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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Goodwill Industries of the Heartland and Subsidiary
Iowa City, Iowa
Report on the Financial Statements
We have audited the accompanying consolidated financial statements of Goodwill Industries of the
Heartland and Subsidiary, which comprise the consolidated statement of financial position as of
December 31, 2015, and the related consolidated statements of activities, functional expenses and
cash flows for the year then ended, and the related notes to the consolidated financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

An independent member of Nexia International
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Board of Directors
Goodwill Industries of the Heartland and Subsidiary

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Goodwill Industries of the Heartland and Subsidiary as
of December 31, 2015, and the changes in their net assets and cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
Report on Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying consolidating statements of financial position and activities
and schedule of activities by functional area is presented for purposes of additional analysis and is not
a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the consolidated financial statements as a whole.
Report on Summarized Comparative Information
We have previously audited the Goodwill Industries of the Heartland and Subsidiary’s 2014 financial
statements, and we expressed an unmodified audit opinion on those financial statements in our report
dated April 7, 2015. In our opinion, the summarized comparative information presented herein as of
and for the year ended December 31, 2014, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

a
CliftonLarsonAllen LLP
Cedar Rapids, Iowa
April 19, 2016
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

2015

2014

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents
Certificates of Deposit, Current Maturities
Accounts Receivable, Less Allowance for Doubtful Accounts
of $68,509 in 2015 and $63,012 in 2014
Unconditional Promises to Give:
Grants Receivable
Interest Receivable
Donated Goods Inventory
Prepaid Expenses
Total Current Assets

$

PROPERTY AND EQUIPMENT
Land
Buildings
Improvements
Equipment
Total
Less: Accumulated Depreciation
Net Property and Equipment
OTHER ASSETS
Beneficial Interest in Assets held by Community Foundations
Certificates of Deposit, Long-Term
Deferred Compensation Asset
Loan Origination Fees, Less Accumulated Amortization
of $168,072 in 2015 and $164,830 in 2014
Total Other Assets
Total Assets

See accompanying Notes to Consolidated Financial Statements.
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$

5,151,825
542,806

$

5,759,521
599,909

953,051

995,138

298,650
1,434
271,954
642,979
7,862,699

194,502
649
250,492
583,874
8,384,085

3,623,997
12,642,898
2,069,475
3,656,932
21,993,302
(9,962,259)
12,031,043

3,624,391
12,215,220
1,594,542
3,170,443
20,604,596
(9,231,798)
11,372,798

756,492
98,934
67,693

438,316
169,715
60,193

42,151
965,270

45,394
713,618

20,859,012

$

20,470,501

2015

2014

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable
Accrued Payroll
Payroll Taxes and Withholdings
Accrued Compensated Absences
Other Accrued Expenses
Deferred Revenue
Notes Payable, Current Maturities
Total Current Liabilities

$

LONG-TERM LIABILITIES
Deferred Compensation Liability
Notes Payable, Less Current Maturities Above
Total Long-Term Liabilities
Total Liabilities

NET ASSETS
Unrestricted, Board Designated
Unrestricted, Undesignated
Total Unrestricted Net Assets
Temporarily Restricted
Total Net Assets
Total Liabilities and Net Assets

$

(4)

564,744
725,189
335,173
864,015
78,246
86,690
366,442
3,020,499

$

387,220
565,579
317,995
844,833
76,964
356,025
2,548,616

67,693
5,402,020
5,469,713

60,193
5,768,444
5,828,637

8,490,212

8,377,253

8,978,473
3,284,327
12,262,800

9,462,545
2,512,990
11,975,535

106,000
12,368,800

117,713
12,093,248

20,859,012

$

20,470,501

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

Unrestricted
SUPPORT AND REVENUE
Public Support:
Contributions
United Way
Change in Year-End Inventory Valuation
Total Public Support
Governmental Support:
Grants
Supported Services Fees
Total Governmental Support
Sales of Donated Goods:
Store Sales
Salvage Sales
Total Sales of Donated Goods
Other Revenue:
Contracts with Businesses
Investment Income
Change in Beneficial Interest in Assets
Held by Community Foundations
Easement Income
Miscellaneous
Loss on Disposal of Property and Equipment
Total Other Revenue
Net Assets Released from Restrictions:
Satisfaction of Purpose and Time Restrictions
Total Support and Revenue
EXPENSES
Program Services:
Retail, Salvage, Solicitation, and Transportation
Contracts with Businesses
Client Training and Development
Heartland Enterprises
Total Program Services
Supporting Activities:
Fundraising
Management and General
Total Supporting Activities
Total Expenses
CHANGE IN NET ASSETS

