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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Vascular Cures and Pacific Vascular Research Institute

We have audited the accompanying combined financial statements of Vascular Cures and Pacific Vascular
Research Institute (a California nonprofit organization) which comprise the combined statements of financial
position as of June 30, 2019 and 2018, the related combined statements of activities and changes in net
assets, cash flows and functional expenses for the years then ended, and the related notes to the combined
financial statements.

Management’s Responsibility for the Combined Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of combined financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the combined financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the combined financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the combined
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the financial position of Vascular Cures and Pacific Vascular Research Institute as of June 30, 2019 and
2018, 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.
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statements of Financial Position
June 30, 2019 and 2018

ASSETS
2019 2018
Current Assets:
Cash and cash equivalents $ 359,553 $ 410,477
Contributions receivable - 204,100
Investments 2,615,620 2,142,643
Prepaid expenses 1,895 2,836
Total current assets 2,977,068 2,760,056
Noncurrent Assets:
Property and equipment, net 1,912 4,427
Total noncurrent assets 1,912 4,427
Total assets $ 2,978,980 $ 2,764,483
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable and accrued liabilities $ 5496 $ 11,005
Accrued payroll liabilities 10,811 9,205
Total current liabilities 16,307 20,210
Net assets:
Without donor restrictions 416,347 491,100
With donor restrictions:
Time and purpose 763,826 750,673
Perpetual in nature 1,782,500 1,502,500
Total net assets 2,962,673 2,744,273
Total liabilities and net assets $ 2,978,980 $ 2,764,483
See notes to combined financial statements. Page 2
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statement of Activities and Changes in Net Assets
For the Year Ended June 30, 2019

Net Assets
With Donor Restrictions
Without Donor Time and Perpetual

Restrictions Purpose in Nature Total
Revenue and support:
Contributions $ 289,381 $ 234200 $ 280,000 $ 803,581
In-kind revenue 25,568 - - 25,568
Eventincome 134,952 - - 134,952
Net investment income 2,890 81,194 - 84,084
Net assets released from restriction 302,241 (302,241) - -
Total revenue and support 755,032 13,153 280,000 1,048,185
Expenses:
Program services:
Vascular Cures Research Network 256,034 ) - 256,034
Project Voice 39,713 } - 39,713
Wylie Scholar Program 170,781 . - 170,781
Education and Community Awareness 103,237 } - 103,237
Binkley Visiting Professor Program 9,033 . - 9,033
Total program services 578,798 - - 578,798
General and administrative 92,824 - - 92,824
Development 158,163 - - 158,163
Total expenses 829,785 - - 829,785
Increase (decrease) in net assets (74,753) 13,153 280,000 218,400
Net assets at beginning of year 491,100 750,673 1,502,500 2,744,273
Net assets at end of year $ 416,347 $ 763,826 $ 1,782,500 $ 2,962,673
See notes to combined financial statements. Page 3
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statement of Activities and Changes in Net Assets
For the Year Ended June 30, 2018

Net Assets
With Donor Restrictions
Without Donor Time and Perpetual

Restrictions Purpose in Nature Total
Revenue and support:
Contributions $ 321,135 $ 4100 $ - $ 325235
In-kind revenue 18,705 - - 18,705
Event income 178,173 - - 178,173
Net investment income 1,624 158,074 - 159,698
Net assets released from restriction 197,462 (197,462) - -
Change in unamortized discount 40,038 - - 40,038
Total revenue and support 757,137 (35,288) - 721,849
Expenses:
Program services:
Vascular Cures Research Network 261,944 . . 261,944
Project Voice 207,424 B - 207,424
Wylie Scholar Program 150,949 . - 150,949
Education and Community Awareness 122,246 ; - 122,246
Binkley Visiting Professor Program 10,463 . - 10,463
Total program services 753,026 - - 753,026
General and administrative 105,050 - - 105,050
Development 113,790 - - 113,790
Total expenses 971,866 - - 971,866
Decrease in net assets (214,729) (35,288) - (250,017)
Net assets at beginning of year 705,829 785,961 1,502,500 2,994,290
Net assets at end of year $ 491,100 $ 750,673 $ 1,502,500 $ 2,744,273
See notes to combined financial statements. Page 4
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statements of Cash Flows
For the Years Ended June 30, 2019 and 2018

