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Medicare ICR enrollment approval Business

Training.

Pritikin Certification.  
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Key Personnel and Staff Training: 

Total
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Table 2 continued 
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National Historical Utilization Rate 69.4%.
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Notes (to Licensee Reported Results): 

a.

b.

c.

i.e.

i.e.

i.e.

d.

e.
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The prices in the tables below are subject to change to cover increases in materials and/or transportation 
costs on an annual basis.  Pritikin will provide no less than 90-days’ notice if pricing is to change and no price 
increase will be greater than 5%. 

Also included within the Patient Engagement Kit and Cardiac Rehab Resource Folder 
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Pritikin - 2023 FDD (76)



Pritikin - 2023 FDD (77)



Pritikin - 2023 FDD (78)



Pritikin - 2023 FDD (79)



Pritikin - 2023 FDD (80)



Pritikin - 2023 FDD (81)



Pritikin - 2023 FDD (82)



Pritikin - 2023 FDD (83)



Pritikin - 2023 FDD (84)



Pritikin - 2023 FDD (85)



Pritikin - 2023 FDD (86)



Pritikin - 2023 FDD (87)



Pritikin - 2023 FDD (88)



Pritikin - 2023 FDD (89)



o

o

o

o

Pritikin - 2023 FDD (90)



Any excessive data overages due to Mobile Device user activity 
beyond the scope of the Permitted Purposes will be borne by Provider.   
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INDEPENDENT AUDITOR’S REPORT 
 

To the Member and Management of 
 Pritikin ICR LLC 
 
Opinion 
 
We have audited the accompanying financial statements of Pritikin ICR LLC (“a Delaware limited 
liability company”), which comprise the balance sheets as of December 31, 2022 and 2021, and 
the related statements of income and member’s equity (deficit), and cash flows for the years 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 Pritikin ICR LLC as of December 31, 2022 and 2021, and the results of 
its operations and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
Basis for Opinion 
 
We conducted our audits 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 Financial Statements section of our report. We are 
required to be independent of Pritikin ICR LLC and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audits. 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 Financial Statements 
 
Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether 
due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about Pritikin ICR 
LLC’s ability to continue as a going concern within one year after the date that the financial 
statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are 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 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 financial statements. 

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

 Exercise professional judgment and maintain professional skepticism throughout the 
audit. 
 

 Identify and assess 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 

procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of Pritikin ICR LLC’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 Pritikin ICR LLC’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. 
 
 
 
 
Miami, Florida 
April 12, 2023 
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PRITIKIN ICR LLC
 

BALANCE SHEETS

2022 2021
ASSETS

CURRENT ASSETS:
Cash 2,612,319$              1,289,036$           
Accounts receivable, net 2,474,290       2,226,208    
Prepaid expenses 198,606                   198,446                
Due from related party 11,413                     4,617                    

TOTAL CURRENT ASSETS 5,296,628                3,718,307             

VIDEO COSTS, net 124,406                   21,776                  

PROPERTY AND EQUIPMENT, net 66,004                     73,424                  

WEBSITE DEVELOPMENT COSTS 110,701                   131,513                

PROMISSORY NOTE RECEIVABLE, net 250,000 -                            

OTHER ASSETS 253,301                   206,400                

TOTAL ASSETS 6,101,040$              4,151,420$           

LIABILITIES AND MEMBER'S EQUITY (DEFICIT)

CURRENT LIABILITIES:
Notes payable - Majority Member 2,800,000$              3,300,000$           
Accounts payable 176,413                   66,416                  
Accrued expenses 701,198                   780,835                
Due to related parties 56,521                     88,051                  

TOTAL CURRENT LIABILITIES 3,734,132                4,235,302             

COMMITMENTS AND CONTINGENCIES

MEMBER'S EQUITY (DEFICIT) 2,366,908                (83,882)                 

TOTAL LIABILITIES AND MEMBER'S EQUITY (DEFICIT) 6,101,040$              4,151,420$           

December 31,

See accompanying notes to financial statements.
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PRITIKIN ICR LLC
 

STATEMENTS OF INCOME AND MEMBER'S EQUITY (DEFICIT)

2022 2021
REVENUES:

Hospital 9,572,798$           7,732,551$          
Printed manuals, binders, VICR, and PritikinLive revenues 514,588                352,008               
Training 278,416                141,754               

TOTAL REVENUES 10,365,802           8,226,313            

EXPENSES:
Program expenses 637,894                391,653               
Salaries and related benefits 4,195,317 4,417,409
Contractors 13,725                  9,785                   
Consulting 405,878                440,555
Payroll taxes 267,958                263,751               
Commission expense 142,312                132,397               
Travel and meals 244,782                74,769                 
Trade shows 71,398                  22,908                 
Recruiting 5,812 18,768
Rent 133,053                133,053               
Legal and professional fees 282,229                178,942               
Insurance 374,477                267,047               
Advertising 449,220                521,089               
Research and development 51,200                  -                           
Supplies 31,374                  15,227                 
Administrative expenses - related party 30,000                  30,000                 
Depreciation and amortization 81,641                  80,418                 
Provision on promissory note receivable 250,000 -                           
Bad debt expense 46,115                  25,091                 
Other general and administrative 84,052                  72,882                 

TOTAL EXPENSES 7,798,437             7,095,744            

INCOME FROM OPERATIONS 2,567,365             1,130,569            

OTHER INCOME (EXPENSE):
Interest income 1,895                    27                        
Interest expense (118,470)               (115,296)              

TOTAL OTHER EXPENSE, net (116,575)               (115,269)              

 NET  INCOME 2,450,790             1,015,300            

 Member's Deficit -- Beginning of year (83,882)                 (1,099,182)           

 Member's Equity (Deficit) -- End of year 2,366,908$           (83,882)$              

For The Years Ended December 31,

See accompanying notes to financial statements.
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PRITIKIN ICR LLC
 

STATEMENTS OF CASH FLOWS

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES:

Net income 2,450,790$           1,015,300$         
Adjustments to reconcile net income to net cash 
  provided by operating activities:

Depreciation and amortization 81,641                  80,418                
Provision on promissory note receivable 250,000                -                          
Net increase in provision for uncollectible accounts 46,115                  25,091                
Changes in assets and liabilities:

Accounts receivable (294,197)               (539,352)             
Prepaid expenses (160)                      (45,437)               
Other assets (46,901)                 30,685                
Accounts payable 109,998                34,042                
Accrued expenses (79,637)                 271,337              
    TOTAL ADJUSTMENTS 66,859                  (143,216)             

  NET CASH PROVIDED BY OPERATING ACTIVITIES 2,517,649             872,084              

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (28,826)                 (8,439)                 
Purchases of video costs (110,475)               (6,516)                 
Purchases of website development costs (16,739)                 (31,683)               

      NET CASH USED IN INVESTING ACTIVITIES (156,040)               (46,638)               

CASH FLOWS FROM FINANCING ACTIVITIES:
Advances evidenced by promissory note receivable (500,000)               -                          
Repayments on notes payable - related party (500,000)               -                          
Net advances (to) from related parties (38,326)                 15,269                

      NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (1,038,326)            15,269                

NET CHANGE IN CASH 1,323,283             840,715              

CASH - BEGINNING OF YEAR 1,289,036             448,321              

CASH - END OF YEAR 2,612,319$           1,289,036$         

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:

Cash paid during the year for interest: 96,619$                -$                        

For The Years Ended December 31,

See accompanying notes to financial statements.
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PRITIKIN ICR LLC 
 

NOTES TO FINANCIAL STATEMENTS 
 

 December 31, 2022 and 2021 

7 

  
 

NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Organization:  Pritikin ICR LLC (“Pritikin ICR” or the “Company”), a Delaware limited liability 
company, was formed on February 5, 2013 for the purpose of providing intensive cardiac 
rehabilitation (“ICR”) by utilizing the methods created by Florida Pritikin Center LLC (“Pritikin”) 
d/b/a/ Pritikin Longevity Center and Spa to patients of healthcare providers located in the United 
States of America. Pritikin is an entity related to the Company through common ownership.  Pritikin 
ICR is 100% owned by Pritikin Enterprises LLC (the “Sole Member”).  Pritikin ICR promotes the 
Pritikin philosophy that is based on science and research and offers an integrated approach that 
combines lifestyle enhancement education and healthy eating with structured exercise through 
video lectures with moderators to patients of healthcare providers.  The Pritikin ICR program 
has been approved for reimbursement by Medicare. 
 
