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INDEPENDENT AUDITORS' REPORT

To the Board of Governors
Alzheimer's Drug Discovery Foundation

Opinion

We have audited the financial statements of Alzheimer's Drug Discovery Foundation (the “Foundation”), which
comprise the statement of financial position as of December 31, 2022, and the related statements of activities,
functional expenses and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
Alzheimer's Drug Discovery Foundation as of December 31, 2022, and the change in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(“GAAS”). 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 audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Report on 2021 Financial Statements

The financial statements of the Foundation as of and for the year ended December 31, 2021, were audited by another
auditor whose report dated November 4, 2022, expressed an unmodified opinion on those statements.

Change in Accounting Principle

As discussed in Note 2M of the financial statements, the Foundation changed its method of accounting for leases as
a result of the adoption of Accounting Standards Codification Topic 842, Leases, effective January 1, 2022, under
the modified retrospective transition method. Our opinion is not modified with respect to this matter.

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 for one year after the date that the financial statements are available to be issued.

Mayer Hoffman McCann CPAs
The New York Practice of Mayer Hoffman McCann P.C.
An Independent CPA Firm

685 Third Avenue Phone: 212.503.8800 4
New York, NY 10017 mhmcpa.com \KRESTON GLOBAL
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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:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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.

e 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.

e 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.

e 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.

Wlogn R Vlona PR

New York, NY
September 26, 2023




ALZHEIMER'S DRUG DISCOVERY FOUNDATION
STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2022 AND 2021

ASSETS
Cash and cash equivalents (Notes 21 and 14B)
Investments (Notes 2D, 2E, 6 and 7)
Contributions receivable, net (Notes 2F and 4)
Due from the Institute for the Study of Aging, Inc. (Notes 2H and 11)
Other assets
Operating lease right-of-use asset (Notes 2L, 2M and 10)
Property and equipment, net (Notes 2K and 8)

TOTAL ASSETS

LIABILITIES
Accounts payable and accrued liabilities
Mission related investments payable (Note 9)
Deferred revenue (Note 2G)
Operating lease liability (Notes 2L, 2M and 10)

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES (Note 13)
NET ASSETS (Notes 2B and 12)
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2022 2021

$ 9,679,574 $ 10,342,550

114,377,948 75,988,369

213,144,667 29,947,933

- 68,749

357,372 72,474
2,534,219 -
160,061 -

$ 340,253,841

$ 116,420,075

$ 2,594,953 $ 347,274
50,849,708 51,494,985
637,024 536,143
2,659,982 -
56,741,667 52,378,402
61,551,323 33,483,278
221,960,851 30,558,395
283,512,174 64,041,673

$ 340,253,841

$ 116,420,075

The accompanying notes are an integral part of these financial statements.



ALZHEIMER'S DRUG DISCOVERY FOUNDATION
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

For the Year Ended December 31, 2022 For the Year Ended December 31, 2021
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
SUPPORT AND REVENUE:
Contributions and grants (Notes 2F and 14A) $ 21,827,257 $ 224,422,930 $ 246,250,187 $ 5,947,396 $ 35,665,345 $ 41,612,741
Contribution of services from the Institute for the Study of Aging, Inc.
(Notes 2H, 11 and 14A) 4,041,031 - 4,041,031 3,330,651 - 3,330,651
Proceeds from special events, net of direct expenses (Notes 2G and 5) 2,485,255 - 2,485,255 2,076,513 - 2,076,513
Mission related investment returns (Note 9) 6,415,669 - 6,415,669 11,173,052 - 11,173,052
Investment income (loss) (Note 6) 231,985 - 231,985 (943,328) - (943,328)
Contribution from merger (Note 1) 452,892 - 452,892 - - -
Conference registration fees and other income 10,000 - 10,000 40,850 - 40,850
Net assets released from restrictions (Note 12) 33,020,474 (33,020,474) - 32,167,608 (32,167,608) -
TOTAL SUPPORT AND REVENUE 68,484,563 191,402,456 259,887,019 53,792,742 3,497,737 57,290,479
EXPENSES (Note 2J):
Program services:
Core 26,511,743 - 26,511,743 21,086,290 - 21,086,290
Diagnostic's Accelerator 9,515,182 - 9,515,182 17,899,380 - 17,899,380
Total program services 36,026,925 - 36,026,925 38,985,670 - 38,985,670
Supporting services:
Management and general 1,708,688 - 1,708,688 1,635,577 - 1,635,577
Fundraising 2,680,905 - 2,680,905 1,908,123 - 1,908,123
Total supporting services 4,389,593 - 4,389,593 3,543,700 - 3,543,700
TOTAL EXPENSES 40,416,518 - 40,416,518 42,529,370 - 42,529,370
CHANGE IN NET ASSETS 28,068,045 191,402,456 219,470,501 11,263,372 3,497,737 14,761,109
Net assets - beginning of year 33,483,278 30,558,395 64,041,673 22,219,906 27,060,658 49,280,564
NET ASSETS - END OF YEAR $ 61,551,323 $ 221,960,851 $ 283,512,174 3 33,483,278 $ 30,558,395 $ 64,041,673

