AMERICAN BRAIN FOUNDATION

Finance Committee
AMERICAN May 3. 2022
BRAIN 9:00am CST
FOUNDATION Virtual Meeting

Attendees: James Essey, Chair; Ben Lenail; Ralph R. Leslie; Charles C. Flippen, II, MD.
Staff Jane Ransom, Executive Director; Kim Howard
AGENDA ITEM “*indicates Board Action Needed PRESENTED BY

) Call to Order .
10:00 am CT Approval of the February 15, 2022 Minutes James Essey, Chair

) Q1 Financial Statements for period ending
10:05 March 31, 2022 Noah Zak, Staff Accountant
10:20 Development Report Jane Ransom, Executive Director
10:30 2020-2021 Audited Financial Statements Ralph Leslie
10:40 Strategic Plan Update: Financial Implications Jim Essey
11:00 Meeting adjourns James Essey

Other Materials:

Draft Meeting Minutes of February 15, 2022 (page 2)
Preliminary 2022 Q1 Financial Reports (page 4)
Development Report 2022, Q1 (page 10)

2020-2021 Audit (page 11)
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AMERICAN

B RAI N American Brain Foundation

Finance Committee Meeting
FOUNDATION February 15, 2022
10:00 a.m. CT
Video Conference Call

In attendance: James Essey, Chair; Charles Flippen, MD; Ben Lenail; Ralph Leslie; David
Dodick, MD

Excused: Suzanne Miller; Ken Shubin Stein, MD
Staff: Jane Ransom, ED; Kevin Myren, CFO; Noah Zak; Kim Howard

Jim Essey called the meeting to order at 10:02 a.m. CT.
The minutes of the October 19, 2021 meeting were approved unanimously.
Introduction of Committee Members/Finance Staff — Jim Essey

Jim opened the meeting by welcoming our new committee members and introducing staff from
the ABF and AANI Finance department. He reiterated the purpose and expectations of the
Finance Committee, which is to exercise the fiduciary responsibility of the board, to bring
financial results and budgets to the board for approval, and to have strategic discussions as
needed to become more self-sufficient while being good steward of the unrestricted money we
receive from the AAN. Our unrestricted dollars will continue to increase due to the recent
implementation of a 10% management fee added on to restricted money raised. As the money
given to us from the AAN reduces every year, our return on their dollars given to us increases;
is was 4 to 1in 2021, and will be 6 to 1 in 2022. ABF grants are given to neurologic researchers
during their early career training, allowing the next generation to develop their focus prior to
applying for NIH money. In addition to these clinical research scholarships, the ABF is beginning
to develop larger scale projects, strategically partnering with other organizations as part of cure
one, cure many.

2021 Preliminary Financial Statements for period ending 12/31/21 — Noah Zak/Jim Essey

Noah reviewed the preliminary year-end income and operating statements, with the caveat that
some numbers may change pending the outcome of our audit in March. Kevin spoke about our
policies regarding short term cash/investments vs. long term reserves. Ralph inquired about in-
kind expenses; Jim and Noah explained that our primary source of gift-in-kind revenue is from
the ad space that the AANI gives to us in their publications.

Functional Expenses for 2021 fell a bit short for two reasons:

e The allocation of expenses from the gifts-in-kind. We will be reviewing that with our
auditors to see if that can be changed.

e The $1M gift for LBD which we agreed to give to the AAN in 2022 instead of 2021 due to
accounting definitions. This negatively affects our programming ratio.
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Jim explained that Programming (the orange section) consists of grant giving, public awareness
programs, and educational events. The Management and Fundraising (blue and green
sections) are our costs of running the organization.

Our Balance Sheet shows total assets of $17.8M, which again, will change a little due to long-
term reconciliation that is yet to be completed. Current liabilities are $1.2M, most of which are
grants payable. Net assets are at $16.2M.

2022 Budget Review and Development Report — Noah Zak

Total funds raised in 2022 are much higher than in 2021. The amount released from restrictions
is also going up, mostly due to LBD money. Natural expenses will go up in 2022 mainly due to
meetings and travel returning to normal and our new hire.

ABF/AANI Grant Agreement — Jim Essey

Every year, we receive unrestricted funds from the AANI; it was $1.25M in 2021 and 2022, and
will reduce to $1M in 2023. The AAN is requesting a change in the way the language in our
agreement is interpreted, so that if ABF raises more unrestricted monies than it spends in an
operating year, the excess would be credited against the following year's AAN operating grant
(only up to the amount of the grant). This amount could also be adjusted pending timing issues
such as the LBD 3-year grant.

Kevin Myren and Noah Zak were excused from the remainder of the meeting. Jim opened the
floor to discussion:

¢ Ben is OK with the concept, as it's mainly an intra-company transfer of funds. His
concern is how to explain this to ratings agencies or other key stakeholders.

e Ralph would prefer to keep any overage to allow for cash reserves. We could operate
with the change, but it puts us in a situation where we would need to cover our natural
expenses each year without having any excess.

¢ David sees the AAN contribution as an investment in our growth as a brand over time,
which in the end benefits the AAN. Question as to timing, why now?

e Charles agreed, the AAN wants the ABF to succeed and become independent. The
timing is in line with your maturation, not intended to pull the rug out from under you.
This is a natural conversation to have at this point in the ABF’s growth.

e Jane would prefer to keep the surplus as a means to keep growing, to invest in
additional marketing and/or staff as needed. Concerned about staff and board morale.

e Jim agrees that having the excess as a cushion will provide flexibility. The ABF is still in
a growth stage where it’s difficult to know our spending needs years in advance.

e Charles understands our issues with timing and staff uncertainty. He will relay our
concerns to Mary and Orly.

e Jane mentioned one donor who had always restricted their donation in the past, now
trusts us enough to change their giving to a general operating donation.

¢ Jim feels that the ABF is on the cusp of something major, asks the AAN to give us a few
more years at the current understanding.

