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Partners

To the Board of Trustees

Goodwill Industries of Northwest Ohio, Inc. and Subsidiary
and Goodwill Industries Foundation of Northwest Ohio, Inc.

Toledo, Ohio

Independent Auditor’'s Report

Opinion

We have audited the accompanying consolidated and combined financial statements
of Goodwill Industries of Northwest Ohio, Inc. and Subsidiary and Goodwill Industries
Foundation of Northwest Ohio, Inc. (the Organization), which comprise the
consolidated and combined statements of financial position as of December 31, 2024
and 2023, and the related consolidated and combined statements of activities and
changes in net assets, functional expenses and cash flows for the years then ended,
and the related notes to the consolidated and combined financial statements.

In our opinion, the consolidated and combined financial statements referred to above
present fairly, in all material respects, the financial position of the Organization as of
December 31, 2024 and 2023, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America (GAAS). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Consolidated and
Combined Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our 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 Consolidated and Combined Financial
Statements

Management is responsible for the preparation and fair presentation of the
consolidated and combined financial statements in accordance with accounting
principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and
fair presentation of consolidated and combined financial statements that are free from
material misstatement, whether due to fraud or error.
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In preparing the consolidated and combined financial statements, management is
required to evaluate whether there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization’s ability to continue as
a going concern within one year after the date that the consolidated and combined
financial statements are available to be issued.

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

Our objectives are to obtain reasonable assurance about whether the consolidated and
combined 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
GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the consolidated
and combined financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism
throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated and
combined financial statements, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in
the consolidated and combined financial statements.

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

e Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the consolidated and combined
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered
in the aggregate, that raise substantial doubt about the Organization’s ability
to continue as a going concern for a reasonable period of time.
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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.

GCBG Partners LILC

Sylvania, Ohio
June 3, 2025
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Consolidated and Combined Statements of Financial Position
December 31, 2024 and 2023
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2024 2023
ASSETS

Current Assets

Cash and cash equivalents 4,104,561 3,723,790
Accounts receivable 771,276 834,067
Inventory 1,094,006 1,141,472
Prepaid expenses 245,468 258,530
Total current assets 6,215,311 5,957,859
Property and Equipment, net 7,014,236 6,676,516
Other Assets
Right-of-use assets - operating leases 9,882,149 7,514,769
Right-of-use assets - finance leases 5,842 7,640
Deposits 20,702 20,577
Investments - deferred compensation 46,058 46,058
Investments 6,454,267 5,758,391
Total other assets 16,409,018 13,347,435
s 20,636,565 Jll & 25081510

The accompanying notes are an integral part of the consolidated and combined financial statements.

7



GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Consolidated and Combined Statements of Financial Position (continued)
December 31, 2024 and 2023
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LIABILITIES AND NET ASSETS

Current Liabilities

2024 | 2023

Current portion of note payable $ 144,961 $ 127,129
Current portion of operating lease liabilities 2,141,464 2,078,495
Current portion of finance lease liabilities 1,820 1,749
Accounts payable 512,989 556,669
Accrued compensation 714,670 699,617
Deferred revenue 105,430 43,898
Other accrued liabilities 31,370 31,027
Total current liabilities 3,652,704 3,538,584
Long-Term Liabilities
Note payable, net of current portion 984,109 1,556,326
Operating lease liabilities, net of current portion 8,068,785 5,761,943
Finance lease liabilities, net of current portion 4,874 6,188
Deferred compensation 69,058 46,058
Total long-term liabilities 9,126,826 7,370,515
Total liabilities 12,779,530 10,909,099
Net Assets
Without donor restrictions:
Undesignated 10,404,768 9,314,320
Board-designated 6,454,267 5,758,391
Total net assets without donor restrictions 16,859,035 15,072,711

TOTAL LIABILITIES AND NET ASSETS $ 29,638,565 $ 25,981,810
———— ——— ———;———— ———————

The accompanying notes are an integral part of the consolidated and combined financial statements.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Consolidated and Combined Statements of Activities and Changes in Net
Assets
For the Years Ended December 31, 2024 and 2023
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2024 | 2023
Revenue and Support

Retail sales of donated goods, net $ 15,458,637 $ 14,606,888

Estimated value of donated goods 14,778,476 13,900,198
Contributions 346,954 305,901
Contract sales 2,453,883 2,150,895
Grants 636,792 774,374
Investment income 681,728 709,185
Other 13,631 22,402
Total revenue and support 34,370,101 32,469,843
Expenses
Program services:
Mission 1,422,138 1,362,932
Stores 24,690,662 23,108,647
Donated goods processing 1,706,611 1,717,233
Contracts 1,449,440 1,430,758
Total program services 29,268,851 27,619,570
Supporting services:
Management and general 3,282,917 2,960,404
Fundraising 32,009 30,158
Total supporting services 3,314,926 2,990,562
Total expenses 32,583,777 30,610,132
Change in net assets without donor restrictions 1,786,324 1,859,711

15,072,711 13,213,000

$ 15,072,711
—————]

Net Assets - Beginning of Year

$ 16,859,035

Net Assets - End of Year

The accompanying notes are an integral part of the consolidated and combined financial statements.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND SUBSIDIARY AND
GOODWILL INDUSTRIES FOUNDATION OF NORTHWEST OHIO, INC.