2019 2018
Operating activities:
Increase (decrease) in net assets $ 218,400 $ (250,017)
Adjustments to reconcile to cash provided by (used for) operating activities:
Depreciation 2,516 2,517
Bad debt expense 4,100 1,500
Net realized and unrealized investment gains (33,260) (115,587)
Changes in:
Contributions receivable 200,000 239,462
Prepaid expenses 941 3,985
Accounts payable and accrued liabilities (5,509) (6,976)
Accrued payroll liabilities 1,606 2,805
Net cash provided by (used for) operating activities 388,794 (122,311)
Investing activities:
Acquisition of investments (469,951) (44,111)
Proceeds from disposition of investments 30,233 271,110
Net cash provided by (used for) for investing activities (439,718) 226,999
Net increase (decrease) in cash and cash equivalents (50,924) 104,688
Cash and cash equivalents at beginning of year 410,477 305,789
Cash and cash equivalents at end of year $ 359,553 $ 410,477
Additional cash flow information:
State registration taxes paid $ 75 $ 75
Interest paid $ - $ -
See notes to combined financial statements. Page 5
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statement of Functional Expenses
For the Year Ended June 30, 2019

Vascular Education Binkley
Cures Wylie and Visiting Total General

Research Project Scholar Community Professor Program and

Network Voice Program Awareness Program Services  Administrative Development Total
Salaries and wages $ 158367 $ 28,794 $ 17996 $ 64,787 $ -1$ 269,944 $ 37,603 | $ 53,989 361,536
Payroll taxes 12,793 2,326 1,454 5,234 - 21,807 2,908 4,361 29,076
Health insurance 4,253 1,771 1,112 4,066 - 11,202 9,371 3,405 23,978

Total salaries and benefits 175,413 32,891 20,562 74,087 - 302,953 49,882 61,755 414,590
Accounting - - - - - - 26,309 - 26,309
Bad debt expense - - - - - - 4,100 - 4,100
Bank and finance charges 356 - 15 - - 371 208 7,741 8,320
Consulting 963 - - - - 963 1,556 39,875 42,394
Depreciation - - - - - - 2,515 - 2,515
Events and activities 973 - - 18,934 4,893 24,800 - 26,302 51,102
In-kind services and goods - - - 7,042 - 7,042 - 18,526 25,568
Insurance 421 76 48 172 - 717 4,281 143 5,141
IT infrastructure - - - - - - 200 - 200
Marketing and communication 250 750 - 1,540 - 2,540 - 1,430 3,970
Miscellaneous 2,739 129 73 280 - 3,221 635 238 4,094
Office and supplies 784 585 47 171 - 1,587 216 142 1,945
Postage and shipping 439 67 - - - 506 290 - 796
Printing and reproduction 125 - - 882 - 1,007 - 1,639 2,646
Rent - - - - - - 894 - 894
Research support 62,460 5,000 150,000 - 4,140 221,600 - - 221,600
Telephone and internet 477 57 36 129 - 699 122 107 928
Travel, meals, and meetings 10,634 158 - - - 10,792 1,616 265 12,673
Totals $ 256,034 $ 39,713 $ 170,781 $ 103,237 $ 9,033 ' $ 578,798 | $ 92,824 | $ 158,163 829,785
See notes to combined financial statements. Page 6
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Combined Statement of Functional Expenses
For the Year Ended June 30, 2018

Vascular Education Binkley
Cures Wylie and Visiting Total General

Research Project Scholar Community Professor Program and

Network Voice Program Awareness Program Services  Administrative Development Total
Salaries and wages $ 71,880 $ 144314 §$ 1,647 $ 74,264 $ -1$ 292,105 | $ 44946 $ 57,790 394,841
Payroll taxes 5,098 10,222 114 5,254 - 20,688 3,155 4,090 27,933
Health insurance 5,723 11,610 130 5,936 - 23,399 3,616 4,619 31,634

