losses in such accounts. 
 
Receivables 

Accounts, grants and gifts receivables are stated at net realizable value. Accordingly, the 
Foundation accounts for uncollectible accounts by the reserve method, which is based on 
management’s judgment considering historical information. Payment is required 30 days 
after receipt of the invoice. Individual accounts past due more than 90 days are individually 
analyzed for collectability. When all collection efforts have been exhausted, the receivable 
is written off against the reserve. The Foundation had no allowance recorded at 
December 31, 2015 and 2014.  
 
Equipment 

Equipment is recorded at original cost. Additions, improvements or major renewals at or 
over $5,000 are capitalized. Any gains or losses on property and equipment retirement are 
included in the current year operations. 
 
Depreciation is computed using the straight-line method at rates based on estimated 
service lives and is computed using the straight-line method over a three year service life. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Funds Held With Others 

Funds held with others are made up of reserved investments held at the American 
Academy of Neurology Institute for purposes of earning long-term investment income. 
These funds are pooled with the investments at the American Academy of Neurology 
Institute. The Foundation has two board members that serve on a joint investment 
committee that oversees and monitors the investment pool. The Foundation has the ability 
to liquidate their investments at any time subject to he redemption restrictions on the 
individual investments.  These investments in marketable securities are recorded at fair 
value and consist primarily of equity funds and corporate bond funds. Investments in 
certificates of deposit are recorded at cost. In addition, the investments include three limited 
partnerships that are diversified funds of hedge funds, reported at the estimated fair value 
of the Foundation’s share of the fund, calculated monthly by the custodian. Investment 
securities, in general, are exposed to various risks, such as interest rate, credit and overall 
market volatility.  
 
Grants Payable 

Grants payable consist of awards and grants approved for various research projects and 
fellowships. Grants payable are recorded at the signing of the contract with both the 
researcher and the institution. Long-term grants payable are discounted based on the year 
to be paid. 
 
Grants and Gifts 

Grants and contributions received are recorded as unrestricted, temporarily restricted or 
permanently restricted support, depending on the existence and/or nature of any donor 
restrictions. Contributions are recognized at fair value when the donor makes a promise to 
give to the Foundation that is, in substance, unconditional. Conditional promises to give are 
recorded when the condition has been satisfied. When a restriction is satisfied, temporarily 
restricted net assets are released to unrestricted net assets. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value Measurement 

The Foundation categorizes its investments measured at fair value into a three-level 
hierarchy based on the priority of the inputs to the valuation technique used to determine 
fair value. The fair value hierarchy gives the highest priority to quoted prices in active 
markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable 
inputs (Level 3). If the inputs used in the determination of the fair value measurement fall 
within different levels of the hierarchy, the categorization is based on the lowest level input 
that is significant to the fair value measurement. Investments valued at fair value are 
categorized based on the inputs to the valuation techniques as follows:  
 

Level 1 – Inputs that utilize quoted prices (unadjusted) in active markets for identical 
assets or liabilities that an entity has the ability to access. 

Level 2 – Inputs that include quoted prices for similar assets and liabilities in active 
markets and inputs that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the financial instrument. Fair values for these 
instruments are estimated using pricing models, quoted prices of securities with similar 
characteristics, or discounted cash flows.  

Level 3 – Inputs that are unobservable inputs for the asset or liability, which are typically 
based on an entity’s own assumptions, as there is little, if any, related market activity.  

 
Subsequent to initial recognition, the Foundation may re-measure the carrying value of 
assets and liabilities measured on a nonrecurring basis to fair value. Adjustments to fair 
value usually result when certain assets are impaired. Such assets are written down from 
their carrying amounts to their fair value.  
 
Revenue Recognition 

Revenue related to conference and educational fees and management services is 
recognized at the time the events take place or the services are performed. Revenue that is 
received for future periods is recorded as deferred revenue and recognized in the periods 
to which the service relates. 
 
Membership dues are recognized as revenue over the period in which the dues relate. 
Dues represent services rendered on a calendar year basis. Dues collected in advance are 
recorded as deferred revenue until they are earned. 
 