Cost of goods sold

Salaries and wages
Payroll taxes
Employee health benefits
Total payroll related expenses

Occupancy
Supplies
Local transportation
Bank charges and interest
Postage and shipping
Professional fees
Building maintenance
Advertising, printing, and promotion
National and organizational dues
Telephone
Software expense
Miscellaneous
Equipment maintenance
Security and insurance
Total functional expenses before
depreciation and amortization

Depreciation and amortization

Total Functional Expenses $ 1,422,138
——

Program Services

Consolidated and Combined Statement of Functional Expenses
For the Year Ended December 31, 2024 with Comparative Totals for 2023

e & &8 &8 & & & & & o & & & & & @& & & & o & & o & o & & » & & & s > s 2 & 2 2o

Donated Program Management

Goods Services and 2024 2023

Mission Stores Processing Contracts Total General Fundraising Total Total
$ - $ 14,916,139 $ - $ 14,916,139 $ - $ 14,916,139 $ 14,132,814
943,442 4,197,322 577,438 1,098,799 6,817,001 1,790,570 11,899 8,619,470 7,989,990
82,570 360,964 51,600 104,696 599,830 142,173 1,019 743,022 705,353
58,599 193,783 51,123 23,403 326,908 311,799 2,268 640,975 552,826
1,084,611 4,752,069 680,161 1,226,898 7,743,739 2,244,542 15,186 10,003,467 9,248,169
46,523 3,603,552 279,387 35,172 3,964,634 111,671 - 4,074,507 3,739,630
124,539 194,366 130,395 113,913 563,213 22,074 363 585,650 572,850
52,216 9,494 363,470 27,785 452,965 84,087 399 537,451 605,288
248 282,447 52,302 - 334,997 72,498 69 407,564 370,653
47 318,306 13 - 318,366 2,686 116 321,168 342,010
60,771 117,431 665 5,633 184,500 127,102 8 311,610 371,762
93 131,263 42,406 3,805 177,567 39,745 - 217,312 229,817
2,354 1,589 15 3,958 134,899 12,483 151,340 73,620
175 = = = 175 141,994 24 142,193 153,902
4,683 29,113 5,246 (4,015) 35,027 45,909 120 81,056 75,992
1,437 2,868 = o 4,305 62,653 63 67,021 44,240
2,547 (6,653) = 384 (3,722) 56,497 3,127 55,902 66,655
6,507 9,295 23,767 17,097 56,666 (8,522) = 48,144 52,399
o 5,306 2,563 (305) 7,564 3,482 = 11,046 6,148
1,386,751 24,366,585 1,580,390 1,426,367 28,760,093 3,141,317 31,958 31,931,570 30,085,949
35,387 324,077 126,221 23,073 508,758 141,600 51 652,207 524,183
$ 24,690,662 $ 1,706,611 $ 1,449,440 $ 29,268,851 $ 3,282,917 $ 32,009 $ 32,583,777 $ 30,610,132

————————§——§—————§—— ——§y——— —§——— — —§— —————————

The accompanying notes are an integral part of the consolidated and combined financial statements.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND SUBSIDIARY AND
GOODWILL INDUSTRIES FOUNDATION OF NORTHWEST OHIO, INC.

Consolidated and Combined Statement of Functional Expenses
For the Year Ended December 31, 2023
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Cost of goods sold

Salaries and wages
Payroll taxes
Employee health benefits
Total payroll related expenses

Occupancy
Local transportation
Supplies
Professional fees
Bank charges and interest
Postage and shipping
Building maintenance
National and organizational dues
Telephone
Advertising, printing, and promotion
Miscellaneous
Equipment maintenance
Software expense
Security and insurance
Total functional expenses before
depreciation and amortization

Depreciation and amortization

Program Services
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Donated Program Management

Goods Services and 2023

Mission Stores Processing Contracts Total General Fundralsmg Total
- $ 14,132,814 $ - $ 14,132,814 14,132,814
888,417 3,868,967 600,461 1,079,552 6,437,397 1,540,753 11,840 7,989,990
81,548 344,378 50,836 103,288 580,050 124,356 947 705,353
53,333 141,879 55,393 15,640 266,245 284,411 2,170 552,826
1,023,298 4,355,224 706,690 1,198,480 7,283,692 1,949,520 14,957 9,248,169
46,357 3,281,092 267,899 31,190 3,626,538 113,092 - 3,739,630
71,562 3,500 438,814 34,182 548,058 57,199 31 605,288
120,904 192,932 117,808 105,331 536,975 35,566 309 572,850
67,722 136,245 1,018 6,691 211,676 160,075 11 371,762
413 239,487 52,421 79 292,400 78,165 88 370,653
253 338,922 26 - 339,201 2,626 183 342,010
2,004 146,004 34,402 5,928 188,338 41,479 - 229,817
- - - - - 153,878 24 153,902
3,621 29,453 5,325 4,543 42,942 32,930 120 75,992
419 2,246 695 - 3,360 58,394 11,866 73,620
3,032 (1,108) (135) (24) 1,765 62,367 2,523 66,655
1,513 8,267 6,606 21,377 37,763 14,636 = 52,399
255 3,000 - - 3,255 40,980 5 44,240
- 2,821 259 - 3,080 3,068 - 6,148
1,341,353 22,870,899 1,631,828 1,407,777 27,251,857 2,803,975 30,117 30,085,949
21,579 237,748 85,405 22,981 367,713 156,429 41 524,183
% $ 1,430,758 @ $ 2960404 W $ 30,158 W $ 30,610,132