Total salaries and benefits 82,701 166,146 1,891 85,454 - 336,192 51,717 66,499 454,408
Accounting - - - - - - 38,576 - 38,576
Bad debt expense - - - - - - 1,500 - 1,500
Bank and finance charges 27 - - - - 27 76 8,963 9,066
Consulting 2,819 - - 3,830 - 6,649 - 957 7,606
Depreciation - - - - - - 2,517 - 2,517
Events and activities 32,581 - - 26,899 10,430 69,910 - 9,893 79,803
In-kind services and goods - - - - - - - 18,705 18,705
Insurance 520 1,045 12 538 - 2,115 4,313 419 6,847
IT infrastructure 136 272 3 140 - 551 84 109 744
Marketing and communication - - - 3,333 22 3,355 - 3,032 6,387
Miscellaneous 568 2,497 6 264 - 3,335 2,532 221 6,088
Office and supplies 386 498 2 96 11 993 596 104 1,693
Office infrastructure 80 618 47 - - 745 44 845 1,634
Postage and shipping 962 - - 1,513 - 2,475 - 2,809 5,284
Rent - - - - - - 1,552 - 1,552
Research support 136,834 30,241 148,985 - - 316,060 - 36 316,096
Telephone and internet 175 339 3 179 - 696 72 173 941
Travel, meals, and meetings 4,155 5,768 - - - 9,923 1,471 1,025 12,419
Totals $ 261,944 $ 207424 $ 150,949 $ 122246 $ 10463 |$ 753,026 | $ 105,050 $ 113,790 971,866
See notes to combined financial statements. Page 7
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

1. Organization

Vascular Cures, formerly the Pacific Vascular Research Foundation, is a nonprofit public benefit corporation
that was incorporated in California on March 29, 1982. The organization changed its name in April 2008 to
The Foundation for Accelerated Vascular Research, and then again on November 13, 2009 to Vascular
Cures — The Foundation for Accelerated Vascular Research, and once again on April 1, 2010 to Vascular
Cures.

Vascular Cures is transforming vascular health through supporting innovative patient-centered research,
catalyzing breakthrough collaborations and empowering people in their vascular health journeys. The
organization has provided funding to 20 surgeon-scientists across North America through its Wylie
Scholarship Programs and created (a) the Vascular Cures Research Network and Collaborative Patient-
Centered Research Grants, and (b) Project Voice. Vascular Cures initiated Project Voice to advance patient
engagement and the use of patient-reported outcomes research, to improve patient-physician partnerships,
and to bolster shared decision-making. Vascular Cures receives financial support from the general public
and grant giving institutions and foundations, and supports health programs and medical research in the
area of vascular disease by the use of grants and contributions.

In July 1999, VC formed the Pacific Vascular Research Institute (the “Institute”), a nonprofit public benefit
corporation. The Institute provides funds to a vascular research laboratory, known as the Laboratory for
Accelerated Vascular Research (“LAVR”), within the Parnassus facilities of the University of California, San
Francisco (“UCSF”). The Institute is managed by leaders of Vascular Cures and does not receive
independent funding.

The accompanying combined financial statements include the accounts of Vascular Cures and the Institute,
known collectively as “VC.” All material intercompany transactions and accounts have been eliminated.

2. Summary of Significant Accounting Policies

Basis of Presentation — The combined financial statements of VC have been prepared on the accrual
basis of accounting in accordance with U.S. generally accepted accounting principles ("US GAAP").

Measure of Operations — The statements of activities reports all changes in net assets, including changes
in net assets from operating and nonoperating activities. Operating activities consist of those items
attributable to VC’s ongoing operations which include a variety of programmatic activities. Nonoperating
activities are limited to resources that generate return from interest-bearing deposits and other activities
considered to be of a more unusual or nonrecurring nature.

Cash and Cash Equivalents — VVC’s cash and cash equivalents consist of cash on deposit in checking
accounts. Cash equivalents represent money market funds or short-term investments with original
maturities of three months or less from the date of purchase.

(continued)
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

2. Summary of Significant Accounting Policies (continued)

Concentrations of Credit Risk — Financial instruments that potentially subject VC to concentrations of
credit risk consist principally of cash and cash equivalents and deposits. VC maintains its cash and cash
equivalents in various bank accounts that, at times, may exceed federally insured limits. VC manages
deposit concentration risk by placing cash and money market accounts with financial institutions believed to
be creditworthy. To date, VC has not experienced losses in any of these accounts. Credit risk associated
with accounts receivable and grants receivable considered to be limited due to high historical collection
rates and because substantial portions of the outstanding amounts are due from reputable organizations
and foundations supportive of VC’s mission.

Contributions Receivable — VC records receivables that are expected to be collected within one year at
net realizable value. When material, receivables expected to be collected in future years are initially
recorded at fair value using present value techniques incorporating risk-adjusted discount rates designed to
reflect the assumptions market participants would use in pricing the asset. In subsequent years,
amortization of the discounts (when applicable) will be included in contribution revenue in the statement of
activities. The allowance for uncollectible receivables is based on historical experience, an assessment of
economic conditions, and a review of subsequent collections. Receivables are written off when deemed
uncollectible.