The accompanying notes are an integral part of these financial statements. -4 -



Mission related investments (Note 9)

Salaries, payroll taxes and employee benefits (Note 11)
Website design, public relations and rebranding

Venue, catering and other special event direct expenses
Professional fees

Research, honorarium and internships

Communications and publications

Occupancy

Sponsored conferences, meetings and travel
Miscellaneous office expenses

Less: Direct costs of special events (Notes 2G and 5)

TOTAL EXPENSES

ALZHEIMER'S DRUG DISCOVERY FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2022
(WITH COMPARATIVE TOTALS FOR DECEMBER 31, 2021)

Program Services Supporting Services

Total Management Total

Diagnostic's Program and Supporting Total Total
Core Accelerator Services General Fundraising Services 2022 2021
$ 21,364,700 $ 8,091,221 $ 29,455,921 $ - $ - $ - $ 29,455,921 $ 33,124,637
3,038,306 390,466 3,428,772 1,328,600 1,649,857 2,978,457 6,407,229 6,344,269
274,688 10,919 285,607 - - - 285,607 55,996

- - - - 1,387,492 1,387,492 1,387,492 -
590,080 778,146 1,368,226 117,114 179,050 296,164 1,664,390 1,475,572
8,000 4,000 12,000 - - - 12,000 10,500
230,398 82,196 312,594 41,817 106,331 148,148 460,742 364,527
182,589 - 182,589 87,490 102,706 190,196 372,785 354,847
410,531 156,687 567,218 18,932 22,225 41,157 608,375 69,687
412,451 1,547 413,998 114,735 177,968 292,703 706,701 729,335

- - - - (944,724) (944,724) (944,724) -
$ 26,511,743  $ 9,515,182 $ 36,026,925 $ 1,708,688 § 2,680,905 $ 4,389,593 $ 40,416,518 $ 42,529,370

The accompanying notes are an integral part of these financial statements. -5-



Mission related investments (Note 9)

Salaries, payroll taxes and employee benefits (Note 11)
Website design, public relations and rebranding
Professional fees

Research, honorarium and internships
Communications and publications

Occupancy

Sponsored conferences, meetings and travel
Miscellaneous office expenses

TOTAL EXPENSES

ALZHEIMER'S DRUG DISCOVERY FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2021

Program Services

Supporting Services

Total Management Total

Diagnostic's Program and Supporting Total

Core Accelerator Services General Fundraising Services 2021

$ 16,077,552 $ 17,047,085 33,124,637 - $ - - $ 33,124,637

3,223,866 410,539 3,634,405 1,296,099 1,413,765 2,709,864 6,344,269

54,392 399 54,791 543 662 1,205 55,996

944,414 267,563 1,211,977 57,825 205,770 263,595 1,475,572

7,750 2,750 10,500 - - - 10,500

95,746 164,392 260,138 37,245 67,144 104,389 364,527

169,205 - 169,205 83,106 102,536 185,642 354,847

49,338 5,293 54,631 3,366 11,690 15,056 69,687

464,027 1,359 465,386 157,393 106,556 263,949 729,335

$ 21,086,290 $ 17,899,380 38,985,670 1,635,577 $ 1,908,123 3,543,700 $ 42,529,370
The accompanying notes are an integral part of these financial statements. -6-