.~ ;& ]

Total Functional Expenses ¢ 1,362,932 $¢ 23,108,647
|

The accompanying notes are an integral part of the consolidated and combined financial statements.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Consolidated and Combined Statements of Cash Flows
For the Years Ended December 31, 2024 and 2023
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2024 | 2023

Cash Flows from Operating Activities
Change in net assets $ 1,786,324 $ 1,859,711
Adjustments to reconcile change in net assets to net
cash and cash equivalents provided by operating activities:
Depreciation and amortization 652,207 524,183
Net unrealized and realized gain on investments (325,508) (348,963)
Changes in operating assets and liabilities that
increase (decrease) cash flows:

Accounts receivable 62,791 (256,338)
Inventory 47,466 164,173
Prepaid expenses 13,062 (114,343)
Deposits (125) (4,000)
Operating lease right-of-use assets and

leases liabilities, net 2,431 (70,276)
Accounts payable (43,680) (109,190)
Accrued compensation 15,053 (69,454)
Deferred revenue 61,532 17,956
Other accrued liabilities 23,343 (20,466)
Total adjustments 508,572 (286,718)
Net cash provided by operating activities 2,294,896 1,572,993

Cash Flows from Investing Activities
Purchase of property and equipment (988,129) (876,431)
Purchases of investments (775,832) (1,928,315)
Proceeds from sale of investments 405,464 1,439,621
Net cash used in investing activities (1,358,497) (1,365,125)

Cash Flows from Financing Activities
Principal payments on note payable (554,385) (372,175)
Principal payments on finance lease liabilities (1,243) (1,682)
Net cash used in financing activities (555,628) (373,857)
Net Increase (Decrease) in Cash and Cash Equivalents 380,771 (165,989)

Cash and Cash Equivalents - Beginning of Year 3,723,790 3,889,779
Cash and Cash Equivalents - End of Year $ 4,104,561 $ 3,723,790

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for:
Interest $ 72,481 $ 83,004

The accompanying notes are an integral part of the consolidated and combined financial statements.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023
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Nature and Scope of Activities

Goodwill Industries of Northwest Ohio, Inc. (Goodwill) is a nonprofit Ohio corporation organized
in 1933 that provides human services to assist disadvantaged individuals with disabilities to
achieve their optimum level of independence. Specifically, the programs of Goodwill provide
employment, training, and rehabilitation services to assist in overcoming limitations that
prevent the individual from being a productive, independent citizen. In addition, Goodwill
operates thrift stores in Northwest Ohio as a means of providing jobs and training, as well as
assistance and affordable goods to the local area's families and children. Goodwill is a member
of Goodwill Industries International.

ContracTech Inc. (ContracTech) was established as a wholly owned subsidiary in 1992 and was
formed to administer general services contracts.

Goodwill Industries Foundation of Northwest Ohio, Inc. is a nonprofit Ohio corporation
organized in 2022 to operate to support the charitable mission of Goodwill Industries of
Northwest Ohio, Inc., as well as to establish and enhance mission programs.

The consolidated and combined financial statements include the accounts of Goodwill
Industries of Northwest, Ohio, Inc. and its subsidiary, ContracTech Inc. and Goodwill Industries
Foundation of Northwest Ohio, Inc. (collectively, the Organization). All material balances and
transactions between the entities have been eliminated.

Summary of Significant Accounting Policies

Basis of Accounting

The accompanying consolidated and combined financial statements have been prepared on the
accrual basis of accounting. The accrual basis of accounting provides for the recognition of
revenues when earned and expenses when incurred.

Basis of Presentation

In accordance with accounting principles generally accepted in the United States of America,
net assets and revenues, expenses, gains and losses are classified on the existence or absence
of donor-imposed restrictions. Accordingly, the net assets of the Organization and changes
therein are classified and reported as follows:

Net Assets Without Donor Restrictions - Net assets available for use in general operations and
not subject to donor (or certain grantor) restrictions. The governing board has designated,
from net assets without donor restrictions, net assets for a board-designated endowment.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed restrictions which
will be satisfied by actions of the Organization or passage of time or are permanently restricted
as to use and generally require that the principal be maintained by the Organization. There
were no Net Assets With Donor Restrictions as of December 31, 2024 and 2023.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023
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Summary of Significant Accounting Policies (continued)

Use of Estimates

The preparation of consolidated and combined financial statements in conformity with
accounting principles generally accepted in the United States of America requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the consolidated and combined
financial statements and the reported amounts of revenues and expenses during the reporting
period. The most significant areas involving the use of management's estimates and
assumptions are the end of year inventory, depreciable lives and methods of property and
equipment, and the allocation of functional expenses. Actual results could differ from those
estimates.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an initial maturity of three months
or less when purchased to be cash equivalents. Cash and cash equivalents consist of cash,
demand deposits and money markets held by financial institutions.

