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Independent Auditor’s Report

Board of Directors
University of Louisville and Jewish Heritage Fund

for Excellence Cardiovascular Innovation Institute, Inc.
Louisville, Kentucky

We have audited the accompanying financial statements of the University of Louisville and Jewish
Heritage Fund for Excellence Cardiovascular Innovation Institute, Inc. (Institute), which comprise the
statements of financial position as of June 30, 2014 and 2013, and the related statements of activities
and cash flows for the years 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 statementsin
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 isto 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
Institute’ s preparation and fair presentation of the financial statementsin 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 Institute’ sinternal control. Accordingly, we express no such opinion. An
audit also includes eval uating 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 the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Praxity.
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Opinion
In our opinion, the financial statements referred to above present fairly, in al material respects, the
financial position of the Institute as of June 30, 2014 and 2013, and the changesin 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.

BED L

Louisville, Kentucky
December 1, 2014



University of Louisville and Jewish Heritage Fund for Excellence
Cardiovascular Innovation Institute, Inc.

Statements of Financial Position

June 30, 2014 and 2013

2014 2013
ASSETS
Accounts and contributions receivable, less allowance for
doubtful accounts of $0 in 2014 and $76,678 in 2013 $155,163 $ 41,356
Capital assets, net 2,714 8,970
Total assets $157,877 $ 50,326
LIABILITIES AND DEFICIENCY IN NET ASSETS
Liabilities
Accounts payable and accrued liabilities $ 24,847 $ 50,791
Due to University of Louisville 384,872 543,526
Total liabilities 409,719 594,317
Deficiency in net assets (251,842) (543,991)
Total liabilities and deficiency in net assets $157,877 $ 50,326

See notes to financial statements
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University of Louisville and Jewish Heritage Fund for Excellence
Cardiovascular Innovation Institute, Inc.

Statements of Activities

Years Ended June 30, 2014 and 2013

2014 2013
REVENUES

Gifts $ 550,000 $ 200,000
Testing revenues 19,851 23,752
Other revenue 195,182 63,150
Total revenues 765,033 286,902

OPERATING EXPENSES
Research operations (including depreciation) 131,498 403,843
General and administrative 341,386 338,584
Total operating expenses 472,884 742,427
Change in net assets 292,149 (455,525)
Deficiency in net assets at beginning of year (543,991) (88,466)
Deficiency in net assets at end of year $ (251,842) $ (543,991)

See notes to financial statements
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University of Louisville and Jewish Heritage Fund for Excellence

Cardiovascular Innovation Institute, Inc.
Statements of Cash Flows

Years Ended June 30, 2014 and 2013

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 292149 $ (455525)
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation expense 6,256 10,260
Change in assets and liabilities:

Accounts receivable (113,807) 32,881

Prepaid expenses - 23,226

Accounts payable and accrued liabilities (25,944) 10,372

Due to University of Louisville (158,654) 378,786

Net cash provided by operating activities -

Net change in cash -
Cash at beginning of year -

Cash at end of year $ -

See notes to financial statements
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University of Louisville and Jewish Heritage Fund for Excellence
Cardiovascular Innovation Institute, Inc.

Notes to Financial Statements

June 30, 2014 and 2013

1. Organization and Summary of Significant Accounting Policies

a.

Organization

University of Louisville and Jewish Heritage Fund for Excellence Cardiovascular Innovation
Institute, Inc. (the Institute) is a Kentucky non-profit, non-stock corporation. During the fiscal
year ended June 30, 2014, the Institute changed their name from the University of Louisville and
Jewish Hospital Cardiovascular Innovation Institute, Inc. The Institute had two original members
consisting of the University of Louisville (University) and Jewish Hospital and St. Mary’s
Healthcare, Inc. (JHSMH). In December 2012 as part of its merger with KentuckyOne
Healthcare, JHSMH transferred its interest in the Institute to the Jewish Heritage Fund for
Excellence (Fund). The original members entered into an agreement regarding the operation of
the Institute with an effective date of July 1, 2008 for an initial term of two years. Effective
July 1, 2010, the term has been extended to June 30, 2015.

The Institute’s purpose is to focus on the discovery, development and implementation of
innovative treatments for cardiovascular disease.

Cash

The Institute’s cash is held by the University. The University currently uses commercial banks
and the Commonwealth of Kentucky (the Commonwealth) as its depositories. Deposits held with
commercial banks are covered up to the limits of federal depository insurance or collateral held
by the bank in the University’s name. At the Commonwealth, the University’s accounts are
pooled with other agencies of the Commonwealth. These Commonwealth-pooled deposits are
substantially covered by federal depository insurance or by collateral held by the Commonwealth
in the Commonwealth’s name. As of June 30, 2014 and 2013, the Institute had a negative cash
balance, which is shown in the amount Due to University of Louisville in the accompanying
statements of financial position.

Accounts Receivable

Accounts receivable consists primarily of research recovery fees due from the University and the
University of Louisville Research Foundation, Inc. (Research Foundation). Accounts receivable
are recorded net of estimated uncollectible accounts.

