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INDEPENDENT AUDITORS’ REPORT 
 
To the Board of Directors of 
Arthritis National Research Foundation 
 
Opinion 
 
We have audited the accompanying financial statements of Arthritis National Research Foundation 
(a not-for-profit organization) (the “Foundation”), which comprise the statements of financial 
position as of March 31, 2024 and 2023, and the related statements of activities and changes in net 
assets, 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 the Foundation as of March 31, 2024 and 2023, 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 the 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 the 
Foundation’s ability to continue as a going concern within one year after the date that the financial 
statements are available to be issued. 
 



 

 

INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
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 the 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 the Foundation’s ability to continue as a going 
concern for a reasonable period of time. 

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

 

 
  HASKELL & WHITE LLP 
Irvine, California 
September 18, 2024 



ARTHRITIS NATIONAL RESEARCH FOUNDATION 
 

Statements of Financial Position 
As of March 31, 2024 and 2023 

 

See accompanying notes to the financial statements. 
3 

2024 2023

Current assets
Cash and cash equivalents 269,035$        535,468$        
Contributions receivable, current (Note 2) 128,820          30,000            
Investments (Note 4) 9,609,158       8,907,582       
Prepaid expenses 33,366            48,008            

.
Total current assets 10,040,379 9,521,058

Noncurrent assets
Contributions receivable, noncurrent, net (Note 2) 67,536            -                     
Operating lease right-of-use asset (Note 7) 68,215 124,813          
Property and equipment, net (Note 5) 14,247 30,576            
Other assets 8,847              8,847              

Total noncurrent assets 158,845 164,236

Total assets 10,199,224$   9,685,294$     

Current liabilities
Accounts payable and accrued expenses 155,260$        192,061$        
Operating lease liability, current (Note 7) 67,845            64,114            

Total current liabilities 223,105          256,175          

Noncurrent liabilities
Operating lease liability, noncurrent (Note 7) 11,710            79,554            

Total noncurrent liabilities 11,710            79,554            

Total liabilities 234,815          335,729          

Commitments and contingencies (Note 7)

Net assets
Without Donor Restrictions

Undesignated 9,515,419       8,998,411       
Board-designated 250,000          250,000          

Total without donor restrictions 9,765,419       9,248,411       

With Donor Restrictions (Note 6) 198,990 101,154          

Total net assets 9,964,409       9,349,565       

Total liabilities and net assets 10,199,224$   9,685,294$     

ASSETS

LIABILITIES AND NET ASSETS
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Revenues and other support

Contributions and bequests $ 2,890,032 $ 122,836        $ 3,012,868     
In-kind contributions 116,460 -                    116,460        
Net realized and unrealized gain on investments 1,415,513     -                    1,415,513     
Interest and dividends, net of investment 

and advisory fees of $27,769 154,274        -                    154,274        

Total revenues and other support 4,576,279     122,836        4,699,115     

Net assets released from restriction 25,000 (25,000)         -                    

Total revenues and other support 4,601,279     97,836          4,699,115     

Expenses

Program services
Research 2,908,902     -                    2,908,902     
Education 506,598        -                    506,598        

Total program services 3,415,500     -                    3,415,500     

Supporting activities
Management and general 356,905        -                    356,905        
Fundraising 311,866        -                    311,866        

Total supporting activities 668,771        -                    668,771        

Total expenses 4,084,271     -                    4,084,271     

Change in net assets 517,008        97,836          614,844        

Net Assets, beginning of year 9,248,411     101,154        9,349,565     

Net Assets, end of year $ 9,765,419 $ 198,990        $ 9,964,409     

With 

Restrictions Restrictions Total

Without

Donor Donor 
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Revenues and other support