Donated Goods and Services 

Donated services are recognized as contributions if the services (a) create or enhance 
nonfinancial assets or (b) require specialized skills, are performed by people with those 
skills, and would otherwise be purchased by American Brain Foundation. Donated goods 
are valued at market value on the date of donation. There were no donated goods or 
services for the years ended December 31, 2015 and 2014. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Allocation of Expenses 

The Foundation’s costs of providing its various services have been classified on a program 
basis in the statements of activities. Accordingly, certain costs have been allocated among 
the program and support services benefited. Expenses are charged directly to programs 
and support services where possible. Remaining expenses are allocated based on actual 
time spent on programs and support services. 
 
Income Taxes 

The Foundation is organized and operates on a not-for-profit basis and its tax exempt 
status has been recognized by the Internal Revenue Service under Section 501(c)(3). The 
Foundation is classified as an organization which is not private foundations under the 
Internal Revenue Code and charitable contributions by donors are tax deductible. The 
Foundation is subject to unrelated business income taxes under the Internal Revenue Code 
for federal and state tax purposes. 
 
The Foundation follows the provisions of FASB ASC 740-10-25, which requires that a tax 
position be recognized or derecognized based on a “more likely than not” threshold. This 
applies to positions taken or expected to be taken in a tax return. The Foundation does not 
believe its financial statements include any uncertain tax positions. The Foundation’s tax 
returns are subject to review and examination by federal authorities.  
 
Other Concentrations 

The Foundation also has a potential credit risk in contributions receivable since the balance 
is due from a limited number of individuals and corporate contributions.  
 
Use of Estimates 

The presentation of financial statements in conformity with accounting principles generally 
accepted in the United States of America 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. 
 
Subsequent Events 

In preparing these financial statements, the Foundation has evaluated events and 
transactions for potential recognition or disclosure through April 16, 2016, the date the 
financial statements were available to be issued.  
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NOTE 2 GIFTS AND GRANTS RECEIVABLE 

Grants and gifts receivable at December 31 are as follows: 
 

2015 2014
Less than One Year 709,137$        1,455,914$     
One to Five Years 7,000             476,335          

716,137           1,932,249        
Less: Discount to Present Value (327) (3,811)

   Net Contributions Receivable 715,810$         1,928,438$      
 

 
Amounts are presented in the statements of financial position as follows at December 31: 
 

2015 2014
Current 709,137$        1,455,914$     
Long-Term 6,673             472,524          

Total 715,810$         1,928,438$      
 

 
Contributions expected to be received beyond one year are reflected at the present value of 
future cash flows at the date of donation using a discount rate of approximately 1% to 3%. 
 
 

NOTE 3 EQUIPMENT 

Equipment consists of the following at December 31: 
 

2015 2014
Equipment 10,725$           10,725$           
Less:  Accumulated Depreciation (8,044)              (4,469)              

 Net Equipment 2,681$             6,256$             
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NOTE 4 FUNDS HELD WITH OTHERS 

The investments of the Foundation are pooled with reserve investments at the American 
Academy of Neurology Institute and are recorded as funds held with others on the 
statement of financial position. The allocation of the percentage of underlying investments 
held by the Foundation consists of the following at December 31: 
 

2015 2014
Reserves:

Cash -$                     352,358$        
Corporate Bond Funds 1,817,804      1,531,559       
Equity Funds - Foreign 1,126,912      1,061,688       
Equity Funds - Mid-Cap 594,701         614,906          
Equity Funds - Large Blend 1,874,126      1,930,357       
Funds of Hedge Funds 463,233         436,102          

Total Investments 5,876,776$      5,926,970$      
 

 

Investments in the corporate bond funds, money market mutual funds, equity securities and 
equity funds are recorded at fair market value. The fund of hedge funds are recorded at the 
estimated fair value of the Foundation’s share of the fund, calculated monthly by the 
custodian. 
 

The Foundation’s share of the underlying investment income, which includes earnings on 
the sweep and demand deposit accounts, consists of the following: 
 

2015 2014
Interest and Dividends 7,918$             8,961$             
Realized Gain on Investments -                       21,162             
Unrealized Gain (Loss) on Investments (50,194)            243,174           

Total Investment Income (Loss) (42,276)$          273,297$         
 

 

The realized and unrealized gains and losses are included in investment income on the 
statements of activities. The Foundation maintains long-term reserve investments through 
long-term investment holdings. These investments are separated from the Foundation’s 
general checking and savings accounts. All investment returns on long-term reserve 
investments are considered non-operating.  
 
