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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Pachyonychia Congenita Fund
Salt Lake City, Utah

We have audited the accompanying financial statements of Pachyonychia Congenita Fund, which comprise the statement of
financial position as of December 31, 2012, and the related statement of activities, statement of functional expenses, and
statement of cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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 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 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 audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the 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 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 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 financial statements referred to above present fairly, in all material respects, the financial position of
Pachyonychia Congenita Fund as of December 31, 2012, and the results of its operations and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

%M%/%cfw, Lic

Mantyla McReynolds, LLC
Salt Lake City, Utah
May 29, 2013
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Pachyonychia Congenita Fund

Statement of Financial Position
December 31,2012

ASSETS
Current assets:

Cash and cash equivalents

Unconditional promises to give - current portion

Prepaid Expense

Total current assets

Property and equipment, net

Unconditional promises to give, net of current portion

Total assets

LIABILITIES AND NET ASSETS
Current liabilities

Accounts payable

Related party payable

Total current liabilities

Net assets:
Unrestricted net assets
Temporarily restricted net assets
Total net assets

Total liabilities and net assets

See accompanying notes to financial statements

322,944
2,200
7,112

332,256

5,966
4,073

342,295

10,275
5,400
15,675

320,347
6,273
326,620

342,295



Pachyonychia Congenita Fund

Statement of Activities
for the year ended December 31,2012

Revenues and reclassifications
Contributions
Interest
Net assets released fromrestrictions
Satisfaction of purpose restrictions

Total revenues and reclassifications

Expenses
Program services
Supportive services
Fundraising services

Total expenses

Change in net assets
Net assets as of beginning of year

Net assets as of end of year

Temporarily

Unrestricted Restricted Total
$ 641,160 $ - $ 641,160
107 - 107
2,206 (2.206) =
643.473 (2,206) 641,267
376,490 - 376.490
55,258 - 55,258
28,022 - 28,022
459,770 - 459,770
183,703 (2,206) 181,497
136,644 8.479 145,123
$ 320347 $ 6,273 $§ 326,620

See accompanying notes to financial statements
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Clinical trials

Computer software
Depreciation

Expert consortium

Golf tournament

Other Fundraising
Information DVD production
Patient registry

Patient support meetings
Printing and publication
Professional services
Other operating costs
Other program services
Rent and utility

Scientific meetings
Website & database

Total expenses

Pachyonychia Congenita Fund

Statement of Functional Expenses
for the year ended December 31,2012

Program Support Fundraising
Services Services Services Total
$ 17484 § - $ - $ 17.484
- 101 - 101
- 1,973 - 1,973
27,939 - - 27,939
- - 17,662 17,662
- - 10,360 10,360
2,586 - - 2,586
88.573 - - 88,573
34,371 - - 34,371
21,009 - - 21,009
149,000 36,452 - 185,452
- 11,332 - 11,332
3,493 - - 3,493
- 5,400 - 5.400
12,736 - - 12,736
19,299 - - 19.299
$ 376,490 $ 55258 % 28,022 $ 459,770

See accompanying notes to financial statements
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Pachyonychia Congenita Fund
Statement of Cash Flows
for the year ended December 31,2012

Operating activities
Change in net assets

Adjustments to reconcile change in net assets to net
cash from operating activities:

Depreciation

(Increase)/ decrease in unconditional promises to give
(Increase)/ decrease in Prepaid Expense

Increase/ (decrease) in accounts payable

Increase/ (decrease) in related party payable

Net cash from operating activities
Investing activities
Purchase of equipment
Net cash from investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents as of beginning of year

Cash and cash equivalents as of end of year

Supplemental disclosure of cash flow information:
Cash paid for interest

Cash paid for income taxes

See accompanying notes to financial statements
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$181,497

1,973
22,110
(7.112)
6.128
(600)

203,996

(5,563)

(5.563)

198,433

124,511

$322,944



NOTE 1

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Summary of Significant Accounting Policies

Organization and Nature of Activities

Pachyonychia Congenita Fund (‘The Organization’) is a patient support
organization trying to find a cure for the Pachyonychia Congenita disease through
research and drug development. The Organization provides a patient registry and
is working with researchers to develop and deliver therapeutics to persons
afflicted with this disease. The Organization is supported by donations from
individuals and businesses, as well as grants received from governmental and
private organizations. Approximately 48% of the Organization’s support for the
year ended December 31, 2012 came from contributions from the Executive
Director.

Revenue

Annual contributions are generally available for unrestricted use in the related
year unless specifically restricted by the donor. Unconditional promises to give
are recorded as received. Significant unconditional promises to give due in
subsequent years are reflected as long-term promises to give and are recorded at
the present value of their net realizable value, using risk-free interest rates
applicable to the years in which the promises are received to discount the
amounts. The majority of the promises to give in a given year are received from a
broad base of the Organization’s contributors. An allowance for uncollectable
promises is provided based on management’s evaluation of potential
uncollectable promises receivable at year end.

Other contributions of cash and other assets are reported as temporarily restricted
support if they are received with donor stipulations that limit the use of the
donated assets. When a donor restriction expires, that is, when a stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statements of
activities as net assets released from restrictions. Contributions received with
donor-imposed restrictions that are met in the same year in which the
contributions are received are classified as unrestricted contributions.

