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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
The Mended Hearts, Inc.
Leesburg, Georgia

We have audited the accompanying financial statements of The Mended Hearts, Inc. (a nonprofit
organization) which comprise the statement of financial position as of December 31, 2022, and the
related statements of activities, cash flows, and functional expenses for the year then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Mended Hearts, Inc. as of December 31, 2022, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit section of our report. We are required to be independent of The Mended
Hearts, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

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 controls relevant to the preparation and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or
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or error. In preparing for the financial statements, management is required to evaluate whether there
are conditions or events considered in the aggregate, that raise substantial doubt about The Mended
Hearts, Inc.’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

Auditor’s Responsibility

Our objective is 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 generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than 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
aggregate, they would influence the judgement made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we;

. Exercise professional judgment and maintain professional skepticism throughout the audit.
. |dentify and access 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.

. Obtain an understanding of internal control relevant to the audit in order to design audit
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion of the effectiveness of The Mended Hearts, Inc.’s internal control.
Accordingly, no such opinion is expressed.

. 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.

. Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about The Mended Hearts, Inc.’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 findings, and certain internal control related matters that we
identified during the audit.

WM{M,ALL

Ladson & Associates, LLC
October 27, 2023



THE MENDED HEARTS, INC.
STATEMENT OF FINANCIAL POSITION
December 31, 2022

ASSETS

CURRENT ASSETS:

Cash and cash equivalents
Chapter funds
Investments

Support receivables, net
Inventory

Total Current Assets

PROPERTY, PLANT & EQUIPMENT:

Property, plant and equipment, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:

Accrued expense / current liabilities
Payroll and employee benefits

Due to chapters

Other Liabilities / Escrows

Total Current Liabilities

NET ASSETS:

Net assets without donor restrictions
Net assets with donor restrictions

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

S 295,253
633,240
42,370
431,883

105,456

1,508,202

194,176

$ 1,702,378

S 15,437
37,274
431,599
119,003

603,313

1,070,065

29,000
1,099,065

$ 1,702,378

The accompanying notes are an integral part of these financial statements
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THE MENDED HEARTS, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2022

REVENUES AND OTHER SUPPORT:

Grants $ 1,780,588
Membership dues 24,735
Conference registration (3,600)
Promotional materials 4,821
Contributions 218,451
Miscellaneous income (668)
Investment income (4,586)

Total Revenues and Other Support 2,019,741
Net assets released from restrictions 1,398,884

Total Unrestricted Revenues, Support and Reclassification 3,418,625

EXPENSES:

Program services 1,677,028
Travel, conferences & meetings 463,050
Management and general 297,676
Fundraising 263,935

Total Expenses 2,701,689

Change in Unrestricted Net Assets 716,936

Net assets with donor restrictions -

Net assets released from restrictions (1,398,884)

Change in Net Assets with Donor Restrictions (1,398,884)
Change in Net Assets (681,948)
NET ASSETS - Beginning of the Year 1,781,013
NET ASSETS - End of the Year $ 1,099,065

The accompanying notes are an integral part of these financial statements
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THE MENDED HEARTS, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2022

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets

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

Depreciation
{Increase)/decrease in operating assets and liabilities:
Receivables
Inventory
Prepaid assets
Accounts payable and accrued expenses
Due to chapters

Other liabilties / escrow

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of investments
Purchase of property and equipment

Net cash used in investing activities
Net decrease in cash and cash equivalents
CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - End of Year

$ (681,948)

38,839

(258,060)
40,595
26,529

(111,578)
89,902

(855,721)

5,044

(69,848)

(64,804)

(920,525)

1,215,778

$ 295,253

No interest or income taxes were paid during the year ended December 31, 2022

The accompanying notes are an integral part of these financial statements
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Salaries and wages