 

NOTE 5 FAIR VALUE MEASUREMENTS 

The Foundation uses fair value measurements to record fair value adjustments to certain 
investments and to determine fair value disclosures. For additional information on how the 
Foundation measures fair value refer to Note 1 – Summary of Significant Accounting 
Policies.  
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NOTE 5 FAIR VALUE MEASUREMENTS (CONTINUED) 

In determining the appropriate levels, the Foundation performs a detailed analysis of the 
assets and liabilities. At each reporting period, all assets and liabilities for which the fair 
value measurement is based on significant unobservable inputs are classified as Level 3. 
 
The following table presents the balances of assets measured at fair value on a recurring 
basis by level within the hierarchy at December 31: 
 

Level 1 Level 2 Level 3 Fair Value
FUNDS HELD WITH OTHERS

Investment Pool Held with Others -$                  5,876,776$   -$                   5,876,776$   
Subtotal - Fair Value -$                   5,876,776$    -$                   5,876,776$    

2015

 
 

Level 1 Level 2 Level 3 Fair Value
FUNDS HELD WITH OTHERS

Investment Pool Held with Others -$                  5,926,970$   -$                   5,926,970$   
Subtotal - Fair Value -$                   5,926,970$    -$                   5,926,970$    

2014

 
 
 

NOTE 6 GRANTS PAYABLE 

Grants payable include the following at December 31: 
 

2015 2014
Current Portion of Grants Payable 1,457,303$      1,650,000$      
Long-Term Portion of Grants Payable 98,766             757,323           

Net Grants Payable 1,556,069$      2,407,323$      

Amounts Due:
One Year or Less 1,457,303$      1,650,000$      
One to Five Years 100,000           764,999           
Discount to Present Value (1,234)              (7,676)              

Net Grants Payable 1,556,069$      2,407,323$      
 

 
Grants expected to be paid beyond one year are reflected at the present value of future 
cash flows using a discount rate of approximately 1% to 3%. 
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NOTE 7 NET ASSETS 

Unrestricted – Invested in Property and Equipment  

The designated funds are those that were used to purchase equipment. 
 
Temporarily Restricted 

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

2015 2014
Education, Research and Award Funds 3,683,796$     4,891,218$     
Operational Support 650,000         -                      
Annual Meeting and Other Programs 186,133         186,333          

Total 4,519,929$     5,077,551$     
 

 
Permanently Restricted 

Permanently restricted net assets as of December 31 are restricted to investments in 
perpetuity, the income from which is expendable to support the following activities: 
 

2015 2014
Research Endowments:

Multiple Sclerosis Endowment 334,305$         334,305$         
General Research Endowment 49,300             49,300             
Alzheimer's 60,000             60,000             
Epilepsy 121,970           128,970           
Neuroinfectious Disease 32,855             33,305             

598,430           605,880           
Awards 1,021,501        961,041           

Total 1,619,931$     1,566,921$     
 

 
 

NOTE 8 NET ASSETS RELEASED FROM RESTRICTIONS 

Net assets were released from donor restrictions by the Foundation incurring expenses 
satisfying the restricted purposes or by occurrence of other events specified by donors as 
follows: 
 

2015 2014
Education, Research and Award Funds 1,984,123$     1,174,085$     
Annual Meeting and Other Programs 650,000         1,388,587       

Total 2,634,123$      2,562,672$      
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NOTE 9 ENDOWMENT 

The Foundation’s donor-restricted endowment consists of 22 individual funds established to 
support research and awards and, as required by generally accepted accounting principles, 
net assets associated with those endowment funds are classified and reported based on 
the existence or absence of donor-imposed restrictions. 
 
The Board of Directors of the Foundation has determined the presentation of the fair value 
of the original gift as of the gift date of the donor-restricted endowment funds absent explicit 
donor stipulations to the contrary. As a result of this interpretation, the Foundation classifies 
as permanently restricted net assets (a) the original value of gifts donated to the permanent 
endowment, (b) the original value of subsequent gifts to the permanent endowment, and 
(c) accumulations to the permanent endowment made in accordance with the direction of 
the applicable donor gift instrument at the time the accumulation is added to the fund. 
 
The remaining portion of the donor-restricted endowment fund that is not classified in 
permanently restricted net assets is classified as temporarily restricted net assets until 
those amounts are appropriated for expenditure by the Foundation in a manner consistent 
with the standard of prudence.  
 