Meeting adjourned at 11:00 a.m. CT
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AMERICAN

BRAIN

FOUNDATION
Date: Tuesday, May 3%, 2022
To: ABF Finance Committee
From: Kevin Myren, CPA Chief Financial Officer

Jane Ransom, Executive Director
Noah Zak, Staff Accountant

Subject: Preliminary 2022 Q1 Financial Reports

The enclosed materials present the financial performance of the American Brain Foundation for
the First Quarter of 2022

Statement of Operations

e Operating Revenues of $6.8M

e Operating Expenses are $5.4M

e Net Operating Increase is $1.3M

e Long-Term Investments are ($362K)
Revenue

ABEF raised $2.7M in Q1 of 2022, falling short of the total Q1 fundraising goal by (20%). The
$2.7M raised includes the following:

$1.1M for future research initiatives

$1.25M AAN operating grant

$207K in unrestricted funds

$193K in Sponsorships and Registrations for Commitment to Cures

In the GAAP Adjustment section of the Income Statement, the Release from Restrictions line has
a positive variance of 2.4M or 81% due mainly to the recognition of the Cure One Cure Many
LBD grant that was released sooner than budgeted for. Of the $5.3M released, below are the
primary contributors:

e $3M Cure One, Cure Many LBD Grant
o $1.8M for 2022 Next Generation Research Grants
e $325K in administrative support from the Cure One, Cure Many LBD Grant
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Expenses

Grants & Awards Expenses are over budget by ($2.1M) or (77%) due to timing of the actual
recognition of the expense versus the budgeted recognition of the expense for the Cure One, Cure
Many LBD Grant. This variance will decrease as the year goes on.

Natural Expenses are 17% under budget, but there is some variation within the different expense
areas:

e Salaries and Benefits expenses are underbudget by $33K due to a delay in getting the
final payroll expenses in for March 2022.

e General Office expenses under by $7K or 17% comprised primarily of the following:
o $9K positive variance in printing and postage due to not needing as much in Q1.
o ($2K) negative variance in professional liability insurance due to having a higher
premium than budgeted for.
o ($4K) negative variance in credit card fees due to more credit card donations than
expected.

e Technology expense is over budget by ($28K) or (101%) primarily due to the timing of
the quarterly CRM expense and the new prospect research tool expense.

e Professional Services expenses are under budget by $17K or 11% due primarily to the
monthly Yakkety Yak expense and monthly legal fees coming in lower than anticipated

for Q1.

e Advertising Expenses are under budget by $9K or 34% due to advertising expenses
coming in at a lower rate than expected.

e Meetings & Travel Expenses are under budget by $39K or 69% due to the March Board
meeting being moved from in-person to virtual.

e Management Fee is under by $23K or 38% due to the ABF receiving a credit from AAN
in Q1 that covered the cost one month of the management fee.

Statement of Financial Position

e The Foundation ended Q1 2022 with total assets of $18.9M, which includes:
o $2.1M in cash and short-term investments
o $5.9M in grants receivable
o $10.5M in long-term investments, of which 46% represents restricted
Endowments and Donor Advised Funds

e Liabilities are $5.7M
o $5.3M or 94% is in Grants Payable

e Net Assets total $13.2M
o $6.4M or 48% of net assets are restricted by donors
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Provided in the following pages are:
e Preliminary 2022 Q1 Income Statement

e Preliminary 2022 Q1 Functional Expense Report
e Preliminary 2022 Q1 Balance Sheet

Page 6



AMERICAN

BRAIN

FOUNDATION

REVENUE

GRANTS & GIFTS RAISED
AANI Support Grant
Unrestricted
Funds Raised for Future Years - Research
Funds Raised for Future Years - Awards

Funds Raised for Future Years - Public Awareness

Funds Raised for Commitment to Cures
Total Funds Raised

GAAP ADJUSTMENT
Funds Raised for Future Years
Released from Restrictions
Total GAAP Adjustment

Net Operating Funds Available

OTHER REVENUE
Gift in Kind Revenue
Interest Revenue
Other Revenue

Total Revenue
EXPENSES

FUNDING EXPENSE
Grants & Expenses

NATURAL EXPENSES
Salaries & Benefits
General Office
Technology
Professional Services
Advertising
Meetings & Travel
Depreciation
Management Fee

Total Natural Expenses

OTHER EXPENSES
Gift in Kind Expense

Total Expense

Net Operating Increase (Decrease)

Long Term Investment Earnings

CHANGE IN UNRESTRICTED NET ASSET¢

American Brain Foundation
YTD Operating Statement

Mar 2022 YTD
2022 YTD Actuals to
Actuals to Budget 2021 YTD Actuals
Mar 2022 YTD Mar 2022 YTD Favorable Favorable Mar 2021 YTD Favorable
Actuals Budget (Unfavorable) (Unfavorable) Actuals (Unfavorable)
1,250,000 1,250,000 - 0% 1,250,000 -
207,360 297,264 (89,904) -30% 241,342 (33,982)
1,097,900 1,621,436 (523,536) -32% 2,047,115 (949,215)
1,532 - 1,532 8,000 (6,468)
2,250 27,500 (25,250) -92% 3,798 (1,548)
193,500 235,000 (41,500) -18% 91,628 101,872
2,752,542 3,431,200 (678,659) -20% 3,550,254 (797,712)
(1,295,182) (1,883,936) (588,754) 31% (2,150,540) (855,358)
5,338,934 2,950,000 2,388,934 81% 1,408,040 3,930,894
4,043,753 1,066,064 2,977,689 279% (742,500) 4,786,253
6,796,294 4,497,264 2,299,030 51% 2,807,754 3,988,540
- - - 75,880 (75,880)
582 975 (393) -40% 1,091 (510)
705 - 705 485 221
6,797,582 4,498,239 2,299,342 51% 2,885,210 3,912,371
4,955,000 2,800,000 (2,155,000) -77% 1,446,000 (3,509,000)
200,992 234,626 33,634 14% 221,103 20,112
36,099 43,740 7,641 17% 16,337 (19,762)
55,970 27,800 (28,170) -101% 100,259 44,288
139,775 157,066 17,291 11% 124,752 (15,023)
18,688 28,389 9,701 34% 23,446 4,758
17,598 56,260 38,662 69% 1,250 (16,348)
9,337 9,336 (1) 0% 9,337 -
38,000 61,446 23,446 38% 57,000 19,000
516,460 618,663 102,203 17% 553,484 37,024
- - - 0% 75,880 75,880
5,471,460 3,418,663 (2,052,797) -60% 2,075,364 (3,396,096)
1,326,122 1,079,577 246,545 23% 809,846 516,276
(361,817) - (361,817) 407,428 (769,245)
964,305 1,079,577 (115,272) -11% 1,217,274 (252,969)
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American Brain Foundation
Functional Expenses and Ratios
For the Three Months Ending