Payroll taxes

Employee benefits

Advocacy

Legal

Accounting

Advertising

Other Professional Services
Office expenses

Telephone

Printing

Postage and shipping

Occupancy

Database and software maintenance
Travel, conferences and meetings
Other

Depreciation and amortization
Insurance

State registrations

Total expenses

THE MENDED HEARTS, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2022

Management
Programs and
Education Conferences General Fundraising Totals
S 357,594 S 15,110 § 70,512 S 60,438 S 503,654
28,487 1,204 5,617 4,815 40,123
98,942 4,181 19,510 16,723 139,355
208,010 - - - 208,010
112,890 - 55,602 - 168,492
- - 16,000 - 16,000
- - : 144,648 144,648
14,411 = 6,474 - 20,885
- - 67,537 - 67,537
= - 30,950 - 30,950
289,500 - - - 289,500
25,832 - 1,360 - 27,192
92,661 13,051 18,271 6,525 130,509
95,900 - 3,996 - 99,896
143,168 429,504 - - 572,672
142,581 - - 29,203 171,784
38,839 - - - 38,839
9,764 - 1,847 1,583 13,194
18,449 = 18,449
S 1,677,028 S 463,050 S 297,676 S 263,935 $ 2,701,689

The accompanying notes are an integral part of these financial statements
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The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Mended Hearts, Inc. (MHI), is a not-for-profit organization founded to aid, inform, and encourage
heart disease patients and their families, and to assist professional organizations and physicians in their
services to heart patients throughout the United States of America. The Qrganization’s primary sources
of revenues are grants, dues and contributions. The organization was founded in 1951 and incorporated
in 1955,

Basis of Presentation

The organization reports information regarding its financial position and activities according to two
classes of net assets: Net Assets without Donor Restrictions and Net Assets with Donor Restrictions.
Contributions and grants received are recorded as net assets without donor restrictions or net assets
with donor restrictions depending on the existence or nature of any donor or grantor restrictions.

Basis of Accounting

The accompanying financial statements have been prepared using the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States.

Estimates

The preparation of 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 and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Contributed Services and Equipment

MHI is a direct service nonprofit organization with the objectives and services provided by unpaid
volunteers, who make the mission possible. Without the volunteers, MHI would require additional
financial resources to hire staff to provide these services. Volunteers conduct an average of over
400,000 visits and communications annually to heart patients, families, and caregivers in addition to 4.2
million social media connections. The value of the volunteers’ time for these visits is not reflected in
these statements.



The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Promises to Give

Contributions are recognized when the donor makes a promise to give to MHI that are, in substance,
unconditional. Contributions that are restricted by the donor are reported as an increase in unrestricted
net assets if the restrictions expire in the fiscal year in which the contributions are recognized. All other
donor-restricted contributions are reported as increases in temporarily or permanently restricted net
assets depending on the nature of the restrictions. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions.

MHI uses the allowance method to determine uncollectable support receivable. The allowance is based
on prior years’ experience and management analysis of specific accounts receivable. Management has

determined that no allowance was required as of December 31, 2022.

Cash and Cash Equivalents

For purposes of the statement of cash flows, MHI considers all currency on hand, demand deposits with
banks or financial institutions, and highly liquid short-term investments with a maturity of three months
or less to be cash and cash equivalents.

Investments
Investments, consisting primarily of stocks, bonds, and short-term reserves with readily determinable

fair values, are reported at their fair values in the statement of financial position. Fair market value is
based upon quoted market prices. Unrealized gains and losses are included in the change in net assets.

Inventory

Inventory, consisting primarily of medical brochures, pamphlets, and supplies, is carried at cost.
Inventory is valued based on the first-in-first-out method.



The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment

Purchased property and equipment costing $5,000 or greater is capitalized at cost. Donated property
and equipment is recorded at its fair-market value at the date of gift. Depreciation is computed on the
straight-line basis over the estimated useful lives of assets, which range from three to seven years for
furniture and equipment and leasehold improvements, and thirty years for buildings.

Recent Accounting Pronouncements

The Organization adopted Accounting Standards Update ASU 2014 - 09, Revenue from Contracts with
Customers primarily in FASB ASC 606. The objective of the disclosure requirement is for an entity to
disclose sufficient information to enable users of the financial statements to understand the nature,
amount, timing and uncertainty of and cash flows arising from contracts with customers.

Functional Expenses

Expenses are summarized and categorized based upon their functional classification as either program
or supporting services. Specific expenses that are readily identifiable to a single program or activity are
charged directly to that function. Certain categories of expenses are attributable to more than one
program or supporting function. Therefore, these expenses require allocation on a reasonable basis
that is consistently applied. The expenses that are allocated include depreciation and amortization,
interest, and insurance, which are allocated on a departmental basis, as well as salaries, wages, and
employee benefits, which are allocated based on estimates of time and effort.

