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Report of Independent Auditors

Board of Trustees
International Life Sciences Institute
Washington, D.C.

Opinion

We have audited the financial statements of the International Life Sciences Institute (ILSI), which
comprise the statements of financial position as of December 31, 2023 and 2022, and the related
statements of activities, functional expenses, and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of ILS| as of December 31, 2023 and 2022, 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
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of ILSI 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.

Adoption of New Accounting Standard

As discussed in Note A to the financial statements, effective January 1, 2023, ILSI adopted Financial
Accounting Standards Board Accounting Standards Update 2016-13 and subsequent amendments,
Financial Instruments—Credit Losses (Topic 326). 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 ILSI's ability to
continue as a going concern for one year after the date that the financial statements are available to
be issued.
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Auditor’s 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 auditor’s
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 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.

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 ILSI'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 ILSI's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.
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Vienna, Virginia
May 31, 2024



International Life Sciences Institute

Statements of Financial Position

As of December 31, 2023 and 2022

2023 2022
Assets
Cash and cash equivalents $ 176,726 $ 528,879
Investments - Note E 6,068,586 6,258,061
Accounts receivable, net allowance for credit losses of $0 in 2023
and 2022 - Note B 81,867 42,185

Amounts due under NPO Services Agreement - Note G 58,590 103,727
Rent receivable under NPO Space Agreement - Note G 468,835 497,956
Prepaid expenses and other assets 11,724 570
Deposit for office lease 63,552 53,552
Property and equipment, net - Note F 600,584 688,036
ROU asset - operating lease - Note | 3,222,808 3,701,115
Total assets $ 10,753,272 $ 11,874,081
Liabilities and net assets
Liabilities:
Accounts payable $ 77,427 % 43,699
Accrued expenses 120,273 127,907
Amounts payable under NPO Services agreement - Note G - -
Deferred revenue - affiliated entity assessments - Note C 1,781 1,781
Deferred revenue - royalties - Note C 55,129 282,399
Deferred revenue - other income - Note C 10,998 -
Deposits payable under NPO Services and Space Agreements -

Note G 246,141 246,141
Operating lease liability - Note J 4,624,757 5,262,906

Total liabilities 5,136,506 5,964,833
Net assets:
Without donor restrictions:

Board-designated 5,395,408 5,655,883
With donor restrictions - Note H 221,358 253,365

Total net assets 5,616,766 5,909,248
Total liabilities and net assets $ 10,753272 $ 11,874,081

See accompanying notes to the financial statements.
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International Life Sciences Institute

Statement of Activities

Year ended December 31, 2023

Without donor  With donor 2023
restrictions restrictions Total
Revenue:
Reimbursements under NPO Services Agreement, net- Note G $ 795,189 $ - $ 795,189
Affiliated entity assessments 122,652 - 122,652
Royalties 342,151 - 342,151
Contributions 316 33,500 33,816
Investment income, net - Note E 236,363 - 236,363
1,496,671 33,500 1,530,171
Net assets released from restriction 65,507 (65,507) -
Total revenue 1,562,178 (32,007) 1,530,171
Expenses:
Program services:
ILSI Global 319,733 - 319,733
Research program 190,585 - 190,585
Press 240,060 - 240,060
United States and Canada 322,684 - 322,684
Expenses under NPO Services Agreement 795,189 - 795,189
Total program services 1,868,251 - 1,868,251
Supporting services:
General and administrative 234,968 - 234,968
Fundraising 93,596 - 93,596
Total expenses 2,196,815 - 2,196,815
Change in net assets from operations (634,637) (32,007) (666,644)
Net change in fair value of investments - Note E 374,162 - 374,162
Change in net assets (260,475) (32,007) (292,482)
Net assets, beginning of year 5,655,883 253,365 5,909,248
Net assets, end of year $ 5395408 $ 221358 $ 5616,766

See accompanying notes to the financial statements.
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International Life Sciences Institute

