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Independent ALtditors' Repofl

To the Board of Dirpctors
Mencling Heurts, Inc.

We have audited the accompanying comparative statement of financial position of Mending Hearts, Inc. as of June
30, 2008 and tho relaled statements of activities, changes in net assets, fi.rnctional expopses and cash flows for rhe
year then ended. These financial statements are the responsibility of the Organilation's mnnagement- Our
responsibility is to express an opinion on these finoncial statemubts besed on ow audits.

We conductetl our audits in accordarrce with auditing standurds generally acceptefl in the United Stares of
fuuerica, Those strutdards reclrlire that wc plan and perform tho audit to obtaiu reasona\le ats* n"u aborrt rvhettrer
the hnrncisl sulernenrc dre fiee of materiul misstalernent. An nudit includes examining, on a test basis, evidenco
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounring
princrples used and significant estimates made by managemenl as well as evalulting the overall financial
strrlEn)ent presentation. Wc bclicvc that our audits providc a rcasonablc basis for our opinion.

In ow opinion, the financial $tatements referred to above presonts fairly, in all maqrial respec&, the financial
posi[on of Men<Iing Heans, Inc. as of June 30,2008, and the changes in itt; ner assel^$ an<J its cash flows for rhe
yeat then ended, in conlbrrnity with accounting principles generally accepted in the Unifed States of America.

;EnnEr@crxrusret

&"^ u o' ftaaratd&'lvltc
January A7,2009
F-ranklin, Tennessee
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ASSETS

CURFIENT ASSETS
Cash and cash equivalent$

Total Gurrent Assels

PROPEFITY AND EQUIPMENT
Furniture and equipment
Vehicles

Less accumuJated dep,reciation
Total Froperty and Equipment

OTHER ASSETS

Totai Assets

LIAEILITIES AND NET DEFICIT

CURRENT LIABILITIES
Notes payable officers
Notes payatrle bank
,Accrued expenge
Accounts payabJe

Total C urrent Liabilities

NET DEFIOIT
Unrestricted
Ternporarily restricted

Total Net Assets

Total Liabilities and Net Assets

MENDING HEARTS, INC,

$TATEMENT OF FINANCIAL POSITION

JUNE 30. 2008

See notes to financial stalemonts.

$  ' 1 . 1 3 0

1 , 1 3 0

1 1 , 4 3 6

_- 6,000
17,436
6,669

.-1-0,767

16 .500

$ 28,:gz

19,971
24,763

47.634

19,236

""  19,236

$ 28,997
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MENDING HEART$. INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30,2OO8

Changes in unrestricted nel assets:
Support and revenue
Grants
Contributions
Fundraising
Residefit l6es
Interest

Total supporl and revenue

Experrses:
Frogram services
Management and general
Fundraising

Total expenses
Decreaso in unrestricted net assets

Changes in temporarily restricted net assets
Contributions
Net assets released from temporary restrictions

Increase in temporarily rostriclod net assets

Total decrea$e in nel a$sEts

Net assets, beginning of year

Nel assel$, end ol year

See notes to financial statements.

91 ,855
22,998
12,245

143,205
5

270.312

165,990
1 10,394

1,370
277.754
q,442)

(7,442)

(11 ,794)

J-_Je!!qI
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MENDING I"IEARTS.INC.

ETATEMENT OF FUNCTIONAL EXFENSE

FOR THE YEAH ENDED JUNE 30, 2OO8

Progrem Managernent

Payroll

Payroll tax
AccoLnting f€€s
Suppliee
Conierences
Building rental
Flepsire and maintenBnc€
Utilities
Telephone, fax and lnternet
Bank charges
Otfice supFlies and expensa
Tax, license Hrtd petmits
lnsutgrrce
Depreciation
I nlgreSl
Advertising
DuEs and subscriptions
Protesslonal lee$
Labor
Vehicle operaiion
Drug screening
Food
Glfts and awarde
ResidentE lranspodation
Resident m€dical
Mrscellaneous
M6als and Fntertainment

Fundraising

q n4?