Cash and Cash Equivalents:  Highly liquid investments with original maturities of three months 
or less at the date of purchase are considered cash equivalents. The Company had no cash 
equivalents at December 31, 2022 and 2021. 
 
Accounts Receivable, net:  In the normal course of business, the Company provides credit to its 
healthcare providers and performs credit evaluations of these healthcare providers. 
Management reviews these accounts annually to determine if an allowance for doubtful 
accounts is necessary. The Company establishes an allowance for doubtful accounts based on 
historical experience and any specific collection issues that the Company has identified. 
Account balances are charged against the allowance after all collection efforts have been 
exhausted and the potential for recovery is considered remote. The allowance for uncollectible 
accounts was approximately $71,000 and $25,000 as of December 31, 2022 and 2021, 
respectively. 
 
Inventory:  Inventory consisting of binders are valued at the lower of cost (first-in, first-out basis) 
or net realizable value. On a periodic basis, the Company reviews its inventory and identifies 
that which is excess, slow moving and obsolete by considering factors such as inventory levels, 
expected product life and forecasted sales demand. Any identified excess, slow moving, and 
obsolete inventory is written down to its market value through a charge to program expenses. 
As of December 31, 2022 and 2021, the Company did not have any inventory on hand. 
 
Property and Equipment:  Property and equipment are recorded at cost. Depreciation is 
computed on the straight-line method over the estimated useful lives of the related assets, 
ranging from 3 to 6 years.  Improvements to leased property are amortized over the life of the 
lease or the life of the improvement, whichever is shorter. 
 
Website Development Costs: The Company has an intangible asset which consists of website 
development costs that will be amortized using the straight-line method over the estimated 
useful life of 5 years. Amortization expense for the year ended December 31, 2022 and 2021 
totaled approximately $38,000 and $31,000, respectively. 
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PRITIKIN ICR LLC 
 

 NOTES TO FINANCIAL STATEMENTS--Continued 
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued  
 
Video Costs: Video costs represent direct costs incurred in the development of additional video 
lectures and sell in videos for the Pritikin ICR program. The costs are capitalized once the video 
will generate probable future economic benefits and costs can be measured reliably. Video 
costs are amortized over 5 years or less, representing an estimate of the expected operating life 
cycle of the video. Amortization expense related to the video costs totaled approximately $8,000 
and $5,000 during the years ended December 31, 2022 and 2021, respectively.   
 
Impairment of Long-Lived Assets: The Company assesses, on an annual basis, the 
recoverability of the carrying amount of long-lived assets used in continuing operations.  A loss 
is recognized when expected future cash flows (undiscounted and without interest) are less than 
the carrying amount of the asset. The impairment loss is determined as the difference by which 
the carrying amount of the asset exceeds its fair value. For the years ended December 31, 2022 
and 2021, the Company did not believe that there were factors or circumstances indicating 
impairment of any of its long-lived assets.   
 
Advertising:  The Company expenses all advertising costs as they are incurred. Total 
advertising costs for the years ended December 31, 2022 and 2021 were approximately 
$449,000 and $521,000, respectively.   
 
Use of Estimates: The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America (“GAAP”) requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities and the reported amounts of revenues and expenses at the date 
of the financial statements. Actual results could differ from those estimates. 
 
Income Taxes:  As a limited liability company, the Company’s taxable income or loss is 
allocated to its Sole Member. Therefore, no provision or liability for income taxes has been 
included in the accompanying financial statements.  
 
The Company accounts for the uncertainty in income taxes in accordance with GAAP, which 
requires recognition of a tax position in the financial statements only after determining that the 
relevant tax authority would more likely than not sustain the tax position following a tax audit.   
 
For tax positions meeting the more likely than not threshold, the amount recognized in the 
financial statements is the largest benefit that has a greater than 50 percent likelihood of being 
realized upon ultimate settlement with the relevant tax authority. The Company applied this 
guidance to its tax positions for the years ended December 31, 2022 and 2021.  The Company 
has no material unrecognized tax benefits and no adjustments to its financial position, results of 
operations or cash flows were required. The Company’s tax returns for the years ended 
December 31, 2019 through 2021 remain subject to examination by federal and state tax 
jurisdictions.  The Company recognizes accrued interest and penalties related to uncertain tax 
positions, if any, as income tax expense. 
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PRITIKIN ICR LLC 
 

 NOTES TO FINANCIAL STATEMENTS--Continued 
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued 
 
Subsequent Events:  The Company has evaluated subsequent events and transactions for 
potential recognition or disclosure in the financial statements through April 12, 2023, the date 
the financial statements were available to be issued.  
 
Recently Adopted Accounting Pronouncements: New accounting pronouncements adopted 
during the year ended December 31, 2022 include the following: 
 
Effective January 1, 2022, the Company adopted Accounting Standards Codification (“ASC”) - 
Leases (Topic 842), which requires organizations to recognize operating and financing lease 
liabilities and corresponding right-of-use (“ROU”) assets on the balance sheet, using the 
modified retrospective method provided under ASU 2018-11, Leases- (Topic 842): Targeted 
Improvements. Under this transition method, the standard was adopted prospectively without 
restating prior period’s financial statements. Additionally, the Company elected the package of 
practical expedients under ASC 842, which permits it to not reassess under the new standard its 
prior conclusions about lease identification, lease classification, and initial direct costs.  The 
Company elected the practical expedient to not separate lease and non-lease components for 
leases under ASC 842. Further, the Company elected an accounting policy to not record ROU 
assets and lease liabilities for leases that have a duration of 12 months or less.  
 
As part of the adoption of this standard, management of the Company analyzed its leasing 
arrangements with third parties and determined that the lease liability and related ROU assets 
were not significant.  The Company further analyzed its leasing arrangements with related 
parties, which primarily consists of a verbal arrangement whereby the Company leases shared 
corporate office space and certain equipment from another entity related by common ownership 
(Note E).  The Company has determined that this arrangement meets the criteria for leases that 
have a duration of 12 months or less, and accordingly the Company has not recorded a 
resulting ROU asset and lease liability. 
 
Operating lease ROU assets and liabilities are recognized at the commencement date for the 
arrangements with a term of 12 months or longer and are initially measured based on the 
present value of lease payments over the defined lease term. The measurement of the 
operating lease ROU assets also includes any prepaid lease payments made and is net of lease 
incentives. The Company’s lease terms may include options to extend or terminate the lease. 
The Company assesses these options using a threshold of reasonably certain. For leases the 
Company is reasonably certain to renew, those option periods are included within the lease 
term and, therefore, the measurement of the ROU asset and lease liability. For operating 
leases, lease expense for lease payments is recognized on a straight-line basis over the lease 
term.  
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PRITIKIN ICR LLC 
 

 NOTES TO FINANCIAL STATEMENTS--Continued 
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued 
 
Recent Accounting Pronouncements: In June 2016, the FASB issued ASU 2016-13 Financial 
Instruments, Measurement of Credit Losses on Financial Instruments (ASC Topic 326). The 
main objective of this update is to replace the incurred loss impairment methodology under 
current GAAP, with a methodology that reflects expected credit losses and requires 
consideration of a broader range of reasonable and supportable information to inform credit loss 
estimates. Trade receivables that management has the intent and ability to hold for the 
foreseeable future until payoff shall be reported in the balance sheet at outstanding principal 
adjusted for any charge-offs and the allowance for credit losses (no longer referred to as the 
allowance for doubtful accounts). In November 2018, the FASB issued ASU 2018-19 to clarify 
and improve areas of guidance related to Topic 326. In April 2019, the FASB issued ASU 2019-
04 to clarify and improve areas of guidance related to Topic 326. In May 2019, the FASB issued 
ASU 2019-05 to provide transition relief related to Topic 326. In November 2019, the FASB 
issued ASU 2019-10 which updated the effective date related to Topic 326 and ASU 2019-11 to 
clarify and address stakeholders’ specific issues related to Topic 326. ASU 2016-13 and the 
related amendments are effective for fiscal years beginning after December 15, 2022, including 
interim periods within those fiscal years. Early adoption is permitted. Management is currently 
evaluating the impact that the adoption of ASU 2016-13 and the related amendments will have 
on the Company’s financial statements. 
 