March 31st 2022
2022 2021 Management 2022 2021 Fundraising 2022 2021 Programming
Management Management Variance Fundraising Fundraising Variance Programming Programming Variance
EXPENSES
Salaries and Benefits 200,992 80,955 (120,037) - 54,431 54,431 - 85,717 85,717
General Office 19,479 11,350 (8,129) 14,651 6,949 (7,703) 3,857 119 $ (3,738)
Software and Maintenance 30,267 75,825 45,558 11,707 17,871 6,163 12,108 4,949 $ (7,159)
Professional Fees 44,395 16,007 (28,388) 22,485 28,309 5,824 91,583 103,416 11,833
Management and Service Fees 38,000 19,886 (18,114) - 14,396 14,396 - 22,718 22,718
Meeting and Travel 14 1,079 1,065 8,259 18 (8,241) 9,325 153 $ (9,172)
Grants and Awards - - - - - - 4,955,000 1,446,000 $  (3,509,000)
Depreciation - - - - - - 9,337 9,337 -
Interest Expense - - - - - - - - -
Total Natural Expenses $333,147 $205,103 ($128,044) $57,103 $121,973 $64,870 $5,081,210 $1,672,409 ($3,408,801)
Professional Fees - - - - - - 37,940 37,940
Grants and Awards - - - - - - - - -
Total Gift In Kind Expenses
Total Expenses $333,147 $205,103 ($128,044) $57,103 $121,973 $64,870 $5,081,210 $1,710,349 ($3,370,861)
Management Fundraising Programming
2022 YTD Actuals 6.1% 1.0% 92.9%
2022 Goal 7.0% 8.0% 85.0%
2021 YTD Actuals 10.1% 6.0% 83.9%
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AMERICAN

BRAIN

FOUNDATION

ASSETS
CURRENT ASSETS

Cash and Cash Equivalents
Short-Term Investments
Grants and Gifts Receivable
Accounts Receivable
Prepaid Expenses

Total Current Assets

FIXED ASSETS

ABF Website
Accumulated Depreciation
Total Fixed Assets

LONG-TERM ASSETS

Investments - Reserves
Grants and Gifts Receivable
Total Long-Term Assets

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Grants Payable
Deferred Revenue

Total Current Liabilities

LONG-TERM LIABILITIES
Grants Payable
Total Long-Term Liabilities

NET ASSETS

Unrestricted Net Assets
Restricted Net Assets
Total Net Assets

Total Liabilites and Net Assets

Created on: 04/26/2022

American Brain Foundation
Statement of Financial Position
As of March 31, 2022

Year To Date

Year To Date

03/31/2022 03/31/2021 Net Change
744,525.59 598,362.89 146,162.70
1,418,684.41 2,351,712.74 (933,028.33)
2,838,900.47 3,573,488.07 (734,587.60)
291,760.29 8,239.00 283,521.29
32,699.03 20,779.63 11,919.40
5,326,569.79 6,552,582.33  (1,226,012.54)
213,044.75 223,769.75 (10,725.00)
(209,932.53) (183,308.49) (26,624.04)
3,112.22 20,461.26 (37,349.04)
10,556,871.97 9,596,075.79 960,796.18
3,064,005.69 3,102,064.92 (38,059.23)
13,620,877.66 _ 12,608,140.71 922,736.95

18,950,559.67

19,291,184.30

(340,624.63)

297,618.49 78,738.36 218,880.13
2,031,091.24 2,444,461.76 (413,370.52)
43,650.00 19,628.00 24,022.00
2,372,359.73 2,542,828.12 (170,468.39)
3,361,836.00 211,455.00 3,150,381.00
3,361,836.00 211,455.00 3,150,381.00
6,808,979.07 6,254,948.90 554,030.17
6,407,384.87 10,281,952.28 (3,874,567.41)

13,216,363.94

16,536,901.18

(3,320,537.24)

18,950,559.67

19,291,184.30

(340,624.63)
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Development Report

2022, Q1
RESTRICTED Jan-Mar 2022 2022 Goal Percent to Goal
Next Generation Research Grants $ 1,065,800
Foundations & Corporations
Individual Donors $ 270
Grant Admin
Next Generation Subtotal $ 1,066,070
Cure One, Cure Many
LBD - Individual Donors $ 4,159
LBD - Corp/Fdn $ 4,050
Goadsby - Individual Donors
Goadsby - Corp/Fdn
Health Disparities - Individual Donors
Health Disparities - Corp/Fdn
COVID & the Brain - Individual Donors
COVID & the Brain - Corp/Fdn
Neuroinflammation - Individual Donors
Neuroinflammation - Corp/Fdn
Grant Admin
Cure One, Cure Many Subtotal $ 8,209
Other Restricted
Foundations & Corporations $ 93
Major Donors $ 14,253
Annual Fund $ 9,275
Other Restricted Subtotal $ 23,621
RESTRICTED SUBTOTAL $ 1,097,900 6,793,324 16%
UNRESTRICTED
AAN 1,250,000
Annual Fund 84,569
2021 Commitment to Cures $214,036
Major Donors $ 93,226
Core Support (10% Policy) $ 7,878
Foundations & Corporations $ 1,282
UNRESTRICTED SUBTOTAL $ 1,650,991 2,413,508 68%
GRAND TOTAL $ 2,748,891 9,206,832 30%
PLANNED GIFTS
*The timing of the payment of Planned
Gifts is unknown. Gifts are revocable and| $ 395,000

do not count towards the bottom line
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AMERICAN

BRAIN

FOUNDATION

To: ABF Board of Directors

From: Shari L. Farber, CPA, MBA, Chair, Joint Audit Committee
Kevin C. Myren, CPA, Chief Financial Officer

Date: May 13%, 2022

Subject: Audit Committee Report

The Joint Audit Committee of the American Academy of Neurology (AAN), American Academy
of Neurology Institute (AANI), and the American Brain Foundation (ABF) met on April 19,
2022. 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 as prepared the Consolidated Financial Statements of the American Brain Foundation
for year ended December 31, 2021, and further recommended that the reports be provided to the
Board of Directors for acceptance. The agenda for this meeting also included review and
approval of the audit firm for the 2022 audit. The committee voted and confirmed the continuing
use of CLA as the audit partner for the 2022 audit.