3,045
2,8O7

180
36,043

r t ,ouo

19,659
9,404

s5
2,547

995
7,040
1 , 6 1 5
1 , 1 8 4

229
325

1 , 2 1 5
E,OE.5

760
s7

J04

2,779
a4

5,042
3,045

A 1  D

1?,,Q14
/ o o

o,osJ
1,045

2,547
' I  11

7.O40
179

1.1  84

325
954

1,215
674
84

870
4 1

100,078
r 0,084
6.090
3.1  19

200
48,057
5,451

26,212
10,44S

950
5,094
1 , 1 0 6

14,080

d , J 0 0

229
650

s.539
2.430
7,342

844
967
405

2 -t70

95
15,007

905
" i5,007
442 483

1.370 'I

I

sE€ notes to llnanclat statsmsnts.
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MENDING HEARTS. ING.

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED JUNE 30.2OO8

Cash Flowe From Qperating Activities
Increaso (decrease) in net a6€ets
Adjustments to reconcile increase (decrease) in net assets to
oa$h providBd (used) by operating actjvities:

ln-Kind (non"cash) cgntrlbutlons ol flxecl assets
Depreciation
(tncreaso) decrease in contracl receivable
(lncrease) decrease in unconditional promises to give
(lncreeee) decrease jn other assots
Increase (decrease) in accounls payabi€
Increase (decrease.l in other accrued liabitities

Total adjustment$

Net Cash Provided (Used) by Operaiing Activities

Cash Flows From Investing Activities
Acquisition ol planl, property, and equipment
Nel Casrr Used by hve$ting Activities

Cash Flows Frorn Finarrcing Activities
Net borrowing (payffierrts) notes payable bank
Net borrowing (payrnents) not€$ payable officors
Net Cash Provided (Used) by Financing Activities

Increase (decroaso) in cash

Cash, beginning of year

Cash, end of year

Supplemental disclosures;

Cash paid for interest

See n'ltes to financial statements,

fi 7,44e

1,79;

(6,00;)
(1 00)

,. (s'591)

(7,9.01I

(15,24s)

19,763

,.,. - (4,159)

. . . .  _15,604

(845)

+,U:]J

$ 3,208

$ a,s68
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MENDING HEARTS,INC.

NOTES TO FINANCIAL STATEMENTS

1. ORGANIZATION AND NATURE OF BUSINESS

Mending Hearts, Inc,, a Tenuessee not-for-profit corporafion (the {t0rg4nlzation"}n was organired
to assist women in Tennessee seeking to overcome drug addiction by provlding transitional
shelter, food, clothing, counseling and other necessities. The Organization's primary sonrces of
reverue are grants from various other charitable organizafions, charitsble contributions and fees
charged to residents.

2. ST]}I}IARY OF SIGNIFICANT ACCOTINTTNG POLICIES

Basis of Presentation

The financial statements of Mending Hearts, fnc. have been prepared on tIc accrual basis gf
accounting. 'fhe ftnancial staternents reflect unrestricted, temporarily restricted, and pormanently
restricted net asscts and activlties. Net assets of the two restricted glasses are created only by
donor-irnposed restrictions on their use. All other net ass€ts, including board.deslgnated anounts
are reErrted as part of the unrestrlcted class- The Orgauization had no permanently restricted net
assets at June 30, 2007.

Concentiotion of Credit Risk

Typically, approximately forty to llfty percent of the Organieation's revenue, (l007c of its service
fee revenue), is attributable to one source,

Use of Estimates

The preparation of llnancial statements in conformity with generally accepted accounting
principles requires managerhent to rnake estimates and assumptions that affect rertain reported
amounts and disclosures. Accordingly, actual results could dJffer frorn those estimates.

Promises to,,Give

IJnconditional promises to give are recognlzed as revenues in the period in which the promises are
made' Conditional promises to give are recognieed when the conditioru on which they depend are
substantially met. The Organieation recognfucd no unconfitional promise* to give in 2008.
Promlses to qlve are recorded at their net reallzable value arrd are expected to be collected in tess
than one yetr.