Contributions and bequests $ 2,344,273     $ -                    $ 2,344,273      

In-kind contributions 109,636        -                    109,636         

Net realized and unrealized loss on investments (593,378)       -                    (593,378)        
Interest and dividends, net of investment 

and advisory fees of $24,844 153,861        -                    153,861         

Total revenues and other support 2,014,392     -                    2,014,392      

Net assets released from restriction 124,950        (124,950)       -                     

Total revenues and other support 2,139,342     (124,950)       2,014,392      

Expenses

Program services

Research 2,642,847     -                    2,642,847      

Education 406,209        -                    406,209         

Total program services 3,049,056     -                    3,049,056      

Supporting activities

Management and general 268,149        -                    268,149         

Fundraising 304,167        -                    304,167         

Total supporting activities 572,316        -                    572,316         

Total expenses 3,621,372     -                    3,621,372      

Change in net assets (1,482,030)    (124,950)       (1,606,980)     

Net Assets, beginning of year 10,730,441   226,104        10,956,545    

Net Assets, end of year $ 9,248,411     $ 101,154        $ 9,349,565      

Total

With 

Restrictions Restrictions

Without

Donor Donor 
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Management
and Total

Research Education Total General Fundraising Total Expenses

Research grants  $    2,375,000 -$                   2,375,000$    -$                   -$                   -$                   2,375,000$    
Salaries and wages           251,202           251,335 502,537                   120,663           231,499 352,162                   854,699 
Professional services             19,279             17,333 36,612                     131,647               3,414 135,061                   171,673 
Communication and outreach 64,391           66,553           130,944         15,411           20,475           35,886                     166,830 
Office expenses             26,502             27,664 54,166                       11,728               7,064 18,792                       72,958 
Payroll taxes             20,904             20,904 41,808                         9,921             19,133 29,054                       70,862 
Office rent             25,674             25,674 51,348                         6,418               6,418 12,836                       64,184 
Meetings, retreats and travel             30,519             24,097 54,616                         4,073               4,135 8,208                         62,824 
Research communication and support             40,032               5,272 45,304                         5,300                       - 5,300                         50,604 
Health insurance             14,331             14,331 28,662                         9,051               9,428 18,479                       47,141 
Insurance             14,990             14,990 29,980                         3,675               3,747 7,422                         37,402 
Depreciation and amortization -                     -                     -                     16,329           -                     16,329                       16,329 
Printing               5,580               6,989 12,569                         1,286               1,176 2,462                         15,031 
Bank and credit card fees               4,996               4,996 9,992                           1,249               1,249 2,498                         12,490 
Miscellaneous               1,616               2,145 3,761                           7,737                  542 8,279                         12,040 
Telephone and internet               1,731               2,169 3,900                           7,101                  403 7,504                         11,404 
401(k) plan contribution               4,070               4,070 8,140                           1,776               1,007 2,783                         10,923 
State registrations and licenses               4,349               4,349 8,698                           1,107               1,087 2,194                         10,892 
Special events                       -               9,993 9,993                                   -                       - -                                   9,993 
Payroll processing fees               2,915               2,915 5,830                              846                  729 1,575                           7,405 
Postage                  821                  819 1,640                           1,587                  360 1,947                           3,587 

Total expenses 2,908,902$    506,598$       3,415,500$    356,905$       311,866$       668,771$       4,084,271$    

Program Services Supporting Activities
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Management
and Total

Research Education Total General Fundraising Total Expenses

Research grants, net of $12,698 of 
grant funds returned  $    2,162,302 -$                   2,162,302$    -$                   -$                   -$                   2,162,302$    