ALZHEIMER'S DRUG DISCOVERY FOUNDATION
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 219,470,501 $ 14,761,109
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Donated securities (14,190,352) (252,473)
Realized and unrealized loss on investments, net 625,690 462,159
Reduction in carrying amount of right-of-use asset - operating leases 125,763 -
Subtotal 206,031,602 14,970,795
Changes in operating assets and liabilities:
(Increase) decrease in assets:
Contributions receivable (183,196,734) (18,692,165)
Due from the Institute for the Study of Aging, Inc. 68,749 (471,425)
Other assets (284,898) (66,534)
Increase (decrease) in liabilities:
Accounts payable and accrued liabilities 2,247,679 264,759
Mission related investments payable (645,277) 3,895,017
Deferred revenue 100,881 520,143
Net Cash Provided by Operating Activities 24,322,002 420,590
CASH FLOWS FROM INVESTING ACTIVITIES:
Property and equipment acquisitions (160,061) -
Proceeds from sale of investments 304,824,634 279,808,701
Purchase of investments (329,649,551) (279,636,259)
Net Cash (Used in) Provided by Investing Activities (24,984,978) 172,442
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (662,976) 593,032
Cash and cash equivalents - beginning of year 10,342,550 9,749,518
CASH AND CASH EQUIVALENTS - END OF YEAR $ 9,679,574 $ 10,342,550
The accompanying notes are an integral part of these financial statements. -7-



ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 1 — ORGANIZATION AND NATURE OF ACTIVITIES

Alzheimer’s Drug Discovery Foundation (the “Foundation”) is a not-for-profit, tax-exempt organization incorporated
in Delaware in April 2004 whose mission is to rapidly accelerate the discovery of drugs to prevent, treat and cure
Alzheimer’s disease.

The Foundation is exempt from federal income taxes under Section 501(a) of the United States Internal Revenue
Code (the “Code”) as an organization described in Section 501(c)(3) and has been classified as an organization
that is not a private foundation under Section 509(a) of the Code. Contributions to the Foundation are tax deductible
within the limits prescribed by the Code. The Foundation is also exempt from state and local income taxes.

Effective December 31, 2022, the Institute for the Study of Aging, Inc. (the “Institute”), a New York not-for-profit
organization merged into the Foundation, with the Foundation as the surviving corporation in the merger. The
purpose of the merger was to combine into one entity two organizations that support scientific research to rapidly
accelerate the discover of drugs to prevent, treat and cure cognitive decline, Alzheimer’'s disease and related
dementias proving for, among other things, greater efficiency in and elimination duplication of their separate
administration and operations. The transaction was accounted for under Financial Accounting Standards Board
(“FASB”) Accounting Standards Codification (“ASC”) 958-805. In accordance with FASB ASC 958-805, the
Foundation recognized the assets and liabilities of the Institute amounting to $2,572,172 and $2,119,280,
respectively, as of December 31, 2022, and contribution income of $452,892 as part of the transaction.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting

The financial statements of the Foundation have been prepared on the accrual basis of accounting and conform
to accounting principles generally accepted in the United States of America (“GAAP”).

B. Basis of Presentation

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

e Net Assets Without Donor Restrictions — represents net assets that are not subject to donor-imposed
restrictions and may be expended for the purpose of performing the primary objectives of the Foundation.
These net assets may be used at the discretion of the Foundation’s management and board of governors.

o Net Assets With Donor Restrictions — represents 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 the
Foundation or by the passage of time. Other donor restrictions are perpetual in nature, whereby the donor
has stipulated the fund be maintained in perpetuity. Donor restrictions 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 statement of activities.

C. Use of 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 disclosures 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.

