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RYLANDER, CLAY & OPITZ, LLP
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
National MPS Society, Inc.

Report on the Financial Statements

We have audited the accompanying statements of financial position of National MPS Society, Inc. (the
“Society”) as of December 31, 2014 and 2013 and the related statements of activities, cash flows, and
functional expenses 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 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 audits to obtain reasonable assurance
about whether the financial statements are free of 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 Society’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 Society’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 National MPS Society, Inc. as of December 31, 2014 and 2013 and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.
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NATIONAL MPS SOCIETY, INC.

STATEMENTS OF FINANCIAL POSITION
December 31, 2014 and 2013

ASSETS
Cash and cash equivalents
Investments
Contributions receivable
Prepaid expenses and other current assets
Investments restricted for endowment

Total assets

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses
Total liabilities
Commitment (Note 8)
Net Assets
Unrestricted
Undesignated
Designated

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

See notes to financial statements.

2014 2013
$§ 489,046 § 311,751
1,428,572 1,159,509
4,975 15,075
8,236 17,660
1,001,143 1,000,815
$ 2,931,972 $ 2,504,810
§ 219,764 $ 20,289
219,764 20,289
855,433 707,833
24,943 99,561
880,376 807,394
831,038 676,333
1,000,794 1,000,794
2,712,208 2,484,521
$ 2,931,972 $ 2,504,810




NATIONAL MPS SOCIETY, INC.

STATEMENTS OF ACTIVITIES

Years Ended December 31, 2014 and 2013

Revenue and other support:
Contributions
General
Research
Sponsored contributions
Other programs
Membership dues
Conference income
Special events
Other sales, net of costs of $4,371
and $10,712 in 2014 and 2013
Investment income, net of fees
Net unrealized and realized
loss on investments
Net assets released from restrictions:
Satisfaction of program restrictions
Satisfaction of time restrictions
Total revenue and support

Expenses:
Program
General and administrative
Fundraising
Total expenses

Change in net assets
Net assets at beginning of year

Net assets at end of year

See notes to financial statements.

2014 2013
Temporarily =~ Permanently Temporarily =~ Permanently

Unrestricted Restricted Restricted Total Unrestricted Restricted Restricted Total
§ 169853 § - $ - $ 169,853 § 192,868 § - $ - § 192,868
- 63,007 - 63,007 - 51,757 - 51,757
121,162 - - 121,162 38,132 - - 38,132
- 308,160 - 308,160 - 214,881 - 214,881
31,740 - - 31,740 32,135 - - 32,135
77,025 - - 77,025 40,520 - - 40,520
348,672 373,271 - 721,943 156,811 362,045 - 518,856
- 8,163 - 8,163 - (2,994) - (2,994)
27,863 20,423 - 48,286 17,247 12,316 - 29,563
(24,436) (5,675) - (30,111) (3,638) (21,170) - (24,808)

588,124 (588,124) - - 591,273 (591,273) - -

24,520 (24,520) - - 25,688 (25,688) - -
1,364,523 154,705 - 1,519,228 1,091,036 (126) - 1,090,910
952,251 - - 952,251 876,173 - - 876,173
170,017 - - 170,017 190,629 - - 190,629
169,273 - - 169,273 125,223 - - 125,223
1,291,541 - - 1,291,541 1,192,025 - - 1,192,025
72,982 154,705 - 227,687 (100,989) (126) - (101,115)
807,394 676,333 1,000,794 2,484,521 908,383 676,459 1,000,794 2,585,636
§ 880,376 § 831,038 $1,000,794 $2,712,208 § 807,394 § 676,333  $1,000,794  $2,484,521
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NATIONAL MPS SOCIETY, INC.