The Foundation considers the following factors when making a determination to appropriate 
or accumulate donor-restricted funds: 
 

1. The duration and preservation of the fund 
2. The purposes of the Foundation and the donor-restricted endowment fund 
3. General economic conditions 
4. The possible effect of inflation and deflation 
5. The expected total return from income and the appreciation of investments 
6. Other resources of the Foundation 
7. The investment policies of the Foundation 

 
The Foundation has adopted investment and spending policies for endowment assets that 
attempt to provide a predictable stream of funding to programs supported by its endowment 
while seeking to maintain purchasing power of the endowment assets. Under this policy, as 
approved by the board of directors, the endowment assets are invested in a manner that is 
intended to produce a real return, net of inflation and investment management costs, of at 
least 8% over the long term.  
 
Actual returns in any given year may vary from this amount. To satisfy its long-term rate-of-
return objectives, the Foundation relies on a total return strategy in which investment 
returns are achieved through both capital appreciation (realized and unrealized) and current 
yield (interest and dividends). The Foundation targets a diversified asset allocation that 
places a greater emphasis on equity-based investments to achieve its long-term objective 
within prudent risk constraints. 
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NOTE 9 ENDOWMENT (CONTINUED) 

The Foundation has a policy of appropriating for distribution each year 4.5% of its 
endowment fund’s moving average fair value over the prior 12 months through the calendar 
year-end preceding the fiscal year in which the distribution is planned. In establishing this 
policy, the Foundation considered the long-term expected return on its endowment. 
Accordingly, over the long term, the Foundation expects the current spending policy to 
allow its endowment to grow at an average of the long-term rate of inflation.  
 
This is consistent with the Foundation’s objective to maintain the purchasing power of the 
endowment assets held in perpetuity for a specific term as well as to provide additional real 
growth through new gifts and investment return. From time to time, the fair value of assets 
associated with individual donor-restricted endowment funds may fall below the level that 
the donor or UPMIFA requires the Foundation to retain as a fund of perpetual duration. 
There are no such deficiencies as of December 31, 2015. 
 
Changes in endowment net assets for the fiscal year ended December 31 consisted of the 
following: 
 

Temporarily Permanently
Restricted Restricted Total

Balance, December 31, 2013 688,651$       1,502,421$    2,191,072$    
Investment Income 121,553         -                     121,553         
Contributions -                     64,500           64,500           
Appropriation of Endowment Funds (39,898)          -                     (39,898)          

Balance, December 31, 2014 770,306         1,566,921      2,337,227      
Investment Loss (15,761)          -                     (15,761)          
Contributions -                     53,010           53,010           
Appropriation of Endowment Funds (41,141)          -                     (41,141)          

Balance, December 31, 2015 713,404$       1,619,931$    2,333,335$    
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(18) 

 
NOTE 10 RELATED PARTY TRANSACTIONS 

All employees are employed by the American Academy of Neurology (AAN) and then 
leased to the Foundation. The Foundation pays all direct costs relating to employees and 
pays a management fee for services which include: marketing, information systems, legal, 
management oversight, and program activities. Costs provided to the Foundation by AAN 
as of December 31, 2015 and 2014 was approximately $95,957 and $70,853, respectively. 
As of December 31, 2015 and 2014, the Foundation has a payable to AAN in the amount of 
$82,537 and $34,770, respectively, which is included in related party payable. 
 
The Foundation also utilizes space and related costs from the American Academy of 
Neurology Institute (AANI). The total amount of space and related costs provided to the 
Foundation by AANI as of December 31, 2015 and 2014 was approximately $86,100 and 
$57,414, respectively. As of December 31, 2015 and 2014, the Foundation has a payable 
in the amount of $2,330 and $22,149, respectively. 
 
The Foundation awarded grants to the AANI for the years ended December 31, 2015 and 
2014 in the amounts of $1,971,790 and $181,000. The Foundation owed the Institute 
$854,333 and $-0-, respectively, for these grants for the years ended December 31, 2015 
and 2014.  
 
AANI contributed approximately $2,031,595 and $1,671,955 for Clinical Research Training 
Fellowships and operating support for the years ended December 31, 2015 and 2014, 
respectively, including the matching grant listed below. This represents approximately 61% 
and 40% of total operating and non-operating revenues for the years ended December 31, 
2015 and 2014. The Foundation received a grant from AANI for $3,000,000 and requires a 
Foundation 1:1 match. A total of $731,595 and $1,131,955 was matched in 2015 and 2014, 
respectively. As of December 31, 2015 and 2014, ABF had a receivable from AANI of 
$418,767 and $1,028,855, respectively, for these grants. 
 