Contributions of donated noncash assets are recorded at their fair values in the
period received. Contributions of donated services that create or enhance
nonfinancial assets or that require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided
by donation, are recorded at their fair values in the period received.
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NOTE 1

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Summary of Significant Accounting Policies (continued)

Financial Statement Presentation

The Organization is required to report information regarding its financial position
and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets. The
Organization does not use fund accounting. As of December 31, 2012, the
Organization had $6,273 in temporarily restricted assets and no permanently
restricted assets.

Use of Estimates

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

Cash and Cash Equivalents

The Organization considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

Cash is comprised of cash on hand or on deposit in banks. The Organization had
$322,944 at December 31, 2012. At December 31, 2012, the Organization had
$72,944 of uninsured bank balances.

Property and Equipment

It is the Organization’s policy to capitalize property and equipment over $1,000.
Lesser amounts are expensed. Purchased property and equipment is capitalized at
cost. Donations of property and equipment are recorded as contributions at their
estimated fair value. Such donations are reported as unrestricted contributions
unless the donor has restricted the donated asset to a specific purpose. Assets
donated with explicit restrictions regarding their use and contributions of cash that
must be used to acquire property and equipment are reported as restricted
contributions. Absent donor stipulations regarding how long those donated assets
must be maintained, the Organization reports expirations of donor restrictions
when the donated or acquired assets are placed in service. The Organization
reclassifies temporarily restricted net assets to unrestricted net assets at that time.,
Property and equipment are depreciated over their estimated useful lives ranging

from five to seven years using the declining balance method.
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NOTE 1

NOTE 2

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Summary of Significant Accounting Policies (continued)

Contributions
Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted net assets depending on the existence or nature of any

donor restrictions.

Contributed Services

During the year ended December 31, 2012, the Organization received contributed
services worth an estimated $157,800. The Organization has recognized the full
amount for revenues as well as program and supportive services as of December
31, 2012. Of this amount, $100,000 resulted in donated time and service by the
Executive Director, $54,000 resulted from services rendered by physicians, and
$3,800 was comprised of services donated by legal, finance, and accounting
professionals, respectively.

Income Taxes

The Organization is a not-for-profit organization that is exempt from income
taxes under Section 501(c)(3) of the Internal Revenue Code and classified by the
Internal Revenue Service as other than a private foundation.

The Organization’s Form 990, Return of Organization Exempt from Income Tax,

for the years ending 2010, 2011, and 2012 are subject to examination by the IRS,
generally for three years after they were filed.

Property and Equipment

The major categories of property and equipment are as follows:

Equipment $ 26,538
Accumulated Depreciation (20,573)
Net $§ 5,966

Depreciation expense for the year ended December 31, 2012 was $1,973.



NOTE 3

NOTE 4

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Promises to Give

Unconditional promises to give at December 31, 2012, consist of the follows:

Unrestricted promises $ -
Restricted to lease terms 6,273
Net unconditional promises to give $§ 6273

Amounts due in:

Less than one year $ 2200
One to five years 4,073
Total unconditional promises to give § 6273

Unconditional promises to give due in more than one year are recognized at fair
value when the donor makes an unconditional promise to give to the
Organization. There is no allowance because the Organization either received the
funds subsequent to December 31, 2012 or the amount was deemed collectible.

Temporarily Restricted Net Assets

During November 2010 a company donated a leased copier to the Organization
for a period of five years. The lease period ends November 2015. The fair value
of the lease was included as a temporarily restricted asset due to the time
restrictions imposed by the lease agreement. Accordingly, temporarily restricted
net assets are available for the following periods:

Periods after December 31, 2012 $ 6273
Total temporarily restricted net assets $ 6273

Net assets were released from donor restrictions by incurring expenses satisfying
the time restrictions specified by donors as follows:

Time restrictions expired on contributions $ 2206
Total restrictions released $ 2206



NOTE 5

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Fair Value of Financial Instruments

The following methods and assumptions were used by the Organization in
estimating its fair value disclosures for financial instruments:

e Cash, cash equivalents and short-term unconditional promises to give: The
carrying amounts reported in the statement of financial position approximate
fair values because of the short maturities of those instruments.

e Long-term unconditional promises to give: The fair value of significant
promises to give that are due in more than one year is estimated by
discounting the future cash flows using a current risk free rate of return based
on the yield of a U.S. Treasury security with a maturity date similar to the
expected collection period.

The estimated fair values of the Organization’s financial instruments, none of
which are held for trading purposes, are as follows:

Carrying

Amount Fair Value

Financial assets:
Cash and cash equivalents $ 322,944 $322,944
Unconditional promises to give 6,273 6,273
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NOTE 6

NOTE 7

NOTE 8

Pachyonychia Congenita Fund
Notes to Financial Statements
December 31, 2012

Related Party Transactions

The Director of the Organization has contributed $310,060 to the Organization as
an unrestricted contribution for the year ended December 31, 2012. The
Organization rents space within a building owned by the Director of the
Organization. The Organization paid the Director of the Organization $5,400 in
rental expenses for the year ended December 31, 2012.

One relative of the Director of the Organization has contributed $5,000 to the
Organization as unrestricted contributions for the year ended December 31, 2012.
As of December 31, 2012, the Organization had accrued $5,400 for rental expense
due to the Director of the Organization.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized
on a functional basis in the statement of activities. Accordingly, certain costs
have been allocated among the programs and supporting services benefited.

Subsequent Events

The Organization has evaluated subsequent events through May 29, 2013, the
date the financial statements were issued, and has concluded that no recognized or

nonrecognized subsequent events have occurred since the year ended December
31,2012,
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