Salaries and wages           210,548           203,773 414,321                     98,370 215,890         314,260                   728,581 
Communication and outreach 56,871           56,915           113,786                     13,820 13,741           27,561                     141,347 
Professional services             12,513             12,513 25,026                       83,204 2,105             85,309                     110,335 
Meetings, retreats and travel             51,457             20,019 71,476                         7,552 7,010             14,562                       86,038 
Office expenses             22,666             22,555 45,221                       12,542 9,746             22,288                       67,509 
Office rent             24,952             24,952 49,904                         6,239 6,239             12,478                       62,382 
Payroll taxes             13,455             12,858 26,313                         7,398 17,149           24,547                       50,860 
Health insurance             11,203             10,705 21,908                         6,160 14,278           20,438                       42,346 
Research communication and support             37,961               3,682 41,643                            262 262                524                            42,167 
Insurance               8,916               8,916 17,832                         2,368 2,229             4,597                         22,429 
401(k) plan contribution               6,571               6,469 13,040                         2,332 6,573             8,905                         21,945 
Printing               5,483               5,431 10,914                         3,697 1,839             5,536                         16,450 
Postage               5,309               5,291 10,600                         2,380 835                3,215                         13,815 
Depreciation and amortization -                     -                     -                     10,562           -                     10,562                       10,562 
State registrations and licenses               4,214               4,214 8,428                           1,053 1,058             2,111                         10,539 
Telephone and internet               1,612               1,612 3,224                           4,442 1,059             5,501                           8,725 
Miscellaneous               1,080                  576 1,656                           4,194 2,720             6,914                           8,570 
Bank and credit card fees               3,401               3,401 6,802                              850 850                1,700                           8,502 
Payroll processing fees               2,333               2,327 4,660                              724 584                1,308                           5,968 

Total expenses 2,642,847$    406,209$       3,049,056$    268,149$       304,167$       572,316$       3,621,372$    

Program Services Supporting Activities
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Cash flows from operating activities
Change in net assets $ 614,844       $ (1,606,980)   
Adjustments to reconcile change in net assets

to net cash used in operating activities:
Net realized and unrealized (gain) loss on investments (1,415,513)   593,378       
Donated investments (26,029)        (158,289)      
Depreciation and amortization 16,329         10,562         
Amortization of right-of-use asset 56,598         54,972         

Changes in operating assets and liabilities
Contributions receivable (166,356)      (18,192)        
Prepaid expenses and other assets 14,642         (21,349)        
Accounts payable and accrued expenses (36,801)        131,534       
Operating lease liability (64,113)        (60,538)        

Net cash used in operating activities (1,006,399)   (1,074,902)   

Cash flows from investing activities
Proceeds from sales of investments 3,233,295    1,681,619    
Purchases of investments (2,493,329)   (1,522,126)   
Purchases of property and equipment -                   (4,485)          

Net cash provided by investing activities 739,966       155,008       

Net change in cash and cash equivalents (266,433)      (919,894)      

Cash and cash equivalents, beginning of year 535,468       1,455,362    

Cash and cash equivalents, end of year $ 269,035       $ 535,468       

Supplemental disclosures of cash flow information:

Right-of-use asset recorded upon adoption of ASC 842 $ -                   $ 179,785       

Operating lease liability recorded upon adoption of ASC 842 $ -                   $ 204,206       

Reclassification of deferred rent upon adoption of ASC 842 $ -                   $ 24,421         

2024 2023
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1. Organization and Summary of Significant Accounting Policies 
 

Purpose and Organization 
 
Arthritis National Research Foundation (the “Foundation”) was incorporated on May 2, 1952, 
as a California nonprofit corporation. The Foundation provides arthritis and autoimmune 
research grants to scientists at major universities and research institutes across America. One- 
and two-year arthritis research grants allow these early career scientists to develop their 
important research to a stage where it can be continued and further supported by other national 
agencies. 
 
Since 1970, the Arthritis National Research Foundation has funded arthritis research to 
understand the causes, prevention and development of new treatments for osteoarthritis, 
rheumatoid arthritis, psoriatic arthritis, lupus, juvenile arthritis and other autoimmune diseases. 
Since then, the Foundation has funded over 240 scientists, and its research projects have led to 
new information and treatments. 
 
The Foundation’s mission statement is as follows: 
 

“The mission is to provide initial research funding to brilliant, investigative scientists with 
new ideas to cure arthritis and related autoimmune diseases.” 

 
Basis of Accounting 
 
The Foundation prepares its financial statements in accordance with accounting principles 
generally accepted in the United States of America (“U.S. GAAP”). 
 