 

NOTE 11 SPLIT-INTEREST AGREEMENTS 

The Foundation is a beneficiary to interest in two gift annuities held at a community 
foundation. The value of the gift annuities at December 31, 2015 and 2014 was $62,950 
and $72,381, respectively. 
 
The Foundation is also the beneficiary of other trusts and other assets in situations in which 
it has not been notified of the interest; the Foundation’s interest may be conditional or 
revocable; or the value of our interest may not be readily ascertainable. In such 
circumstances, no contribution receivable has been recorded. 
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An independent member of Nexia International

 
 
 
Audit Committee 
American Brain Foundation 
Minneapolis, Minnesota 
 
We have audited the financial statements of the American Brain Foundation (the Foundation) for the 
year ended December 31, 2015, and have issued our report thereon dated April 16, 2016. We have 
previously communicated to you information about our responsibilities under auditing standards 
generally accepted in the United States of America, as well as certain information related to the 
planned scope and timing of our audit. Professional standards also require that we communicate to you 
the following information related to our audit. 
 

Significant audit findings 

Qualitative aspects of accounting practices 

Accounting policies 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the American Brain Foundation are described in Note 1 to the financial 
statements. No new accounting policies were adopted and the application of existing policies was not 
changed during 2015. 

We noted no transactions entered into by the entity during the year for which there is a lack of 
authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their 
significance to the financial statements and because of the possibility that future events affecting them 
may differ significantly from those expected. The most sensitive estimates affecting the financial 
statements were management’s estimate of: 

 Present value of long-term pledges receivable 

 Valuation of funds held with others and alternative investments 

 Selection of depreciable lives 

 Methods and allocation of functional expenses 
 

We evaluated the key factors and assumptions used to develop the above estimates in determining that 
they are reasonable in relation to the financial statements taken as a whole. 

Financial statement disclosures 

Certain financial statement disclosures are particularly sensitive because of their significance to 
financial statement users. The financial statement disclosures are neutral, consistent, and clear. 
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Difficulties encountered in performing the audit 

We encountered no difficulties in dealing with management in performing and completing our audit. 

Uncorrected misstatements  

Professional standards require us to accumulate all misstatements identified during the audit, other 
than those that are clearly trivial, and communicate them to the appropriate level of management. 
Management did not identify and we did not notify them of any uncorrected financial statement 
misstatements.  

Corrected misstatements  

Management did not identify and we did not notify them of any financial statement misstatements 
detected as a result of audit procedures.  

Disagreements with management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditors’ report. No such disagreements arose during our audit.  

Management representations 

We have requested certain representations from management that are included in the management 
representation letter dated April 16, 2016.  

Management consultations with other independent accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the Foundation’s financial statements or a 
determination of the type of auditors’ opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with other 
accountants. 

Significant issues discussed with management prior to engagement 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to engagement as the Foundation’s auditors. 
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our engagement. 

Other audit findings or issues 

We have provided a separate letter to you dated April 16, 2016, communicating internal control related 
matters identified during the audit.  

Our auditors’ opinion, the audited financial statements, and the notes to financial statements should 
only be used in their entirety. Inclusion of the audited financial statements in a document you prepare, 
such as an annual report, should be done only with our prior approval and review of the document. 

* * * * * * 
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This information is intended solely for the use of the audit committee, board of directors, and 
management of the American Brain Foundation and is not intended to be and should not be used by 
anyone other than these specified parties. 
 
 
 
 
CliftonLarsonAllen LLP 

Minneapolis, Minnesota 
April 16, 2016 
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An independent member of Nexia International

 
 
 
Audit Committee and Management  
American Brain Foundation 
Minneapolis, Minnesota 
 
In planning and performing our audit of the financial statements of the American Brain Foundation (the 
Foundation) as of and for the year ended December 31, 2015, in accordance with auditing standards 
generally accepted in the United States of America, we considered the Foundation’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 financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Foundation’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Foundation’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 Foundation’s financial statements will not be prevented, or detected and corrected, 
on a timely basis.  

Our consideration of internal control was for the limited purpose described in the first paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses. In 
addition, because of inherent limitations in internal control, including the possibility of management 
override of controls, misstatements due to fraud or error may occur and not be detected by such 
controls. 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 may exist that 
have not been identified. 

