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ELLSWORTH « STOUT

CPAs and Consultants

Independent Auditor’s Report

To the Board of Directors of
Hearts Alive Village, Inc. and Affiliates

Opinion

We have audited the accompanying consolidated financial statements of Hearts Alive Village, Inc. (a nonprofit
organization) and Affiliates, which comprise the consolidated statement of financial position as of December 31,
2025, and the related consolidated statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Hearts Alive Village, Inc. and Affiliates (the “Organization”) as of December 31, 2025, 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 of the
Consolidated Financial Statements section of our report. We are required to be independent of the Organization 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.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to continue as a
going concern within one year after the date that the consolidated financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 for 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 the aggregate, they would influence the judgment made by a reasonable user
based on the consolidated financial statements.
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In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated 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 consolidated
financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control. Accordingly, no such opinion is expressed.

e 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 consolidated financial
statements.

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

Zllewoth ¢ Stovd, LLC

Las Vegas, Nevada
September 21, 2026



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2025
ASSETS
Current Assets:
Cash $ 1,198,695
Accounts receivable, net 112,992
Inventory 267,587
Total current assets 1,579,274
Property and Equipment, net 8,295,651
Other Assets:
Refundable deposits 13,522
ROU asset for operating leases, net 244976
Total other assets 258,498
Total Assets $ 10,133,423

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 151,476
Accrued expenses 138,212
Current operating lease liability 72,859
Current maturities of long-term debt 457,093

Total current liabilities 819,640

Long-Term Liabilities:

Liability for operating leases, net 177,323
Long-term debt, net of current maturities 1,090,339
Total long-term liabilities 1,267,662
Total Liabilities 2,087,302
Net Assets:

Without donor restrictions 7,300,011
With donor restrictions 746,110
Total net assets 8,046,121

Total Liabilities and Net Assets

&

10,133,423

See accompanying notes to the consolidated financial statements.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2025

Net Assets without Donor Restrictions
Revenue and other support:

Contributions $ 2,089,854
Program revenue, net of discounts of $832,581 3,818,009
Special events income, net of expenses $69,970 106,463
In-kind donations 225,000
Net assets released from restrictions 3,330,171
9,569,497
Expenses:
Program services 7,749,935
Supporting services:
Management and general 179,154
Fundraising 247,668
8,176,757
Other income (expense):
Other income 20,496
Increase in net assets without donor restrictions 1,413,236

Net Assets with Donor Restrictions

Contributions 3,776,769

Net assets released from donor restrictions (3,330,171)
Increase in net assets with donor restrictions 446,598
Increase in Net Assets 1,859,834
Net Assets, Beginning of Year, As Previously Reported 6,194,163

Prior Period Adjustment (Note 9) (7,876)
Net Assets, Beginning of Year, As Restated 6,186,287
Net Assets, End of Year $ 8,046,121

See accompanying notes to the consolidated financial statements.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2025

Program Management

Services and General Fundraising Total
Advertising $ 72,660 $ - $ 3,824  $ 76,484
Depreciation 210,825 2,130 - 212,955
Dues and subscriptions 47,712 16,138 6,314 70,164
Employee benefits 97,639 40,557 12,016 150,212
Insurance 59,141 7,310 - 66,451
Interest expense 36,994 16,621 - 53,615
Office and other expenses 431,887 8,905 4,452 445,244
Professional services 219,823 39,727 5,297 264,847
Program expenses 2,101,270 - - 2,101,270
Rent 129,504 - - 129,504
Repairs and maintenance 133,258 - - 133,258
Salaries and related expenses 4,008,962 42,649 213,242 4,264,853
Taxes 15,904 - - 15,904
Travel 13,334 702 - 14,036
Utilities 146,423 - - 146,423
Vehicle expense 24,599 4,415 2,523 31,537

§ 7,749,935 § 179,154 ' § 247,668 $§ 8,176,757

See accompanying notes to the consolidated financial statements.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2025

Cash Flows from Operating Activities

Increase in net assets $ 1,859,834
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:

Depreciation 212,955
Interest expense accrued and capitalized to debt 15,597
Other 1,330
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable 974
(Increase) decrease in inventory (126,486)
Increase (decrease) in accounts payable (49,791)
Increase (decrease) in accrued expenses 33,351
Net cash provided by operating activities 1,947,764

Cash Flows from Investing Activities
Purchase of property and equipment (1,413,428)