MHI allocates expenses on a functional basis among its various programs and supporting services.
Expenses that can be identified with a specific program or supporting service are reported accordingly.
Other expenses that are common to several functions are allocated by various statistical bases which
attribute the cost to functional categories.

Gifts In-Kind

A substantial number of individuals have volunteered significant amounts of their time to program and
supporting functions; however, these services do not meet the criteria for recognition in accordance
with U.S. generally accepted accounting principles and therefore, are not recorded in the financial
statements.



The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes

The Organization qualifies as a 501(c}{3) non-profit organization exempt from federal and state income
taxation. U.S. GAAP requires Management to evaluate tax positions taken by the Company and
recognize a tax liability if the Company has taken an uncertain position that more than likely would not
be sustained upon examination by the IRS. Management believes the Company is operating in
accordance with the applicable requirements of the Internal Revenue Code. Accordingly, no provision
for income taxes has been made. Further, Management does not expect there to be any uncertain tax
positions that would require reorganization of a liability or disclosure in the financial statements.

The Company files annual information returns (Form 990) with the Internal Revenue Service. The
Company’s Forms 990 for the years ending in 2020, 2021, and 2022 are subject to examination by the
IRS, generally for three years after they are filed. No audits for any tax periods are in progress.

NOTE 2 - PROPERTY AND EQUIPMENT

Property and equipment together with their depreciable lives consists of the following at
December 31, 2022:

Office furniture and equipment S 154,322
Computers and printers 82,380
Leasehold Improvements 36,388
273,090

Less accumulated depreciaton (78,914)
$ 194,176

Depreciation expense was $38,839 for the year ended December 31, 2022.

continued
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The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 3 - NET ASSETS WITH DONOR RESTRICTIONS

Net assets released from donor restrictions by incurring expenses satisfying the restricted purpose
specified by donors during the year ended December 31, 2022, are as follows:

American Heart Association S 25,000
Amgen, Incorporated 145,000
Antidote Technologies 5,384
AstraZeneca Pharmaceuticals 150,000
Bayer Fund 25,000
Boehringer Ingelheim Pharma 50,000
Bristol - Myers Squibb 387,500
Cohen, Steven & Alexander Foundation 50,000
Cytokinetics 35,000
Edwards Life Science Corporation 150,000
Foundation of National Lipid Assoc 41,000
Janssen Pharmaceuticals, Inc. 25,000
Jazz Pharmaceuticals, Inc. 60,000
John Ritter Foundation 20,000
Johnson & Johnson Healthcare Systems 75,000
Merck Sharp & Dohme LLC 105,000
Novartis Pharmaceuticals 50,000

S 1,398,884

NOTE 4 - DUE TO CHAPTERS

Chapters that terminate, become inactive or are closed by MHI management are required to turn their
funds over to the national organization. The funds are held for two years and are returned to the
Chapter if it reorganizes or becomes compliant with national policies. After two years, if the Chapter
remains closed or non-compliant, the funds are transferred to the general funds of the Mended Hearts,
Inc.

Chapters may not carry over from ane fiscal year to the next total funds in excess of $10,000 without a
written waiver from the MHI Board of Directors. The chapter may apply to the MH Board for such a
waiver no more than once every three years. These funds and related obligations are inciuded in the
statements of financial position; however, additions to / distributions from these funds are not
considered part of MHI’s operations.
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The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 5 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The Organization has approximately $716,795 of financial assets available within one year of the
statement of financial position date to meet needs for general expenditures consisting of $295,253 in
cash, $42,370 in short-term investments, and $431,883 in support receivables. On December 31, 2022,
the Organization owed $52,711 of accrued expenses. Chapter bank accounts balances and escrows are
not considered capital for MHI and not included in the above financial asset discussion.

As part of its liquidity management plan, MHI structures its financial assets to be available as its general
expenditures, liabilities and other obligations come due.

NOTE 6 - ECONOMIC DEPENDENCY AND MAJOR SUPPORTERS

During the year ended December 31, 2022, MHI’s support and revenues included major grants from four
companies, in the medical field, representing approximately 42% of total support and revenues. These
and other grants have represented significant sources of support to fund the activities and programs of
MHI, and there are no assurances that such funding will continue to be available.