 
NOTE B--REVENUE RECOGNITION 
 
The majority of the Company’s revenue is derived from contracts with customers.  A 
performance obligation is a promise in a contract to transfer a distinct good or service to the 
customer and is the unit of account in ASC Topic 606. A contract’s transaction price is allocated 
to each distinct performance obligation and recognized as revenue when, or as, the 
performance obligation is satisfied. 
 
The Company generates the majority of its revenue from various franchise agreements with 
certain healthcare providers. The Company considers the franchise benefits to be highly related 
and all to be a part of one predominant performance obligation, granting a license of symbolic 
intellectual property for the Pritikin license. In return for use of this license, Pritikin bills the 
hospitals certification fees. Certification fees at the Company are billed monthly based on 
healthcare providers’ net collections, sessions administered, or enrollments as determined by 
their agreement and are generally due by the last day of the month following the date of 
occurrence.  
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NOTE B--REVENUE RECOGNITION--Continued 
 
These certification revenues are either a usage-based royalty because they are dependent on 
the number of sessions that occurred, enrollments during the month, or a sales-based royalty in 
the case of net collection from healthcare providers. As such, under ASC 606 the Company 
applies the exception for sales or usage-based royalty from the requirements of accounting for 
variable consideration and recognizes revenue when the healthcare providers administer the 
Pritikin-certified ICR program to their patients, rather than estimated at contract inception. This 
incremental revenue recognition is the most appropriate measure of progress toward complete 
satisfaction of the performance obligation. For those healthcare providers who report net 
collections data on a lagging basis, the Company estimates and accrues for those customers as 
required by ASC 606.  

 
The Company invoices healthcare providers once or as performance obligations are satisfied, at 
which point payment becomes unconditional. As the majority of the Company’s performance 
obligations are satisfied over time and customers typically do not make material payments in 
advance, nor does the Company have a right to consideration in advance of control transfer, the 
Company had no contract assets or contract liabilities recorded within its Balance Sheets at 
December 31, 2022 and 2021. The Company recognizes a receivable on its Balance Sheets as 
healthcare providers administer sessions or transfers a product in advance of receiving 
consideration, and the Company’s right to consideration is unconditional and only the passage 
of time is required before payment of that consideration is due. The Company’s policy is to 
exclude sales taxes collected from providers from the transaction price of the agreements. 
Accounts receivable includes accrued amounts for those certain net collection customers who 
report their billing data on a delay. 
 
Total revenues also include other revenues which consists primarily of revenues from the sale of 
manuals, binders, training sessions. The Company recognizes revenues for these services at a 
point in time, at the time of transfer of these goods or completion of the training sessions.  The 
Company also provides a remote monitoring and patient engagement platform of its program 
(“VICR”) whereby Pritikin certified providers can make available  the ICR program and materials to 
their patients. In 2022 the Company began offering an optional personnel service (“PritikinLive”) 
that allows licensed providers to have Company personnel fill temporary cardiac rehab staffing 
needs.  The Company’s personnel administer Pritikin ICR workshops, cooking demonstrations and 
one-on-one education sessions as mutually agreed upon and scheduled with the provider.     
 
Commissions are deferred and included as a component of other assets in the accompanying 
balance sheets and are amortized over the contractual term of the franchise agreement. Net 
contract acquisition costs as of December 31, 2022 and 2021 amount to approximately 
$253,000 and $206,000 respectively.  
 
Disaggregated revenues for the Company are summarized as follows: 
                      December 31,  
              2022              2021  
  Revenues recognized over time $ 9,572,798 $ 7,732,551 
  Revenues recognized at a point in time     793,004   493,762 
      $ 10,365,802 $ 8,226,313 
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NOTE C--PROPERTY AND EQUIPMENT, NET 
 
Property and equipment consists of the following: 
                      December 31,  
              2022         2021  
  Leasehold improvements $ 115,360 $ 115,360 
  Computer equipment  97,479  113,703  
  Office furniture  11,956  8,371 
          224,795  237,434 
      Less: accumulated depreciation and amortization  (158,791)  (164,010) 
      $ 66,004 $ 73,424 
 
Depreciation and amortization expense for property and equipment amounted to approximately 
$36,000 and $44,000 for the years ended December 31, 2022 and 2021, respectively.  Fully 
depreciated property and equipment consisting of computer equipment amounting to 
approximately $41,000 were disposed during the year ended December 31, 2022. 
 
 
NOTE D--NOTES PAYABLE-MAJORITY MEMBER  
 
The Company entered into three promissory notes (collectively referred to as the “Notes”) with 
the Majority Member totaling $3,300,000. In January 2020, the Majority Member assigned all of 
its outstanding notes with the Company to a revocable living trust (the “Trust”) and entitles the 
Trust to receive all payments of principal, interest and fees of the outstanding notes with the 
Trust as further defined on the assignment agreement. The Notes bear interest at a rate of 
3.25% per annum, compounded annually.  The outstanding principal balance of the Notes, all 
accrued and unpaid interest, and any other costs, fees or charges payable to the Trust in 
connection with the Notes shall be due and payable on demand. The Notes are collateralized by 
a certain Guaranty and Collateral Agreement. The outstanding principal balance of the Notes as 
of December 31, 2022 and 2021 totals $2,800,000 and $3,300,000, respectively.  As of 
December 31, 2022 and 2021, unpaid interest due to the Trust pertaining to the Notes totals 
approximately $385,000 and $363,000, respectively, and is included in accrued expenses in the 
accompanying balance sheets.   
 
 
NOTE E--RELATED PARTY TRANSACTIONS 
 
Services Agreement: The Company has a Services Agreement (the “Agreement”) with Pritikin.  In 
connection with the Agreement, Pritikin will provide the Company with administrative services and 
training and implementations through a combination of on-site (at the provider) and remote training. 
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NOTE E--RELATED PARTY TRANSACTIONS--Continued 
 
Services Agreement--Continued: The services will be provided by Pritikin for an indefinite period of 
time and the Company will pay Pritikin the actual cost of providing these services. Administrative 
expenses in each of the years ended December 31, 2022 and 2021 amounted to approximately 
$30,000, and are included in administrative expenses – related party in the accompanying 
statements of income and member’s equity (deficit). As of December 31, 2022 and 2021, unpaid 
administrative and other expenses paid by Pritikin on behalf of the Company amounted to 
approximately $18,000 and $9,000, respectively, and are included in due to related parties in the 
accompanying balance sheets. 
 
The Company has access to the patient lecture ICR videos that are owned by Pritikin.  As the 
videos are utilized by the healthcare providers that the Company has contracted with, the 
Company will pay Pritikin a service fee amounting to $1 for each video lecture use by a patient. 
Service fees for the years ended December 31, 2022 and 2021 amounted to approximately 
$102,000 and $88,000, respectively, and are included in program expenses in the accompanying 
statements of income and member’s equity (deficit).   
 