Statement of Activities

Year ended December 31, 2022

Without donor With donor 2022
restrictions restrictions Total
Revenue:
Reimbursements under NPO Services Agreement, net- Note G $ 799,557 $ - $ 799,557
Affiliated entity assessments 135,531 - 135,531
Royalties 314,885 - 314,885
Other income 18,487 - 18,487
Investment income, net - Note E 182,684 - 182,684
1,451,144 - 1,451,144
Net assets released from restriction 44,252 (44,252) -
Total revenue 1,495,396 (44,252) 1,451,144
Expenses:
Program services:
ILSI Global 406,227 - 406,227
Research program 538,812 - 538,812
Press 235,248 - 235,248
United States and Canada 103,610 - 103,610
Expenses under NPO Services Agreement 799,557 - 799,557
Total program services 2,083,454 - 2,083,454
Supporting services:
General and administrative 351,574 - 351,574
Fundraising 107,145 - 107,145
Total expenses 2,542,173 - 2,542,173
Change in net assets from operations (1,046,777) (44,252) (1,091,029)
Net change in fair value of investments - Note E (1,242,496) - (1,242,496)
Change in net assets (2,289,273) (44,252) (2,333,525)
Net assets, beginning of year 7,945,156 297,617 8,242,773
Net assets, end of year $ 5655883 $ 253365 $ 5909248

See accompanying notes to the financial statements.
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Salaries and benefits

Travel and meetings

Grants and research awards

Occupancy and depreciation

Consultants

Equipment and supplies

Publications

Financial and professional
services

Insurance

Other

Communications

ILSI allocation of NPO Services

Total expenses

Revenue included with
expenses on the statement
of activities

Sublease rental income

Total expenses included in the
statement of activities

International Life Sciences Institute

Statement of Functional Expenses

Year ended December 31, 2023

Program services

Supporting services

Research United States NPO General and 2023

ILSI| Global program Press and Canada Services Total administrative  Fundraising Total Total
$ 167,300 $ 140,180 123950 $ 219659 $ 817,912 $ 1,469,001 $ 63,051 $ 68,940 131,991 $ 1,600,992
51,604 - 751 15,163 3,071 70,589 2,491 - 2,491 73,080
17,000 - - - - 17,000 - - - 17,000
44,316 37,132 32,833 58,185 476,763 649,229 17,654 18,262 35,916 685,145
10,695 - - 5,000 500 16,195 - - - 16,195
2,031 271 - - 41,463 43,765 1,695 - 1,695 45,460
- - 70,490 4,058 - 74,548 - - - 74,548
4,297 - - 21 53,786 58,104 7,999 - 7,999 66,103
- - - - 35,671 35,671 9,564 - 9,564 45,235
55 - - - 2,597 2,652 4,553 - 4,553 7,205
6,918 - 540 225 31,883 39,566 364 - 364 39,930
15,517 13,002 11,496 20,373 (194,379) (133,991) 127,597 6,394 133,991 -
319,733 190,585 240,060 322,684 1,269,267 2,342,329 234,968 93,596 328,564 2,670,893
- - - - (474,078) (474,078) - - - (474,078)
$ 319733 % 190,585 240,060 $ 322,684 $ 795189 $ 1,868251 $ 234,968 $ 93,596 328,564 $ 2,196,815

See accompanying notes to the financial statements.
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International Life Sciences Institute

Statement of Functional Expenses

Year ended December 31, 2022

Program services

Supporting services

Research United States NPO General and 2022
ILSI| Global program Press and Canada Services Total administrative  Fundraising Total Total

Salaries and benefits $ 165,384 % 302,430 124,321 % 66,334 $ 782,878 $ 1,441,347 $ 63,668 $ 83,276 146,944 $ 1,588,291
Travel and meetings 70,123 142,130 9,224 12,197 1,805 235,479 536 - 536 236,015
Grants and research awards 23,912 - - - - 23,912 - - - 23,912
Occupancy and depreciation 35,200 64,368 26,460 14,118 493,301 633,447 14,501 17,725 32,226 665,673
Consultants 89,099 451 3,398 5,451 8,588 106,987 230 - 230 107,217
Equipment and supplies 3,130 1,930 300 - 45,076 50,436 4914 - 4914 55,350
Publications 29 73 61,312 146 - 61,560 - - - 61,560
Financial and professional

services - 796 - - 45,142 45,938 31,335 - 31,335 77,273
Insurance - - - - 34,652 34,652 9,937 - 9,937 44,589
Other 105 4,188 260 - 3,878 8,431 117,483 - 117,483 125,914
Communications 7,044 134 801 470 37,917 46,366 147 - 147 46,513
ILSI allocation of NPO Services 12,201 22,312 9,172 4,894 (163,546) (114,967) 108,823 6,144 114,967 -
Total expenses 406,227 538,812 235,248 103,610 1,289,691 2,573,588 351,574 107,145 458,719 3,032,307
Revenue included with

expenses on the statement

of activities

Sublease rental income - - - - (490,134) (490,134) - - - (490,134)
Total expenses included in the
statement of activities $ 406227 ¢ 538812 $ 235248 ¢ 103610 $ 799557 $ 2083454 $ 351,574 $ 107,145 $ 458719 §$ 2542173