Investments - Investments in equity securities with readily determinable fair values and all investments in
debt securities are reported at fair value with gains and losses included on the statements of activities and
changes in net assets. VC follows the provisions of ASC 958.320, Investments — Debt and Equity Securities
of Not-for-Profit Entities and has estimated the fair value of its investments using available market
information and other valuation methodologies. The estimates are based on pertinent information available
to management as of June 30, 2019 and 2018. Economic conditions can vary significantly throughout the
year, impacting the carrying value of investments. Although management is not aware of any factors that
would significantly affect the estimated fair value amounts, current estimates of fair value may differ
significantly from the statements presented, especially in light of the impact on financial markets as a result
of COVID-19.

In-Kind Contributions - In-kind contributions are reflected at the fair value of the contribution received in
accordance with ASC 958.605.30-11. The contributions of services, equipment, and other materials are
recognized if they (a) create or enhance nonfinancial assets or (b) require specialized skills that are
provided by individuals possessing those skills and would typically need to be purchased if not provided by
donation.

Functional Allocation of Expenses - The costs of providing program and other activities have been
summarized on a functional basis in the statements of activities. Accordingly, certain costs have been
allocated among services and supporting services benefited. Such allocations are determined by
management on an equitable basis. A majority of expenses (such as salaries and benefits, consulting,
events and activities, research support, and travel, meals, and meetings) have been allocated based on
time and effort using VC’s payroll allocations. Other expenses (such as accounting, bad debt expense,
bank and finance charges, depreciation, and rent) have been allocated in accordance with the specific
services received from vendors.

(continued)
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

2. Summary of Significant Accounting Policies (continued)

Fair Value Measurements — Fair value is defined as the price that would be received to sell an asset in the
principal or most advantageous market for the asset in an orderly transaction between market participants
on the measurement date. Fair value should be based on the assumptions market participants would use
when pricing an asset. US GAAP establishes a fair value hierarchy that prioritizes investments based on
those assumptions.

The fair value hierarchy gives the highest priority to quoted prices in active markets (observable inputs) and
the lowest priority to an entity's assumptions (unobservable inputs). VC groups assets at fair value in three
levels, based on the markets in which the assets and liabilities are traded and the reliability of the
assumptions used to determine fair value. These levels are:

Level 1
Unadjusted quoted market prices for identical assets or liabilities in active markets as of the measurement
date.

Level 2

Other observable inputs, either directly or indirectly, including:

. Quoted prices for similar assets/liabilities in active markets;

. Quoted prices for identical or similar assets in non-active markets;

. Inputs other than quoted prices that are observable for the asset/liability; and,

. Inputs that are derived principally from or corroborated by other observable market data.
Level 3

Unobservable inputs that cannot be corroborated by observable market data.

In some cases, the inputs used to measure the fair value of an asset or a liability might be categorized
within different levels of the fair value hierarchy. In those cases, the fair value measurement is categorized
in its entirety in the same level of the fair value hierarchy as the lowest level input that is significant to the
entire measurement. Assessing the significance of a particular input to entire measurement requires
judgment, taking into account factors specific to the asset or liability. The categorization of an asset within
the hierarchy is based upon the pricing model of the asset and does not necessarily correspond to our
assessment of the quality, risk or liquidity profile of the asset or liability.

Use of Estimates - The preparation of combined financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and liabilities and disclosure of contingent assets and
liabilities at the date of the combined financial statements and the reported amounts of revenues and
expenses during the reported period. Accordingly, actual results could differ from those estimates.

(continued)
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

2. Summary of Significant Accounting Policies (continued)

Net Assets - Net assets, revenues, gains, and losses are classified based on the existence or absence of
donor or grantor-imposed restrictions. Thus, net assets and changes therein are classified and reported as
follows:

Net assets without donor restrictions

Net assets available for use in general operations and not subject to donor (or certain grantor) restrictions.
The governing board has the ability to designate, from net assets without donor restrictions, net assets for
an operating reserve and board-designated endowment, and it has opted to do so as shown in Note 11.

Net assets with donor restrictions

Net assets subject to donor- (or certain grantor-) imposed restrictions. Some donor-imposed restrictions are
temporary in nature, such as those that will be met by the passage of time or other events specified by the
donor. Other donor-imposed restrictions can be perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. Gifts of long-lived assets and gifts of cash restricted for the
acquisition of long-lived assets are recognized as revenue when the assets are placed in service. Donor-
imposed restrictions are released when a restriction expires, that is, when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or both.

