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Independent Auditors’ Report

To the Board of Directors of
Medical Bridges, Inc.:

We have audited the accompanying financial statements of Medical Bridges, Inc., which comprise the
statements of financial position as of December 31, 2017 and 2016 and the related statements of activities
and of cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements — Management is responsible for the
preparation and fair presentation of these financial 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.

Auditors’ 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 our audits to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ 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 entity’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 entity’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 Medical Bridges, Inc. as of December 31, 2017 and 2016 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.

A%%MM@%

May 16, 2018

2900 Weslayan, Suite 200  Houston, Texas 77027-5132  (713) 439-5757 Fax (713) 439-5758



Medical Bridges, Inc.

Statements of Financial Position as of December 31, 2017 and 2016

ASSETS

Cash
Pledges receivable

Inventory of donated medical supplies and equipment (Note 6)

Property, net (Note 2)

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable and accrued expenses
Deferred revenue
Note payable (Note 3)

Total liabilities

Net assets:
Unrestricted (Note 4)
Temporarily restricted (Note 5)

Total net assets

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to financial statements.

2017 2016
$ 150,922 $ 24910
10,500 17,000
1,862,696 1,830,644
691,279 713,093

$ 2715397 S 2,585,647
$ 26436 $ 38,574
19,928 96,242
351,007 290,860
397.371 425.676
2,225,469 2,035,302
92,557 124,669
2,318,026 2.159.971
$ 2715397 $ 2,585,647




Medical Bridges, Inc.

Statements of Activities for the years ended December 31, 2017 and 2016

REVENUE:

Contributions of medical supplies and equipment (Note 6)

Loss on valuation of inventory of donated medical
supplies and equipment

Contributions

Special events

Direct donor benefit costs of special events

Shipping and handling fees

Total revenue

Net assets released from restrictions:
Donor re-designation of restrictions
Expenditures for program purposes
Equipment acquisition expenditures

Total

EXPENSES:

Program expenses:
Shipments of medical supplies and equipment (Note 6)
Distribution and warehousing

Total program expenses

Management and general
Fundraising

Total expenses
CHANGES IN NET ASSETS
Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

2017 2016
TEMPORARILY TEMPORARILY
UNRESTRICTED RESTRICTED TOTAL UNRESTRICTED RESTRICTED TOTAL
$ 7,408,725 $ 7,408,725  $ 6,145,388 $ 6,145,388
(9,228) (9,228) (201,520) (201,520)
223,118 $ 170,757 393,875 199235 $ 92,775 292,010
305,531 305,531 240,247 240,247
(59,818) (59,818) (64,555) (64,555)
546,157 546,157 464,156 464,156
8,414,485 170,757 8,585,242 6,782,951 92,775 6,875,726
98,894 (98,894)
91,190 (91,190) 61,612 (61,612)
12,785 (12.785)
8.617.354 (32.112) _ 8.585.242 6.844.563 31.163 _6.875.726
7,294,661 7,294,661 5,919,220 5,919,220
714,682 714,682 714,352 714,352
8,009,343 8,009,343 6,633,572 6,633,572
232,126 232,126 234,724 234,724
185.718 185.718 178.454 178.454
8,427,187 8,427,187 7,046,750 7,046,750
190,167 (32,112) 158,055 (202,187) 31,163 (171,024)
2.035.302 124,669 2.159.971 2.237.489 93506  2.330.995
$2225469 $ 92557 $2318,026 $2035302 $ 124669 $2.159,971




Medical Bridges, Inc.

Statements of Cash Flows for the years ended December 31, 2017 and 2016

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets $ 158,055 $ (171,024)
Adjustments to reconcile changes in net assets to net
cash provided (used) by operating activities:
Depreciation 34,601 31,884
Changes in operating assets and liabilities:
Pledges receivable 6,500 (14,750)
Inventory of donated medical supplies and equipment (32,052) (38,137)
Accounts payable and accrued expenses (12,138) (23,216)
Deferred revenue (76.314) 26,352
Net cash provided (used) by operating activities 78,652 (188.891)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property (12.787) (9.300)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from note payable 491,259 536,273
Repayment of note payable (431,112) (357,271)
Net cash provided by financing activities 60,147 179,002
NET CHANGE IN CASH 126,012 (19,189)
Cash, beginning of year 24,910 44,099
Cash, end of year $ 150,922 $ 24910
Supplemental disclosure of cash flow information:
Interest paid $19,953 $7,906

See accompanying notes to financial statements.




Medical Bridges, Inc.

Notes to Financial Statements for the years ended December 31, 2017 and 2016

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization — Medical Bridges, Inc. (Medical Bridges) is a non-profit organization whose mission is to
bridge the healthcare gap by procuring medical, dental and surgical supplies and equipment for
redistribution to qualified organizations and medical missions primarily in the developing world. Medical
Bridges is located in Houston, Texas and receives donations of medical supplies and equipment from
hospitals, clinics, physician’s offices, medical supply companies, home health agencies, and private
individuals.

Federal income tax status — Medical Bridges is exempt from federal income tax under §501(c)(3) of the
Internal Revenue Code and is classified as a public charity under §509(a)(1) and §170(b)(1)(A)(vi).

Pledges receivable that are expected to be collected within one year are reported at net realizable value.
Amounts that are expected to be collected in more than one year are discounted, if material, to estimate
the present value of future cash flows. At December 31, 2017, all pledges are due within one year.

Inventory of donated medical supplies and equipment is reported at cost. The cost of donated inventory is
based upon estimated fair value at the date of gift.