Operating Lease: The Company entered into a verbal arrangement whereby the Company leases 
the corporate office space and certain equipment from another entity related by common 
ownership (“Related Entity #1”). This lease is on a month-to-month basis and requires the 
Company to pay a monthly fee of approximately $11,000 per month. Amounts charged to 
operations related to the lease arrangement for each of the years ended December 31, 2022 and 
2021 totaled approximately $133,000. 
 
Consulting fees: For the years ended December 31, 2022 and 2021, the Company incurred 
consulting fees owed to Related Entity #1 in the amount of $42,000 and $40,000, respectively. The 
respective fees were paid in full prior to December 31, 2022, and are included in due to related 
parties in the accompanying balance sheet as of December 31, 2021.   
 
Due from related party: As of December 31, 2022 and 2021, amounts due from an entity related by 
common ownership total approximately $11,000 and $5,000, respectively, and pertain to 
reimbursements for disbursements paid by the Company on behalf of the related entity.  
 
Due to related parties: As of December 31, 2022 and 2021, amounts due to entities related by 
common ownership total approximately $57,000 and $88,000, respectively, and pertain to amounts 
due under the Agreement described above and for disbursements paid by the Sole Member on 
behalf of the Company.  
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NOTE F--EMPLOYEE BENEFIT PLAN 
 
On April 1, 2015, the Sole Member established a multiple employer 401(k) profit sharing plan (the 
"Pritikin Plan") covering substantially all employees on their date of employment. The Pritikin Plan 
allows eligible participants to defer a portion of their current compensation and have these amounts 
contributed to the Pritikin Plan on their behalf.  Effective January 1, 2018, the Company started 
contributing up to 4% of the participating employee’s wages. The Company can make discretionary 
employer contributions to the Pritikin Plan based on a pre-determined formula. Amounts 
contributed by employees are fully vested when contributed. Amounts contributed by the Company 
are vested at the end of the plan year, if the employee has met the Pritikin Plan's vesting 
requirement which is based on years of credited service. The Company made employer 
contributions to the Pritikin Plan of approximately $142,000 and $144,000 during the years ended 
December 31, 2022 and 2021, respectively.   
 
 
NOTE G--SIGNIFICANT CONCENTRATIONS 
 
Cash: Cash is maintained at a financial institution, which at times may exceed federally insured 
limits. The Company has not experienced any losses related to these balances. Balances are 
insured by the Federal Deposit Insurance Corporation (“FDIC”) up to $250,000 per depositor at the 
financial institution. As of December 31, 2022 and 2021, the Company maintained cash deposits 
in excess of FDIC insured limits of approximately $2,362,000 and $1,039,000, respectively.  
 
Major Customers: There were no customers that represented a major concentration of the 
Company’s total accounts receivable or revenues as of and for the years ended December 31, 
2022 and 2021.  
 
Major Vendors: Two vendors accounted for approximately 50% of the Company’s accounts 
payable at December 31, 2022. Four vendors accounted for approximately 80% of the 
Company’s accounts payable at December 31, 2021.  There were no vendors that represented 
a major concentration of the Company’s purchases for the years ended December 31, 2022 and 
2021. 
 
 
NOTE H--COMMITMENTS AND CONTINGENCIES 
 
Provider Agreements: The Company has entered into various agreements (the “Provider 
Agreements”) with certain healthcare providers. In connection with the Provider Agreements, the 
Company will provide training through a combination of on-site and remote training to the 
healthcare providers to become Pritikin certified to offer and teach a program to the healthcare 
provider’s ICR patients.  Once certified, the healthcare providers will offer the Pritikin certified ICR 
program to certain of its patients and the healthcare providers will pay the Company a fixed 
percentage of its net collections or Medicare reimbursement amount (as defined in the related 
Provider Agreements) for the ICR sessions administered by the healthcare providers. The Provider 
Agreements generally have initial three-year terms and will automatically renew for successive 
renewal periods of three years unless either party provides six months’ notice of termination. 
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NOTE H--COMMITMENTS AND CONTINGENCIES--Continued 
 
Consulting Agreements: The Company has certain consulting arrangements with unrelated 
individuals and companies for ICR research and other services. The consulting arrangement 
requires the Company to pay monthly fees of approximately $40,000. The arrangements expire 
through May 2028. Future annual consulting commitments under these arrangements are as 
follows: 
 
 December 31, 
 2023 $ 296,000 
 2024  50,000 
 2025  50,000 
 2026  50,000 
 2027  50,000 
 Thereafter  25,000 
    $ 521,000 
 
These consulting arrangements including other month-to-month consulting arrangements and the 
related party consulting fees (See Note E) total approximately $406,000 and $441,000 for the 
years ended December 31, 2022 and 2021, respectively.   
 
 
NOTE I--PROMISSORY NOTE RECEIVABLE, net 
 
In January 2022, the Company entered into a promissory note agreement (the “Promissory 
Note”) whereby the Company loaned $500,000 to an unrelated third party (the “Obligor”).  The 
Promissory Note bears interest at 3.9% and principal repayments begin on the earlier of four 
months after the commencement of a cardiac rehabilitation program by the Obligor or April 1, 
2023.  The Promissory Note requires monthly principal payments of approximately $8,300 plus 
accrued interest and matures 60 months from the date principal repayments commence.  The 
Promissory Note is guaranteed by the President of the Obligor.  Subsequent to December 31, 
2022, the Company received information indicating that the repayment of the Promissory Note 
was uncertain (Note J). Accordingly, the Company has made a provision for the Promissory 
Note in the amount of $250,000. This provision has been included in the accompanying 
statement of income and member's equity for the year ended December 31, 2022. 
 
 
NOTE J--SUBSEQUENT EVENTS 
 
In March 2023, the Company sued the Obligor and President of the Obligor (Note I) for recovery 
of amounts owed under the Promissory Note and personal guarantee, alleging breach under the 
terms of the Promissory Note.  No counterclaims have been filed, or alleged, in either the run up 
to the actual litigation filing in the District of Arizona, or its aftermath.  
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INDEPENDENT AUDITOR’S REPORT 
 

To the Member and Management of 
 Pritikin ICR LLC 
 
Opinion 
 
We have audited the accompanying financial statements of Pritikin ICR LLC (“a Delaware limited 
liability company”), which comprise the balance sheets as of December 31, 2021 and 2020, and 
the related statements of operations and member’s deficit, and cash flows for the years 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 Pritikin ICR LLC as of December 31, 2021 and 2020, and the results of 
its operations and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
Basis for Opinion 
 
We conducted our audits 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 Financial Statements section of our report. We are 
required to be independent of Pritikin ICR LLC and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audits. 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 Financial Statements 
 
Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether 
due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about Pritikin ICR 
LLC’s ability to continue as a going concern within one year after the date that the financial 
statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are 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 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 financial statements. 

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

 Exercise professional judgment and maintain professional skepticism throughout the 
audit. 
 

 Identify and assess 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 

procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of Pritikin ICR LLC’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 Pritikin ICR LLC’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. 
 