$

118,018
89,387
4,855
212,260

Temporarily
Restricted

$

Total
2015

68,500
68,500

$

118,018
157,887
4,855
280,760

2014

$

84,313
153,282
14,999
252,594

894,997
6,933,003
7,828,000

-

894,997
6,933,003
7,828,000

848,757
6,399,933
7,248,690

21,188,395
1,749,999
22,938,394

-

21,188,395
1,749,999
22,938,394

19,245,108
1,978,780
21,223,888

1,909,361
17,143

-

1,909,361
17,143

1,898,268
21,221

(23,924)
40,381
8,616
(65,517)
1,886,060

-

(23,924)
40,381
8,616
(65,517)
1,886,060

13,571
606
1,933,666

80,213
32,944,927

(80,213)
(11,713)

32,933,214

30,658,838

17,932,364
1,833,348
9,586,215
111,169
29,463,096

-

17,932,364
1,833,348
9,586,215
111,169
29,463,096

16,564,194
2,053,051
8,946,385
73,033
27,636,663

52,724
3,141,842
3,194,566

-

52,724
3,141,842
3,194,566

11,165
2,819,619
2,830,784

32,657,662

-

32,657,662

30,467,447

275,552

191,391

117,713

12,093,248

11,901,857

106,000

$ 12,368,800

$ 12,093,248

287,265

Net Assets - Beginning of Year

11,975,535

NET ASSETS - END OF YEAR

$ 12,262,800

See accompanying Notes to Consolidated Financial Statements.
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(11,713)

$

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

Program
Services
EXPENSES
Salaries
Employee Benefits
Payroll Taxes
Total Salaries and Related
Expenses

$ 17,289,472
2,656,211
1,563,127

Supporting Activities
Management
and
General

Fundraising
$

-

$

1,543,823
29,650
124,287

Total
$

Total Expenses
2015
2014

1,543,823
29,650
124,287

$ 18,833,295
2,685,861
1,687,414

$ 17,476,980
2,499,524
1,585,308

21,508,810

-

1,697,760

1,697,760

23,206,570

21,561,812

133,618
1,092,844
238,101
198,987
3,554,753
283,819

11,900
293
39,772

173,539
139,536
53,858
12,867
627,081
22,551

185,439
139,829
53,858
12,867
627,081
62,323

319,057
1,232,673
291,959
211,854
4,181,834
346,142

207,917
1,146,412
249,989
237,783
4,074,654
318,509

1,291,932
10,336
5,497
341,158

300
459

23,477
167,742
69,735

23,477
168,042
70,194

1,315,409
178,378
5,497
411,352

1,202,709
170,951
47,121
347,849

Total Other Expenses

7,151,045

52,724

1,290,386

1,343,110

8,494,155

8,003,894

Total Expenses Before
Depreciation

28,659,855

52,724

2,988,146

3,040,870

31,700,725

29,565,706

803,241

-

153,696

153,696

956,937

901,741

3,194,566

$ 32,657,662

$ 30,467,447

Professional Services
Supplies
Telephone
Postage and Shipping
Occupancy
Printing and Publications
Travel, Trucking, and Related
Expenses
Membership Dues
Provision for Bad Debts
Miscellaneous

Depreciation
Total Expenses

$ 29,463,096

$

52,724

See accompanying Notes to Consolidated Financial Statements.
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$

3,141,842

$

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

2015
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities:
Change in Year-End Inventory Valuation
Loss on Disposal of Property and Equipment
Depreciation
Amortization
Provision for Bad Debts
Reinvested Investment Earnings
Change in Beneficial Interest in Assets Held by
Community Foundations
Effects of Changes in Operating Assets and Liabilities:
Receivables
Prepaid Expenses
Accounts Payable
Accrued Expenses
Deferred Revenue
Net Cash Provided by Operating Activities