Reclassifications - Certain reclassifications have been made to the 2018 combined financial statements in
order to conform to the presentation used in 2019.

Revenue and Revenue Recognition - Contributions are recognized when cash, securities or other assets,
an unconditional promise to give, or notification of a beneficial interest is received. Conditional promises to
give are not recognized until the conditions on which they depend have been substantially met. When
applicable, revenue earned under a contractual arrangement (an “exchange transaction”) is recognized
when earned and therefore measured as services are provided.

Contributions received are recorded as net assets without donor restrictions or net assets with donor
restrictions, depending on the existence and/or nature of any donor-imposed restrictions. Contributions that
are restricted by the donor are reported as an increase in net assets without donor restrictions if the
restriction expires in the reporting period in which the contribution is recognized.

Property and Equipment — VC’s policy is to record acquisitions of property and equipment at cost or, if
donated, at fair market value on the date of donation. Depreciation expense is calculated using the straight-
line method over the estimated useful lives of the assets.

(continued)
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

2. Summary of Significant Accounting Policies (continued)

Property and Equipment (continued)

Costs of maintenance and repairs are expensed currently. VC reviews the carrying values of all assets for
impairment whenever events or circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated economic utility and/or future cash flows expected to result from its use and
eventual disposition. When considered impaired, an impairment loss is recognized to the extent carrying
value exceeds the fair value of the asset. VC has determined that no long-lived assets were impaired
during the year ended June 30, 2019.

Income taxes — Financial statement presentation follows the recommendations of ASC 740, Income Taxes.
Under ASC 740, VC is required to report information regarding its exposure to various tax positions taken by
the organization and requires a two-step process that separates recognition from measurement.
Management believes VC has adequately evaluated its current tax positions and has concluded as of June
30, 2019 and 2018, respectively, VC does not have any uncertain tax positions for which a reserve or an
accrual for a tax liability would be necessary.

VC has received notification from the Internal Revenue Service and the State of California that it qualifies for
tax-exempt status under Section 501(c)(3) of the Internal Revenue Code and Section 23701d of the
California Revenue and Taxation Code. The exemptions are subject to periodic review by the federal and
state taxing authorities and management is confident that VC continues to satisfy all federal and state
statutes in order to qualify for continued tax exemption status.

Recent and Relevant Accounting Pronouncements — The following pronouncements became effective
for fiscal years beginning subsequent to December 15, 2017:

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of
Financial Statements of Not-for-Profit Entities. The update addresses the complexity and understandability
of net asset classification, deficiencies in information about liquidity and availability of resources, and the
lack of consistency in the type of information provided about expenses and investment return. VC has
adjusted the presentation of these statements accordingly.

In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements—Going Concern
(Subtopic 205-40) Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern,
which requires an organization’s management to evaluate whether there are conditions and events,
considered in the aggregate, that raise substantial doubt about an entity’s ability to continue as a going
concern within one year after the date that the combined financial statements are issued (or within one year
after the date that the combined financial statements are available to be issued, when applicable). As of
December 30, 2019 (the date of the Independent Auditors’ Report), VC management has made this
evaluation and has determined that VC has the ability to continue as a going concern.

Page 12
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

3. Cash and Cash Equivalents

Cash and cash equivalents at June 30, 2019 and 2018, respectively, include all funds in banks and money
market mutual funds. The composition of cash and cash equivalents is as follows at June 30:

2019 2018
Checking $ 359,357 $ 206,110
Money market funds - 204,367
PayPal 196 N
Total cash and cash equivalents $ 359,553 $ 410,477

Concentration: Certain deposits may exceed federally insured limits. VC attempts to minimize its credit risk
associated with cash equivalents in the United States by utilizing highly rated financial institutions.

4, Contributions Receivable

Contributions receivable of $204,100 at June 30, 2018 are from individuals and foundations. There were no
contributions receivable at June 30, 2019. VC uses the direct write-off method with regards to receivables
deemed uncollectible. VC wrote off $4,100 and $1,500 in bad debt expense during the years ended June
30, 2019 and 2018, respectively.