D. Investments

The Foundation has an investment policy in compliance with the New York State Prudent Management of
Institutional Funds Act. Investments in equity and fixed-income securities and mutual funds are reported at their
fair values, based on quoted market prices in active markets at the published market closing prices at the
statement of financial position date.

Gains and losses on securities are determined by a comparison of specific costs at acquisition to proceeds at the
time of disposal, or to the fair values at year end, and are reported in the accompanying statement of activities.
Purchases and sales of securities are reflected on a trade-date basis. Dividend and interest income are recognized
when earned.

-8-



ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Fair Value Measurements

Investments are reported at fair value based upon quoted market value. Donated securities are recorded at their
fair value, as determined using quoted market prices, at the date of donation. Fair value measurements are based
on 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. In order to increase consistency and comparability in fair value
measurements, a fair value hierarchy prioritizes observable and unobservable inputs used to measure fair value
into three levels, as described in Note 7.

F. Contributions and Grants

The Foundation records contributions of cash and other assets when received or when the unconditional promise
to give such assets is received from the donor. Contributions are recorded at the fair value of the assets received
and are classified as net assets without donor restrictions and net assets with donor restrictions, based on the
existence and/or nature of donor restrictions. The Foundation reports gifts of cash and other assets as with donor
restrictions if they are received with donor stipulations that limit the use of donated assets. When a donor restriction
expires, that is, when a stipulated time restriction ends or a purpose restriction is accomplished, net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the statements of
activities as net assets released from restrictions.

As of both December 31, 2022 and 2021, the Foundation determined that an allowance for uncollectible
contributions receivable was not necessary. The determination is based on a combination of factors, such as
management’s estimate of the creditworthiness of the contributors, a review of individual accounts outstanding
and the aged basis of the receivable and historical experience.

G. Special Events Revenue

Special events revenue, other than contributions, applicable to the current year are recognized as revenue in
the year the event takes place. Special events revenue received for a future year’s event are deferred and
recognized when the event takes place.

H. Contributed Services

The Foundation recognizes contributions of service which create or enhance non-financial assets, require
specialized skills that are provided by individuals possessing those skills and would typically need to be purchased
if not contributed. Contributed services and promises to give services that do not meet the above criteria are not
recognized in the financial statements. In 2022 and 2021, the Foundation recorded in-kind contributions provided
by the Institute, which are further described in Note 11 to the financial statements.

Individuals contribute freely of their time and talent in furtherance of the Foundation’s goals. The Foundation has
not recorded the value of these services in its financial statements since a clearly measurable basis for a
determination of such a value does not exist.

In-kind contributions for the years ended December 31 consisted of the following:

Usage in Donor-imposed Fair Value
Nonfinancial Asset 2022 2021 Programs/Activities Restrictions Techniques
Office space, $ 4,041,031 $ 3,330,651 Various programs No associated Based on current
equipment, personnel, of the Foundation donor restriction rate of services
independent provided and
contractors and current value of
administrative support goods donated



ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

I. Cash and Cash Equivalents

The Foundation considers all highly liquid investments, with maturities of three months or less when purchased,
to be cash equivalents. Cash and cash equivalents are carried at cost, which approximates fair value.

J.  Functional Allocation of Expenses

The costs of providing various programs and other activities of the Foundation have been summarized on a
functional basis in the statements of functional expenses. The majority of the Foundation’s expenses can
generally be directly identified with the program or supporting service to which they relate and are charged
accordingly. Other expenses by function are allocated to components of these services based on allocation
factors determined by management that are reasonable and consistently applied.

K. Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. These amounts do not purport to
represent replacement or realizable values. The Foundation capitalizes property and equipment with a cost of
$2,000 or more and a useful life greater than one year. Depreciation is provided on a straight-line basis over the
estimated useful lives of the assets.

L. Leases

The Foundation determines if an arrangement is or contains a lease at inception. Leases are included in right-of-
use (“ROU”) asset and lease liability in the statements of financial position. ROU asset and lease liability reflect
the present value of future minimum lease payments over the lease term. The Foundation does not report ROU
asset and lease liability for its short-term leases (leases with a term of 12 months or less). Instead, the lease
payments of those leases are reported as lease expenses on a straight-line basis over the lease term.