Net cash used in investing activities (1,413,428)

Cash Flows from Financing Activities

Principal payments on long-term debt (69,360)

Proceeds from debt borrowings 183,001
Net cash provided by financing activities 113,641
Net Change in Cash 647,977
Cash, Beginning of Year 550,718
Cash, End of Year $ 1,198,695

Supplemental disclosure of cash flow information:
Interest paid $ 38,018

Supplemental disclosure of non-cash investing and financing activities:
Acquisition of building and land through increase in debt

&+~

395,485

&+~

Interest capitalized to debt 15,597

See accompanying notes to the consolidated financial statements.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Hearts Alive Village, Inc. and Affiliates (the “Organization”) is
presented to assist in understanding the Organization’s consolidated financial statements. The consolidated
financial statements and notes are representations of the Organization’s management, which is responsible for their
integrity and objectivity. These accounting policies conform to accounting principles generally accepted in the
United States of America and have been consistently applied in the preparation of the consolidated financial
statements.

Nature of the Organization

The consolidated accounts of the Organization include the accounts of Hearts Alive Village, Inc., HAV, LLC and
Hearts Alive Hooves, LLC. The last two disregarded entities are solely owned by the Organization, and each entity
holds real property (see Note 3). All significant inter-organization accounts have been eliminated in consolidation.

The Organization is a Nevada nonprofit entity founded in 2013 and provides three main areas of programs and
services:

Small Animal Rescue and Adoption: The Organization’s small animal rescue, rehabilitation and adoption program
focuses on ensuring cats and dogs are able to find a home of their own. Hearts Alive Rescue will often accept
animals from other rescues who may otherwise be put down, individuals who may no longer be able to care for
their animals, and other vulnerable populations of animals, to ensure they receive the medical care and
rehabilitation needed to have the best chance at finding a forever home.

Veterinary Services: Access to veterinary care impacts millions of pets and families and the Organization has
watched the community struggle because they are faced with hard decisions when it comes to their pets. To
address this need, the Organization’s veterinary services program provides options to help keep pets at home by
providing affordable care in our community. This program also assists with providing medical care to rescued
animals.

Horse Rescue: A sanctuary to rescue horses, donkeys, goats, pigs, and any other animals that need protection. It
is a safe space for animals to heal, rehabilitate, and wait for their future home.

Basis of Presentation

The consolidated financial statements of the Organization have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities. The Organization presents a
classified statement of financial position with additional qualitative information about the availability of resources
and liquidity in Note 2.

The accompanying consolidated financial statements have been presented in accordance with accounting principles
generally accepted in the United States of America applicable to not-for-profit organizations, principally
Accounting Standards Codification (“ASC”) 958, Not-for-Profit Entities. Under ASC 958 (as amended by
Accounting Standards Update (“ASU”) 2016-14), the Organization is required to report information regarding its
financial position and changes in financial position according to two classes of net assets: net assets without donor
restrictions and net assets with donor restrictions. The classification of net assets is based on the existence or
absence of donor-imposed restrictions. Net assets are released from donor restriction by incurring expenses
satisfying the restricted purpose or by occurrence of the passage of time or other event specified by donors.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Estimates

The preparation of consolidated financial statements in conformity with generally accepted accounting principles in
the United States of America requires management to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

For the purpose of the consolidated statement of cash flows, the Organization considers all highly liquid
investments available for current use with an original maturity of three months or less to be cash equivalents.

The Organization has concentrated its credit risk for cash by maintaining deposits in financial institutions, which at
times may exceed amounts covered by insurance provided by the U.S. Federal Deposit Insurance Corporation
(“FDIC”). The Organization has not experienced any losses in such amounts and believes it is not exposed to any
significant credit risk to cash.

Accounts Receivable

Accounts receivable consist primarily of fees due from program services. The Organization closely monitors
outstanding balances and determines whether certain accounts should be written off. It is the Organization’s policy
to charge off uncollectible accounts receivable when management determines the receivable will not be collected.
As of December 31, accounts receivable consisted of the following:

2025 2024
Accounts receivable $ 115885 § 116,859
Allowance for doubtful accounts (2,893) (2,893)

$ 112992 § 113,966

Property and Equipment

The Organization capitalizes significant expenditures for property and equipment at cost, generally those that
exceed $2,500. Property and equipment contributed to the Organization are recorded at approximate fair value at
the date of donation. Depreciation is computed using the straight-line method over the estimated useful lives of the
assets, which range between three to thirty-nine years.