Classification of Net Assets 
 
U. S. GAAP requires that the Foundation report information regarding its financial position 
and activities according to two classes of net assets: without donor restriction and with donor 
restrictions. Accordingly, the net assets of the Foundation are classified and reported as 
described below: 
 
Without Donor Restrictions - Those net assets and activities which represent the portion of 
expendable funds that are available to support the Foundation’s operations. A portion of these 
net assets may be designated by the Board of Directors for specific purposes, and as of March 
31, 2024 and 2023, the Foundation’s Board of Directors has designated $250,000 for long-
term purposes.  
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1. Organization and Summary of Significant Accounting Policies (continued) 
 
Classification of Net Assets (continued) 
 
With Donor Restrictions - Donor-restricted net assets represent those net assets which are 
donor-restricted for (a) support of specific operating activities; (b) investment for a specified 
term; (c) use in a specified future period; (d) acquisition of long-lived assets; (e) assets donated 
with stipulations by the donor that they be used for a specified purpose, be preserved, not be 
sold; or (f) be invested to provide a permanent source of income. Donor-restricted net assets 
are described in Note 6. 
 
Estimates 
 
The preparation of financial statements in conformity with U.S. GAAP 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. 
 
Fair Value of Financial Instruments 
 
Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. The 
carrying amounts of cash and cash equivalents, current contributions receivable, and accounts 
payable approximate fair value because of the short maturity of these instruments. The fair 
value of the Foundation’s investments are described in Note 4. 
 
Investments 
 
Investments in equity and debt securities are carried at fair value based on quoted market 
prices. Investments in bonds are carried at fair value based upon observable inputs. Realized 
and unrealized gains and losses are included in the statements of activities and changes in net 
assets. 
 
Property and Equipment 
 
The Foundation capitalizes acquisitions of property and equipment with a cost or value in 
excess of $5,000 and with an estimated useful life beyond one year. Depreciation and 
amortization are calculated using the straight-line method based upon estimated useful lives, 
which range from three to five years. Leasehold improvements are amortized over the shorter 
of the asset’s useful life or the lease term. Maintenance and repairs are charged to expense as 
incurred; major renewals and betterments are capitalized. The cost and accumulated 
depreciation and amortization of assets sold or retired are removed from the respective 
accounts and any gain or loss is reflected in the statements of activities and changes in net 
assets. 
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1. Organization and Summary of Significant Accounting Policies (continued) 
 

Revenue Recognition 
 
Contributions and Bequests 
 
The Foundation recognizes all unconditional contributions when they are received or 
unconditionally promised. When donations of securities are received in the form of 
contributions or bequests, it is the Foundation’s policy to hold these investments, if 
unconditional, until it has been determined advantageous to sell them. Unconditional 
contributions are recognized based on the existence or absence of donor-imposed restrictions. 
Unconditional contributions with donor-imposed restrictions may be expendable or are 
required to be held in perpetuity. Conditional contributions are recognized when related 
conditions are substantially met. 
 
The satisfaction of donor-imposed restrictions on a contribution is recognized when the 
corresponding expenditures are incurred or when the time restriction expires. This occurs by 
increasing one class of net assets and decreasing another in the statement of activities and 
changes in net assets. Such transactions are recorded as net assets released from restrictions 
and are reported separately from other transactions. Contributions with donor-imposed 
restrictions that are received and whose restrictions are satisfied in the same year as related 
funds are expended are reported as contributions without donor-imposed restrictions in the 
accompanying financial statements. 
 
Bequests are not recognized as support until the amount of the bequest is known; the 
Foundation is certain that based on the estate’s net assets, the amount bequeathed is realizable; 
and the probate court has declared the will valid. 
 
Contributed Goods and Services 
 
Donated material and equipment are recorded as contributions at their fair value on the date of 
receipt. Such donations are reported as without donor-restricted support unless the donor has 
restricted the donated asset to a specific purpose. Assets donated with explicit restrictions 
regarding their use are reported as with donor-restricted support. Absent donor stipulations 
regarding how long those donated assets must be maintained, the Foundation reports 
expirations of donor restrictions when the donated or acquired assets are placed in service as 
instructed by the donor. The Foundation reclassifies net assets with restrictions to net assets 
without restrictions at that time. 
 