Property is reported at cost if purchased and at fair value at the date of gift if donated. Depreciation is
provided on a straight-line basis over estimated useful lives of 39 years for buildings and improvements
and 5 to 7 years for furniture, equipment, and vehicles.

Net asset classification — Contributions and the related net assets are classified based on the existence or
absence of donor-imposed restrictions, as follows:

e Unrestricted net assets include those net assets whose use is not restricted by donor-imposed
stipulations, even though their use may be limited in other respects, such as by contract or board
designation.

e Temporarily restricted net assets include contributions restricted by the donor for specific purposes or
time periods. When a purpose restriction is accomplished or a time restriction ends, temporarily
restricted net assets are released to unrestricted net assets.

Contributions are recognized as revenue at fair value when an unconditional commitment is received from
the donor. Contributions received with donor stipulations that limit their use are classified as restricted
support.

Non-cash contributions are recognized as revenue at fair value when an unconditional commitment is
received from the donor. The related expense is recognized as the donated medical supplies and
equipment is distributed by Medical Bridges. Contributions of services are recognized when services
received (a) create or enhance nonfinancial 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.




Shipping and handling fees are recognized as revenue when the shipments have been processed and
shipped to their overseas locations. Fees received in advance are reported as deferred revenue.

Estimates — Management must make estimates and assumptions to prepare financial statements in
accordance with generally accepted accounting principles. These estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, the amounts
of reported revenue and expenses, and the allocation of expenses among various functions. Actual results
could vary from the estimates that were used.

Recent financial accounting pronouncements — In August 2016, the Financial Accounting Standards
Board (FASB) issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities. The amendments in this ASU are the first
phase of changes aimed at providing more useful information to users of not-for-profit financial
statements. Under this ASU, net assets will be presented in two classes: net assets with donor restrictions
and net assets without donor restrictions and underwater endowments will be grouped with net assets
with donor restrictions. New or enhanced disclosures will be required about the nature and composition
of net assets, and the liquidity and availability of resources for general operating expenditures within one
year of the balance sheet date. Expenses will be required to be presented by both nature and function and
investment return will be presented net of external and direct internal investment expenses. Absent
explicit donor stipulations, restrictions on long-lived assets will expire when assets are placed in service.
Adoption of this ASU in 2018 will impact the presentation and disclosures of the financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which replaces
most existing revenue recognition guidance for exchange transactions not specifically covered by other
guidance. This ASU does not apply to non-exchange transactions such as contributions. The core
principle of the new guidance is that an entity should recognize revenue in an amount that reflects the
consideration to which it expects to be entitled in exchange for transferred goods or services and
establishes a 5-step process to determine when performance obligations are satisfied and revenue is
recognized. Medical Bridges is required to adopt this ASU for fiscal year 2019 using an appropriate
retrospective method. Medical Bridges has not yet determined the impact of adopting this ASU on its
financial statements.

NOTE 2 - PROPERTY

Property is comprised of the following:

017 016
Land $ 96,313 $ 96,313
Buildings and improvements 769,413 769,413
Furniture and equipment 144,019 131,234
Vehicles 47,234 47,234
Total property, at cost 1,056,979 1,044,194
Accumulated depreciation (365.700) (331.101)
Property, net $ 691,279 $ 713,093




NOTE 3 - NOTE PAYABLE

Medical Bridges has a $350,000 business line of credit with a bank, collateralized by property, expiring
April 25, 2021, with an interest rate of 5% at December 31, 2017. At December 31, 2017 and 2016,
$330,538 and $266,138, respectively, was outstanding under this line of credit. Medical Bridges entered
into a vehicle financing loan in 2015. The balance due on this note at December 31, 2017 and 2016 was
$20,433 and $24,722, respectively. The loan is due in November 2020, with approximate annual
payments of $6,800.

NOTE 4 —- UNRESTRICTED NET ASSETS

Unrestricted net assets consist of the following:

2017 2016
Undesignated $ (308,037) $ (483,713)
Inventory of donated medical supplies and equipment 1,862,696 1,830,644
Property, net of acquisition debt 670,810 688,371
Total unrestricted net assets $ 2,225,469 $ 2,035,302
NOTE 5 - TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes:

2017 2016
Medical supplies and equipment shipments $ 55,657 $ 8,000
Gala 2018 22,000
Time restricted for future periods 10,500 17,000
Transportation — operating and maintenance of vehicles 98,894
Other 4.400 775
Total temporarily restricted net assets $ 92,557 § 124,669

NOTE 6 - DONATED SUPPLIES, EQUIPMENT AND SERVICES

Medical supplies and equipment distributed by Medical Bridges are received through donations from
individuals and healthcare organizations. The estimated fair value of the donations of medical supplies
and equipment is based upon the wholesale list value for new items and resale values listed by local and
national dealers for used equipment. The estimated fair value of these contributions is recognized in the
financial statements as inventory and contribution revenue. As the medical supplies and equipment are
distributed, program expenses are recognized.

Contributed services — A substantial number of volunteers have contributed significant amounts of time in
connection with program services, administration, and clerical support for which no amount has been
recognized in the financial statements because the donated services did not meet the criteria for
recognition under generally accepted accounting principles. One volunteer’s services did meet the criteria
for recognition under generally accepted accounting principles. Those services were connected to
program services and are valued at approximately $54,000 in 2017 and $100,000 in 2016.




NOTE 7 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through May 16, 2018, which is the date that the financial
statements were available for issuance. As a result of this evaluation, no events were identified that are
required to be disclosed or would have a material impact on reported net assets or changes in net assets.