Inventory

Inventories, which consist primarily of medical supplies and equipment, are measured at the lower of cost and net
realizable value.

Leases

The Organization has elected to apply the portfolio approach to account for Right-of-Use (“ROU”) assets and
liabilities, where applicable.

The Organization has elected the practical expedient that does not require the Organization to separate lease and
non-lease components for its leases.
8



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

The Organization has elected the short-term lease recognition exemption for all applicable classes of underlying
assets. Short-term disclosures include only those leases with a term greater than one month and 12 months or less,
and expense is recognized on a straight-line basis over the lease term. Leases with an initial term of 12 months or
less that do not include an option to purchase the underlying asset that the Organization is reasonably certain to
exercise, are not recorded on the consolidated statement of financial position.

The Organization has elected to use the risk-free rate as the discount rate for its operating leases.

The Organization leases office space. The determination of whether an arrangement is a lease is made at the lease’s
inception. Under ASC 842, a contract is (or contains) a lease if it conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Control is defined under the standard as having
both the right to obtain substantially all of the economic benefits from use of the asset and the right to direct the use
of the asset. Management only reassesses its determination if the terms and conditions of the contract are changed.

ROU assets represent the Organization’s right to use an underlying asset for the lease term, and lease liabilities
represent the Organization’s obligation to make lease payments. Operating lease ROU assets and liabilities are
recognized at the lease commencement date based on the present value of lease payments over the lease term using
the applicable rate. Operating lease ROU assets also include any lease payments made and exclude any lease
incentives. Lease expense for lease payments is recognized on a straight-line basis over the lease term. The
Organization’s lease terms may include options to extend or terminate the lease when it is reasonably certain that
the Organization will exercise the option. For the year ended December 31, 2025, the new operating ROU lease
assets and liabilities were $28,447.

Revenue Recognition

All donor-restricted contributions are reported as increases in net assets with donor restrictions. When a restriction
expires, restricted net assets are reclassified as net assets without donor restrictions and reported in the statement of
activities as net assets released from donor restrictions.

Contributions may be considered conditional or unconditional. A conditional contribution exists if both a) one or
more barriers exist and b) the right of return to the contributor for assets transferred (or a right of release of the
promisor from its obligation) depends on overcoming the stated barriers before a recipient is entitled to the assets
transferred or promised. In cases of ambiguous donor stipulations or stipulations that are not clearly unconditional,
contributions are presumed to be conditional. Conditional contributions are recognized when conditions have been
substantially met or waived by the donor. Unconditional contributions are recognized when received or when the
right to receive is obtained through documentation.

Program revenues consist of adoption, clinic, and other fees from contracts with customers. Revenues are
recognized when control of the promised goods or services is transferred to customers, in an amount that reflects
the consideration the Organization expects to be entitled to in exchange for those goods or services. These revenues
are recognized net of discounts. For the year ended December 31, 2025, program revenues were recorded net of
discounts of $832,581. Program revenue is recognized at a point-in-time when services were performed, which is
when the performance obligation is satisfied.



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributed Materials and Services

Generally, donated materials, if significant in amount, are recorded at their fair market value, provided the
Organization has a clearly measurable and objective basis for determining the fair value. In the case of materials
where such values cannot reasonably be determined, the donation is not recorded.

Donated professional services are recognized if the services received (a) create or enhance long-lived assets or (b)
require specialized skills, are provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation. In addition, unpaid volunteers have donated their time to the Organization’s
programs. The value of such services has not been reflected in the accompanying statements since the volunteers’
time does not meet the criteria for recognition as contributed services.

The Organization recognized $225,000 of donated animal food during the year ended December 31, 2025 that was
priced at $1 per pound of food.

Income Taxes

In August 2013, the Organization received notification from the Internal Revenue Service that the Organization is
exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and has been classified as a
public charity under Section 170(b)(1)(A)(vi). Therefore, no provision for income taxes is made in the
accompanying consolidated financial statements.

As defined by ASC Topic 740, Income Taxes, no provision or liability for materially uncertain tax positions was
deemed necessary by management. Therefore, no provision or liability for uncertain tax positions has been included

in these consolidated financial statements.

The Organization is no longer subject to potential income tax examinations by tax authorities for years for which
the statute of limitations has expired.