M. Reclassifications
Certain line items in the December 31, 2021 financial statements have been reclassified to confirm to the
December 31, 2022 presentation.

N. Recently Enacted Accounting Standards

FASB Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842) was adopted by the Foundation for
the year ended December 31, 2022. This new standard introduces a new lease model that requires the recognition
of lease assets and lease liabilities on the statement of financial position and the disclosure of key information
about leasing arrangements. The Foundation adopted Topic 842 using January 1, 2022 as the date of initial
adoption, which required the Foundation to recognize lease assets and liabilities as of that date. The adoption of
Topic 842 was done using a modified retrospective approach that does not require restating prior periods, and as
such the adoption had no impact to the prior year financial statements, including the change in net assets as
previously reported.

NOTE 3 — LIQUIDITY AND AVAILABILITY OF RESOURCES FOR GENERAL EXPENDITURE

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use, within
one year of the statements of financial position date, comprise the following as of December 31:

2022 2021

Cash and cash equivalents $ 9,679,574 $ 10,342,550
Contributions receivable 213,144,667 29,947,933
Investments 114,377,948 75,988,369
Total financial assets 337,202,189 116,278,852
Less: Net assets with donor restrictions (221,960,851) (30,558,395)
$ 115,241,338 $ 85,720,457

The Foundation invests cash in excess of daily requirements in short-term investments, typically money market
funds and U.S. Treasury Bills.

-10-



ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 4 — CONTRIBUTIONS RECEIVABLE, NET

The Foundation records contributions receivable that are expected to be collected within one year at realizable
value and multi-year contributions receivable at the present value of the estimated future cash flows.

Contributions receivables, net consisted of the following as of December 31:

2022 2021

Due within one year $ 39,134,550 $ 9,313,318
Due in two to five years 119,815,583 21,111,238
Due in more than five years 83,741,880 241,880
242,692,013 30,666,436

Less unamortized discount (29,547,346) (718,503)
$ 213,144,667 $ 29,947,933

The pledges to be received after one year are discounted at interest rates ranging from 0.18% to 4.45%. The pledge
discount net of amortization is reflected as a decrease to contribution revenue in the accompanying financial
statements and amounted to $28,828,843 and $429,665 as of December 31, 2022 and 2021, respectively.

NOTE 5 — FUNDRAISING EVENTS

Proceeds for events are shown in the statements of activities, net of direct costs, for the years ended December

31 are as follow:

Fundraising event proceeds $
Less direct expenses

Net event proceeds $

The direct expenses are funded by support from specific donors.

NOTE 6 — INVESTMENTS

Investments consisted of the following as of December 31:

U.S. government securities
Treasury bills $
Other government agencies

Corporate money market instruments

Corporate bonds and notes

Equity securities

Investment income (loss) consists of the following for the years ended December 31:

Realized loss $
Unrealized income (loss)
Interest and dividend income

Less investment fees

2022 2021
3429979 $ 2,821,986

(944,724) (745,473)

2485255 $ 2,076,513

2022 2021

32,172,139  $ 22,683,683
23,095,149 1,999,840
37,185,101 30,085,204
18,697,981 21,179,383

3,227,578 40,259

$ 114,377,948  $ 75,988,369
2022 2021

(2,911,987) $ (40,286)
2,286,297 (1,149,819)

857,675 280,777

231,985 (909,328)

- (34,000)

$ 231,985 $ (943,328)

-11-



ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 7 — FAIR VALUE MEASUREMENTS

The fair value hierarchy defines three levels as follows:

Level 1: Valuations based on quoted prices (unadjusted) in an active market that are accessible at the
measurement date for identical assets or liabilities. The fair value hierarchy gives the highest priority to
Level 1 inputs. Level 1 valuations are obtained from real-time quotes for transactions in active exchange
markets involving identical assets.