Prorcrtv and Equioment
:

Property and equiprnent are reported at cost. Donatlons of property ahd equipment are recorded
as support at their estimatod fair value at the date of donation. Prpperty and equtprnetrt sre
depreciated principally using the straight-line method over their estirnatcd useful lives ranging
from five years for furniture and equipment.
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MENDING HEARTS,INC.

NOTES TO FINANCIAL STATEMENTS

2. SUMMARY OF STGNTF'TCANT ACCOUNTING POLICIBS (CONTII{UED)

LonsJived Assqts

The Organization periodically reviews the values assigned to long-lived assets to determine if anv
impairments are other than temporary. Management belleves that the long-lived assets in the
accompanying etatements of finrncial position are rppropriately valued_

Contributions

Contributions received are recorded as unrestricted, temporarily restrlcted, or permanently
restrlcted suppofi, dtpending on the existence and nature of any donor stlpulations thflt llmlt the
use of the donated assets either on a tem;rorsry or permsnent basis, When a donor restriction
expires, temporarily restrictcd net assets are reclassilled to unrestricted net assets find reported in
the statement of activities as het assets relmsed from restrictions. If a restriction is f'ulfilled in the
same period'in which the contribution is received, the Organization reports the support as
unrestricted. Contributions are cousidered to be available lbr unrestricted use unless specifically
restricted by the donor.

Functional Expense Allocation
;

l'he costs of providing various progrtm and supporting services have been $ummarized on a
functional basis in the statemrnt of functional expenses. Accordlngly, certain costs have heen
allocated among the prograrns and supporting services benefited.

Income Taxes

The Organization is exernpt from federal lncorne taxes under Section 501(cX3) of the Internal
Revenue Code. Accordlngly, no proltsion for income taxes hes been included in the accornpanying
ffnancial $tatcnrnts.

W
The Organization considers all highly liquid investments and certificates of deposits with original
maturities of three months or less, to be cash equivalents.
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1.

MENDING IIEARTS,INC.

NOTES TO FINANCIAL STATEMENTS

S UMVIARY OF S IGNTF'I CA NT A C COUNTING POLICIES ( CONTN'{UED)

Contributed Servicrs

During the year ended June 30, 2008, the value of contributed seryices rneeting the requirernents
for recognitlon in the ffnancial staterrents was not material and has not been recorded. In
addition, many individuals volunteer their time and perform a vaslety of tasks that asslst the
Organization at the program fhcilities, but these servlces do not meet the criteria for recognition
as contributed services.

LII{E OF'CREDIT

The Organization has a line of credlt arrangement with a bank wift a facility of $25,000.
Borrowings under the linc hear interest nt e rete of the prirne rete as established by the lender
plus one percent, which was 67o at June 30, 2008, end are secured by all assets of the
Organieation.

The balance at June 30,2008 was $24,763 due and payable on demand.

NOTES PAYABLE TO OFFICHRS

The Organizafion has unsecurcd notes payable to officers of the Organization which are due upon
demsnd. The officers have agreed to allow the Organization to repay the debt as it ts able to do so-
There is no stated rate of interest; therefore imputed interest of six percent has been used at June
30,2008.

OPERATING LEASE COMMITMENT

As of December 1, 2006, the Organltation entered into a one-year non-cancelabte operating lcase
for its facility at 4302 Albion Street requiring rent of $10,200 ennually. As of January t, 2008 the
lease was renewed for an additional year reguiring rent of $10;800. As of Aprit 200T the
Organization renewed the one-year non-cancelable lease for its facility at 1000 Avenue North
requiring rent of $18,000 annually. As of January 2008 the Organlzqtlon renewed thr one-year
non-cancelable operating kase for its facility at 4305 Albion Street reguiring rent of 924,000 per
yenr- Concunently with the lease of the property at 4305 Albion, fln option to purchasr this
property for $170,000 was entered into by the Organlzation. The option wiII explre January 14,
2012 snd increases the purchase price by three percent emh year with the first increase April l,
2007, This option required an $8,000 non-refundable option fee and,a further $500 per month
option fee pdd concurrently with the rent The option fees haye been c4pitalized in other assets.

3.

4.
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