The Audit committee is charged with review of the financial practices of the ABF. We retain an
outside auditor independent of ABF staff to carry out this review on behalf of the Board of
Directors. Management is responsible for the financial statements and the financial reporting
process, including the system of internal control. The auditors are responsible for expressing an
opinion on the conformity of the financial statements in accordance 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
auditors their independence from management and organization.

Clifton Larson Allen 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 auditors noting in their report an unmodified opinion (the highest
opinion a company may receive). No problems were encountered during the audit, and no
material weaknesses and no significant deficiencies were noted.
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FY2021 Audit Results




Scope of Services

Audit Scope Deliverables

Audited financial statements for the years
ended December 31, 2021 and 2020

Audited financial statements for the year
ending December 31, 2021

Other Deliverables:

e Governance communication
¢ Internal control letter
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e Comparative financial statements
* No new accounting standards adopted

e Unmodified opinion which is the highest level of
assurance a CPA firm can provide

¢ Includes disclaimer of opinion on any financial
information included in published annual reports

* Total assets increased over $3.0 million primarily
driven by increases to funds held with others due
to market appreciation in 2021 (+$2.4 million)
and increases to grants receivable (+$720k)

* Total liabilities increased over $251k primarily due
to increase to total grants payable of $282k, offset
by modest declines to other liabilities

* Net assets — increase of $2.8 million from prior
year, with ending balances over $16.5 million
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eTotal operating support and revenue up 11.7% or $751k eAllocations of expenses by function (excluding in-kinds)
eGrants and gifts up $381k ©72.4% Program, 12.2% Admin, 15.4% Fundraising in 2021
eOperating investment income up $332k ©66.8% Program, 14.7% Admin, 18.5% Fundraising in 2020
eTotal nonoperating investment income increased $327k with
improved market conditions, contributing to positive bottom line eFootnote changes:

eNote 1 — Reclassifications — investment breakouts
eTotal operating expenses up 9.7% or $447k to FY2020

eTotal salaries and wages flat to prior year eKey footnotes:

eGrants expense up $269k eNote 2 — Liquidity
eProfessional services expense up $343k eNote 3 — Grants receivable
eIncreases offset by decreases to management fees and meeting eNote 7 — Grants payable

expenses, down $144k and 64k, respectively eNote 8 — Net assets with donor restrictions

eBottom line change in net assets of $2.8 million, with $934,210 surplus
in net assets without restrictions and $1,865,186 surplus in net assets
with donor restrictions
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e Purpose is to provide an
update on the audit since
the planning meeting

* No changes in scope of
audit

e No new standards

e Estimates present in
financial statements

e Useful lives of fixed
assets

¢ Allowance and discounts

¢ Valuation of funds held
with others

e Valuation of in-kinds
e Functional allocations

e \We are comfortable with
management’s estimates

e No difficulties
encountered

e No disagreements
encountered

¢ No other findings to
report

e No audit adjustments
* No passed adjustments

e Management
representation letter will
be signed at conclusion
of engagement with
committee approval

Page 16

©2021 CliftonLarsonAllen LLP



Internal Control Matters

Purpose

Material Weakness

Significant Deficiencies

Restricted Use

Results

Express an opinion on the financial statements, not on the effectiveness of internal controls.

Our consideration of internal controls was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore material weaknesses or
significant deficiencies may exist that were not identified. 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.

Reasonable possibility that a material misstatement would not be prevented or detected and
corrected on a timely basis.

Less significant than a material weakness, yet important enough to merit the attention of
governance.

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

No Material Weaknesses or Significant Deficiencies identified

Best practice recommendations: Formalize process for documenting vendor change callback in
internal control procedures with new general ledger software implementation
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Benchmarking

Data pulled from CauselQ from 2020-2021

Includes approximately 100 public foundations, 501(c)(3)
entities, with disease, health, and research missions

Total assets from $15-S20 million

Total revenue of $5-S10 million
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Functional Expense Categories
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Expenses as a Percent of Total Expense
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Investments as a Percent of Assets
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Net Asset Categories
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Fundraising Efficiency — Contributions per
Expense

. The fundraising efficiency ratio is a KPI

used by not-for-profit organizations to
measure how efficient the organization is
10.89 at raising money.

It is calculated by dividing the

10.00

Excludes in-kind contributions and
expense

8.00

6.00
ABF 2017 ABF 2018 ABF 2019 ABF 2020 ABF 2021

Page 24

contributions by the fundraising expenses.

©2021 CliftonLarsonAllen LLP



Sarah Reichling, CPA

Principal
Sarah.Reichling@claconnect.com
612-397-3066

Mike Hinsch, CPA, MBA
Manager
Michael.Hinsch@claconnect.com

612-376-4504
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https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla

Joint Audit Committee
American Brain Foundation
Minneapolis, Minnesota

We have audited the financial statements of American Brain Foundation (ABF) as of and for the year
ended December 31, 2021, and have issued our report thereon dated April 19, 2022. 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 in our engagement agreement dated July 26, 2021. Professional standards also require that we
communicate to you the following information related to our audit.

Significant audit findings or issues
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 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
2021.

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:

o Present value of long-term pledges receivable
e Valuation of funds held with others
e 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. There were no particularly sensitive financial statement disclosures.

The financial statement disclosures are neutral, consistent, and clear.
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Significant unusual transactions
We identified no significant unusual transactions.

Difficulties encountered in performing the audit

We encountered no significant 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 communication, a disagreement with-management is a disagreement on 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 19, 2022.