See accompanying notes to the financial statements.
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International Life Sciences Institute

Statements of Cash Flows

Years ended December 31, 2023 and 2022

2023 2022
Cash flows from operating activities
Change in net assets $ (292,482) $ (2,333,525)
Adjustments to reconcile change in net assets to net cash
flows from operating activities:
Depreciation 98,469 98,951
Net change in fair value of investments (374,162) 1,242,496
Noncash lease expense 478,307 467,385
Changes in operating assets and liabilities:
Accounts receivable (39,682) 174,748
Amounts due under NPO Services Agreement 45,137 (302)
Rent receivable under NPO Space Agreement 29,121 791
Prepaid expenses and other assets (11,154) 450
Deposit for office lease (10,000) -
Accounts payable and accrued expenses 26,094 2,790
Deferred revenue (216,272) 3,426
Operating lease liability (638,149) (609,569)
Total adjustments (612,291) 1,381,166
Net cash flows from operating activities (904,773) (952,359)
Cash flows from investing activities
Proceeds from sales or maturities of investments (228,428) 2,064,501
Purchases and reinvestments of investments 792,065 (1,254,185)
Purchases of property and equipment (11,017) -
Net cash flows from investing activities 552,620 810,316
Net change in cash and cash equivalents (352,153) (142,043)
Cash and cash equivalents, beginning of year 528,879 670,922
Cash and cash equivalents, end of year $ 176,726 $ 528,879

See accompanying notes to the financial statements.
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International Life Sciences Institute

Notes to the Financial Statements

Years ended December 31, 2023 and 2022

Note A - Organization and Summary of Significant Accounting Policies

Organization

The International Life Sciences Institute (ILSI) was incorporated under the laws of the District of
Columbia in July 1978 in order to promote an understanding and resolution of nutrition, food safety,
toxicology, risk assessment, and environmental issues worldwide. Through ILSI, scientific experts
from the academic, government, industrial, and public sectors throughout the world collaborate on
research and education programs at national and international levels.

ILSI has also established and chartered multiple affiliated entities located throughout the world. ILSI
does not maintain a majority voting interest in the governing bodies of these entities; accordingly,
these financial statements do not reflect the financial position, changes in net assets, and cash flows
of ILSI's affiliated entities.

Income taxes

ILSI is exempt from the payment of income taxes on their exempt activities under Section 501(c)(3)
of the Internal Revenue Code and is classified by the Internal Revenue Service (IRS) as other than a
private foundation within the meaning of Section 509(a)(1) of the Internal Revenue Code. ILSI does
not have any uncertain tax positions that are material to the financial statements as of December
31,2023 and 2022.

Basis of accounting

ILSI prepares its financial statements on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States (U.S. GAAP). Accordingly, revenues are
recognized when earned and expenses are recognized when the underlying obligations are
incurred.

Adoption of accounting standard

ILSI adopted Accounting Standards Update (ASU) 2016-13 and subsequent amendments, Financial
Instruments - Credit Losses (Topic 326) (the guidance) on January 1, 2023. The guidance replaces the
incurred loss impairment model with an expected loss model, also referred to as the current
expected credit loss (CECL) model. The model requires ILSI to measure expected credit losses on
financial assets measured at amortized cost and record an allowance for credit loss against those
assets. LS| adopted the guidance using the modified retrospective approach. There was no impact
to ILSI from adopting the standard as of January 1, 2023.

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
ILSI's ongoing program services. Nonoperating activities are limited to the net change in fair value of
investments.



International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note A - Organization and Summary of Significant Accounting Policies (Continued)

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from estimates.

Cash and cash equivalents

For financial statement purposes, ILSI considers all demand deposit accounts and highly liquid
instruments which are held for current operations to be cash and cash equivalents. All other highly
liquid instruments, which are included within ILSI's investment portfolio are set aside for investment
purposes.