5. Investments

Investments consist of various mutual funds housed with outside brokerage firms. The estimated cost basis
and fair value of investments (including accrued interest) are as follows at June 30:

2019 2018
Cost Fair Value Cost Fair Value
Mutual funds principally invested in fixed income $ 758,192 $ 717,672 $ 507,110 $ 536,613
Mutual funds principally invested in equities 926,029 876,539 1,082,223 1,145,185
Money market mutual funds 404,023 404,023 130,319 130,319
Exchange traded funds 652,244 617,386 312,353 330,526
Total investments $ 2,740,488 $ 2,615,620 $ 2,032,005 $ 2,142,643

Composition of investment income is summarized as follows for the years ended June 30:

2019 2018
Interest and dividends $ 65,627 $ 58,885
Net realized gains 118,747 4,951
Net unrealized gains (losses) (85,487) 110,636
Investment management fees (14,803) (14,774)
Total investment income (net) $ 84,084 $ 159,698
(continued)
Page 13
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

5. Investments (continued)

In accordance with ASC 958-205, composition of endowment net assets and the changes in endowment net
assets for the year ended June 30, 2019 are summarized as follows:

Endowment Net Assets

Time or Total

Purpose Perpetual in Endowment
June 30, 2019: Restricted Nature Assets
Endowment net assets at beginning of year $ 640,143 $ 1,502,500 $ 2,142,643
Donations 274,200 280,000 554,200
Investment income, net 48,268 - 48,268
Unrealized investment gains/losses 34,009 - 34,009
Expenditures (163,500) - (163,500)
Endowment net assets at end of year $ 833,120 $ 1,782,500 $ 2,615,620

The composition of endowment net assets and the changes in endowment net assets for the year ended
June 30, 2018 are summarized as follows:

Endowment Net Assets

Time or Total

Purpose Perpetualin Endowment
June 30, 2018: Restricted Nature Assets
Endowment net assets at beginning of year $ 785,961 $ 1,502,500 $ 2,288,461
Donations 4,100 - 4,100
Investment income, net 44111 - 44 111
Unrealized investment gains/losses 113,963 - 113,963
Transfers (110,530) - (110,530)
Expenditures (197,462) - (197,462)
Endowment net assets at end of year $ 640,143 $ 1,502,500 $ 2,142,643

VC is subject to the Uniform Prudent Management of Institutional Funds Act (and the California equivalent
enacted by SB 1329 in California) which requires the preservation of the fair value of the original gift as of
the gift date of the donor-restricted Madden and Margaret N. Stiegele Endowments absent explicit donor
stipulations to the contrary. VC therefore classifies as permanently restricted net assets (a) the original
value of gifts donated to the permanent Madden and Margaret N. Stiegele Endowments and (b) the original
value of subsequent gifts to the permanent Madden and Margaret N. Stiegele Endowments.

The remaining portion of the donor-restricted Madden and Margaret N. Stiegele Endowments not classified
in permanently restricted net assets are classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the organization in a manner consistent with the standard of prudence
prescribed by UPMIFA.
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Notes to Combined Financial Statements
June 30, 2019

5. Investments (continued)

In accordance with UPMIFA, VC considers the following factors in marking a determination to appropriate or
accumulate donor-restricted endowment funds:

. The duration and preservation of the fund

. The purposes of the organization 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 the organization.

. The investment policies of the organization

NOOR~rWN =

VC has an Investment Committee which has the responsibility for establishing VC’s return objectives. The
committee routinely oversees investment performance and reviews cash flows necessary to sustain VC’s
operating activities.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment funds may
fall below the level the donor or UPMIFA requires VC to retain as a fund of perpetual duration. In
accordance with ASC 958.205.55.31, there were no deficiencies of this nature required to be reported in net
assets without donor restrictions as of June 30, 2019 and 2018. Although there were none at June 30,
2019, future deficiencies could result from unfavorable market fluctuations which occur after the investment
of new restricted contributions and continued appropriation for certain programs deemed prudent by
management. VC’s investments may decline below their original basis due to market fluctuations and
unrealized losses which are beyond the control of the VC’s management. Deficiencies of this nature, if any,
will be reported in net assets without donor restrictions.

Return Objectives and Risk Parameters

VC has adopted investment and spending policies for endowment assets in an attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted
funds VC must hold in perpetuity or for a donor-specified period(s) as well as management designated
funds. Under this policy, as approved by the Investment Committee and the Board of Directors, the
endowment assets are invested in a manner that is intended to produce results that approximate the price
and yield results of the general market conditions while assuming a moderate level of investment risk.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, VC 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). VC targets a diversified asset allocation that places a greater emphasis on certain
investments to achieve its long-term return objectives within prudent risk constraints.