Depository Credit Risk

The Organization maintains cash deposits with several financial institutions that are insured by
the Federal Deposit Insurance Corporation (FDIC) and the Securities Investor Protection
Corporation (SIPC) up to specified limits. Such excess uninsured amounts, which aggregated
approximately $2,837,400 and $2,487,800 at December 31, 2024 and 2023, respectively, are
uncollateralized and in the event of a financial institution failure may not be returned.
Management regularly monitors the financial condition of each institution in which it has
depository accounts and believes the risk of loss is minimal.

Accounts Receivable

The Organization extends credit to its nonretail customers based on an evaluation of the
customer's credit history. Accounts receivable are carried at original invoice amount less an
estimate made for doubtful accounts. Receivables are considered delinquent when payments
have not been received in accordance with the contractual terms.

The beginning and ending receivable balances are as follows:

December 31, December 31, January 1,
2024 2023 2023

Accounts receivable $ 771,276 $ 834,067 $ 577,729
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023
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Summary of Significant Accounting Policies (continued)

Accounts Receivable (continued)

The carrying amount of receivables is reduced by a valuation allowance for expected credit
losses, as necessary, that reflects management’s best estimate of the amount that will not be
collected. This estimation takes into consideration historical experience, current conditions,
and, as applicable, reasonable supportable forecasts. Actual results could vary from the
estimate. It is the policy of the Organization to charge off uncollectible accounts when
management determines the receivable will not be collected. Based on its assessment,
management determined that the risk of credit loss was not material; therefore, there was no
valuation allowance recorded as of December 31, 2024 and 2023.

Inventory

The Organization receives contributions of goods and materials (inventory) and processes
these contributions as merchandise available for sale in its retail thrift stores. Inventory for
these contributions in kind is stated at the estimated fair value of the items contributed.

Investments

Investments, consisting of equity and fixed income mutual funds, are carried at fair value. Fair
value is determined based on quoted market values of the funds. Interest, dividends, and
realized and unrealized gains and losses on investments, net of related expenses, are
presented in the consolidated and combined statements of activities as a component of
investment income.

In general, investments are exposed to various risks such as interest rate, credit, and overall
market volatility risk. Due to the level of risk associated with certain investments, it is
reasonably possible that changes in the values of the investments will occur in the near term
and that such changes could materially affect the amounts reported in the consolidated and
combined statement of financial position.

Property and Equipment

Property and equipment are carried at cost, except for donated items which are recorded at
fair value when donated. Costs greater than $500 that materially add to the productive
capacity or extend the life of an asset are capitalized while maintenance and repair costs are
expensed as incurred.

The Organization provides for depreciation and amortization using the straight-line method
over the estimated useful lives of the depreciable assets, or for leasehold improvements, the
shorter of estimated useful lives or the applicable lease term, which generally range from 5 to
45 years for building and leasehold improvements and 3 to 10 years for other assets.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023
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Summary of Significant Accounting Policies (continued)

Impairment of Assets

The carrying value of long-lived assets is reviewed for impairment whenever events or changes
in circumstances indicate the amount of the assets may not be recoverable. When an indication
of impairment is present and the undiscounted cash flows estimated to be generated by the
related assets are less than the assets’ carrying amount, an impairment loss will be recorded
based on the difference between the carrying amount of the assets and their estimated fair
value. There were no such impairment losses recorded for the years ended December 31, 2024
and 2023.

Leases

Pursuant to GAAP, a contract contains a lease if it conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. Control is defined as having
both the right to obtain substantially all of the economic benefits from use of the asset and the
right to direct the use of the asset. Management only reassesses its determination if the terms
and conditions of the contract are changed. Leases with an initial term of 12 months or less
are not recorded within the accompanying consolidated and combined statements of financial
position.

Operating leases are included in right-of-use (ROU) assets - operating leases, current portion
of operating lease liabilities and long-term operating lease liabilities within the Organization’s
accompanying consolidated and combined statements of financial position. Finance leases are
included in ROU assets - finance leases, current portion of finance lease liabilities and long-
term finance lease liabilities in the Organization’s accompanying consolidated and combined
statements of financial position.

ROU assets represent the Organization’s right to use an underlying asset for the lease term,
and lease liabilities represent the Organization’s obligation to make lease payments. ROU
assets and liabilities are recognized at the lease commencement date based on the present
value of lease payments over the lease term. The Organization uses the implicit rate when it
is readily determinable. If the Organization’s leases do not provide an implicit rate, the
Organization elected the practical expedient to utilize the risk-free rate to determine the
present value of lease payments. ROU assets - operating leases also includes any lease
payments made and excludes any lease incentives. Lease expense for lease payments is
recognized on a straight-line basis over the lease term. The Organization’s lease terms may
include options to extend or terminate the lease when it is reasonably certain that the
Organization will exercise the option.