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2014 and 2013

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net
assets to cash provided (used) by operating activities:
Depreciation
Net unrealized and realized loss on investments
Changes in assets and liabilities:
Prepaid expenses and other current assets
Contributions receivable
Accounts payable and accrued expenses

Net cash provided (used) by operating activities
Cash Flows from Investing Activities
Sales and maturities of investments
Purchases of investments
Purchase of equipment

Net cash provided (used) by investing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See notes to financial statements.

2014 2013
$ 227,687 $ (101,115)
1,831 1,887
30,111 24,808
11,417 (6,852)
10,100 9,725
199,475 6,609
480,621 (64,938)
1,136,267 1,394,496
(1,435,769)  (1,361,692)
(3,824) ;

(303,326) 32,804
177,295 (32,134)
311,751 343,885

$ 489,046 $ 311,751




NATIONAL MPS SOCIETY, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

Years Ended December 31, 2014 and 2013

Salaries and fringe benefits
Payroll tax
Awards
Printing
Postage
Conferences, meetings,
and travel
Family assistance
Research grants
Telephone
Office supplies
Insurance
Legal and audit
Subscriptions, dues, and fees
Fundraising expenses
Building rent and utilities
Equipment
Miscellaneous
Contract service
Total expenses
before depreciation

Depreciation

Total expenses

See notes to financial statements.

2014 2013
General and General and
Adminis- Admini-
Program trative Fundraising Total Program strative Fundraising Total
$ 112,385 $ 92,825 $ 65,355 $ 270,565 $ 102,165 $ 115,503 $ 42,975 260,643
8,221 6,791 4,781 19,793 7,518 8,500 3,163 19,181
- - 4,284 4,284 - - 3,757 3,757
23,043 10,924 10,655 44,622 18,326 9,181 8,344 35,851
6,946 5,371 4,191 16,508 7,414 5,727 3,110 16,251
332,891 - - 332,891 225,469 - - 225,469
60,113 - - 60,113 51,465 - - 51,465
341,525 - - 341,525 386,061 - - 386,061
3,605 2,403 - 6,008 3,882 2,587 - 6,469
2,137 1,425 - 3,562 2,740 1,827 - 4,567
3,604 2,402 - 6,006 3,641 2,428 - 6,069
- 16,000 - 16,000 - 15,500 - 15,500
3,945 11,439 16,242 31,626 3,839 9,382 13,708 26,929
- - 59,873 59,873 - - 45,329 45,329
18,609 12,406 - 31,015 16,182 10,787 - 26,969
1,809 1,206 - 3,015 1,994 1,329 - 3,323
1,546 393 - 1,939 2,864 2,590 - 5,454
30,773 5,700 3,892 40,365 41,481 4,533 4,837 50,851
951,152 169,285 169,273 1,289,710 875,041 189,874 125,223 1,190,138
1,099 732 - 1,831 1,132 755 - 1,887
$ 952,251 $ 170,017 $ 169,273 $ 1,291,541 $§ 876,173 $ 190,629 $ 125,223 1,192,025
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NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Description of Programs

The National MPS Society, Inc. (the “Society”) is a not-for-profit organization dedicated to finding a cure
for mucopolysaccharidosis (“MPS”) and related diseases. To achieve this goal, the Society supports
research, provides support to individuals and families affected by MPS or related diseases, and promotes
public and professional awareness.

Basis of Accounting and Use of Estimates
The financial statements of the Society are prepared on the accrual basis of accounting and use estimates
and assumptions in preparing those financials in accordance with U.S. Generally Accepted Accounting
Principles. Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could vary from the estimates that are used.

Cash Equivalents

Cash equivalents include all highly liquid investments with an original maturity of three months or less.
Cash and cash equivalents includes $163,966 and $201,831 held in a money market account as of
December 31, 2014 and 2013, respectively.

Investments

Investments consist of money market funds, certificates of deposits, fixed income securities, mutual
funds, and private equity. The Society carries its investments in marketable securities with readily
determinable fair values at their fair values on the statements of financial position. Unrealized and
realized gains and losses are included in the statements of activities. The Society’s investment in private
equity is accounted for using the cost method and is presented at cost in the statements of financial
position.