(continued)
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Notes to Combined Financial Statements
June 30, 2019

5. Investments (continued)

Spending Policy and How the Investment Objectives Relate to Spending Policy

VC has a policy of appropriating for distribution endowment funds to cover certain research and operational
costs on an as-needed basis as approved by the Board of Directors. Each endowment fund has a different
policy as to the use of the funds and the amounts which can be disbursed. The Madden endowment
provides for distributions of 5% for research or other expenses.

The Stiegele endowment provides for distributions in excess of contributed principal ($1,000,000) for
research. In accordance with this policy, VC appropriated $163,500 and $307,992 which represented the
board-approved budgeted draws from its investment portfolio for the years ended June 30, 2019 and 2018,
respectively.

In establishing this policy, VC considered the long-term expected return on its endowment. Accordingly,
over the long term, VC expects the current spending policy to allow its endowment to grow at a moderate
rate annually. This is consistent with VC’s objective to maintain the purchasing power of the endowment
assets held in perpetuity or for the specified term as well as to provide additional real growth through new
gifts and investment return.

6. Fair Value Measurements

Composition of selected assets utilizing fair value measurements at June 30, 2019 is as follows:

Totals Level 1 Level 2 Level 3
Mutual funds principally invested in fixed income $ 717672 $ 717672 $ - % -
Mutual funds principally invested in equities 876,539 876,539 - -
Money market mutual funds 404,023 404,023 - -
Exchange traded funds 617,386 617,386 - -
$ 2615620 $ 2,615,620 $ - $ -

Composition of selected assets utilizing fair value measurements at June 30, 2018 is as follows:

Totals Level 1 Level 2 Level 3
Contributions receivable $ 204,100 $ - $ 204,100 $ -
Mutual funds principally invested in fixed income 536,613 536,613 - -
Mutual funds principally invested in equities 1,145,185 1,145,185 - -
Money market mutual funds 130,319 130,319 - -
Exchange traded funds 330,526 330,526 - -

$ 2,346,743 $ 2,142,643 $ 204,100 -

VC had no assets classified as level 3 at June 30, 2019 and 2018.
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

7. Liquidity

VC regularly monitors liquidity required to meet its operating needs and other contractual commitments,
while also striving to maximize the safeguarding of its available funds. VC has various sources of liquidity at
its disposal, including cash, cash equivalents, and investments.

For purposes of analyzing resources available to meet general expenditures over a 12-month period, VC
considers all expenditures related to its ongoing activities of providing vascular research as well as the
conduct of services undertaken to support those activities to be general expenditures. In addition to
financial assets available to meet general expenditures over the next 12 months, VC operates with a
balanced budget and anticipates collecting sufficient revenue to cover general expenditures.

As of June 30, 2019, the following table shows the total financial assets held by VC and the amounts of
those financial assets that could readily be made available within one year of the balance sheet date to
meet general expenditures.

The following represents VC'’s financial assets at June 30, 2019:

Cash and cash equivalents $ 359,553
Investments 2,615,620
Less: amounts not available to be used within one year:

Net assets with donor restrictions - time and purpose (884,629)

Net assets with donor restrictions - perpetual in nature (1,782,500)
Financial assets available to meet general expenditures

over the next twelve months $ 308,044

A significant portion of the support that VC receives is restricted by donors. Because donor restrictions
require resources to be used in a particular manner or in a future period, VC must maintain sufficient
resources to meet those responsibilities to its donors. Thus, these financial assets may not be available for
general expenditure within one year. As part of VC’s liquidity management, it has a policy to structure its
financial assets to be available as its general expenditures, liabilities, and other obligations become due.

8. Property and Equipment

Property and equipment consist of the following at June 30:

2019 2018
Furniture and equipment $ 25,925 § 25,925
Software 12,764 12,764
Less: accumulated depreciation (36,777) (34,262)
Property and equipment, net $ 1,912 3 4,427

Depreciation expense amounted to $2,515 and $2,517 for the years ended June 30, 2019 and 2018,
respectively.
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VASCULAR CURES AND PACIFIC VASCULAR RESEARCH INSTITUTE

Notes to Combined Financial Statements
June 30, 2019

9. In-Kind Revenue

VC received donated services and goods totaling $2,094 and $18,705 during the years ended June 30,
2019 and 2018, respectively, which are recorded as in-kind revenue in the combined statements of activities
and changes in net assets and as in-kind services and goods in the combined statements of functional
expenses. These donated services and goods consisted of the following for the years ended June 30:

2019 2018
Goods $ 23,474 $ 18,705
Legal services 2,094 -
Total in-kind revenue $ 25,568 $ 18,705

10. Retirement Plan

VC offers employees the opportunity for participation in a salary reduction retirement plan qualified under
Internal Revenue Code Section 403(b). Substantially all full-time employees are eligible for participation in
the plan and are 100% vested in their deferred compensation balances. VC has the option of making
contributions to the plan as determined annually by the organization’s Board of Directors. During the years
ended June 30, 2019 and 2018, VC did not make matching contributions to the participating employee’s

salary deferrals.