Advertising

Advertising costs are expensed as incurred.

Allocation Methodology

The statement of functional expenses presents expenditures by both their nature and their function. Therefore, these
expenses require allocation on a reasonable basis that is consistently applied. Expenses are allocated based on
management’s estimates of time and effort, except for expenses that are considered direct expenses.

NOTE 2 - LIQUIDITY AND AVAILABILITY

As of December 31, 2025, the Organization had $565,577 of financial assets available within one year of the
consolidated statement of financial position date to meet cash needs for general expenditures consisting of cash and
cash equivalents of $452,585 and accounts receivable of $112,992. Contractual or donor-imposed restrictions are

not available for general expenditure. As part of the Organization’s liquidity management, it structures its financial
assets to be available as its general expenditures, liabilities, and other obligations come due.

10



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 3 - PROPERTY AND EQUIPMENT

As of December 31, 2025, property and equipment consisted of the following:

Non depreciable:
Land $ 2,787,517
Depreciable:
Buildings 5,229,031
Furniture and equipment 423,776
Improvements 585,987
Vehicles 128,178
9,154,489
Less: accumulated depreciation (858,838)
$ 8,295,651

Depreciation expense for the year ended December 31, 2025 was $212,955.

The Organization holds certain properties through two disregarded single-member LLCs, each wholly owned and
controlled by the Organization and included in the consolidated statement of financial position. HAV, LLC holds
the property located at 3250 N Decatur Blvd., with net property and equipment of $1,706,512 as of December 31,
2025. Hooves, LLC holds the horse rescue property located at 13040 and 13060 Horse Drive, with net property and
equipment of $3,405,655 as of December 31, 2025. Additionally, the Organization directly holds the Spay/Neuter
and Wellness Clinic property located at 2255 S. Nellis Blvd., which the purchase was finalized during the year
ended December 31, 2025, and had net property and equipment of $813,781 as of December 31, 2025.

NOTE 4 - LEASING ACTIVITIES

As of December 31, 2025, the following summarizes the line items in the consolidated statement of financial
position which includes amounts for operating leases:

ROU asset for operating lease $ 244,976
Current operating lease liability $ 72,859
Long-term liability for operating leases 177,323

$ 250,182

As of December 31, 2025, the following summarizes the weighted average remaining lease term and discount rate:

Weighted Average Remaining Lease Term 3.58 years

Weighted Average Discount Rate 2.99%

11



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 4 - LEASING ACTIVITIES (Continued)

As of December 31, 2025, the maturities of lease liabilities were as follows:

2026 $ 79,147
2027 66,332
2028 68,322
2029 44,090
2030 6,995
Total lease payments 264,886
Less interest (14,704)
Present value of lease liabilities $ 250,182

For the year ended December 31, 2025, the following summarizes the line items in the consolidated statement of
activities which include the components of lease expense:

Lease Costs (included in rent expense):
Operating lease cost $ 129,504

12



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 5 - LONG-TERM DEBT
As of December 31, 2025, long-term debt consisted of the following:

The Organization was granted Economic Injury Disaster Loans (EIDL) in the aggregate amount
of $500,000 pursuant to Section 7(b) of the Small Business Act, as amended. The loan matures
in May 2050 and bears interest at a fixed rate of 2.75% per annum. The loans may be prepaid by
the borrower at any time prior to maturity with no prepayment penalties. Funds from the loans
may only be used as working capital to alleviate economic injury caused by the pandemic. The
loans are collateralized by assets of the Organization. $ 465,285

Note payable, due in monthly installments ranging from $323 to $1,866, with interest rates
ranging from 0% to 14.68%, and maturing in 2028, collateralized by equipment. 58,673

The Organization has a note payable with a grantor that originated in October 2024 in connection
with the acquisition of a building on Nellis Boulevard in Las Vegas, Nevada. The note bears

interest at 6.5% per annum, is secured by a first deed of trust on the property, and provides for
total borrowings of up to $1,000,000, advanced in three draws, with the final $400,000
disbursed in January 2026 (see Note 10). The note is interest-only through December 2028, with
interest capitalized into principal rather than paid in cash. Beginning January 2029, annual
principal and interest payments capped at $350,000 are due each January through 2031, with the
remaining balance due in full at maturity on January 31, 2032.