Fair Value of Assets and Liabilities

Fair value is defined as 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. Generally Accepted Accounting
Principles establish a fair value hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value. The standard describes
three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities; quoted prices in active markets where that particular asset or liability is not active;
or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities.

Permanently Restricted Net Assets

In 2006, the Society established an endowment fund to provide a permanent source of funding for its
operations and overhead expenses. Contributions received for this fund are to be invested, used, and
spent in accordance with the endowment fund’s policy in perpetuity. As such these contributions are
considered to be permanently restricted.



NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property and Equipment

Property and equipment that are purchased are recorded at cost and depreciated using the straight-line
method, over approximately three to five years. Donations of property and equipment are recorded as
support at their estimated fair value. Such donations are reported as unrestricted support unless the donor
has restricted the donated asset to a specific purpose. Absent donor stipulations regarding how long those
donated assets must be maintained, the Society reports expirations of donor restrictions when the donated
or acquired assets are placed in service as instructed by the donor. The Society reclassifies temporarily
restricted net assets to unrestricted net assets at that time.

Revenue Recognition

Contributions are recognized when the donor makes an unconditional promise to give to the Society.
Conditional promises to give are recognized only when the conditions on which they depend are
substantially met.

Membership dues are recognized as revenue when earned.

Special event revenue is revenue recognized from events organized by volunteers or by the Society that
generate income from fundraising functions designed to attract donors and raise awareness.

Recognition of Donor Restrictions
Donor-restricted support is reported as an increase in temporarily or permanently restricted net assets
depending on the nature of the restriction. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets.

Donated Materials and Services

Donated services are recognized as contributions if the services (a) create or enhance non-financial assets
or (b) require specialized skills, are performed by people with those skills, and would have otherwise been
purchased by the Society. Volunteers provide valuable services throughout the year that are not
recognized as contributions in the financial statements because the recognition criteria was not met.

Functional Allocation of Expenses

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

Income Taxes
The Society is a non-profit corporation that is exempt from income taxes under Section 501(c)(3) of the
Internal Revenue Code and is not considered a “private foundation” for tax purposes.

The Society’s Forms 990, Return of Organization Exempt from Income Tax, for the years ended 2011,
2012, and 2013 are subject to examination by the Internal Revenue Service, generally for three years after
they were filed.

Subsequent Events
The Society has evaluated subsequent events through April 21, 2015 which is the date the financial
statements were available to be issued.

Reclassifications
Certain amounts in 2013 have been reclassified to conform with 2014 presentation.
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NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. FAIR VALUE OF ASSETS AND LIABILITIES

The Society accounts for its financial assets and liabilities under fair value accounting standards. These
standards provide the framework for measuring fair value. That framework provides a fair value hierarchy
that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurement) and the lowest priority to unobservable inputs (level 3 measurements).

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There have
been no changes in the methodologies used at December 31, 2014 and 2013.

Money market funds: Valued at fair value at quoted net asset value of shares, which are $1 per share, at year
end.

Certificates of deposit: Valued at cost which approximates fair value.

Corporate bonds and U.S. government securities: Valued at the closing price reported on the major
market on which the individual securities are traded or have reported broker trades which may be
considered indicative of an active market. Where quoted prices are available in an active market, the
investments are classified within level 1 of the valuation hierarchy.

Mutual funds: Shares of mutual funds are valued at the net asset value (NAV) of shares held by the
Society and are valued at the closing price reported on the active market on which the individual
securities are traded.

Limited liability company: The limited liability company consists of a program related investment in
which the Society invested $112,500 with Abeona Theraputics LLC (Abeona) in 2014. Abeona is
developing novel gene therapies for children with rare genetic diseases, utilizing technology exclusively
licensed from Nationwide Children’s Hospital for the treatment of the deadly childhood genetic diseases
Mucopolysaccharidosis (“MPS”) IIIA and IIB. This investment is valued based on the latest Class A
unit pricing of $50 per unit. Management believes the cost of this investment in 2014 approximates the
fair value of these units.