Other deficiencies in internal control and other matters 

During our audit, we became aware of one deficiency in internal control that is opportunity for 
strengthening internal control and operating efficiency. While the nature and magnitude of the 
deficiencies in internal control is not considered important enough to merit the attention of the audit 
committee, it is considered of sufficient importance to merit management’s attention and are included 
herein to provide a single, comprehensive communication for both those charged with governance and 
management.  

Agreements with Related Parties 

Currently, the Foundation has formal and informal agreements with both the American Academy of 
Neurology and the American Academy of Neurology Institute including management services, 
investment services, receipt of operational and matching grants and payment of grants related to the 
Clinical Research Training Fellowships. In certain cases, these agreements may be informal and we 
recommend going forward that relationships be formalized into written agreements and that the 
Foundation continue to evaluate whether additional separation from the Academy is appropriate in 
circumstances such as the audit committee structure. 
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Audit Committee and Management 
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We also recommend that the terms of grants either received from or paid to the Institute are clarified 
upon signing of the grant agreements. It was noted in 2015, the grant awarded from the American 
Academy of Neurology Institute for $1.3 million in operating grant funds included few definitions 
around what was considered operations and could be expended towards this grant. This will reduce 
the need to interpret the terms of the agreement after the fact.  
 

Accounting Standards Updates 

Upcoming Changes to Non-Profit Accounting Standards 

The Financial Accounting Standards Board (FASB) has taken on the task of improving financial 
statement reporting for non-profits at the recommendation of its Non-profit Advisory Committee. 
FASB is expected to issue an Accounting Standard Update in 2016. This update is expected to 
include changes to net asset classifications to move towards the statement of activities including a 
with donor restrictions versus a without donor restrictions format. In addition, the changes will require 
qualitative liquidity disclosures in the footnotes to the financial statements. FASB is also expected to 
issue a later update on whether they will require changes to the statement of cash flows, 
requirements for presentation of functional expenses and quantitative liquidity disclosures in the 
footnotes.   
 

 
This communication is intended solely for the information and use of management, audit committee, 
and others within the Foundation, and is not intended to be, and should not be, used by anyone other 
than these specified  
 
 
 
 
CliftonLarsonAllen LLP 

Minneapolis, Minnesota 
April 16, 2016 
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To:   Joint Audit Committee  
 

From:   Timothy Engel, CPA, CFO  
Susan Corcoran, Associate Director of Finance  
Catherine Elliott, Finance Business Manager  

 

Date:   April 16, 2016  
 

Subject:   Response to Internal Control Letter from CLA  

 

Clifton Larson Allen (CLA) when assessing the risks of material misstatement in our entities’ financial 
statements does a review of the internal controls annually. Through that review an area of our internal 
controls was identified to be potentially deficient to merit the attention of management but not to the 
nature or magnitude to merit the attention of the audit committee. However, management would like to 
address this issue with the audit committee in an effort to maintain transparency.  

 

We have a board reviewed and approved internal control document that guides our processes to ensure 
system integrity and provides security to the organization and our staff. This internal control document is 
reviewed annually for any possible changes to strengthen internal controls. Any material change to the 
internal controls would be presented to the Audit committee for review and Board approval. AAN’s 
Finance staff completed a full review of the controls in 2015/16. The review resulted in no material 
changes.  
 

In the area outlined below CLA have identified an area of deficiency:  
 

Agreements with Related Parties  
 

As a multi-company entity there are transactions between the various companies. Some of the 
transactions accompany written agreements while other transactions are less formal. These include 
management services, investment services, receipt of operational and matching grants and payment of 
grants related to the Clinical Research Training Fellowships. During 2015 updated revised agreements 
were completed and signed with UCNS and CNF. We are in the process of using those agreements as a 
basis for updating the relations with and between ABF, AAN & AANI.  
 

For clarity of AAN and its related entities, management is working diligently with AAN’s legal staff to 
provide more clarity and formal agreements for these transactions going forward. Management agrees 
that this will reduce the need to interpret the terms of the agreement after the fact.  
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MEMORANDUM 

To:  ABF Board of Directors   

From:  ABF Governance Committee - Kevin Goodno, Chair; Terrence Cascino, MD; John 

Mazziotta, MD; Catherine Rydell, CAE; Thomas Swift, MD 

Date:  March 16, 2016 

Subject:  Board Composition & Term Policy, and Revised Terms    

 

1. Issue. Consider two motions from the Governance Committee to: 1) clarify the Board’s 

interpretation of the ABF bylaws regarding Board composition and term limits; and 2) to 

amend the current term end dates for three Board members to adhere to the policy of aligning 

all terms of ABF directors and officers to a calendar year.   