Under a related grant agreement, the grantor has committed to forgive up to $1,050,000 of the
amounts due under the note, in three annual installments of up to $350,000 on January 31, 2029,
2030, and 2031, contingent on the Organization's continued operation of the funded programs
and compliance with the grant agreement's other conditions. Because forgiveness is conditional
and not yet granted, none has been recognized in the financial statements, and interest continues
to accrue on the full outstanding balance. Forgiveness will be recognized as contribution
revenue when the grantor's conditions are met and forgiveness is legally granted. Because
compounding interest is expected to exceed the forgiveness threshold, a residual balance is
expected to remain due in cash at maturity even if all three installments are granted as
scheduled. 623,474

The Organization has a non-interest bearing note payable in the amount of $400,000, dated in
March 2025, with a 10-month term (see Note 10). The note is secured by a second deed of trust

on the property purchased on Nellis Boulevard in Las Vegas, Nevada. 400,000
Total long-term debt 1,547,432
Less: current maturities (457,093)

$ 1,090,339

13



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 5 - LONG-TERM DEBT (Continued)

Long-term debt matures as follows as of December 31:

2026 $ 457,093
2027 37,850
2028 10,107
2029 362,888
2030 293,426
Thereafter 386,068
$ 1,547,432

NOTE 6 — NET ASSETS WITH DONOR RESTRICTIONS
Net assets are released from donor restrictions by incurring expenses satisfying the restricted purposes or by
occurrence of the passage of time or other events specified by donors. As of December 31, 2025, net assets with

donor restrictions were restricted for the following purposes:

Subject to expenditure for specified

purpose:
Horse Rescue $ 630,805
Spay/Neuter 81,245
ERC 34,060

S 746110

As of December 31, 2025, net assets with donor restrictions consisted of cash of $746,110.

NOTE 7 - CONTINGENCIES

The Organization is at times involved in some small claims court disputes that relate to the routine matters
incidental to its operations. Based on consultation with legal counsel, the Organization does not believe that any
disputes, either individually or in the aggregate, to which the Organization is a party will have a material adverse
effect on the Organization’s financial position, results of operations, or cash flows.

NOTE 8 — RELATED PARTY TRANSACTIONS AND CONCENTRATIONS OF REVENUE

The Organization received contributions totaling $3,095,000 from the Hammer Family Charitable Fund during the
year ended December 31, 2025. The Hammer Family Charitable Fund is controlled by two members of the
Organization’s Board of Directors, who are husband and wife. This is also considered a concentration of revenues
equaling 53% of total.

14



HEARTS ALIVE VILLAGE, INC. AND AFFILIATES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
DECEMBER 31, 2025

NOTE 8 - RELATED PARTY TRANSACTIONS AND CONCENTRATIONS OF REVENUE (Continued)

These contributions were made in accordance with the Organization’s mission and were reviewed and approved by
the Board of Directors in compliance with the Organization's conflict of interest policy. No conditions were placed
on these contributions.

NOTE 9 — PRIOR PERIOD ADJUSTMENT

The Organization discovered an error in previously issued financial statements related to the accounting for a
property acquisition on Nellis Boulevard. During 2024, loan proceeds were placed into an escrow account as part of
the purchase transaction. The escrowed funds were subsequently used toward the acquisition of the property, which
was fully completed in 2025. As a result, the related property and equipment and long-term debt were not properly
reflected in the financial statements. It was determined that this error was inadvertent and unintentional. The
following sets forth the previously reported and restated amounts of selected items within the statement of financial
position (“SOFP”) as of December 31, 2024:

As
Previously As Increase
Selected data from the SOFP as of December 31, 2024 Reported Restated (Decrease)
Property and Equipment, net $§ 6,199,693 § 6,699,693 §$ 500,000
Long-term debt, net of current maturities $ 478,534  $ 986,410 $ 507,876
Net assets without donor restrictions $ 5,894,651 $ 5,886,775 $ (7,876)

NOTE 10 - SUBSEQUENT EVENTS

In January 2026, the Organization drew an additional $400,000 under its promissory note payable to the grantor
(see Note 5), increasing the total outstanding balance under that note to approximately $1,023,474. The last draw is
subject to the same terms as the original note. The funds were used to pay off the short term note payable of
$400,000 (see Note 5).

Management of the Organization has evaluated subsequent events through September 21, 2026, which is the date

the financial statements were available to be issued. No additional events were identified that would require
disclosure.
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