The Foundation records contribution revenue for certain services received at the fair value of 
those services, if the services (a) create or enhance non-financial assets, or (b) require 
specialized skills, are provided by individuals possessing those skills, and would be purchased 
if not donated. 
 
For the years ended March 31, 2024 and 2023, the estimated fair value of contributed 
advertising services totaled $116,460 and $109,636, respectively.  
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1. Organization and Summary of Significant Accounting Policies (continued) 
 
Revenue Recognition (continued) 
 
Investment Income 
 
Dividends are recorded on the ex-dividend date. Interest income is recognized on the accrual 
basis. Investment transactions are accounted for on a trade-date basis.  
 
Grant Awards 
 
Grants are characterized as either conditional or unconditional. The Foundation recognizes all 
unconditional grants when they are received or unconditionally promised. Conditional grants 
are those that depend upon the occurrence of a specified future and uncertain event to bind the 
Foundation. These grants are not reflected in the financial statements until the period in which 
the conditions upon which they depend are substantially met, that is, when they become 
unconditional. 
 
Advertising 
 
The costs of advertising are charged to expense as incurred. Advertising expense was $116,460 
and $109,554 for the years ended March 31, 2024 and 2023, respectively, and are included in 
communication and outreach on the statements of functional expenses. 
 
Income Taxes 
 
The Foundation is a qualified organization exempt from federal income and state franchise 
taxes under §501(c)(3) of the Internal Revenue Code (“IRC”) and §23701d of the California 
Revenue and Taxation Code, respectively. Accordingly, the Foundation is exempt from federal 
and California income taxes and is not liable for federal unemployment taxes.  
 
U.S. GAAP requires management to evaluate the tax positions taken and recognize a tax 
liability (or asset) if the Foundation has taken an uncertain position that more-likely-than-not 
would not be sustained upon examination by taxing authorities. Management evaluated the 
Foundation’s tax positions and concluded that it maintained its tax-exempt status and had taken 
no uncertain tax positions that would require adjustment to the financial statements. Therefore, 
no provision or liability for uncertain income tax positions has been included in the financial 
statements. The Foundation’s tax returns are subject to examination by federal and state taxing 
authorities. However, there are no examinations in progress nor are there any pending. 
 
Concentrations of Risk 
 
Financial instruments which potentially subject the Foundation to concentrations of credit risk 
consist principally of cash and cash equivalents, contributions receivable, and investments. 
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1. Organization and Summary of Significant Accounting Policies (continued) 
 
Concentrations of Risk (continued) 
 
Cash and Cash Equivalents 
 
The Foundation considers all highly liquid instruments with original maturities of three months 
or less to be cash equivalents. The Foundation maintains its cash and cash equivalents in 
various bank accounts which, at times, may exceed federally insured limits. The Foundation 
has not experienced any losses in such accounts. The Foundation is exposed to credit risk in 
the event of default by its banking institutions to the extent amounts on deposit exceed FDIC 
insured amounts. 
 
Investments 
 
The Foundation invests in various investments that are not covered by federal insurance. These 
investments are exposed to various risks such as interest rate, market, and credit risks. Due to 
the level of risk associated with certain investment securities, it is at least reasonably possible 
that changes in the values of investment securities will occur in the near term and that such 
changes could materially affect the Foundation’s balances and the amounts reported in the 
statement of financial position. The Foundation’s management attempts to minimize its 
exposure to these risks by closely monitoring all investments in accordance with the 
Foundation’s policies. 

 
Contributions Receivable 
 
As of March 31, 2024, four donors each comprise at least 10% of the contributions receivable. 
As of March 31, 2023, two donors each comprise at least 10% of the contributions receivable. 

 
Contributions and Bequests 
 
For the year ended March 31, 2024, 13% of the Foundation’s contributions and bequests 
revenues were received from one donor. For the year ended March 31, 2023, no single donor 
provided greater than 10% of the Foundation’s contributions and bequests revenues. 
 