$

275,552

2014
$

191,391

(21,462)
65,517
956,937
3,243
5,497
(1,555)

12,308
901,741
2,693
47,121
(3,438)

23,924

(13,571)

(68,342)
(59,105)
131,971
197,252
86,690
1,596,119

(149,642)
(109,158)
(252,652)
22,270
(6,313)
642,750

573,439
(444,000)
(342,100)
(1,671,400)
36,253
(1,847,808)

730,251
(731,580)
(50)
(599,716)
(601,095)

CASH FLOWS FROM FINANCING ACTIVITIES
Principal Payments on Notes Payable

(356,007)

(317,218)

NET DECREASE IN CASH AND CASH EQUIVALENTS

(607,696)

(275,563)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Matured Certificates of Deposit
Purchases of Certificates of Deposit
Transfers to Community Foundations
Purchases of Property and Equipment
Proceeds from Sales of Property and Equipment
Net Cash Used by Investing Activities

Cash and Cash Equivalents - Beginning of Year
CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Consolidated Financial Statements.
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5,759,521
$

5,151,825

6,035,084
$

5,759,521

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization Background
Goodwill Industries of the Heartland (the Organization) was incorporated in November 1965
in the State of Iowa as a non-profit entity. The mission of the Organization is to advance the
social and economic well-being of people who experience barriers to independence. The
Organization is committed to helping the people they serve improve their social and
economic well-being and achieve independence. Those goals are achieved through
programs and services tailored to the individual needs of each person. The Organization’s
fiscal year ends on December 31. Significant accounting policies followed by the
Organization are presented below.
The Organization’s revenue is generated from two primary sources with percentages of total
annual revenue as follows: Store and Salvage Sales, 70%, and Supported Services Fees,
21%.
Heartland Enterprises (the Subsidiary) is a nonprofit corporation created to serve individuals
with severe disabilities. The Subsidiary’s service programs are designed to encourage and
enhance the dignity, self-respect, and social and economic independence of persons
served.
Principles of Consolidation
The accompanying financial statements include the amounts of the Organization and
Subsidiary. Intercompany transactions and balances have been eliminated in consolidation.
Use of Estimates in Preparing Financial Statements
The preparation of financial statements in conformity with generally accepted accounting
principles 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 financial statements and the reported
amounts of revenues, expenses, gains, losses, and other changes in net assets during the
reporting period. Actual results could differ from those estimates.
Net Assets
Net assets are based on the existence or absence of donor-imposed restrictions. The
following is a description of each class:
Unrestricted Net Assets
Includes all net assets which are neither temporarily or permanently restricted. If the
Board of Directors specifies a purpose where none has been stated by the original
donor, such funds are classified as unrestricted board designated.
Temporarily Restricted Net Assets
Includes contributed net assets for which donor imposed time and purpose restrictions
have not been met and the ultimate purpose of the contribution is not permanently
restricted.
(8)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Assets (Continued)
Permanently Restricted Net Assets
Include contributions and other inflows of assets whose use by the Organization is
limited by donor-imposed stipulations that neither expire by passage of time nor can be
fulfilled or otherwise removed by actions of the Organization.
Description of Programs
The Organization operates the following programs:
Retail, Salvage, Solicitation and Transportation- Retail operations provide vocational training
and employment to individuals facing barriers to independence and are a vital funding
source that supports the mission through the processing and sale of materials donated by
the public. The retail program operates fifteen stores in southeast Iowa and Henry and Rock
Island Counties, Illinois. Donated goods that do not meet quality standards for sale in a
store contribute revenue for the mission as they are salvaged through a third party vendor.
Solicitation and transportation provides merchandise to the retail and contract programs.
Contracts with Businesses- This program supports the mission by providing a variety of
vocational training opportunities both within the Organization and through businesses in the
community. The programs offer vocational training, work skills development and job
placement for clients with disabilities and other barriers to employment.
Client Training and Development- This program advances the social and economic wellbeing of people who experience barriers to independence through a number of programs
and services. The program offers a variety of vocational services; including work training,
work experience, job placement, and post employment support. Services also include life
skills training, social and recreational opportunities, and assistance to individuals wishing to
maintain their independence by offering support with everyday tasks.
Support and Revenue
All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor or by law. Amounts received which are designated for future periods
or restricted by the donor for specific purposes are reported as temporarily restricted or
permanently restricted support. However, if a restriction is fulfilled in the same time period in
which the contribution is received, the Organization reports the support as unrestricted.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted
net assets and reported in the statement of activities as net assets released from
restrictions.
Unconditional promises to give are recorded as receivables and as support when received.
Conditional contributions are not recorded until all conditions have been satisfied, at which
time they are recognized as support. Advances received on conditional contributions are
recorded as refundable advances until all conditions have been satisfied.
Fees received in advance of services performed are recorded as deferred revenue.