 
 
 
Miami, Florida 
April 8, 2022 
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BALANCE SHEETS

2021 2020
ASSETS

CURRENT ASSETS:
Cash 1,289,036$              448,321$              
Accounts receivable, net 2,226,208       1,711,947    
Prepaid expenses 198,446                   153,009                
Due from related party 4,617                       8,921                    

TOTAL CURRENT ASSETS 3,718,307                2,322,198             

VIDEO COSTS, net 21,776                     20,428                  

PROPERTY AND EQUIPMENT, net 73,424                     108,920                

WEBSITE DEVELOPMENT COSTS 131,513                   131,145                

OTHER ASSETS 206,400                   237,085                

TOTAL ASSETS 4,151,420$              2,819,776$           

LIABILITIES AND MEMBER'S DEFICIT

CURRENT LIABILITIES:
Notes payable - Majority Member 3,300,000$              3,300,000$           
Accounts payable 66,416                     32,374                  
Accrued expenses 780,835                   509,498                
Due to related parties 88,051                     77,086                  

TOTAL CURRENT LIABILITIES 4,235,302                3,918,958             

COMMITMENTS AND CONTINGENCIES

MEMBER'S DEFICIT (83,882)                    (1,099,182)            

TOTAL LIABILITIES AND MEMBER'S DEFICIT 4,151,420$              2,819,776$           

December 31,

See accompanying notes to financial statements.
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STATEMENTS OF OPERATIONS AND MEMBER'S DEFICIT

2021 2020
REVENUES:

Hospital 7,732,551$           4,707,234$          
Printed manuals, binders and VICR revenues 352,008                197,571               
Training 141,754                180,625               

TOTAL REVENUES 8,226,313             5,085,430            

EXPENSES:
Program expenses 391,653                210,383               
Salaries and related benefits 4,417,409 3,873,932
Contractors 9,785                    24,439                 
Consulting 440,555                393,511
Payroll taxes 263,751                244,386               
Commission expense 132,397                76,397                 
Travel and meals 74,769                  136,863               
Trade shows 22,908                  16,885                 
Recruiting 18,768 63,961
Rent 133,053                136,988               
Legal and professional fees 178,942                166,017               
Insurance 267,047                243,275               
Advertising 521,089                282,276               
Supplies 15,227                  25,003                 
Administrative expenses - related party 30,000                  30,000                 
Depreciation and amortization 80,418                  64,006                 
Bad debt expense 25,091 -                           
Other general and administrative 72,882                  80,601                 

TOTAL EXPENSES 7,095,744             6,068,923            

INCOME (LOSS) FROM OPERATIONS 1,130,569             (983,493)              

OTHER INCOME (EXPENSE):
Paycheck Protection Program grant income -                            578,667
Interest income 27                         8,108                   
Interest expense (115,296)               (111,667)              

TOTAL OTHER (EXPENSE) INCOME, net (115,269)               475,108               

 NET  INCOME (LOSS) 1,015,300             (508,385)              

 Member's Deficit -- Beginning of year (1,099,182)            (590,797)              

 Member's Deficit -- End of year (83,882)$               (1,099,182)$         

For The Years Ended December 31,

See accompanying notes to financial statements.
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STATEMENTS OF CASH FLOWS

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) 1,015,300$           (508,385)$           
Adjustments to reconcile net income (loss) to net cash 
  provided by (used in) operating activities:

Depreciation and amortization 80,418                  64,006                
Net increase in provision for uncollectible accounts 25,091                  -                          
Paycheck Protection Program grant income -                            (578,667)             
Changes in assets and liabilities:

Accounts receivable (539,352)               (62,382)               
Prepaid expenses (45,437)                 (48,663)               
Other assets 30,685                  (49,978)               
Accounts payable 34,042                  (43,978)               
Accrued expenses 271,337                156,194              
    TOTAL ADJUSTMENTS (143,216)               (563,468)             

  NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 872,084                (1,071,853)          

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (8,439)                   (7,326)                 
Purchases of video costs (6,516)                   (23,126)               
Purchases of website development costs (31,683)                 (98,328)               

      NET CASH USED IN INVESTING ACTIVITIES (46,638)                 (128,780)             

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Paycheck Protection Program -                            578,667              
Net advances from (to) related parties 15,269                  (32,961)               

      NET CASH PROVIDED BY FINANCING ACTIVITIES 15,269                  545,706              

NET CHANGE IN CASH 840,715                (654,927)             

CASH - BEGINNING OF YEAR 448,321                1,103,248           

CASH - END OF YEAR 1,289,036$           448,321$            

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:

Cash paid during the year for interest: -$                          -$                        

For The Years Ended December 31,

See accompanying notes to financial statements.
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Organization:  Pritikin ICR LLC (“Pritikin ICR” or the “Company”), a Delaware limited liability 
company, was formed on February 5, 2013 for the purpose of providing intensive cardiac 
rehabilitation (“ICR”) by utilizing the methods created by Florida Pritikin Center LLC (“Pritikin”) 
d/b/a/ Pritikin Longevity Center and Spa to patients of healthcare providers located in the United 
States of America. Pritikin is an entity related to the Company through common ownership.  Pritikin 
ICR is 100% owned by Pritikin Enterprises LLC (the “Sole Member”).  Pritikin ICR promotes the 
Pritikin philosophy that is based on science and research and offers an integrated approach that 
combines lifestyle enhancement education and healthy eating with structured exercise through 
video lectures with moderators to patients of healthcare providers.  The Pritikin ICR program 
has been approved for reimbursement by Medicare. 
 
Cash and Cash Equivalents:  Highly liquid investments with original maturities of three months 
or less at the date of purchase are considered cash equivalents. The Company had no cash 
equivalents at December 31, 2021 and 2020. 
 
Accounts Receivable, net:  In the normal course of business, the Company provides credit to its 
healthcare providers and performs credit evaluations of these healthcare providers. 
Management reviews these accounts annually to determine if an allowance for doubtful 
accounts is necessary. The Company establishes an allowance for doubtful accounts based on 
historical experience and any specific collection issues that the Company has identified. 
Account balances are charged against the allowance after all collection efforts have been 
exhausted and the potential for recovery is considered remote. The allowance for uncollectible 
accounts was approximately $25,000 as of December 31, 2021. As of December 31, 2020, 
management determined that accounts receivable are fully collectible and, accordingly, has not 
established an allowance for doubtful accounts. 
 
Inventory:  Inventory consisting of binders are valued at the lower of cost (first-in, first-out basis) 
or net realizable value. On a periodic basis, the Company reviews its inventory and identifies 
that which is excess, slow moving and obsolete by considering factors such as inventory levels, 
expected product life and forecasted sales demand. Any identified excess, slow moving, and 
obsolete inventory is written down to its market value through a charge to program expenses. 
As of December 31, 2021 and 2020, the Company did not have any inventory on hand. 
 
Property and Equipment:  Property and equipment are recorded at cost. Depreciation is 
computed on the straight-line method over the estimated useful lives of the related assets, 
ranging from 3 to 6 years.  Improvements to leased property are amortized over the life of the 
lease or the life of the improvement, whichever is shorter. 
 
Website Development Costs: The Company has an intangible asset which consists of website 
development costs that will be amortized using the straight-line method over the estimated 
useful life of 5 years once the asset is placed in service. The asset was placed in service during 
the year ended December 31, 2020.  Amortization expense for the year ended December 31, 
2021 and 2020 totaled approximately $31,000 and $17,000, respectively. 
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued  
 
Video Costs: Video costs represent direct costs incurred in the development of additional video 
lectures and sell in videos for the Pritikin ICR program. The costs are capitalized once the video 
will generate probable future economic benefits and costs can be measured reliably. Video 
costs are amortized over 5 years or less, representing an estimate of the expected operating life 
cycle of the video. Amortization expense related to the video costs totaled approximately $5,000 
and $3,000 during the years ended December 31, 2021 and 2020, respectively.   
 
Impairment of Long-Lived Assets: The Company assesses, on an annual basis, the 
recoverability of the carrying amount of long-lived assets used in continuing operations.  A loss 
is recognized when expected future cash flows (undiscounted and without interest) are less than 
the carrying amount of the asset. The impairment loss is determined as the difference by which 
the carrying amount of the asset exceeds its fair value. For the year ended December 31, 2021 
and 2020 the Company did not believe that there were factors or circumstances indicating 
impairment of any of its long-lived assets.   
 
Advertising:  The Company expenses all advertising costs as they are incurred. Total 
advertising costs for the years ended December 31, 2021 and 2020 were approximately 
$521,000 and $283,000, respectively.   
 
Use of Estimates: The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America (“GAAP”) requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities and the reported amounts of revenues and expenses at the date 
of the financial statements. Actual results could differ from those estimates. 
 
Income Taxes:  As a limited liability company, the Company’s taxable income or loss is 
allocated to its Sole Member. Therefore, no provision or liability for income taxes has been 
included in the accompanying financial statements.  
 