Functional Expense Allocations 
 
The costs of providing program services and other supporting activities have been summarized 
on a functional basis in the statements of activities and changes in net assets and functional 
expenses. Expenses have been allocated between program, management and general, and 
fundraising based on direct identification when possible, and allocation if a natural class of 
expense benefits more than one program or function. Salaries and related expenses are 
allocated based on the estimated time and efforts of involvement in different activities as 
determined by management. Other expenses that require allocation are based on estimates of 
the benefits received. 

  



ARTHRITIS NATIONAL RESEARCH FOUNDATION 
 

Notes to Financial Statements (continued) 
For the Years Ended March 31, 2024 and 2023 

 

14 

1. Organization and Summary of Significant Accounting Policies (continued) 
 
Leases 
 
The Foundation determines if an arrangement is a lease at inception. As a lessee, right-of-use 
assets represent the right to use an underlying asset for the lease term and lease liabilities 
represent an obligation to make lease payments arising from the lease. Right-of-use assets and 
lease liabilities are recognized at the lease commencement date based on the present value of 
lease payments over the lease term. The Foundation elected a short-term lease exception policy 
to not apply the recognition requirements to short-term leases (i.e., leases with terms of 12 
months or less) and an accounting policy to account for lease and non-lease components as a 
single component for certain classes of assets. The Foundation utilizes a practical expedient, 
which allows non-public business entities to elect to use a risk-free rate as the discount rate. 
Operating lease right-of-use assets also include any lease payments made at or before lease 
commencement and exclude any lease incentives received. The lease terms used to calculate 
the right-of-use asset and related lease liability include options to extend or terminate the lease 
when it is reasonably certain that the Foundation will exercise that option. Lease expense for 
operating leases is recognized on a straight-line basis over the lease term as an operating 
expense. 
 
Recent Accounting Pronouncement 
 
The Foundation adopted Accounting Standards Update (“ASU”) No. 2016-13, Financial 
Instruments – Credit Losses (codified as Accounting Standards Codification (“ASC”) 326) on 
April 1, 2023. ASC 326 adds to U.S. GAAP the current expected credit loss model, a 
measurement model based on expected credit losses rather than incurred losses that is 
applicable to trade receivables but not contribution or pledge receivables. Under ASC 326, 
historical credit loss experience provides the basis for the estimation of expected credit losses, 
as well as current economic and business conditions, and anticipated future economic events 
that may impact collectability. The adoption of this ASU did not materially impact the 
accompanying financial statements. 

 
2. Contributions Receivable 

 
Contributions receivable consists of single year promises from individuals, corporations, and 
foundations, as well as a multi-year promise from a foundation. Contributions receivable 
expected to be collected in a period greater than one year are discounted at the time of the 
unconditional promise. Management assesses the donors’ creditworthiness and history of past 
collection in selecting an appropriate discount rate on the date of donation. There is no 
allowance for doubtful contributions receivable at March 31, 2024 and 2023, as management 
deemed all contributions receivable to be collectable.  
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2. Contributions Receivable (continued) 
 
Expected future collections of contributions receivable at March 31, 2024 are as follows: 

 
For the Years Ending

March 31,
2025 128,820$        
2026             25,000 
2027             25,000 
2028             25,000 

          203,820 
Less: discount              (7,464)

Contributions receivable, net 196,356          

Less: current portion (128,820)        

Noncurrent portion, net 67,536$          

Subject to time restrictions at March 31, 2024:
Contributions receivable, current 25,000$          

Contributions receivable, noncurrent, net 67,536$          
 

 
3. Liquidity and Availability of Resources 

 
The Foundation regularly monitors liquidity to meet its annual operating needs and other 
contractual commitments, while also striving to preserve the principal and generate returns on 
investment of its funds. The Foundation’s financial assets available within one year of the 
statement of financial position date for general expenditures are as follows: 
 
Cash and cash equivalents 269,035$        
Contributions receivable, net 196,356          
Investments 9,609,158       
Total financial assets 10,074,549     
Less: Donor-restricted funds (198,990)        
Less: Board-designated funds (250,000)        

Total financial assets available to meet general 
expenditures within one year 9,625,559$     