The Organization has lease agreements with lease and non-lease components, which are
generally accounted for separately with amounts allocated to the lease and non-lease
components based on stand-alone prices. For certain office equipment leases, like copiers, the
Organization has elected the practical expedient to account for the lease and non-lease
components as a single lease.
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GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION
OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023
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Summary of Significant Accounting Policies (continued)

Revenue Recognition

Retail Sales of Donated Goods, net

Retail store revenue is recorded at the purchase price, net of any sale discounts and in-kind
vouchers, at the time the goods are sold. The payments are received, from customers, through
cash or credit card.

Salvage sales are included in retail sales on the consolidated and combined statements of
activities and are recorded at the purchase price when salvage loads are picked up.

ShopGoodwill is the Organization's online sales platform and is included in retail sales on the
consolidated and combined statements of activities. Revenue is recognized at the time the
goods are shipped and is recorded twice a month, net of any fees, adjustments and sales tax.
The online system only takes credit cards as payment. The funds are deposited into the
operating account twice a month from Goodwill Orange County ShopGoodwill.

For the years ended December 31, 2024 and 2023, the Organization recognized revenue of
$15,458,637 and $14,606,888, respectively, for retail sales that are recognized at a point in
time.

Estimated Value of Donated Goods

Generally, contributions are received in the form of goods such as clothing, household
furnishings, and electronics. The items are sorted, processed, and distributed to Goodwill's
thrift stores. Items which cannot be retailed or reconditioned are sold as salvage. Collection,
sorting, processing, renovation, and distribution costs are charged to operations as incurred.
Contributions of donated services that require specialized skills and would typically need to be
purchased if not provided by donation are recorded at their fair value in the period received.

Contributions

Contributions are recognized as revenue based upon the presence or absence of donor-
imposed conditions. For those contributions absent of donor-imposed conditions, revenue are
recognized at the time the Organization is notified of the contribution, regardless of the timing
of the cash receipt. For contributions with donor-imposed conditions - that is, those with a
measurable performance or other barrier and a right or return or release - revenue is
recognized at the time the conditions are substantially met, regardless of the timing of cash
receipt.
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Summary of Significant Accounting Policies (continued)

Revenue Recognition (continued)

Contributions

Contributions are recorded as increases in net assets without donor restrictions if the
restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is
accomplished) in the reporting period in which the revenue is recognized. All other donor-
restricted contributions are reported as increases in net assets with donor restrictions,
depending on the nature of the restrictions. When a restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the
consolidated and combined statements of activities and changes in net assets as net assets
released from restrictions.

Contract Sales

Contract sales are recorded as revenue when eligible expenditures, as defined in each contract,
are made. Funds received but not yet earned are recorded as deferred revenue. Contract
revenue is based on hours worked, units serviced, or billed lump sum. There was no deferred
revenue related to contract sales at December 31, 2024 and 2023.

Mission service fees are included in contract sales on the consolidated and combined
statements of activities and are reported at the amount that reflects the consideration to which
the Organization expects to be entitled in exchange for providing services to their program
participants. The revenue is recognized when services are rendered. Programs are funded by
Ohioans with Disabilities (OOD), Department of Developmental Disabilities (DODD), or the
Veteran Administration. The Organization also has programs that are funded by private
donations and grants.

For the years ended December 31, 2024 and 2023, the Organization recognized revenue of
$2,453,883 and $2,150,895, respectively, from contract sales that are recognized over time.

Grants

Conditional local government grants and contract funds are recognized as revenue when
eligible expenditures, as defined in each contract, are made or service metrics are achieved
(over time). Grants of $105,430 and $43,389 have not been recognized as qualifying
expenditures, have not yet been incurred or metrics not achieved and are included as deferred
revenue as of December 31, 2024 and 2023, respectively. Expenditures under government
contracts are subject to review by the granting authority. To the extent, if any, that such a
review reduces expenditures allowable under these contracts, the Organization will record such
disallowance at the time the final assessment is made.
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Summary of Significant Accounting Policies (continued)

Functional Expenses

The consolidated and combined financial statements report certain categories of expenses that
are attributed to more than one program or supporting function. Therefore, expenses require
allocation on a reasonable basis that is consistently applied. Each expense is allocated using a
method that is appropriate to the manner in which the expense is accrued. Salaries, wages,
taxes, and benefits are allocated directly to the proper program, grant, department,
administrative, or fundraising category based on hours spent on each. Shared direct expenses
are allocated based on the percentage of total staff hours spent in each program area, which
include occupancy costs, technology, equipment, telephone, postage, and office supplies.

Advertising

Advertising and promotion costs are expensed as incurred. Such costs were $151,340 and
$73,620 for the years ended December 31, 2024 and 2023, respectively.

Income Taxes

Goodwill Industries of Northwest Ohio, Inc. and its subsidiary and Goodwill Industries
Foundation of Northwest Ohio, Inc. are each exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code (IRC), and are not classified as private foundations.
As such, no provision for income tax expense has been made in the accompanying consolidated
and combined financial statements. The IRC provides for taxation of unrelated business income
under certain circumstances. The Organization reports no net unrelated business taxable
income; however, such status is subject to final determination upon examination of the related
tax returns by the appropriate taxing authorities.