Investments and fair value measurement

Investments in money market funds, mutual funds and exchange traded funds are carried at fair
value in accordance with U.S. GAAP. Investment income, net consists of interest and dividends
earned from cash, cash equivalents and investments, net of related investment management
expenses. Realized and unrealized gains and losses are recorded as change in fair value in the
statement of activities. Gains and losses arising from the sale, maturity and other dispositions are
accounted for on a specific identification basis calculated as of the trade date.

U.S. GAAP establishes a three-level hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs
(Level 3).

Level 1 - Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities traded in active markets that ILSI has the ability to access.

Level 2 - Inputs to the valuation methodology include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable for the asset or liability, for substantially
the entire period, and market-corroborated inputs.

Level 3 - Inputs to the valuation methodology are unobservable for the asset or liability and are
significant to the fair value measurement.

Credit risk

ILSI maintains demand deposits with commercial banks and money market funds with financial
institutions. At times, certain balances held within these accounts may not be fully guaranteed or
insured by the U.S. federal government. The uninsured portions of cash and money market
accounts are backed solely by the assets of the underlying institution. As such, the failure of an
underlying institution could result in financial loss to ILSI.
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International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note A - Organization and Summary of Significant Accounting Policies (Continued)

Market value risk

ILSI invests funds in professionally managed portfolios containing various types of equity securities.
Such investments are exposed to market and credit risks. Therefore, the investment balances
reported in the accompanying financial statements may not be reflective of the portfolio's value
during subsequent periods.

Credit losses

ILSI measures expected credit losses on financial assets held at amortized cost, and records an
allowance for credit loss when management determines a credit loss exists. Allowances for credit
losses are recorded as contra-assets that reduce the corresponding financial assets on the
statements of financial position, with the offset recorded as credit loss income (expense) in the
statements of activities. As the estimate of expected credit losses changes with subsequent
evaluations, those increases and decreases are recognized in the statement of activities. ILSI writes
off uncollectible amounts against the allowance for credit losses when it determines that a financial
asset is partially or fully uncollectible. Reference is made to Note B. Prior to the adoption of the
credit loss standard on January 1, 2023, financial assets reported at amortized cost were reviewed
for impairment using an incurred loss model.

Accounts receivable

Accounts receivable primarily consist of amounts due for royalties and affiliated entity assessments.
Accounts receivable are presented net of an allowance for credit losses, if any. ILSI does not believe
an allowance for credit losses is necessary as of December 31, 2023 and 2022.

Property and equipment

Acquisitions of property and equipment greater than $5,000 are capitalized at cost and depreciated,
using the straight-line method, over the following estimated useful lives: furniture and equipment -
four to ten years; computer software and equipment - three to five years; and leasehold
improvements - over the term of the office lease or remaining portion thereof, unless the asset’s
useful life is estimated to be shorter.

Leases

ILSI determines if an arrangement is a lease or contains a lease at inception of a contract and
classifies each lease as an operating or finance lease. A contract is determined to be or contain a
lease if the contract conveys the right to control the use of identified property, plant, or equipment
(an identified asset) in exchange for consideration. ILSI records a ROU asset for the right to use an
underlying asset for the lease term and a lease liability, on a discounted basis, for the obligation to
make lease payments arising from the lease. ILSI has elected the risk free rate as the discount rate
for all its underlying leased assets. The lease term includes options to extend or to terminate the
lease that ILSI is reasonably certain to exercise. ILSI has elected for all classes of underlying assets
the practical expedient to not separate lease and nonlease components and account for them as a
single lease component. ROU assets are subject to review for impairment.
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International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note A - Organization and Summary of Significant Accounting Policies (Continued)

For operating leases, lease expense relating to fixed payments is recognized on a straight-line basis
over the lease term and lease expense relating to variable payments is expensed as incurred. For
finance leases, the amortization of the ROU asset is recognized over the shorter of the lease term or
useful life of the underlying asset and interest expense is recorded using the effective interest rate
method. ILSI has elected as an accounting policy not to record ROU assets and lease liabilities that
arise from short-term leases for any class of underlying asset.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor
imposed restrictions. Accordingly, 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 restrictions. Board-designated net assets represent the funds that ILSI's Board of
Trustees has determined should be reserved for long-term investment and research purposes. The
Board has the right to approve expenditures from this fund at any time.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that are met by the passage of time or
other events specified by the donor. Other donor-imposed restrictions are perpetual in nature,
where the donor stipulates that resources be maintained in perpetuity. Donor-imposed restrictions
are released when a restriction expires, that is, when the stipulated time has elapsed, when the
stipulated purpose has been fulfilled, or both.