 
 

Management is focused on sustaining the financial liquidity of the Foundation throughout the 
year. This is done through monitoring and reviewing the Foundation’s cash flow needs on a 
weekly basis. As part of its liquidity plan, the Foundation maintains enough cash to cover 
estimated annual grants and operating costs. The investments in the table above are available 
to meet cash flow needs because they can be liquidated at any time. 
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4. Fair Value Measurements and Investments 
 

The Foundation’s financial assets and liabilities that are carried at fair value have been 
classified, for disclosure purposes, based on a hierarchy that gives the highest ranking to fair 
values determined using unadjusted quoted prices in active markets for identical assets and 
liabilities (Level 1) and the lowest ranking to fair values determined using methodologies and 
models with unobservable inputs (Level 3). An asset or a liability’s classification is based on 
the lowest level input that is significant to its measurement. 
 
Level 1  Inputs are unadjusted quoted prices for identical assets or liabilities in active 

markets accessible at the measurement date. 
 
Level 2 Inputs include quoted prices for similar assets or liabilities in active markets, 

quoted prices for identical or similar assets or liabilities from those willing to trade 
in markets that are not active, or inputs that are derived principally from or 
corroborated by observable market data by correlation or other means for the term 
of the instrument. 

 
Level 3 Certain inputs are unobservable (supported by little or no market activity) and 

significant to the fair value measurement. Unobservable inputs reflect the 
Foundation’s best estimate of what hypothetical market participants would use to 
determine a transaction price for the asset or liability at the reporting date. 

 
Valuation techniques used need to maximize the use of observable inputs and minimize the 
use of unobservable inputs. The following is a description of the valuation methodologies used 
for assets measured at fair value. There were no changes to the valuation methodologies during 
the years ended March 31, 2024 and 2023. 
 
Mutual Funds 
 
The fair value of mutual funds are based on the daily closing prices as reported by the fund. 
Mutual funds held by the Foundation are open-end mutual funds that are registered with the 
United States Securities and Exchange Commission. These funds are required to publish their 
daily net asset value and to transact at that price. The mutual funds held by the Foundation are 
deemed to be actively traded. 
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4. Fair Value Measurements and Investments (continued) 
 
Stocks and Exchange Traded Funds (“ETFs”) 
 
The fair value of stocks are based on the closing price reported on the active market on which 
the individual securities are traded. 

 
The Foundation’s ETFs hold assets such as stocks, commodities, or bonds. Investments in 
ETFs are included in Level 1 of the fair value hierarchy and their fair value is based on the 
closing price reported on the active market on which the respective securities are traded. 
 
Corporate and Government Bonds 
 
The fair value of corporate and government bonds is based on pricing models maximizing the 
use of observable inputs for similar securities. 
 
In accordance with the fair value hierarchy, investments measured at fair value at March 31, 
2024 and 2023 are as follows: 
 

Mutual funds $ 3,201,285  $ -                 $ -                 $ 3,201,285  
Stocks and ETFs 5,309,985  -                 -                 5,309,985  
Corporate bonds -                 202,032     -                 202,032     
Government bonds -                 895,856     -                 895,856     

Total investments at fair value $ 8,511,270  $ 1,097,888  $ -                 $ 9,609,158  

Mutual funds $ 3,082,302  $ -                 $ -                 $ 3,082,302  
Stocks and ETFs 4,474,525  -                 -                 4,474,525  
Corporate bonds -                 323,508     -                 323,508     
Government bonds -                 1,027,247  -                 1,027,247  

Total investments at fair value $ 7,556,827  $ 1,350,755  $ -                 $ 8,907,582  

Level 1 Level 2 Level 3 Total

As of March 31, 2024

As of March 31, 2023

Level 1 Level 2 Level 3 Total

 
 

The methods described above may produce a fair value calculation that may not be indicative 
of net realizable value or reflective of future fair values. Furthermore, while management 
believes its valuation methods are appropriate and consistent with other market participants, 
the use of different methodologies or assumptions to determine the fair value of certain 
financial instruments could result in a different fair value measurement at the reporting date. 
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4. Fair Value Measurements and Investments (continued) 
 