The Organization follows the income tax standard for uncertain tax positions. Management has
determined that they have no uncertain tax positions.

Liquidity and Availability of Resources

The Organization regularly monitors the availability of resources required to meet its operating
needs and other contractual commitments, while also striving to maximize the investment of
its available funds. For purposes of analyzing resources available to meet general expenditures
over a 12-month period, the Organization considers all expenditures related to its ongoing
activities of programs, contracts, and overhead to support the mission.
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Liquidity and Availability of Resources (continued)

At December 31, the Organization's financial assets available for general expenditure, within
one year of the consolidated and combined statement of financial position date are as follows:

2023

Cash and cash equivalents $ 4,104,561 $ 3,723,790
Account receivable 771,276 834,067
Available for Operations $ 4,875,837 $ 4,557,857
1 1
Board-Designated Investments $ 2,462,458 $ 2,116,134
Board-Designated Endowment 3,991,809 3,642,257

Total Reserves 5 6,454,267 $ 5,758,391
———— — |

In addition to financial assets available to meet general expenditures over the next 12 months,
the Organization operates with a balanced budget and anticipates collecting sufficient revenue
to cover general expenditures through store sales and other contracts.

The Organization's board of trustees (the board) has designated a portion of its unrestricted
resources for endowment and other purposes. Those amounts are identified as board-
designated in the table above. These funds are invested for long-term appreciation and current
income but remain available and may be spent at the discretion of the board and President/CEO
based on the spending policy as described in the Endowments note to the consolidated and
combined financial statements.

In addition, the Organization has available a $1,000,000 line of credit with a bank, as described
further in the Lines of Credit footnote below.
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Property and Equipment

Property and equipment at December 31 consist of the following:

L2024 | 2023

Land $ 570,452 $ 570,452
Building and leasehold improvements 7,804,317 7,664,599
Furniture, fixtures, and equipment 2,692,484 2,674,359
Trucks and trailers 352,998 310,947
Construction in progress - 77,548
Subtotal 11,420,251 11,297,905
Less: accumulated depreciation and
amortization (4,406,015) (4,621,389)
Net Property and Equipment $ 7,014,236 $ 6,676,516
] ]

Investments

Investments at December 31 consist of the following:

2024 2023
L Cost |

Equity securities $ 664,928 $ 793,132 $ 646,164 $ 703,252
Mutual funds 3,556,741 3,672,340 3,793,203 3,518,406
Exchange traded funds 950,193 1,199,574 617,286 728,493
Corporate bonds 400,015 399,269 525,141 516,609
REIT 27,850 24,836 18,743 17,226
Asset backed securities - - 45,543 30,384
Money market 411,174 411,174 290,079 290,079
| 56,500,325 |

Investment income for December 31 is as follows:

2024 | 2023

Unrealized and realized gain $ 325,508 $ 348,963
Investment fees (25,907) (23,760)
Interest and dividend income 382,127 383,982

Total Investment Income, net $ 681,728 S 709,185
| |
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Fair Value Measurements

U.S. GAAP established a fair value hierarchy that prioritizes the inputs to measure the fair
value of the assets or liabilities being measured. Fair value is defined as the exchange value
that would be received on the measurement date to sell an asset or to value the amount paid
to transfer a liability in the principal or most advantageous market available to the entity in an
orderly transaction between market participants. The three levels of the fair value hierarchy
are as follows:

Level 1 Inputs are unadjusted quoted market prices in active markets for identical
assets or liabilities that the entity has the ability to access at the measurement
date. Level 1 inputs provide the most reliable measure of fair value as of the
measurement date.

Level 2 Inputs are based on significant observable inputs, including unadjusted quoted
market prices for similar assets and liabilities in active markets, unadjusted
quoted prices for identical or similar assets or liabilities in markets that are not
active or inputs other than quoted prices that are observable for the asset or
liability.

Level 3 Inputs are significant unobservable inputs for the asset or liability.
The level of the fair value hierarchy within which a fair value measurement in its entirety falls
is based on the lowest level input that is significant to the fair value measurements in its

entirety.

Following is a description of the valuation methodology used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2024 and 2023.

Equity Securities: Valued at quoted market prices of shares held at year-end.

Mutual and Exchange Traded Funds: Valued at quoted market prices, which represent the
net asset value of shares held by the Organization at year-end.

Corporate Bonds: Valued using recently executed transactions of the issuer or comparable
issuers, market price quotations (when observable), broker or dealer quotations, matrix
pricing, or a discounted cash flow model that factors in, where applicable, interest rate yield
curves, bond spreads or credit default swap spreads.

Real Estate Investment Trusts (REIT): Valued at current market price divided by funds from
operations.

Asset Backed Securities: Valued based on the present value of all the cash flows of the
securities.

Money Market Funds: Valued at the net asset value of shares held by the Organization at
year-end.
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Fair Value Measurements (continued)

Deferred compensation: Valued at quoted market prices of the underlying related mutual
funds held by the Organization at year-end.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the
Organization believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the reporting
date.