The valuation methods used by the Society may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the Society
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.



NATIONAL MPS SOCIETY, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE 2.

FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

The Society’s investments are categorized at December 31, 2014 and 2013, as follows:

Investments
Money market
Certificates of deposit
Government backed mortgages
U.S. Treasury notes
Corporate bonds
Mutual funds
Limited liability company — program
related investment
Total investments

Investments
Money market
Certificates of deposit
Government backed mortgages
U.S. Treasury notes
Corporate bonds
Mutual funds

Total investments

Investments restricted for endowment
Government backed mortgages
U.S. Treasury notes
Corporate bonds
Mutual funds

Total investments

Investments restricted for endowment
Government backed mortgages
U.S. Treasury notes
Corporate bonds
Mutual funds

Total investments

2014
Level 1 Level 2 Level 3 Total
283,035 - $ - $ 283,035
600,000 - - 600,000
63,063 - - 63,063
100,556 - - 100,556
- 110,195 - 110,195
159,223 - - 159,223
- - 112,500 112,500
1,205,877 110,195 $ 112,500 $§ 1,428,572
2013
Level 1 Level 2 Level 3 Total
22,025 - $ - $ 22,025
800,000 - - 800,000
49,491 - - 49,491
91,102 - - 91,102
- 94,130 - 94,130
102,761 - - 102,761
1,065,379 94,130 $ - $ 1,159,509
2014
Level 1 Level 2 Level 3 Total
145,797 - $ - $ 145,797
232,476 - - 232,476
- 254,762 - 254,762
368,108 - - 368,108
746,381 254,762  $ - $ 1,001,143
2013
Level 1 Level 2 Level 3 Total
146,767 - $ - $ 146,767
270,166 - - 270,166
- 279,144 - 279,144
304,738 - - 304,738
721,671 279,144  $ - $ 1,000,815
9
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NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2. FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

The following is a reconciliation of the beginning and ending balances of recurring fair value
measurements recognized in the accompanying statement of financial position using significant
unobservable (Level 3) inputs:

Limited Liability
Company
Balance at beginning of year $ -
Total realized gains -
Total unrealized gains -
Purchases 112,500
Sales -
Balance at end of year $ 112,500

The following are the commitment and redemption provisions for Level 3 investments held:

Fair Value at Unfunded Redemption Redemption
December 31, 2014 Commitments Frequency Notice Period
Limited liability company —
program related investment $ 112,500 $ - None N/A

Securities classified within Level 3 investments are based on valuations determined by management.
Management and members of the Board of Directors, in conjunction with the external advisors, monitor
and analyze the valuation of the investments annually. The valuations consider variables such as recent
sales prices of investments, and other pertinent information.

NOTE 3. BOARD DESIGNATED NET ASSETS

The unrestricted designated net assets are amounts designated by the Board of Directors for future
activities and programs of the Society. Activity in designated unrestricted net assets for the years ended
December 31, 2014 and 2013 follows:

2014 2013
Balance at beginning of year § 99,561 § 52,551
Additions to Board designated net assets - 64,000
Reductions of Board designated net assets (74,618) (16,990)
Balance at end of year $ 24943 $ 99,561
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NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 4. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets relate to restricted contributions specified for the following purposes:

2014 2013
Medical research $ 705,415 $ 586,563
Family assistance programs 120,349 74,724
Future programs 4,925 15,025
Unappropriated endowment earnings 349 21
Balance at end of year $ 831,038 $ 676,333

NOTE 5. ENDOWMENT FUND

The Society’s endowment fund consists of fixed income securities. This fund consists of contributions
made to establish a permanent endowment, the earnings from which are to be used to support the
Society’s operations. As required by generally accepted accounting principles, net assets associated with
endowment funds are classified and reported based upon the existence or absence of donor-imposed
restrictions.