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 entity’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. We were informed by management that there
were no 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 entity’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our engagement.
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Other information included in annual reports

Other information (financial or nonfinancial information other than the financial statements and our
auditors’ report thereon) is being included in your annual report. Our responsibility for other information
included in your annual report does not extend beyond the financial information identified in our opinion
on the financial statements. We have no responsibility for determining whether such other information is
properly stated and do not have an obligation to perform any procedures to corroborate other information
contained in your annual report. We are required by professional standards to read the other information
included in your annual report and consider whether a material inconsistency exists between the other
information and the financial statements because the credibility of the financial statements and our
auditors’ report thereon may be undermined by material inconsistencies between the audited financial
statements and other information. If, based on the work performed, we conclude that an uncorrected
material misstatement of the other information exits, we are required to describe it in our report. Our
auditors’ report on the financial statements includes a separate section, “Other Information,” which states
we do not express an opinion or any form of assurance on the other information included in the annual
report. We did not identify any material inconsistencies between the other information and the audited
financial statements.

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. You are
responsible to provide us the opportunity to review such documents before issuance.

* %k %

This communication is intended solely for the information and use of the joint audit committee and
management of 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 19, 2022
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Audit Committee and Management
American Brain Foundation
Minneapolis, Minnesota

In planning and performing our audit of the financial statements of the American Brain Foundation
(ABF) as of and for the year ended December 31, 2021, in accordance with auditing standards
generally accepted in the United States of America, we considered the ABF’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 ABF’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the ABF’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 ABF’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.

This communication is intended solely for the information and use of management, the audit committee,
and others within 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 19, 2022
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
American Brain Foundation
Minneapolis, Minnesota

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements’ of American Brain Foundation (the
Foundation) which comprise the statements of financial position as of December 31, 2021 and 2020,
and the related statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the financial statements.

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, 2021 and 2020, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of American Brain Foundation and to meet our other ethical responsibilities in accordance
with the relevant ethical requirements relating to our audits. 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 American Brain Foundation's
ability to continue as a going concern for one year after the date the financial statements are available
to be issued.

(1)
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Auditors’ 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 auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, 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 American Brain Foundation’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 American Brain Foundation’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

)
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Other Information Included in the Annual Report

Management is responsible for the other information included in the annual report. The other
information comprises the grant expense and total funds raised but does not include the financial
statements and our auditors’ report thereon. Our opinion on the financial statements does not cover the
other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
financial statements, or the other information otherwise appears to be materially misstated. If, based on
the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

CliftonLarsonAllen LLP

Minneapolis, Minnesota
April 19, 2022
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AMERICAN BRAIN FOUNDATION
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2021 AND 2020

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Grants and Gifts Receivable
Accounts Receivable
Other Assets
Total Current Assets

EQUIPMENT, NET

OTHER LONG-TERM ASSETS
Funds Held with Others
Grants and Gifts Receivable, Net of Current Portion
Total Other Long-Term Assets

Total Assets
LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses
Grants Payable
Related Party Payable
Total Current Liabilities

LONG-TERM LIABILITIES
Grants Payable, Net of Current Portion
Refundable Advances
Total Long-Term Liabilities

Total Liabilities
NET ASSETS
Without Donor Restrictions:
Undesignated
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

4)

2021 2020
$ 2,671,907 $ 2,790,213
1,679,726 1,389,925
66,746 30,280
38,631 23,044
4,457,010 4,233,462
12,450 49,799
11,230,468 8,796,078
2,478,300 2,048,437
13,708,768 10,844,515
$ 18,178,228 $ 15127776
$ 32,352 $ 65,013
1,151,508 1,105,296
121,991 123,534
1,305,851 1,293,843
341,419 105,621
4,250 1,000
345,669 106,621
1,651,520 1,400,464
5,880,256 4,946,046
10,646,452 8,781,266
16,526,708 13,727,312
$ 18,178,228 $ 15127776
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AMERICAN BRAIN FOUNDATION
STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2021

SUPPORT AND REVENUE
Grants and Gifts
In-Kind Contributions
Investment Income
Other Revenue
Net Assets Released from Restrictions
Total Support and Revenue

EXPENSE
Program Expenses
Support Services:
Development
General and Administrative
Total Support Services

Total Expense

TOTAL CHANGES IN NET ASSETS BEFORE
NONOPERATING INVESTMENT INCOME

Nonoperating Investment Income
TOTAL CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

®)

Without Donor With Donor
Restrictions Restrictions Total
$ 2,296,842 $ 3,766,290 $ 6,063,132
473,575 - 473,575
3,481 630,893 634,374
485 - 485
2,531,997 (2,531,997) -
5,306,380 1,865,186 7,171,566
3,429,737 - 3,429,737
902,316 - 902,316
702,957 - 702,957
1,605,273 - 1,605,273
5,035,010 - 5,035,010
271,370 1,865,186 2,136,556
662,840 - 662,840
934,210 1,865,186 2,799,396
4,946,046 8,781,266 13,727,312
$ 5,880,256 $ 10,646,452 $ 16,526,708
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AMERICAN BRAIN FOUNDATION
STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2020

SUPPORT AND REVENUE
Grants and Gifts
In-Kind Contributions
Investment Income
Other Revenue
Net Assets Released from Restrictions
Total Support and Revenue

EXPENSE
Program Expenses
Support Services:
Development
General and Administrative
Total Support Services

Total Expense

TOTAL CHANGES IN NET ASSETS BEFORE
NONOPERATING INVESTMENT INCOME

Nonoperating Investment Income
TOTAL CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

Without Donor With Donor
Restrictions Restrictions Total
$ 2,532,847 $ 3,148,760 $ 5,681,607
436,229 - 436,229
14,573 287,019 301,592
1,216 - 1,216
2,275,812 (2,275,812) -
5,260,677 1,159,967 6,420,644
2,981,785 - 2,981,785
835,540 - 835,540
770,938 - 770,938
1,606,478 - 1,606,478
4,588,263 - 4,588,263
672,414 1,159,967 1,832,381
335,651 - 335,651
1,008,065 1,159,967 2,168,032
3,937,981 7,621,299 11,559,280
$ 4,946,046 $ 8,781,266 $ 13,727,312