Reimbursement under NPO Services Agreement

ILSI operates and participates in the NPO Services Agreement with a group of non-profit
organizations co-located in office space leased by ILSI in Washington, D.C. The non-profit
organizations include the Institute for the Advancement of Food and Nutrition Sciences (IAFNS) and
the Health and Environmental Sciences Institute (HESI), as disclosed in Note G. Under the NPO
Services Agreement, expenses for accounting, legal, information technology, human resources, and
business services, which are bundled for financial reporting purposes, are allocated monthly to each
organization. These expenses appear under the NPO Services program within the statements of
functional expenses. NPO Services revenue is recognized monthly as the services are performed
and is nonrefundable, except for deposits held by ILSI (see Note G). Payment is due when invoiced
on a monthly basis and there are no significant financing components.
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International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note A - Organization and Summary of Significant Accounting Policies (Continued)

Affiliated entity assessments

ILSI collects an annual assessment fee from the scientific entities affiliated with ILSI through its
charter agreement. The agreement gives the entities the right to utilize the name of ILSI in the name
of the entity, and to acknowledge affiliation in the ILSI federation. The assessments are based on a
percentage of the affiliate's revenue in the prior calendar year and are assessed annually. ILSI
recognizes revenue from the assessments over the 12-month period commencing on January 1.
Amounts received in advance of the 12-month period are recorded as deferred revenue. Payment is
due when invoiced on an annual basis and there are no significant financing components.

Royalties

Royalties and the editorial stipend from ILSI's journal, Nutrition Reviews, and other publications are
recognized as revenue over the 12-month publishing period commencing on January 1, as the
journals are published, which is the performance obligation for financial statement purposes.
Amounts received in advance of the publishing period are recorded as deferred revenue when
received and recognized as revenue when the journals are published. Royalties are not refundable.
Payment is due in accordance with the agreement with the publisher and there are no significant
financing components.

Contributions

ILSI recognizes contributions when an unconditional promise to give is received. Conditional
promises to give, with a measurable performance or other barrier and a right of return, are not
recognized until the conditions on which they depend have been met. Contributions received prior
to meeting the conditions are reported as refundable advances in the statements of financial
position. Contributions are recorded as with donor restrictions or without donor restrictions,
depending on the existence or nature of any donor-imposed restrictions. ILSI did not receive any
conditional promises to give for the years ended December 31, 2023 and 2022.

Other income

Other income primarily consists of conference registration fees. Registration fees are recognized as
revenue in the period the conference or meeting takes place, or when goods, services or benefits
related to the conference or meeting are provided. Amounts received in advance of the conference
or meeting are recorded as deferred revenue. In the event a conference or meeting is cancelled,
registration fees may be refunded in full or part within a certain timeframe before each event.

Sublease rental income

ILSI subleases office space to IAFNS and HESI, as disclosed in Note G, and records rental income
under the operating lease agreement on a straight-line basis over the lease term. The lease term
runs from February 2018 through February 2030 (see Note J). The sublease rental income is
reported net with rent expense within expenses under NPO Services in the statements of activities.
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International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note A - Organization and Summary of Significant Accounting Policies (Continued)

Functional allocation of expenses

The costs of program and supporting services activities have been summarized on a functional basis
in the statements of activities. The statements of functional expenses present the natural
classification detail of expenses by function. Certain categories of expenses are attributed to more
than one program or supporting function, and therefore, require allocation on a reasonable basis
that is consistently applied. Salaries and benefits, rent, and the legal and information technology
expenses under the NPO Services Agreement are allocated on the basis of estimates of time and
effort. All other natural expenses are direct costs of the functional activity.

Subsequent events

ILSI has performed an evaluation of subsequent events through May 31, 2024, which is the date the
financial statements were available to be issued and has considered any relevant matters in
preparation of the financial statements and footnotes.