The Company accounts for the uncertainty in income taxes in accordance with GAAP, which 
requires recognition of a tax position in the financial statements only after determining that the 
relevant tax authority would more likely than not sustain the tax position following a tax audit.   
 
For tax positions meeting the more likely than not threshold, the amount recognized in the 
financial statements is the largest benefit that has a greater than 50 percent likelihood of being 
realized upon ultimate settlement with the relevant tax authority. The Company applied this 
guidance to its tax positions for the years ended December 31, 2021 and 2020.  The Company 
has no material unrecognized tax benefits and no adjustments to its financial position, results of 
operations or cash flows were required. The Company’s tax returns for the years ended 
December 31, 2018 through 2020 remain subject to examination by federal and state tax 
jurisdictions.  The Company recognizes accrued interest and penalties related to uncertain tax 
positions, if any, as income tax expense. 
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued 
 
Subsequent Events:  The Company has evaluated subsequent events and transactions for 
potential recognition or disclosure in the financial statements through April 8, 2022, the date the 
financial statements were available to be issued.  
 
Recent Accounting Pronouncements: In February 2016, the Financial Accounting Standards 
Board (“FASB”) issued Accounting Standards Update (“ASU”) 2016-02, Leases, ASC Topic 
842) which amends the existing guidance to require lessees to recognize lease assets and 
lease liabilities from operating leases on the balance sheet and affects certain financial 
statement disclosure requirements for both lessees and lessors. In addition, the FASB issued 
ASU 2018-10 and ASU 2018-11 in July 2018 to clarify and correct unintended application of 
guidance in ASC Topic 842. In March 2019, the FASB issued ASU 2019-01 to assist 
stakeholders with potential implementation issues that could arise as organizations implement 
ASC Topic 842. In November 2019, the FASB issued ASU 2019-10 which updated the effective 
date related to ASC Topic 842. In June 2020, the FASB issued ASU 2020-05 which updated the 
effective date related to ASC Topic 842. The amendments in these updates are generally 
effective for fiscal years beginning after December 15, 2021. In November 2021, the FASB 
issued ASU 2021-09, which amends the practical expedient in FASB ASC Topic 842, Leases, 
that allows lessees that are not public business entities to make an accounting policy election to 
use a risk-free rate as the rate applied to discount lease liabilities and the corresponding right-
of-use assets. As amended, the risk-free rate election may be applied by class of underlying 
asset, rather than at the entity-wide level. In addition, ASU 2021-09 clarifies that when the rate 
implicit in a lease is readily determinable, lessees are required to use that rate, instead of a risk-
free rate or the lessee’s incremental borrowing rate. Early adoption is permitted. Management is 
currently evaluating the impact that the adoption of ASU 2016-02 and related amendments will 
have on the Company’s financial statements. 
 
In June 2016, the FASB issued ASU 2016-13 Financial Instruments, Measurement of Credit 
Losses on Financial Instruments. The main objective of this update is to replace the incurred 
loss impairment methodology under current GAAP, with a methodology that reflects expected 
credit losses and requires consideration of a broader range of reasonable and supportable 
information to inform credit loss estimates. Trade receivables that management has the intent 
and ability to hold for the foreseeable future until payoff shall be reported in the balance sheet at 
outstanding principal adjusted for any charge-offs and the allowance for credit losses (no longer 
referred to as the allowance for doubtful accounts). In November 2018, the FASB issued ASU 
2018-19 to clarify and improve area of guidance to Topic 326. In April 2019, the FASB issued 
ASU 2019-04 to clarify and improve areas of guidance related to Topic 326. In May 2019, the 
FASB issued ASU 2019-05 to provide transition relief related to Topic 326.  
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NOTE A--ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--
Continued 
 
Recent Accounting Pronouncements--Continued: In November 2019, the FASB issued ASU 
2019-10 which updated the effective date related to Topic 326 and ASU 2019-11 to clarify and 
address stakeholders’ specific issues related to Topic 326. ASU 2016-13 and the related 
amendments are effective for fiscal years beginning after December 15, 2022, including interim 
periods within those fiscal years. Early adoption is permitted. Management does not believe that 
the adoption of ASU 2016-13 and the related amendments will have a material impact on the 
Company’s financial statements. 
 
In October 2020, the FASB issued ASU 2020-10, Codification Improvements. These 
amendments affect a wide variety of Topics in the Accounting Standards Codification. These 
amendments represent changes to clarify, correct errors in, or make minor improvements to the 
Codification. The amendments make the Codification easier to understand and easier to apply 
by eliminating inconsistencies and providing clarifications. The amendments of this update are 
effective for annual periods beginning after December 15, 2021 and early adoption is permitted. 
Management does not believe that ASU 2020-10 will have a significant impact on the 
Company’s financial statements. 
 
 
NOTE B--REVENUE RECOGNITION 
 
The majority of the Company’s revenue is derived from contracts with customers.  A 
performance obligation is a promise in a contract to transfer a distinct good or service to the 
customer and is the unit of account in ASC Topic 606. A contract’s transaction price is allocated 
to each distinct performance obligation and recognized as revenue when, or as, the 
performance obligation is satisfied. 
 
The Company generates the majority of its revenue from various franchise agreements with 
certain healthcare providers. The Company considers the franchise benefits to be highly related 
and all to be a part of one predominant performance obligation, granting a license of symbolic 
intellectual property for the Pritikin license. In return for use of this license, Pritikin bills the 
hospitals certification fees. Certification fees at the Company are billed monthly based on 
healthcare providers’ net collections, sessions administered, or enrollments as determined by 
their agreement and are generally due by the last day of the month following the date of 
occurrence.  
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NOTE B--REVENUE RECOGNITION--Continued 
 
These certification revenues are either a usage-based royalty because they are dependent on 
the number of sessions that occurred, enrollments during the month, or a sales-based royalty in 
the case of net collection from healthcare providers. As such, under ASC 606 the Company 
applies the exception for sales or usage-based royalty from the requirements of accounting for 
variable consideration and recognizes revenue when the healthcare providers administer the 
Pritikin-certified ICR program to their patients, rather than estimated at contract inception. This 
incremental revenue recognition is the most appropriate measure of progress toward complete 
satisfaction of the performance obligation. For those healthcare providers who report net 
collections data on a lagging basis, the Company estimates and accrues for those customers as 
required by ASC 606.  

 
The Company invoices healthcare providers once or as performance obligations are satisfied, at 
which point payment becomes unconditional. As the majority of the Company’s performance 
obligations are satisfied over time and customers typically do not make material payments in 
advance, nor does the Company have a right to consideration in advance of control transfer, the 
Company had no contract assets or contract liabilities recorded within its Balance Sheets at 
December 31, 2021 and 2020. The Company recognizes a receivable on its Balance Sheets as 
healthcare providers administer sessions or transfers a product in advance of receiving 
consideration, and the Company’s right to consideration is unconditional and only the passage 
of time is required before payment of that consideration is due. The Company’s policy is to 
exclude sales taxes collected from providers from the transaction price of the agreements. 
Accounts receivable includes accrued amounts for those certain net collection customers who 
report their billing data on a delay. 
 
Total revenues also include other revenues which consists primarily of revenues from the sale of 
manuals, binders, training sessions. The Company recognizes revenues for these services at a 
point in time, at the time of transfer of these goods or completion of the training sessions.  The 
Company also provides a remote monitoring and patient engagement platform of its program 
(“VICR”) whereby Pritikin certified providers can make available  the ICR program and materials to 
their patients. 
 
Commissions are deferred and included as a component of other assets in the accompanying 
balance sheets and are amortized over the contractual term of the franchise agreement. Net 
contract acquisition costs as of December 31, 2021 and 2020 amount to approximately 
$206,000 and $237,000 respectively.  
 