Composition and Activity of Endowment Funds
Endowment net assets consist of all donor restricted endowment funds.

The changes in the endowment net assets for the years ended December 31, 2014 and 2013 follow:

2014
Temporarily Permanently
Restricted Restricted Total
Balance at beginning of year $ 21 $ 1,000,794 $ 1,000,815
Interest earned 26,154 - 26,154
Net depreciation (realized and unrealized) (5,675) - (5,675)
Investment fees (5,731) - (5,731)
Appropriation of endowment assets for expenditure (14,420) - (14,420)
Balance at end of year $ 349 § 1,000,794 $ 1,001,143
2013
Temporarily Permanently
Restricted Restricted Total
Balance at beginning of year $ 24788 $ 1,000,794 $ 1,025,582
Interest earned 18,666 - 18,666
Net appreciation (realized and unrealized) (21,170) - (21,170)
Investment fees (6,350) - (6,350)
Appropriation of endowment assets for expenditure (15,913) - (15,913)
Balance at end of year $ 21 $ 1,000,794 $ 1,000,815
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NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTES. ENDOWMENT FUND (Continued)

Interpretation of Relevant Law

The Society holds all donor-restricted endowment contributions by requiring the preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Society classifies permanently restricted
net assets as (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent endowment made
in accordance with the direction of the applicable donor gift instrument at the time the accumulation is
added to the fund. The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Society. Inaccordance with the law, the Society considers the
following factors in making a determination to appropriate or accumulate donor-restricted endowment
funds: the duration and preservation of the funds; the purposes of the Society and the donor-restricted
endowment fund; the general economic conditions; the possible effect of inflation and deflation; the
expected total return from income and the appreciation of investments; other resources of the Society; and
the investment policies established by the Society.

Return Objectives and Risk Parameters

The Society aims to invest its financial assets to maximize total return consistent with an acceptable level
of risk. The Society expects its endowment assets, over time, to produce an average rate of return of
approximately 8% annually. Actual returns in any given year may vary from this amount. Investment
risk 1s measured in terms of the total endowment fund; investment assets and allocation between asset
classes and strategies are managed to not expose the fund to unacceptable levels of risk.

Strategies Employed for Achieving Objectives
Cash is to be employed productively at all times, by investment in short term cash equivalents to provide
safety, liquidity, and return or to reduce bank service charges.

Endowment assets will be invested in a well diversified asset mix, which includes time deposits and
equity and debt securities, that are intended to result in a consistent inflation-protected rate of return that
has sufficient liquidity to make an annual distribution of 4%, while growing the fund if possible.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The endowment policy provides that a distribution of up to 7% of the average net fair market value of the
Fund’s assets may be made annually to cover operations and overhead expenses; however, the
distribution rates are 1.4% and 1.54% for 2014 and 2013, respectively. The policy has an additional
provision for an emergency invasion of funds of up to 15% of the value of the fund during a calendar
year, if required.

NOTE 6. RETIREMENT PLAN

The Society has adopted a Simple Retirement Account Program which provides a matching provision
from the Society on employee contributions up to 3% of the employees’ compensation. Matching
contributions were approximately $4,300 in 2014 and 2013.

12



NATIONAL MPS SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 7. LEASE COMMITMENT

The Society has entered into an operating lease agreement for the lease of office space having a remaining
term in excess of one year. Rent expense was approximately $30,000 and $27,000 in 2014 and 2013,
respectively. At December 31, 2014, the future minimum lease commitments are:

2015 $ 28,000

2016 28,000

2017 5,000
S 61,000

NOTE 8. CONCENTRATIONS

In the current year, approximately 21% of the Society’s contribution revenues were provided by a single
contributor. It is always considered reasonably possible that benefactors, grantors, or contributors might
be lost in the near term.
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