Note B - Accounts Receivable

Accounts receivable consists of the following at December 31:

2023 2022
Opening Closing Opening Closing
Balance Balance Balance Balance
Royalties $ 38,091 $ 65,154 $ 96,127 $ 38,091
NPO Services 103,727 58,590 103,425 103,727
Affiliated entity assessments 4,094 16,713 7,873 4,094
Other - - 112,933 -

$ 145912 % 140,457 $ 320,358 $ 145,912

ILSI pools its accounts receivable by aging status (past-due status). ILSI believes that the historical
loss rates are reflective of the current and supported future forecasted environment. ILSI tracks
delinquency using an aging schedule (pooling) and has experienced the following historical loss
rates as of December 31, 2023:

Accounts Historical Loss Credit Loss

Receivable Rate Allowance
1-30 days $ 81,867 0.00% $ -
31-60 days - 0.00 % -
61 days to 90 days - 0.00 % -
91 days and more - 0.00 % -
$ 81,867 $ -

ILSI monitors the credit quality of accounts receivable through the review of the aging report on a
monthly basis.
14



International Life Sciences Institute

Notes to the Financial Statements (Continued)

Note C - Deferred Revenue

Deferred revenue consists of the following at December 31:

2023 2022
Opening Closing Opening Closing
Balance Balance Balance Balance
Royalties $ 199,937 $ - $ 193,246 $ 199,937
Affiliated entity assessments 84,243 56,910 87,508 84,243
Other - 10,998 - -
$ 284,180 $ 67,908 $ 280,754 $ 284,180

Note D - Liquidity and Availability of Resources

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

2023 2022
Cash and cash equivalents $ 176,726 $ 528,879
Accounts receivable 81,867 42,185
Amount due under shared services agreement 58,590 103,727
Net assets with donor restrictions (221,357) (253,365)
Financial assets available to meet cash needs for general
expenditures within one year $ 95,826 $ 421,426

ILSI is substantially supported by revenue without donor restriction, including assessments from
entities affiliated through charter agreements and royalties from its journal. ILSI also receives
reimbursements for the shared services provided by ILSI to the two organizations co-located in the
Washington, DC office (see Note G). ILSI holds a deposit from each of the organizations to cover the
period of time between when ILSI pays for and is reimbursed for the shared services. The financial
assets above are sufficient to meet the cash needs for general expenditures within one year of the
statements of financial position date. ILSI also has a Board-Designated Reserve fund, which is
without donor restriction, that may be drawn upon with Board approval in the event of financial
distress or to fund initiatives outside of the normal course of operations. ILSI is establishing a
research program and launched a new division dedicated to scientific research in the United States
and Canada. During the growth phase of these two initiatives, the Board Designated Reserve is
being used for general operations and to fund these initiatives.
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Notes to the Financial Statements (Continued)

Note E - Investments and Fair Value Measurements

Investments, recorded at fair value in accordance with the U.S. GAAP hierarchy, consist of the
following at December 31:

Fair Value
2023 2022 Level

Money market funds $ 121,864 % 138,760 N/A
Fixed income mutual funds 3,562,634 3,714,644 Level 1
Equity mutual funds 1,536,067 1,604,415 Level 1
Equity exchange traded funds 848,021 800,242 Level 1
Total investments, at fair value $ 606858 $ 6,258,061
Investment return (loss) consists of the following for the years ended December 31:

2023 2022
Interest and dividend income $ 247,767 $ 195,392
Investment fees (11,404) (12,708)
Investment income, net 236,363 182,684
Net change in fair value of investments 374,162 (1,242,496)
Total return (loss) on investments $ 610,525 $ (1,059,812)
Note F - Property and Equipment
Property and equipment consists of the following at December 31:

2023 2022
Computer software and equipment $ 171,306 $ 181,981
Leasehold improvements 1,149,092 1,149,092

1,320,398 1,331,073
Less accumulated depreciation (719,814) (643,037)
Property and equipment, net $ 600,584 $ 688,036
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Notes to the Financial Statements (Continued)

Note G - NPO Services and Space Agreements

NPO Services Agreement

Under the NPO Services Agreement, which is discussed in Note A, expenses for accounting, legal,
information technology, human resources, and business services are allocated monthly to each
organization that is a participant in the agreement based on their total number of full-time
equivalents. During the years ended December 31, 2023 and 2022, ILSI allocated the cost of these
shared services as follows:

2023 2022
IAFNS $ 300,405 $ 308,920
HESI 494,784 490,637

$ 795189 $ 799,557

Due under NPO Services Agreement
Net amounts due to ILSI for NPO Services cost allocations under shared services agreement
consisted of the following as of December 31:

2023 2022
Due (to) from IAFNS $ (16,071) $ 37,686
Due from HESI 74,661 66,041
Total due under NPO Services agreement $ 58,590 $ 103,727

NPO Space Agreement

Under the NPO Space Agreement, ILSI leases office space in Washington, D.C. and subleases a
portion of its leased office space to IAFNS and HESI (see Note J). Each organization under the NPO
Space Agreement pays the landlord directly for its share of the rent, based on the terms of the
agreement.