Investment income (loss) is as follows for the years ended March 31, 2024 and 2023: 

 
2024 2023

Dividends and interest income 182,043$      178,705$      
Realized gain on sale of investments 648,945        96,587
Unrealized gain (loss) on investments 766,568        (689,965)

1,597,556     (414,673)
Less: investment fees (27,769)        (24,844)

Total investment income (loss) 1,569,787$   (439,517)$    
 

 
5. Property and Equipment 
 
 Property and equipment at March 31, 2024 and 2023, consist of the following: 
 

2024 2023

Furniture and equipment 7,943$          7,943$          
Leasehold improvements 5,601            5,601
Computer hardware and software 31,661          31,661

45,205          45,205          
Less: accumulated depreciation and amortization (30,958)        (14,629)

Property and equipment, net 14,247$        30,576$        
 

 
Depreciation and amortization expense for the years ended March 31, 2024 and 2023, were 
$16,329 and $10,562, respectively. 

 
6. Net Assets with Donor Restrictions 

 
The assets with donor restrictions consist of the following at March 31, 2024 and 2023: 
 

2024 2023

Ankylosing Spondylitis research 106,454$      101,154$      
Time restricted 92,536          -                   

198,990$      101,154$      
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7. Commitments and Contingencies 
 

Lease 
 
In October 2019, the Foundation entered into a 66-month lease agreement for its office in 
Irvine, California, which commenced on December 1, 2019. The lease agreement has an 
extension option for one additional term of 60 months, commencing on the expiration date of 
the original lease term. Notice of extension must be given no less than nine months prior to the 
expiration of the original lease. As of the date these financial statements were prepared, 
management is reasonably certain of not exercising this option to extend. The lease is classified 
as an operating lease in conformity with ASC 842, Leases. Upon adoption of ASC 842 on 
April 1, 2022, the Foundation recognized an operating lease right-of-use asset in the amount 
of $179,785 and related operating lease liability of $204,206. The lease liability is measured 
at a discount rate of 2.61%. The remaining lease term as of March 31, 2024 is 1.17 years. Cash 
paid for amounts included in the measurement of lease liabilities was $66,961 and $65,011 for 
the years ended March 31, 2024 and 2023, respectively. 
 
Future minimum payments to be paid under the office lease as of March 31, 2024 are as follows: 
 
For the Years Ending

March 31,

2025 68,970$          
2026             11,722 

Total operating lease payments 80,692            
Less: imputed interest (1,137)            
Total operating lease liability 79,555            
Less: current portion of operating lease liability (67,845)          

Operating lease liability, noncurrent 11,710$          
 

 
For the years ended March 31, 2024 and 2023, rent expense was $64,184 and $62,382, 
respectively. 

 
Retirement Plan 
 
The Foundation implemented a 401(k) Retirement Plan (the “Plan”) during January 2022.  The 
Plan covers all eligible employees with over three months of service.  The Foundation’s 
mandatory contribution to the Plan for the years ended March 31, 2024 and 2023 was $10,923 
and $21,945, respectively. 
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7. Commitments and Contingencies (continued) 
 
Contingencies 
 
From time to time, the Foundation may be involved in legal and administrative proceedings 
and claims of various types. The Foundation records a liability in its financial statements for 
these matters when a loss is known and is considered probable, and the amount can be 
reasonably estimated. Management reviews these estimates in each reporting period as 
additional information becomes known and adjusts the loss estimate when appropriate. If a 
loss is probable but the amount of loss cannot be reasonably estimated, the Foundation 
discloses the loss contingency and an estimate of possible loss or range of loss (unless such an 
estimate cannot be made). Gain contingencies are not recognized until they are realized. Legal 
costs incurred in connection with loss contingencies are expensed as incurred. 

 
8. Subsequent Events 

 
The Foundation has evaluated all subsequent events through September 18, 2024, the date the 
financial statements were available to be issued. There are no events identified requiring 
recognition or disclosure in the financial statements. 

 