NOTE 7 - RETIREMENT PLAN

MHI provides contributions for eligible employees to a defined contribution retirement plan. Employees
are eligible to enroll in this retirement plan immediately, but MHI matching contributions occur after the
completion of one year of employment. Contributions will be made on an employee’s base salary. In
addition, employees presently can accumulate additional tax deferred retirement savings by
participating in Tax-Deferred Annuities (TDA) under Section 403 (b) of the Internal Revenue Service
Code. After one year of service, MHI will match employee contributions up to 4% with 100% vesting.
Total MHI contributions to the plan amounted to $18,092 for the year ended December 31, 2022.

Continued
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The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 8 - PAID TIME OFF

MHI has a Paid Time Off (PTO) benefit which allows employees to accumulate unused vacation hours.
These hours can be used for vacation or sick time. The amount of PTO hours employees are allowed to
accumulate annually vary according to years of service. The maximum number of hours a full-time
employee can accumulate annually range from 120 to 240 hours based on years of service. As of
December 31, 2022, MHI has an accumulated liability for future PTO payments of $16,585.

NOTE 9 - OPERATING LEASE OBLIGATIONS

On November 11, 2022, MHI entered into a ten-year lease for a new campus located in Leesburg, Ga.
The base rent is $9,100 monthly. Future minimum lease payments under this lease are $109,200
annually. Further, management has received authorization from MHI Board to negotiate for a
reasonable purchase of the Leesburg facility after a three-year rental period. MHI was renting its Albany
Georgia building under a month-to-month lease with a monthly obligation of $4,200.

NOTE 10 - FAIR VALUE OF FINANCIAL INSTRUMENTS

Cash, receivables, investments, and accounts payable approximate their respective fair values as of
December 31, 2022, due to the short maturities of these instruments.

Investments, consisting primarily of stocks, bonds, and short-term reserves, with readily determinable
fair values, are reported at their fair market values in the statement of financial position. Fair market
value is based upon quoted market prices. Unrealized gains and losses are included in the change in net
assets.

NOTE 11 - SUBSEQUENT EVENTS

MHI assisted with the opening of a European based organization, called Mended Hearts Switzerland,
(MHS), headquartered in Geneva Switzerland which began operations in June 2023. The purpose of
MHS is to serve, support and educate heart patients in the European geographical area. MHS has its
own officers, and its Board of Directors is independent of MHI. Further, MHI allows MHS to license its
logos, trademarks and intellectual property to facilitate its charitable mission.
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The Mended Hearts, Inc.
Notes to the Financial Statements
December 31, 2022

NOTE 12 — REVENUE WITH CONTRACTS WITH CUSTOMERS (FASB AOC 606)

MHI has three significant sources of revenue: donations / fundraisers / memberships from the public,
memberships from corporate sponsors and grants income from corporate sponsors. Of these MHI has
performance obligations on the corporate memberships and grants.

The membership has a Program Support Agreement obligation which represents that the funds provided
will be used by MHI for educational, professional, Medical and/or scientific organizations. MHI, also is
to recognize the contributing corporation as a Sponsor. MHI continually accomplishes these
requirements by providing its primary services such as peer to peer patient support, outreach to heart
patients via trained accredited visitors and a national network to support its mission as well as printed
materials offering vital healthcare information.

With respect to the grant revenue some grants are unrestricted and are available to be used to support
any of the activities of MHI. The restricted grants have a program objective which must be met by MHI
before the grant income is released. Generally, it is the policy of MHI not to invoice for the restrictive
grants until the terms and conditions of the grant award are completed. Management believes that all
restrictive grant objectives have been met.

The goods and services provided by MHI are educational (both peer to peer and through printed and
electronic means), targeted outreach to hospitals and clinics. MHI also provides training and support for
volunteers which interact with patients to provide direct support.

At the balance sheet date two grants, with provisions subject to grantor audit were recognized in
income. The grant amounts of $75,000 subject to grantor review are segregated from the operational
cash of the company. Management believes all grant conditions are met and no conditions exist that

would cause MHI to repay the grants.

MHI invoices are due upon presentation.
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