Deposits under NPO Services and Space Agreements

As part of the NPO Services Agreement, ILSI charged each organization a deposit to cover the period
of time between when ILSI pays the NPO Services cost and when it is reimbursed. Additionally, as
part of the office space lease agreement, ILSI paid a lease deposit in the amount of $228,194, and
allocated a portion of this amount to IAFNS and HESI based on the number of full-time equivalents.
Total deposits held by ILSI on behalf of each organization were as follows as of December 31:

2023 2022
IAFNS $ 138,127 $ 138,127
HESI 108,014 108,014

$ 246,141 $ 246,141
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Notes to the Financial Statements (Continued)

Note H - Net Assets With Donor Restrictions

Net assets with donor restrictions are restricted for the following purposes at December 31:

2023 2022
Subject to specified purpose:
Platform in International Partnerships $ 61,603 $ 61,612
ILSI Presence in Africa 74,316 74,316
Staff Global Travel Fund 27,123 27,123
Scholars Travel Award 7,388 7,388
ILSI Asia 50,928 82,926

$ 221,358 $ 253,365

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purpose as follows for the years ended December 31:

2023 2022
Satisfaction of purpose restrictions:
Global Harmonized Nutrients - Calcium $ 33,500 $ -
Latin American Coordination - 1,544
Scholars Travel Award - 14,464
ILSI Asia 32,007 28,244
$ 65,507 $ 44,252

Note | - Defined Contribution Pension Plan

ILSI has a Section 403(b) defined contribution retirement plan, which covers substantially all of its
employees. Employer contributions to the plan are calculated at 7% of each eligible participant's
salary. Participants may also make voluntary elective deferrals to the plan. For the years ended
December 31, 2023 and 2022, pension contribution expense totaled $86,288 and $80,417,
respectively.

Note ] - Leases

ILSI entered into an operating lease for office space in Washington, D.C. which runs from February
2018 through February 2030. The lease also contains yearly rental increases based on the terms of
the lease agreement. At the end of the initial lease term, ILSI has the option to renew the lease for

one renewal term of 5 years.
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Notes to the Financial Statements (Continued)

Note ] - Leases (Continued)

ILSI subleases a portion of its leased office space located in Washington, D.C. to IAFNS and HESI,
which commenced in July 2018 and expires in February 2030. The sublease arrangement would
extend by a period of 5 years if ILSI elects the renewal option on the underlying lease agreement
and all three parties agree to renew the sublease arrangement.

Sublease rental income is recorded on a straight-line basis over the lease term. The difference
between sublease rental income recognized and cash consideration paid by IAFNS and HESI to the
landlord is recorded as rent receivable under NPO Space Agreement in the statements of financial
position as of December 31, 2023 and 2022.

ILSI has no plans to exercise the renewal option as of the year ended December 31, 2023.

ILSI as a lessee
ILSI's lease costs, terms and discount rates are as follows for the years ending December 31:

2023 2022
Operating lease cost:

Lease cost $ 564,271 $ 564,271
Total lease cost $ 564,271 $ 564,271
Other Information
Cash paid for amounts included in the

measurement of lease liabilities:

Operating cash flows from operating leases $ 724115 % 706,453
ROU assets obtained in exchange for new

operating lease liabilities $ - $ 4,168,500
Weighted-average remaining lease term -

operating leases 6 years 7 years
Weighted-average discount rate - operating

leases 1.75% 1.75%
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Note ] - Leases (Continued)

Future minimum lease payments and reconciliation to the balance sheet as of December 31, 2023
are as follows:

Operating

2024 $ 742,217
2025 760,773
2026 779,792
2027 799,287
2028 819,269
Thereafter 980,281

Total undiscounted future lease payments 4,881,619
Less: present value adjustment (256,862)
Lease liability $ 4624757

ILSI as a lessor
Lease income was as follows for the years ended December 31:

2023 2022
Operating lease income $ 474,078 $ 490,134
Total lease income $ 474,078 $ 490,134

Maturity schedule of operating lease payments to be received as of December 31, 2023 are as
follows:

2024 $ 515,778
2025 528,673
2026 541,889
2027 555,437
2028 569,323
Thereafter 681,212
Total lease payments to be received $ 3392312
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