11. Net Assets
Net assets consist of the following at June 30:

Net assets without donor restrictions

2019 2018
Undesignated $ 359,370 $ 383,198
Board designated for Wylie scholar program 56,977 107,902
Total net assets without donor restrictions $ 416,347 $ 491,100
Net assets with donor restrictions — time and purpose
Net assets with donor restrictions are restricted for the following purposes as of June 30:
Restricted by purpose: 2019 2018
Binkley (visiting professor program) $ 501,541 §$ 496,313
Madden 192,548 189,484
Margaret N. Stiegele 46,123 64,876
PROM-PAD program 23,614 -
Total net assets with donor restrictions $ 763,826 $ 750,673

(continued)
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Notes to Combined Financial Statements
June 30, 2019

11. Net Assets (continued)

Net assets were released from donor restrictions during the years ended June 30, 2019 and 2018 by
incurring expenses satisfying the restricted purposes or by occurrence of other events specified by the
donors as follows:

Released from: 2019 2018
Binkley (visiting professor program) $ 9,033 $ 10,430
Madden - 32,160
Margaret N. Stiegele - 100,000
Wylie Scholar Program 86,822 49,872
PROM-PAD program 206,386 5,000
Total net assets released from donor restrictions $ 302,241 $ 197,462

Net assets with donor restrictions—perpetual in nature

VC has an ongoing endowment fund for the purpose of attracting contributions in order to provide a pool of
funds to assist with vascular research. Net assets with donor restrictions which are perpetual in nature
consist of the following at June 30:

Restricted for: 2019 2018

Madden endowment $ 782,500 $ 502,500
Margaret N. Stiegele endowment 1,000,000 1,000,000
Net assets with donor restrictions-perpetual in nature $ 1,782,500 $ 1,502,500

12. Compensated Absences (Accrued Payroll and Related Benefits)

Financial statement presentation follows the recommendations of ASC 710.25, Compensated Absences.
Under ASC 710.25, VC is required to record a liability for the estimated amounts of compensation for
vacation and sick leave.

Employees are permitted to accrue a specific number of hours for estimated future absences, and such
accruals are recorded in the combined financial statements as an accrued liability on the combined
statements of financial position based on hourly rates in effect at the end of the fiscal year. Accrued
benefits amounted to $10,811 and $9,205 at June 30, 2019 and 2018, respectively.
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Notes to Combined Financial Statements
June 30, 2019

13. Commitments and Contingencies

In the normal course of business there are outstanding various commitments and contingent liabilities, such
as commitments to enter into contracts and future funding agreements, which are not reflected in the
combined financial statements.

Such commitments and contingencies also include risks associated with various economic and operating
factors, which include (a) Grant restrictions and donor conditions which obligate VC to fulfill certain
requirements as set forth in grant instruments, (b) Funding levels which vary based on factors beyond VC’s
control, such as generosity of donors and general economic conditions, (c) Employment and service
agreements with key management personnel, including executive officers of the organization, and (d)
Financial risks associated with funds on deposit in accounts at financial institutions.

Certain of the grants and contracts (including current and prior costs) are subject to adjustment upon review
and final acceptance by the granting agency. Management believes that such commitments, contingencies
and risks will not have a material adverse effect on the combined financial statements.

14. Subsequent Events

In compliance with ASC 855, Subsequent Events, Vascular Cures has evaluated subsequent events
through December 30, 2019 the date the combined financial statements were available to be issued.
Subsequent to June 30, 2019 (the organization's fiscal year), the novel coronavirus threat (which became
widespread during February and March 2020) has significantly impacted financial markets and has also
adversely impacted private enterprises with which the organization conducts business. These financial
statements do not contain any adjustments related to economic losses which may or may not be realized by
Vascular Cures. In the opinion of management, there are no other subsequent events which are required to
be disclosed.
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