Level 2: Valuations based on observable inputs other than Level 1 prices such as quoted prices for similar
assets or liabilities; quoted prices in inactive markets; or model-derived valuations in which all significant
inputs are observable or can be derived principally from or corroborated with observable market data.

Level 3: Valuations based on unobservable inputs are used when little or no market data is available. The
fair value hierarchy gives the lowest priority to Level 3 inputs.

In determining fair value, the Foundation utilizes valuation techniques that maximize the use of observable inputs
and minimize the use of unobservable inputs to the extent possible in its assessment of fair value.

Following is a description of the valuation methodologies used for investments measured at fair value:

The fair values of corporate money market instruments, corporate bonds and notes, and equity securities
are based on the closing price reported on the active market where the individual securities are traded.

Investments in U.S. Treasury bills and other government agencies are valued using a market approach on
yields currently available on comparable securities of issuers with similar credit ratings.

Financial assets carried at fair value at December 31, 2022 are classified as follows:

Level 1 Level 2 Total

U.S. government securities:
Treasury bills $ 32,172,139  $ $ 32,172,139

23,095,149 23,095,149

Other government agencies -
Corporate money market instruments 32,596,813 4,588,288 37,185,101
Corporate bonds and notes 12,114,070 6,583,911 18,697,981
Equity securities 3,227,578 - 3,227,578
Total assets carried at fair value $ 80,110,600 $ 34,267,348 § 114,377,948

Financial assets carried at fair value at December 31, 2021 are classified as follows:

Level 1 Level 2 Total

U.S. government securities:
Treasury bills $ - $ 22,683,683 $ 22,683,683
Other government agencies - 1,999,840 1,999,840
Corporate money market instruments - 30,085,204 30,085,204
Corporate bonds and notes - 21,179,383 21,179,383
Equity securities 40,259 - 40,259
Total assets carried at fair value $ 40259 $ 75948110 $ 75,988,369

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, although the Foundation 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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ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 8 — PROPERTY AND EQUIPMENT, NET

As a result of the merger of the Foundation and the Institute effective December 31, 2022, the Foundation assumed
the Institute’s assets and liabilities, including its property and equipment. Property and equipment, net consist of the
following as of December 31:

2022 Estimated Useful Lives

Furniture and equipment $ 506,072 5-7 years
Leasehold improvements 178,540 5 years
Total cost 684,612
Less: accumulated depreciation (524,551)
Net book value $ 160,061

NOTE 9 — MISSION RELATED INVESTMENTS AND COMMITMENTS

The Foundation has accrued mission related investments (“MRI”) for drug research that have been approved by
the Foundation’s MRI Approval Board or Board of Governors in the amount of $50,849,708 and $51,494,985 as of
December 31, 2022 and 2021, respectively. These MRIs are in the areas of drug discovery, clinical trials, early
detection and prevention for cognitive aging and Alzheimer’s disease. The primary purpose of MRl is to achieve the
Foundation’s programmatic mission, production of income from MRI is not the significant purpose. MRIs are
accounted as programmatic investments; the contribution element of such investments are accounted for under
ASC 958-720. Programmatic investments offer both financial and programmatic returns. Financial returns are
recorded as income upon receipt in the statements of activities.

During the years ended December 31, 2022 and 2021, MRIs approved in the prior year totaling $532,430 and
$2,072,542, respectively, were cancelled due to the inability of the grantee to meet the MRI requirements. These
MRI amounts had been included in mission related investments payable as of December 31, 2021 and 2020.

The Foundation received MRI returns in the amounts of $6,415,669 and $11,173,052 for the years ended December
31, 2022 and 2021, respectively.

NOTE 10 — LEASES

The Foundation leases property under a long-term non-cancellable operating lease agreement which expires in
2030. The Foundation has elected the short-term exemption for all leases with a term of 12 months or less for both
existing and ongoing leases to not recognize the asset and liability for these leases. Lease payments for short-term
leases are recognized on a straight-line basis.

The weighted-average discount rate is based on the discount rate implicit in the lease. The Foundation has elected
the option to use the incremental borrowing rate determined during a period comparable to lease terms as the
discount rate where the implicit rate is not readily determinable.