(6)
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STATEMENT OF FUNCTIONAL EXPENSES

AMERICAN BRAIN FOUNDATION

YEAR ENDED DECEMBER 31, 2021

2021
Program
Research Research Public Total General and
Grants Awards Awareness Program Development Administrative Total
Salaries and Benefits $ 134,970 $ 40,776 $ 237,682 $ 413,428 $ 243,417 $ 423,516 1,080,361
General Office 897 437 3,500 4,834 77,858 28,302 110,994
Software and Maintenance 12,452 - 12,452 37,834 129,039 179,325
Professional Fees 1,674 1,000 501,321 503,995 143,714 46,854 694,563
Management and Service Fees 28,763 4,764 45,346 78,873 44,589 71,652 195,114
Meeting and Travel 135 4,363 4,498 9,604 3,594 17,696
Grants and Awards 2,069,813 176,220 - 2,246,033 - - 2,246,033
Depreciation - - 37,349 37,349 - - 37,349
Subtotal 2,248,704 223,197 829,561 3,301,462 557,016 702,957 4,561,435
In-Kind:
Professional Fees - - 128,275 128,275 345,300 - 473,575
Total Expenses $ 2,248,704 $ 223,197 $ 957,836 $ 3,429,737 $ 902,316 $ 702,957 5,035,010
See accompanying Notes to Financial Statements.
(7)
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AMERICAN BRAIN FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2020

2020
Program
Research Research Public Total General and
Grants Awards Awareness Program Development Administrative Total
Salaries and Benefits $ 101,275 $ 56,014 $ 235,043 $ 392,332 $ 311,313 $ 390,588 $ 1,094,233
General Office 1,166 84 6,012 7,262 55,159 23,652 86,073
Software and Maintenance 11,877 - 336 12,213 36,184 133,612 182,009
Professional Fees 4,750 2,220 177,855 184,825 105,800 60,202 350,827
Management and Service Fees 29,842 18,578 75,154 123,574 96,695 118,731 339,000
Meeting and Travel 734 433 33,882 35,049 3,814 43,383 82,246
Grants and Awards 1,790,253 186,352 - 1,976,605 - - 1,976,605
Depreciation - - 40,271 40,271 - - 40,271
Other Expenses - - - - - 770 770
Subtotal 1,939,897 263,681 568,553 2,772,131 608,965 770,938 4,152,034
In-Kind:
Professional Fees 17,805 - 191,849 209,654 219,694 - 429,348
Grants and Awards - - - - 6,881 - 6,881
Subtotal 17,805 - 191,849 209,654 226,575 - 436,229
Total Expenses $ 1,957,702 $ 263,681 $ 760,402 $ 2,981,785 $ 835,540 $ 770,938 $ 4,588,263
See accompanying Notes to Financial Statements.
(8)

Page 39



AMERICAN BRAIN FOUNDATION
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in Net Assets
Adjustments to Reconcile Changes in Net Assets to Net
Cash Provided (Used) by Operating Activities:
Depreciation
Contributions to be Held in Perpetuity
Changes in Funds Held With Others
(Increase) Decrease in Current Assets:
Grants and Gifts Receivable
Accounts Receivable
Other Assets
Increase (Decrease) in Liabilities:
Accounts Payable and Accrued Expenses
Grants Payable
Refundable Advances
Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Contributions to be Held in Perpetuity

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Financial Statements.

©)

2021 2020

$ 2,799,396 $ 2,168,032
37,349 40,271
(380,695) (78,271)
(2,434,390) (622,670)
(719,664) (1,111,026)
(36,466) 54,335
(15,587) 18,552
(34,204) 27,248
282,010 (266,978)
3,250 (5,450)
(499,001) 224,043
380,695 78,271
(118,306) 302,314
2,790,213 2,487,899

$ 2,671,907 $ 2,790,213
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NOTE 1

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

The American Brain Foundation (ABF) is a nonprofit 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 ABF and changes therein are classified and
reported as follows:

Net Assets Without Donor Restrictions — Net assets that are not subject to donor-
imposed restrictions and may be expended for any purpose in supporting the mission of
ABF.

Net Assets With Donor Restrictions — Net assets subject to stipulations imposed by
donors, and grantors. Some donor restrictions.are temporary in nature; those restrictions
will be met by actions of ABF or by the passage of time. Other donor restrictions are
perpetual in nature, where by the donor has stipulated the funds be maintained in
perpetuity. Donor-restricted contributions. are reported as increases in net assets with
donor restrictions. When a restriction expires, net assets are reclassified from net assets
with donor restrictions to<net assets without donor restrictions in the statements of
activities.

Cash and Cash Equivalents

ABF considers all highly liquid investments with an initial maturity of 12 months or less to be
cash and cash equivalents. ABF maintains cash in bank accounts which, at times, may
exceed federally insured limits. ABF has not experienced any losses in such accounts.

Receivables

Accounts, grants, and gifts receivables are stated at net realizable value. Accordingly, ABF
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. ABF had no allowance recorded at December 31, 2021
and 2020.

Equipment

Equipment is recorded at original cost. Additions, improvements, or major renewals at or
over $2,000 are capitalized. Any gains or losses on property and equipment retirement are
included in the current year operations.

(10)
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NOTE 1

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Equipment (Continued)

Depreciation is computed using the straight-line method at rates based on estimated service
lives as follows:

Software 3 Years
Video Content 3 Years
Website Enhancements 5 Years

Funds Held With Others

Funds held with others are made up of reserved investments held at the American Academy
of Neurology Institute (Academy) for purposes of earning long-term investment income.
These funds are pooled with the investments at the American Academy of Neurology
Institute. ABF has two board members that serve on a joint investment committee that
oversees and monitors the investment poold ABE has the ability to liquidate their
investments at any time subject to the 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 one. limited partnership that is a diversified fund
of hedge funds, reported at the estimated fair value of ABF’s share of the fund, calculated
daily or 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 support with donor restrictions or without
donor restrictions, 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 ABF
that is, in substance, unconditional. Conditional promises to give—that is, those with a
measurable performance or other barrier and a right of return—are recorded when the
conditions upon which they depend have been met. Until that time, they are reported on the
statement of financial position as a refundable advance.