Capital Assets

Capital assets are stated at cost or estimated market value at date of receipt from donors. The
provision for depreciation is calculated using the straight-line method based on the estimated
useful lives of the assets.



e. Tax Status

The Institute has received a favorable determination letter from the Internal Revenue Service
exempting it from federal income taxes under 8501(c)(3) of the Internal Revenue Code and a
similar provision of state law. However, the Institute is subject to federal income tax on any
unrelated business taxable income.

The Institute files tax returns in the U.S. federal jurisdiction. With a few exceptions, the Institute
is no longer subject to U.S. federal examination by tax authorities prior to fiscal year 2011.

f. Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of 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.

g. Contributions Revenue Policy

The Institute recognizes contribution revenue when gifts are received or when an unconditional
promise to make a gift has been received.

h. Functional Allocation of Expenses

The costs of supporting the research operations have been summarized on a functional basis in
the statements of activities. Certain costs have been allocated among the research operations and
general and administrative categories based on actual expenses and other methods. In addition to
research expenses, costs related to training, testing and quality assurance connected with research
activities of the Institute are included in research operations in the accompanying statements of
activities.

i. Subsequent Events

Subsequent events have been evaluated through the date of the Independent Auditor’s Report,
which is the date the financial statements were available to be issued.

Ground Lease

The University entered into a Ground Lease with JHSMH to lease certain property for $1 annually for
the purpose of JHSMH constructing improvements, which are solely for the use of the Institute. The
Ground Lease commenced on January 1, 2007 and has a term of thirty years. Upon termination of the
Ground Lease, the improvements become property of the University.



Capital Assets

Capital assets as of June 30, 2014 and 2013 are as follows:

2014 2013
Equipment $ 56638 $ 56,638
Accumulated depreciation (53,924) (47,668)
Total, net $ 2714 % 8,970

Transactions with Related Organizations

a.

University of Louisville

In accordance with University policy, the University contributes to the Institute a specified
percentage of the facilities and administrative fees recovered by sponsored projects related to the
Institute. Additionally, the University’s Office of the Executive Vice-President of Health Affairs
contributes an equal amount. For the years ended June 30, 2014 and 2013, the University
contributed $133,000 and $26,000, respectively, to the Institute related to this policy. These
amounts are shown in other revenue on the accompanying statements of activities. As of
June 30, 2014 and 2013, approximately $140,000 and $33,000, net of $0 and $16,000 in
allowance for doubtful accounts, respectively, is included in accounts receivable representing
amounts due from the University pursuant to this policy.

The University provides certain services related to information technology, physical plant, and
research analysis to the Institute. During the years ended June 30, 2014 and 2013, the Institute
paid $90,000 and $91,000, respectively, to the University for these services.

The University also provides various services (office space, management oversight, etc.) to the
Institute, for which an overall value has not been assigned/determined and therefore is not
recorded in the accompanying financial statements.

Jewish Heritage Fund for Excellence

During the years ended June 30, 2014 and 2013, the Fund contributed $275,000 and $0,
respectively, to the Institute, which is shown in gifts in the accompanying statements of activities.

University of Louisville Research Foundation, Inc. (Research Foundation)

The Research Foundation is a separate corporation organized for the purpose of conducting the
research, clinical operations, and other sponsored activities of the University. The Institute
performs certain training, testing, and other research services for the Research Foundation.
During the years ended June 30, 2014 and 2013, approximately $14,000 and $24,000,
respectively, was shown as testing revenues related to these services in the accompanying
statements of activities.

The Research Foundation provides certain services related to administrative services to the
Institute. During the years ended June 30, 2014 and 2013, the Institute paid $12,000 and $13,000,
respectively, to the Research Foundation for these services.



The Institute has agreements with several departments within the Research Foundation to receive
a portion of the facilities and administrative fee revenue earned related to sponsored program
grants and contracts related to the Institute. During the years ended June 30, 2014 and 2013, the
total revenue related to these agreements was $59,000 and $37,000, respectively, and is shown in
other revenue in the accompanying statements of activities.

During the years ended June 30, 2014 and 2013, the Research Foundation made cash
contributions of $275,000 and $200,000, respectively, to the Institute.

The accompanying statements of financial position as of June 30, 2014 and 2013 includes
accounts receivable of approximately $15,000 and $9,000, net of $0 and $60,000 in allowance for
doubtful accounts, respectively, representing amounts due from the Research Foundation
pursuant to the above services and agreements.

5. Natural Classification

Expenses by natural classification for the years ended June 30, 2014 and 2013 were approximately:

2014 2013
Salaries and wages $ 278192 $ 405514
Employee benefits 77,263 107,723
Supplies and other services 111,173 218,930
Depreciation 6,256 10,260

$ 472,884 $ 742427

6. Reliance on Third-party Liquidity

The Institute has received a commitment from the University to provide additional funds during the
next fiscal year to meet liquidity needs not covered by operating cash flows.