The following tables sets forth by level, within the fair value hierarchy, the Organization’s
assets and liabilities measured at fair value on a recurring basis as of December 31, 2024 and
2023:

Assets and Liabilities at Fair Value as of December 31, 2024

Level 3 Total
Inputs Fair Value

Assets

Equity securities $ 793,132 $ - $ - $ 793,132

Mutual funds 3,672,350 - - 3,672,340

Exchange traded funds 1,199,574 - - 1,199,574

Corporate bonds - 399,269 - 399,269

REIT 24,836 - - 24,836

Money market 411,174 - - 411,174
Total assets at fair value 6,101,066 399,269 - 6,500,325
Liabilities

Deferred compensation 69,058 - - 69,058

Assets and Liabilities at Fair Value as of December 31, 2023
Level 1 Level 2 Level 3 Total
Inputs Inputs Inputs Fair Value

Assets

Equity securities $ 703,252 $ - $ - $ 703,252

Mutual funds 3,518,406 - - 3,518,406

Exchange traded funds 728,493 = = 728,493

Corporate bonds - 516,609 - 516,609

REIT 17,226 = = 17,226

Asset backed securities - 30,384 - 30,384

Money market = 290,079 = 290,079
Total assets at fair value 4,967,377 837,072 - 5,804,449
Liabilities

Deferred compensation 46,058 - - 46,058
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Endowments

The Organization's endowments consist of a fund established to support the achievement of
the Organization's mission. The Goodwill Industries of Northwest Ohio, Inc. Endowment Fund
(the Endowment Fund) consists of funds designated by the board to function as endowments.
As required by accounting principles generally accepted in the United States of America, net
assets associated with endowment funds, including funds designated by the board to function
as endowments, are classified and reported based on the existence or absence of donor-
imposed restrictions.

Interpretation of Relevant Law

The board has interpreted the State Prudent Management of Institutional Funds Act (SPMIFA)
as requiring the preservation of the fair value of the original gift as of the gift date of the
donor-restricted endowment funds absent explicit donor stipulations to the contrary.
Consequently, the Organization classifies net assets with donor restrictions of a perpetual
nature as:

e The original value of gifts donated to the permanent endowment, and
e The original value of subsequent gifts to the permanent endowment.

The remaining portion of the donor-restricted endowment fund not classified as perpetual in
nature are classified as net assets with donor restrictions until those amounts are appropriated
for expenditure.

Return Objectives and Risk Parameters

The Organization has adopted an investment policy for endowment assets that attempts to
manage fund assets according to prudent standards as established in common trust law.
Investment of the funds shall be so diversified as to minimize the risk of large losses, unless
under the circumstances it is clearly prudent not to do so. The intent is for investments to be
broadly diversified so as to participate in market growth. The principal investment objective of
the portfolio is to provide a rate of return sufficient to offset the impact of inflation on
Endowment Fund assets as well as to provide for a degree of real growth commensurate with
a moderate level of risk. In order to attain these investment objectives, Endowment Fund
assets are comprised of equity and fixed income securities as well as cash equivalents allocated
in @ manner broadly consistent with the long-term goals.

Distribution Policy

The board determines an amount to be withdrawn from the cumulative investment return of
certain endowment funds to support the activities of the Organization; the remainder is
retained to support operations of future years and to offset potential market declines. Annual
distributions from the Endowment Fund may be made to the Organization based on the
spending guidelines of the Endowment Fund; however, the Organization may request
distributions in excess of the spending guidelines.
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Endowments (continued)

Distribution Policy (continued)

The President/CEO of the Organization may also take a distribution from the Endowment Fund
on a yearly basis based on spending policy of no more than 3.5% of principal based on a rolling
three-year average of year-end assets.

Strategies Employed for Achieving Objectives

In order to meet its needs, the investment strategy of the Organization is to emphasize total
return; that is, the aggregate return from realized and unrealized capital gains and losses and
dividend and interest income.

At December 31, 2024 and 2023, unrestricted board-designated endowment funds totaled
$3,991,810 and $3,642,257, respectively.

Changes in unrestricted endowment net assets for the years ended December 31 were as
follows:

2023
$ 2,982,534

Endowment Net Assets - Beginning of Year $ 3,642,257

Net investment return:

Investment income, net 137,006 176,943
Net appreciation 59,613 167,474
Total net investment return 196,619 344,417
Contributions 152,934 315,306

Endowment Net Assets - End of Year : 3,991,810 $ 3,642,257
] ]

Retirement Plans

Deferred Compensation Plan

In December 2022, the Organization adopted a nonqualified deferred compensation plan for
eligible management or highly compensated employees as approved by the Board. The plan
does not allow for employee deferrals. Employer contributions to the plan are made at the
discretion of the Board. The Board established an investment account to fund the liability in
2023. The liability associated with this plan has been recorded at an amount equal to the fair
value of the assets designated to pay the benefits under the plan. Total plan expense was
$23,000 and $22,500 for the years ended December 31, 2024 and 2023, respectively.
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Retirement Plans (continued)

Defined Contribution Plan

The Organization has a defined contribution pension plan covering substantially all employees.
The plan allows for contributions by the Organization to be determined annually at its
discretion. Total pension expense, including administrative expenses paid by the Organization,
was $42,001 and $25,089 for the years ended December 31, 2024 and 2023, respectively.