Consequently, at December 31, 2021, conditional contributions approximating $4.1 million,
have not been recognized in the accompanying statement of activities. Of the total
conditional contributions, all amounts represent agreements that are conditioned upon the
selection of a grant recipient in conjunction with a research committee of an outside
organization.

(11)
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NOTE 1

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value Measurement

ABF 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, ABF 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.

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 donated goods and
services, primarily advertising in AAN publications, at a value of $473,575 and $436,229,
respectively, for the years ended December 31, 2021 and 2020.

Allocation of Expenses

ABF’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.

(12)
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NOTE 1

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

ABF is organized and operates on a nonprofit basis and its tax-exempt status has been
recognized by the Internal Revenue Service under Section 501(c)(3). ABF is classified as an
organization which is not private foundations under the Internal Revenue Code (IRC) and
charitable contributions by donors are tax deductible. ABF is subject to unrelated business
income taxes under the IRC for federal and state tax purposes.

ABF follows the provisions of Financial Accounting Standards Board (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.
ABF does not believe its financial statements include any uncertain tax positions. ABF’s tax
returns are subject to review and examination by federal authorities.

Other Concentrations

ABF also has a potential credit risk in contributions receivable since the balance is due from
a limited number of grantors and donors. For the year ending December 31, 2021, 65% of
the total grants and gifts receivable balance was due from two grantors.

For the year ending December 31, 2021, 49% to total grants and gifts revenue was from two
grantors.

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.

Reclassifications

Certain reclassifications have been made to the prior year financial statements to conform to
the current year presentation. The reclassifications had no effect on the change in net
assets or the total net assets as previously reported.

Subsequent Events

In preparing these financial statements, ABF has evaluated events and transactions for
potential recognition or disclosure through April 19, 2022, the date the financial statements
were available to be issued.

(13)
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AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 2 AVAILABILITY AND LIQUIDITY

NOTE 3

As part of ABF’s liquidity plan, excess cash is invested in short-term investments, including
money market accounts and certificates of deposit. ABF’s investment policy establishes a
target of holding 40% of the subsequent year’s budget in liquid investments. Holding liquid
investments in excess of the target is at the discretion of the board of directors and excess
balances may be moved to long-term investments. As of December 31, liquid investments
held by ABF were as follows:

2021 2020
Cash and Cash Equivalents $ 2,671,907 $ 2,790,213
Succeeding Year's Budget 5,688,957 4,971,777
Liquid Investments Reserve Percentage 40% 40%
Required Reserve 2,275,583 1,988,711
Excess Reserve $ 396,324 $ 801,502

ABF’s Operating Reserve Policy establishes a.net assets without donor restrictions reserve
equal to 75% of average of the last two years actual expenses and succeeding years
operating budget excluding any grants with donor restrictions and noncash items. The
reserve is reported annually to the board of directors. ABF’s December 31, 2021 and 2020
net assets without donor restrictions reserves were $5,880,256 and $4,946,046 respectively.
The reserve requirements were $1,752,821 and $1,698,767 indicating that ABF met the
reserve policy requirements in 2021 and 2020, respectively.

ABF held the following financial assets that are available within one year for general
expenditures as follows:

2021 2020
Cash and Cash Equivalents $ 653,804 $ 199,592
Accounts Receivable (to be Received within 12 Months) 1,746,472 1,420,205
Short-Term Investments (CDs) 2,018,103 2,590,621
Funds Held by Others (Available within 12 Months) 8,279,953 6,226,258
Donor Restricted Dollars (5,217,638) (4,117,521)
Total Financial Assets $ 7,480,694 $ 6,319,155
GIFTS AND GRANTS RECEIVABLE
Grants and gifts receivable at December 31 are as follows:
2021 2020
Less than One Year $ 1,679,726 $ 1,389,925
One to Five Years 2,521,419 2,099,625
Total 4,201,145 3,489,550
Less: Discount to Present Value (43,119) (51,188)
Net Contributions Receivable $ 4,158,026 $ 3,438,362
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AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 3 GIFTS AND GRANTS RECEIVABLE (CONTINUED)

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

2021 2020
Current $ 1,679,726 $ 1,389,925
Long Term 2,478,300 2,048,437
Total $ 4158,026 $ 3438362

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 0.4% to
2.5%.

NOTE4 EQUIPMENT

Equipment consists of the following at December 31:

2021 2020
Software and Website $ 213,045 $ 223,770
Less: Accumulated Depreciation (200,595) (173,971)
Net Software and Website $ 12,450 $ 49,799

NOTES5 FUNDS HELD WITH OTHERS

The investments of ABF 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. ABF does not own.specific underlying investments within the investment pool. The
custodian has allocated investments based on percentage held by ABF as follows at
December 31:

2021 2020
Reserves:

Fixed Income $ 2,058,554 $ 1,971,182
Non-US Equities 2,450,809 1,824,157
US Equities 4,563,521 3,666,537
Alternatives - 615,662
Funds of Hedge Funds 1,272,568 716,053
Cash and Cash Equivalents 885,016 2,487

Total Investments $ 11,230,468 $ 8,796,078

Investments in the corporate bond funds, money market mutual funds, equity securities, and
equity funds are recorded at fair market value. The funds of hedge funds are recorded at the
estimated fair value of ABF’s share of the fund, calculated monthly by the custodian.
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NOTE 5

NOTE 6

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

FUNDS HELD WITH OTHERS (CONTINUED)

ABF’s share of the investment income on the funds held with others consists of the following
at December 31:

2021 2020
Interest and Dividends $ 437,891 $ 219,072
Realized Gains on Investments 2,460,526 -
Unrealized Gains (Loss) on Investments (1,604,778) 403,598
Total Investment Income $ 1,293,639 $ 622,670

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

FAIR VALUE MEASUREMENTS

ABF uses fair value measurements to record fair. value adjustments to certain investments
and to determine fair value disclosures. For additional information on how ABF measures
fair value refer to Note 1 — Summary of Significant Accounting Policies.