Disaggregated revenues for the Company are summarized as follows: 
                      December 31,  
              2021              2020  
  Revenues recognized over time $ 7,732,551 $ 4,707,234 
  Revenues recognized at a point in time     493,762   378,196 
      $ 8,226,313 $ 5,085,430 
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NOTE C--PROPERTY AND EQUIPMENT, NET 
 
Property and equipment consists of the following: 
                      December 31,  
              2021         2020  
  Leasehold improvements $ 115,360 $ 115,360 
  Computer equipment  113,703  105,265  
  Office furniture  8,371  8,371 
          237,434  228,996 
      Less: accumulated depreciation and amortization  (164,010)  (120,076) 
      $ 73,424 $ 108,920 
 
Depreciation and amortization expense for property and equipment amounted to approximately 
$44,000 for each of the years ended December 31, 2021 and 2020. 
 
 
NOTE D--NOTES PAYABLE-MAJORITY MEMBER  
 
The Company entered into three promissory notes with the Majority Member totaling 
$3,300,000. Together these 3 promissory notes are collectively referred to as the Notes. The 
Notes bear interest at a rate of 3.25% per annum, compounded annually.  The outstanding 
principal balance of the Notes, all accrued and unpaid interest, and any other costs, fees or 
charges payable to the Majority Member in connection with the Notes shall be due and payable 
on demand of the Majority Member. The Notes are collateralized by a certain Guaranty and 
Collateral Agreement. The outstanding principal balance of the Notes as of December 31, 2021 
and 2020 totals $3,300,000 as of both years then ended.  As of December 31, 2021 and 2020, 
unpaid interest due to the Majority Member pertaining to the Notes totals approximately 
$363,000 and $247,000, respectively, and is included in accrued expenses in the accompanying 
balance sheets.   
 
In January 2020, the Majority Member assigned all of its outstanding notes with the Company to 
a revocable living trust (the “Trust”). The assignment is effective January 31, 2020 and entitles 
the Trust to receive all payments of principal, interest and fees of the outstanding notes with the 
Majority Member as further defined on the assignment agreement.  
 
 
NOTE E--RELATED PARTY TRANSACTIONS 
 
Services Agreement: The Company has a Services Agreement (the “Agreement”) with Pritikin.  In 
connection with the Agreement, Pritikin will provide the Company with administrative services and 
prior to 2020 it also included providing ICR qualification and requalification training to healthcare 
providers in collaboration with the Company.  Beginning in 2020 all training and implementations 
were done through a combination of on-site (at the provider) and remote training. 
 
 
 
 

Pritikin - 2023 FDD (125)



PRITIKIN ICR LLC 
 

 NOTES TO FINANCIAL STATEMENTS--Continued 
 

 

13 

NOTE E--RELATED PARTY TRANSACTIONS--Continued 
 
Services Agreement--Continued: The services will be provided by Pritikin for an indefinite period of 
time and the Company will pay Pritikin the actual cost of providing these services. Administrative 
expenses in each of the years ended December 31, 2021 and 2020 amounted to approximately 
$30,000, and are included in administrative expenses – related party in the accompanying 
statements of operations and member’s deficit. As of December 31, 2021 and 2020, unpaid 
administrative and other expenses paid by Pritikin on behalf of the Company amounted to 
approximately $9,000 and $10,000, respectively, and are included in due to related parties in the 
accompanying balance sheets. 
 
The Company has access to the patient lecture ICR videos that are owned by Pritikin.  As the 
videos are utilized by the healthcare providers that the Company has contracted with, the 
Company will pay Pritikin a service fee amounting to $1 for each video lecture use by a patient. 
Service fees for the years ended December 31, 2021 and 2020 amounted to approximately 
$88,000 and $62,000, respectively, and are included in program expenses in the accompanying 
statements of operations and member’s deficit.   
 
Operating Lease: The Company entered into a verbal arrangement whereby the Company leases 
the corporate office space and certain equipment from another entity related by common 
ownership (“Related Entity #1”). This lease is on a month-to-month basis and requires the 
Company to pay a monthly fee of approximately $11,000 per month. Amounts charged to 
operations related to the lease arrangement for the years ended December 31, 2021 and 2020 
totaled approximately $133,000 and $137,000, respectively. 
 
Consulting fees: For the years ended December 31, 2021 and 2020, the Company incurred 
consulting fees owed to Related Entity #1 in the amount of $40,000 and $35,000 for the years 
ended December 31, 2021 and 2020, respectively. These fees are included in due to related 
parties in the accompanying balance sheets as of December 31, 2021 and 2020.   
 
During the year ended December 31, 2020, the Company incurred and paid consulting fees to a 
related entity under common ownership for IT services in the amount of $13,500.   
 
Due from related party: As of December 31, 2021 and 2020, amounts due from an entity related by 
common ownership total approximately $5,000 and $9,000, respectively, and pertain to 
reimbursements for disbursements paid by the Company on behalf of the related entity.  
 
Due to related parties: As of December 31, 2021 and 2020, amounts due to entities related by 
common ownership total approximately $88,000 and $77,000 (inclusive of the amounts due to 
Related Entity #1), respectively, and pertain to amounts due for disbursements paid by the related 
entity on behalf of the Company.  
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NOTE F--EMPLOYEE BENEFIT PLAN 
 
On April 1, 2015, the Sole Member established a multiple employer 401(k) profit sharing plan (the 
"Pritikin Plan") covering substantially all employees on their date of employment. The Pritikin Plan 
allows eligible participants to defer a portion of their current compensation and have these amounts 
contributed to the Pritikin Plan on their behalf.  Effective January 1, 2018, the Company started 
contributing up to 4% of the participating employee’s wages. The Company can make discretionary 
employer contributions to the Pritikin Plan based on a pre-determined formula. Amounts 
contributed by employees are fully vested when contributed. Amounts contributed by the Company 
are vested at the end of the plan year, if the employee has met the Pritikin Plan's vesting 
requirement which is based on years of credited service. The Company made employer 
contributions to the Pritikin Plan of approximately $144,000 and $91,000 during the years ended 
December 31, 2021 and 2020, respectively.   
 
 
NOTE G--SIGNIFICANT CONCENTRATIONS 
 
Cash: Cash is maintained at a financial institution, which at times may exceed federally insured 
limits. The Company has not experienced any losses related to these balances. Balances are 
insured by the Federal Deposit Insurance Corporation (“FDIC”) up to $250,000 per depositor at the 
financial institution. As of December 31, 2021 and 2020, the Company maintained cash deposits 
in excess of FDIC insured limits of approximately $1,039,000 and $200,000, respectively.  
 
Major Customers: There were no customer concentrations for the year ended December 31, 
2021. Two customers accounted for approximately 22% of the Company’s total revenues for the 
year ended December 31, 2020.  
 
As of December 31, 2021 and 2020 there were no customers that represented a major 
customer concentration of the Company’s total accounts receivable.  
 
Major Vendors: Four vendors accounted for approximately 80% of the Company’s accounts 
payable at December 31, 2021. Two vendors accounted for approximately 91% of the 
Company’s accounts payable at December 31, 2020. 
 
 
NOTE H--COMMITMENTS AND CONTINGENCIES 
 
Provider Agreements: The Company has entered into various agreements (the “Provider 
Agreements”) with certain healthcare providers. In connection with the Provider Agreements, the 
Company will provide training through a combination of on-site and remote training to the 
healthcare providers to become Pritikin certified to offer and teach a program to the healthcare 
provider’s ICR patients.  Once certified, the healthcare providers will offer the Pritikin certified ICR 
program to certain of its patients and the healthcare providers will pay the Company a fixed 
percentage of its net collections or Medicare reimbursement amount (as defined in the related 
Provider Agreements) for the ICR sessions administered by the healthcare providers.  
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NOTE H--COMMITMENTS AND CONTINGENCIES--Continued 
 
Provider Agreements--Continued: The Provider Agreements generally have initial three-year terms 
and will automatically renew for successive renewal periods of three years unless either party 
provides six months’ notice of termination. 
 