Major Customers

Contract sales included revenue from three customers in 2024 and three customers in 2023 of
approximately 33% and 48%, respectively, of total contract sales. Accounts receivable at
December 31, 2024 and 2023 from these customers, aggregated approximately 63% and
28%, respectively, of total receivables.

Grants included revenue from two grantors in 2024 and 2023, which comprised approximately
79% and 93%, respectively of total grant revenue. Accounts receivable at December 31, 2024
and 2023 from these grantors was approximately 15% and 17% of total receivables,
respectively.

Line of Credit

The Organization has available a $1,000,000 line of credit with interest at 1.72% in excess of
the one-month Secured Overnight Financing Rate (SOFR) (effective rate of 6.21% and 7.10%
as of December 31, 2024 and 2023, respectively). This line of credit is secured by substantially
all assets of the Organization and matures on October 4, 2025. There were no borrowings
under this line at December 31, 2024 and 2023.
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Note Payable

2024 2023

Mortgage note payable to a bank, due in
monthly installments of $16,171, including
interest at 4.50% until July 2027, after
which the interest rate will be 3.00% above
the weekly average yield on the United
States Treasury securities adjusted to a
constant maturity of five years, through
June 2032, at which time the remaining
principal and accrued interest is due and
payable. The mortgage is secured by the
building, the assignment of rents and all
personal property. $ 1,129,070 $ 1,683,455

Less: current portion (144,961) (127,129)

Net long-term note payable $ 984,109 $ 1,556,326
] ]

The aggregate maturities of the note payable at December 31, 2024 are as follows:

2025 $ 144,961
2026 151,689
2027 158,729
2028 166,011
2029 173,801
2030 and thereafter 333,879

Leases

The Organization has operating and finance leases for retail store locations located throughout
Northwest Ohio, four donation stations with office space, and certain equipment. The
Organization’s leases have remaining lease terms of 1 year to 10 years, some of which include
options to extend for up to 10 years.
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Leases (continued)

The maturities of lease liabilities as of December 31, 2024 were as follows:

Operating Leases

2025 $ 2,026 $ 2,454,547

2026 2,026 1,947,396

2027 2,026 1,542,246

2028 1,011 1,058,900

2029 - 877,028

2030 and Thereafter - 4,022,623

Total undiscounted cash flows 7,089 11,902,740
Less: present value discount (395) (1,692,491)

Total lease liabilities % 6,694 $ 10,210,249
] - |

The following summarizes the components of lease expense for the year ended December 31:

2024 2023

Finance lease expense:

Amortization of ROU assets $ 1,798 $ 1,797
Interest on lease liabilities 276 344
Operating lease expense 2,426,396 2,208,268

Total lease expense : 2,428,470 $ 2,210,409
——
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Leases (continued)

The following summarizes additional information related to leases for the year ended
December 31:

L2024 | 2023

Cash paid for amounts included in
the measurement of lease liabilities

Operating cash flows from finance leases $ 288 $ 323
Financing cash flows from finance leases 1,738 1,702
Operating cash flows from operating leases 2,418,347 2,246,187
ROU assets obtained in exchange for new
operating lease liabilities 4,516,904 -
Weighted-average remaining lease term
in years for finance leases 3.25 4.25
Weighted-average remaining lease term
in years for operating leases 7.54 5.22
Weighted-average discount rate for
finance leases 3.96% 3.96%
Weighted-average discount rate for
operating leases 3.40% 2.35%

Donated Goods and Services

Goodwill receives contributions in the form of goods such as clothing, household furnishings,
and electronics, which it monetizes for sale in their thrift stores, e-commerce and salvage
programs. These contributed nonfinancial assets are valued at their fair market value identified
at their sale price through either retail stores, e-commerce platform or salvage market price.
There are no donor-imposed restrictions associated with the contributions.

No amounts have been reflected in the consolidated and combined financial statements for
donated services, as services provided do not meet the definition for services required to be
reported under accounting principles generally accepted in the United States of America. A
number of volunteers, including the board of directors; however, have donated significant
amounts of their time and expertise to the Organization's programs and supportive services.

Contributions of nonfinancial assets for the year ended December 31 consist of the following:

L2024 | 2023

Donated goods $ 14,778,476 $ 13,900,198

29



GOODWILL INDUSTRIES OF NORTHWEST OHIO, INC. AND
SUBSIDIARY AND GOODWILL INDUSTRIES FOUNDATION

OF NORTHWEST OHIO, INC.

Notes to Consolidated and Combined Financial Statements
December 31, 2024 and 2023

@ ® & & & & ® & ® © & & ® ® & & o o o ° ® o o o O o o o o O o O o o O O O O O O O 0O 0 PO

Subsequent Events

The Organization has evaluated subsequent events through the date of the Independent

Auditor’s Report, which is the date the consolidated and combined financial statements were
available to be issued.
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