 

2. Proposed motion(s).  

a. Motion to approve the Board of Directors Composition & Term Policy.  

b. Motion to amend the current terms of Drs. Shulman, Swift and Rosenfeld to end 

on December 31, 2017.   

 

3. Discussion. The purpose of the proposed Board of Directors Composition & Term Policy is 

to clarify the intent of certain language in Article IV, Sections 1 and 3 of the bylaws 

concerning Board composition and term limits. Specifically, whether ex-officio, non-voting 

members of the Board should be included in the total count of Board members and in what 

scenarios does the exception for officers to serve beyond the stated term limit of three, two-

year terms apply? The Governance Committee discussed these questions and offer their 

recommended answers in the enclosed Policy. The Committee also suggests that the 

individual designated by the Editor-in-Chief of Neurology Now be designated by the Editor-

in-Chief and approved by the Board annually.  

 

Over the past year the Board has made an effort to align all terms of ABF directors and 

officers to a calendar year. Drs. Shulman’s, Swift’s and Rosenfeld’s current terms are set to 

expire on March 31, 2017. The Governance Committee recommends, and these Board 

members agree, to conclude their terms early on December 31, 2017, to align with the end of 

the calendar year.  

 

4. Fiscal impact. Approval will not impact ABF’s Financial Position. 

  

5. Legal/policy implications. Counsel agrees with the Governance Committee’s interpretation 

of the relevant sections of the ABF bylaws and assisted in drafting the proposed Policy. No 

bylaws amendments are required. Recommend approval.  

 

6. Enclosures. Draft Board of Directors Composition & Term Policy 

 

7. Executive Director’s recommendation. I agree with these motions from the Governance 

Committee. The clarity on how to interpret ABF bylaws will help staff provide greater 

assistance in the board development process. 
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DRAFT 

BOARD OF DIRECTORS  

COMPOSITION & TERM POLICY 

American Brain Foundation 

 

1. Purpose. The purpose of this American Brain Foundation (“ABF”) Board of Directors (“Board”) 

Composition & Term Policy is to clarify the intent of certain language in the ABF bylaws concerning 

Board composition and term limits.  

 

2. Board Composition. Article IV, Section 1, of the ABF bylaws states that the Board shall be 

“comprised of at least five and no more than twenty-one members.” Ex-officio, non-voting members of 

the Board, as described in the bylaws, shall not be included in the total count of Board members.  

 

3. Term Limit. Article IV, Section 3, of the bylaws states: “The Regular Directors shall be elected for a 

two-year term, which may be renewed twice by election. The term of each ex officio Director shall 

coincide with the term in which they hold their office. Officers of the Board of Directors may be elected 

to serve a term(s) beyond the six years served as Director.” Article V, Section 8 of the bylaws states: 

“Officers shall serve for one two-year term, which may be renewed consecutively for one additional two-

year term.” 

 

The exception for officers to serve beyond the stated limit of three, two-year terms, applies in three 

scenarios. First, an individual currently serving a term as officer when the total term limit would expire 

may serve the remainder of his or her then-current term as officer, before rotating off the Board. Second, 

an individual serving as Chair may serve as Past Chair for two consecutive, two-year terms immediately 

following his or her service as Chair, beyond the total term limit. Third, an individual serving as an 

officer, other than Chair or Past Chair, may serve as Chair for two consecutive, two-year terms, and as 

Past Chair for two consecutive, two-year terms immediately following his or her service as an officer of 

the Board, other than as Chair or Past Chair, in the office held when the board term limit restriction would 

normally have been applied. 

 

4. Neurology Now® Designee. Article IV, Section 1, of the bylaws states: “Ex-officio Directors shall 

include the chair of the Foundation’s Research Advisory Committee, the President of the AAN, and the 

Editor-in-Chief of Neurology Now or the Editor-in-Chief’s designee if approved by affirmative vote of a 

majority of the Board, all of whom shall have full voting rights.”  

 

The individual designated by the Editor-in-Chief, and approved by the Board, shall be designated by the 

Editor-in-Chief and approved by the Board annually. 

 

Policy History: Approved by ABF Board of Directors on [DATE]. 
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