Consulting Agreements: The Company has certain consulting arrangements with unrelated 
individuals and companies for ICR research and other services. The consulting arrangement 
requires the Company to pay monthly fees of approximately $48,000. The arrangements expire 
through August 2023. Future annual consulting commitments under these arrangements are as 
follows: 
 
 December 31, 
 2022 $ 475,000 
 2023  296,000 
    $ 771,000 
 
These consulting arrangements including other month-to-month consulting arrangements and the 
related party consulting fees (See Note E) total approximately $441,000 and $394,000 for the 
years ended December 31, 2021 and 2020, respectively.   
 
Lease Commitments:  In March 2019, the Company entered into a non-cancellable operating lease 
with an unrelated party for the rental of office equipment.  This lease ends in December 2023.  
Future minimum lease commitment under the non-cancelable operating lease as of December 31, 
2021 is summarized as follows: 
 
 December 31, 
 2022 $ 4,000 
 2023  4,000 
  $ 8,000 
 
Coronavirus Pandemic: The COVID-19 outbreak in the United States has caused business 
disruption throughout the healthcare industry. While the disruption is currently expected to be 
temporary, there is considerable uncertainty around the duration of the business disruption. The 
Company expects this matter to impact its near-term operating results. The long-term financial 
impact cannot be reasonably estimated at this time. 
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NOTE I--PAYCHECK PROTECTION PROGRAM 
 
On April 10, 2020, the Company entered into a loan agreement with a financial institution for a 
principal amount of approximately $579,000 (“PPP Loan”) pursuant to the Paycheck Protection 
Program (“PPP”) under the Coronavirus Aid, Relief and Economic Security Act (“CARES Act”). 
The PPP Loan is evidenced by a promissory note (the “Note”). Subject to the terms of the Note, 
the PPP Loan bears interest at a fixed rate of one percent (1%) per annum, has an initial term of 
two years, and is unsecured and guaranteed by the U.S. Small Business Administration 
(“SBA”).  
 
Payments of principal and interest are deferred for at least the first six months and payable in 18 
equal consecutive monthly installments of principal and interest commencing upon expiration of 
the deferral period. The Company may apply to the lender for forgiveness of the PPP Loan, with 
the amount which may be forgiven equal to the sum of payroll costs, covered rent obligations, 
and covered utility payments incurred by the Company during the twenty-four week period 
beginning on May 6, 2020, calculated in accordance with the terms of the CARES Act. 
Repayment of the PPP Loan may be accelerated upon the occurrence of an event of default. 
  
GAAP does not contain authoritative accounting standards for forgivable loans provided by 
governmental entities to a for-profit entity. Absent authoritative accounting standards, 
interpretative guidance issued and commonly applied by financial statement preparers allows 
for the selection of accounting policies amongst acceptable alternatives. Based on facts and 
circumstances outlined below, the Company determined it most appropriate to account for the 
PPP Loan proceeds as an in-substance government grant by analogy to International 
Accounting Standards 20 (“IAS 20”), Accounting for Government Grants and Disclosure of 
Government Assistance. Under the provisions of IAS 20, “a forgivable loan from government is 
treated as a government grant when there is reasonable assurance that the entity will meet the 
terms for forgiveness of the loan.” IAS 20 does not define “reasonable assurance”; however, 
based on certain interpretations, it is analogous to “probable” as defined in FASB ASC 450-20-
20 under GAAP, which is the definition the Company has applied to its expectations of PPP loan 
forgiveness. Under IAS 20, government grants are recognized in earnings on a systematic basis 
over the periods in which the Company recognizes costs for which the grant is intended to 
compensate (i.e. qualified expenses). Further, IAS 20 permits for the recognition in earnings 
either separately under a general heading such as other income, or as a reduction of the related 
expenses. The Company has elected to recognize government grant income as other income.  
Qualified expenses incurred during the year ended December 31, 2020, amounted to 
approximately $579,000 and are included in the Company’s expenses in the accompanying 
statement of operations and member’s deficit.  For the year-ended December 31, 2020, the 
Company has recorded PPP grant income of approximately $579,000, which is included in 
Other (Expense) Income, net in the accompanying statement of operations and member’s 
deficit.    
   
On August 24, 2021, the Company was notified by the lender that the loan forgiveness application 
for the PPP Loans was approved. 
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NOTE J--SUBSEQUENT EVENTS 
 
In January 2022, the Company entered into a promissory note agreement (the “Subsequent 
Note”) whereby the Company loaned $500,000 to an unrelated third party (the “Obligor”).  The 
Subsequent Note bears interest at 3.9% and principal repayments begin on the earlier of 4 
months after the commencement of a cardiac rehabilitation program by the Obligor or April 1, 
2023.  The Subsequent Note requires monthly principal payments of approximately $8,300 plus 
accrued interest and matures 60 months from the date principal repayments commence.  The 
Subsequent Note is guaranteed by the President of the Obligor. 
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Assets

Current Assets
Cash 2,609$       
Accounts Receivable Trade 2,115$       
Prepaid Expenses 406$          
Other Current Assets 873$          

Total Current Assets 6,003$      

Property & Equipment, net of Accumulated Depreciation 281$         
Website Development, net of Accumulated Depreciation 101$         
Other Assets 250$         
Total Assets 6,635$      

Liabilities & Capital

Current Liabilities
Accounts Payable 173$          
Accrued Expenses 407$          
Intercompany Payable 41$            

Total Current Liabilities 621$         

Long-Term Liabilities
Note Payable-Shareholder 2,481$       
Accrued Interest-Shareholder 230$          

Total Long-Term Liabilities 2,711$      

Total Liabilities 3,332$      

Capital
Member's Capital 8,444$       
Retained Earnings (6,077)$      
Net Income 936$          

Total Capital 3,303$      

Total Liabilities & Capital 6,635$      

Pritikin ICR LLC
Balance Sheet-Unaudited

March 31, 2023
All Numbers in Thousands
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Total Revenues 2,947$                                               

Total Expenses 2,011$                                               

Net Income 936$                                                  

Pritikin ICR LLC
Income Statement-Unaudited

For the Three Months Ending March 31, 2023

Year to Date

All Numbers in Thousands
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Year to Date

Cash Flows from operating activities
Net Income 936$            

Adjustments to reconcile net
income to net cash provided
by operating activities
Depreciation & Amortization 21$              
Net Change in Current Assets (467)$           
Net Change in Accounts Payable (5)$               
Net Change in Accrued Expenses 92$              
Net Change in Other Assets -$             
Net Change in Intercompany Payable (4)$               

Total Adjustments (363)$           

Net Cash  Provided by Operations 573$            

Cash Flows from investing activities
Used For F/A & Web Portal (102)$           

Net cash used in investing (102)$           

Cash Flows from financing activities
Repayments to
Notes Payable - Fox Shareholde (319)$           
Accrued Interest - Shareholder (155)$           

Net cash used in financing (474)$           

Net increase <decrease> in cash (3)$               

Summary
Cash Balance at End of Period 2,609$         
Cash Balance at Beg of Period (2,612)$        
Net increase <decrease> in cash (3)$               

 

Pritikin ICR LLC
Statement of Cash Flows-Unaudited

For the Three Months Ending March 31, 2023
All Numbers in Thousands
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*Includes both ICR and VCR 

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022
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*Includes both ICR and VCR

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022
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*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022
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*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Includes both ICR and VCR 
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Has not reopened since COVID closure 

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022 *Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Includes both ICR and VCR 
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*Not yet operational as of December 31, 2022

*Includes both ICR and VCR 

*Not yet operational as of December 31, 2022
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*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022
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*VCR yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022

*VCR not yet operational as of December 31, 
2022
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*Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022
Not yet operational as of December 31, 2022

*Not yet operational as of December 31, 2022
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*Not yet operational as of December 31, 2022
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* Never opened.  Provider has decided not to open 
this location.

* Never opened.  Provider has decided not to open 
this location.

*Bankrupt December 31, 2022 

*Terminated December 23, 2022.  
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