The weighted-average remaining lease term of the operating lease is 7.92 years, and the weighted average discount
rate of the operating lease is 1.63%.

As of December 31, 2022 the right-of-use asset balance totaled $2,534,219 and the operating lease liability totaled
$2,659,982, as shown in the statement of financial position. Future minimum payments for non-cancelable leases
for the next five years ending after December 31, 2022 and thereafter is as follows:

2023 $ 345,526
2024 352,437
2025 329,381
2026 306,466
2027 374,009
Thereafter 1,134,270
Total lease payments 2,842,089
Less: present value discount (182,107)
Present value of lease liabilities $ 2,659,982
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ALZHEIMER’S DRUG DISCOVERY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

NOTE 11 — RELATED-PARTY TRANSACTIONS

On January 1, 2011, the Foundation and the Institute entered a five-year “Services and In-Kind Donation
Agreement” (“Services Agreement”), which can be renewed annually with the approval of the Institute and the
Foundation. The agreement with the Foundation was renewed to December 31, 2022. Under the Services
Agreement, the Institute provides office space, equipment, personnel and related employee benefits, independent
contractors, and other administrative support to the Foundation free of charge. Contributions under this agreement
totaled $4,041,031 and $3,330,651 for the years ended December 31, 2022 and 2021, respectively. These in-kind
contributions are shown as support in the statements of activities, and are included as salaries, payroll taxes and
employee benefits and other expense categories in the statements of functional expenses.

During the years ended December 31, 2022 and 2021, members of the Board of Governors donated investment
securities valued at approximately $909,000 and $119,000, respectively. During the year ended December 31,
2022, the Foundation received pledges from the Lauder family, “the founders of the Foundation, totaling $190
million to cover the operating expenses of the Foundation for the next ten to fifteen years.

NOTE 12 — NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purposes or periods as of December 31:

2022 2021

Time restricted funds $ 207,402,106 $ 18,418,457
Purpose restricted funds 14,280,894 11,881,932
Fund for Alzheimer Drug Discovery 277,851 258,006
$ 221,960,851 $ 30,558,395

Net assets with donor restrictions consist of funds for the aging and Alzheimer’s disease prevention program, and
for an awards research program. Net assets of $51,020,474 and $32,167,608 for the years ended December 31,
2022 and 2021, respectively, were released from donor restrictions by incurring expenses satisfying the restricted
purpose or by the passage of time or other events specified by the donors.

In 2006, the Foundation created The Fund for Alzheimer’s Drug Discovery (the “Fund”) to raise funds in the form of
contributions using a non-profit venture fund model to further the mission of the Foundation. Each Fund grant was
structured to enable the Fund to share financially in the further commercial development of successful products or
procedures, if any.

NOTE 13 — COMMITMENTS AND CONTINGENCIES

The Foundation believes it has no uncertain tax positions as of December 31, 2022 and 2021, in accordance with
ASC Topic 740, Income Taxes, which provides standards for establishing and classifying any tax provisions for
uncertain tax positions.

NOTE 14 — CONCENTRATIONS

A. During the years ended December 31, 2022 and 2021, the Foundation received support totaling approximately
$273,227,000 and $38,554,000 from twenty two and twenty contributors, respectively, including donated
securities in 2022 and 2021, which approximates ninety seven and seventy percent of total support and
revenue, respectively. Nine and five of the contributors, respectively, are related parties, including the Institute.
The operation of the Foundation’s programs, at present levels, is dependent upon continued funding.

B. Cash and cash equivalents that potentially subject the Foundation to a concentration of credit risk include cash
accounts that exceed the Federal Deposit Insurance Corporation (“FDIC”) insurance limits ($250,000 per
depositor, per insured financial institution) by approximately $9,247,000 as of December 31, 2022. The excess
includes outstanding checks.

NOTE 15 — SUBSEQUENT EVENTS

Management has evaluated, for potential recognition and disclosure, events subsequent to the date of the statement
of financial position through September 26, 2023, the date the financial statements were available to be issued.
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