In determining the appropriate levels, ABF 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 tables present the balances of assets measured at fair value on a recurring
basis by level within the hierarchy at December 31:

2021
Level 1 Level 2 Level 3 Fair Value
Funds Held With Others:
Investment Pool Held with Others $ - $ 11,230,468 $ - $ 11,230,468
Total Fair Value $ - $ 11,230,468 $ - $ 11,230,468
2020
Level 1 Level 2 Level 3 Fair Value
Funds Held With Others:
Investment Pool Held with Others ) - $ 8,796,078 $ - $ 8,796,078
Total Fair Value $ - $ 8,796,078 $ - $ 8,796,078
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AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE7 GRANTS PAYABLE

Grants payable include the following at December 31:

2021 2020
Current Portion of Grants Payable $ 1,151,508 $ 1,105,296
Long-Term Portion of Grants Payable 341,419 105,621
Net Grants Payable $ 1,492,927 $ 1,210,917
Amounts Due:
One Year or Less $ 1,151,508 $ 1,105,296
One to Five Years 346,667 105,834
Discount to Present Value (5,248) (213)
Net Grants Payable $ 1,492,927 $ 1,210,917

Grants expected to be paid beyond one year are reflected at the present value of future
cash flows using a discount rate of approximately 0.7% to 1.0%.
NOTE 8 NET ASSETS WITH DONOR RESTRICTIONS

ABF net assets that are restricted by donors until actions of ABF or the passage of time as
of December 31:

2021 2020
Education, Research, and Award Funds $ 7,612,605 $ 6,064,402
Operational Support - 38,963
Annual Meeting and Public Awareness Programs 83,333 108,082
Total $ 7,695,938 $ 6,211,447

ABF net assets that the donor has stipulated the funds be maintained in perpetuity as of
December 31:

2021 2020
Research Endowments:
General Research $ 554,823 $ 554,088
Alzheimer's/Dementia 60,000 60,000
Epilepsy 120,970 120,970
Multiple Sclerosis 384,269 384,269
Subtotal 1,120,062 1,119,327
Awards 1,830,452 1,450,492
Total $ 2950514 $ 2,569,819

Net assets restricted by donors due to time or purpose, in addition with perpetual
restrictions, totaled $10,646,452 and $8,781,266 as of December 31, 2021 and 2020,
respectively.
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NOTE 9

NOTE 10

AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

DONOR-RESTRICTED NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from donor restrictions by ABF incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors as follows at
December 31:

2021 2020
Research Grants $ 2,158,126 $ 1,833,516
Awards 177,104 184,242
Public Awareness 62,804 146,551
Operational Support 133,963 111,503
Total $ 2,531,997 $ 2,275,812

ENDOWMENT

ABF’s donor-restricted endowment consists of 28 individual funds established to support
research and awards and, as required by accounting principles generally accepted in the
United States of America, 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 ABF 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, ABF classifies as net assets
with donor restrictions (a) the original value of gifts donated to the perpetual endowment,
(b) the original value of subsequent gifts to the perpetual endowment, and (c) accumulations
to the perpetual endowment made in accordance with the direction of the applicable donor
gift instrument at the time the accumulation is added to the fund.

ABF considers the following factors when making a determination to appropriate or
accumulate donor-restricted funds:

The duration and preservation of the fund

The purposes of ABF and the donor-restricted endowment fund

General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of ABF

The investment policies of ABF

Nogakwd =~

ABF 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.
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AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 10 ENDOWMENT (CONTINUED)

Actual returns in any given year may vary from this amount. To satisfy its long-term rate-of-
return objectives, ABF 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). ABF targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term objective within prudent
risk constraints.

ABF has a policy of appropriating for distribution each year 5% of its endowment fund’s
moving average fair value over the prior 12 quarters through the calendar year-end
preceding the fiscal year in which the distribution is planned. In establishing this policy, ABF
considered the long-term expected return on its endowment. Accordingly, over the long-
term, ABF 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 ABF’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 the Uniform Prudent Management of Institutional Funds Act (UPMIFA) requires
ABF to retain as a fund of perpetual duration. Funds with such deficiencies were included in
net assets with donor restrictions. These deficiencies, which ABF believes are temporary,
resulted from unfavorable market conditions. The board of directors determined that
continued appropriations was prudent. There are no funds that fall below the level that the
donor requires as of December 31, 2021.and 2020.

Changes in endowment net assets for the fiscal years ended December 31 consisted of

the following:
With Donor Restrictions
Purpose Perpetual Total
Balance - December 31, 2019 $ 1,292,476 $ 2,491,549 $ 3,784,025
Investment Income 269,623 - 269,623
Contributions - 78,271 78,271
Appropriation of Endowment Funds (103,084) - (103,084)
Balance - December 31, 2020 1,459,015 2,569,820 4,028,835
Investment Income 597,232 - 597,232
Contributions - 380,695 380,695
Appropriation of Endowment Funds (118,730) - (118,730)
Balance - December 31, 2021 $ 1,937,517 $ 2,950,515 $ 4,888,032
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AMERICAN BRAIN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

NOTE 11 RELATED PARTY TRANSACTIONS

All employees are employed by the American Academy of Neurology and then leased to
ABF. ABF pays all direct costs relating to employees and pays a management fee for
services which include: management oversight, human resources, finance, information
systems, and marketing. The total amount of services received from the Academy was as
follows for the years ended December 31:

2021 2020
Services Provided $ 195,115 $ 349,731
Leased Employees 1,076,000 1,094,234
Account Payable 121,991 123,533

ABF in 2021 and 2020 received grants of $1,250,00 and $1,500,000, respectively, from the
Academy in support of their operations.

ABF in 2021 and 2020 awarded grants to the Academy of $1,875,000 and $1,630,000,
respectively, to support clinical research training scholarships. ABF also provided support to
the Academy for various awards in 2021 and 2020 totaling $171,160 and $167,850,
respectively. As of December 31, 2021 and 2020, ABF had a payable to the Academy of
$1,336,251 and $1,099,585, respectively, related to these grants.
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