(9)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Support and Revenue (Continued)
Bequests are recorded when the probate court declares the will valid and the amount is
determinable.
The Organization receives contributions of donated services from unpaid volunteers. No
amounts have been recognized in the statement of activities because the criteria for
revenue recognition under financial accounting standards have not been satisfied.
Contributed property and equipment are recorded at estimated fair value at the date of gift.
If donors stipulate how long the assets must be used, the contributions are recorded as
restricted support. In the absence of such stipulations, contributions of property and
equipment are recorded as unrestricted support.
The Organization accounts for grants as exchange transactions and recognizes grant
revenue upon fulfillment of requirements detailed in the grant documents.
Cash and Cash Equivalents
For purposes of reporting cash flows, the Organization includes all cash accounts, which
are not subject to withdrawal restrictions or penalties, and all highly liquid debt instruments
purchased with an original maturity of three months or less as cash and cash equivalents.
Accounts Receivable
Accounts receivable are uncollateralized customer obligations which generally require
payment within thirty days from the invoice date. Accounts receivable are stated at the
invoice amount. Account balances with invoices over ninety days old are considered
delinquent. Payments of accounts receivable are applied to the specific invoices identified
on the customers remittance advice or, if unspecified, to the earliest unpaid invoices. The
carrying amount of accounts receivable is reduced by a valuation allowance that reflects
management’s best estimate of amounts that will not be collected. Management reviews
individual accounts receivable balances that exceed ninety days from the invoice date and
based on an assessment of current creditworthiness, estimates the portion, if any, of the
balance that will not be collected. All accounts or portions thereof deemed to be
uncollectible or to require an excessive collection cost are written off to the allowance for
doubtful accounts. In addition, a general valuation allowance is established based principally
on historical experience.
Inventory
The Organization receives contributions of goods and materials (inventory) and processes
these contributions as merchandise available for sale in its retail thrift stores. Financial
accounting standards require that contributions received be recognized as revenues or
gains in the period received and as assets, decreases of liabilities, or expenses, depending
on the form of the benefits received, and that they be measured at their fair value.
The Organization believes that the inventory of contributed goods and materials does not
possess an attribute that is easily measurable or verifiable with sufficient reliability to
determine an inventory value at the time of donation. It is only through the value-added
processes that prepare the donated inventory for sale that the donated inventory has value
(10)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Inventory (Continued)
Accordingly, contributed goods and materials inventory are valued at zero prior to being
offered for sale.
The Organization considers the costs associated with bringing the donated inventory to sale
(i.e., donation collection, transportation, sorting and pricing expenses) in its estimate of the
fair value of inventory. The difference between year-end inventory valuations is shown on
the statement of activities as a change in year-end inventory valuation.
Certificates of Deposit
Certificates of deposit consist of brokered and non-brokered certificates of deposit.
Brokered certificates are carried at fair value. Non-brokered certificates are carried at cost
plus accrued interest.
Property and Equipment
Property and equipment are stated at cost if purchased or at fair market value on the date
received if donated. Major expenditures for improvements and those that substantially
increase useful lives are capitalized. Maintenance, repairs, and minor renewals are
expensed as paid. When assets are retired or otherwise disposed of, their costs and related
accumulated depreciation are removed from the accounts and resulting gains or losses are
included in income. The Organization follows the practice of capitalizing at cost, or at fair
market value if donated, all expenditures for property and equipment in excess of $5,000
and a useful life greater than two years.
Depreciation is provided on a straight-line basis over the estimated useful lives of the
property and equipment. The estimated useful lives are as follows:
Buildings
Improvements
Equipment

5 - 40 Years
5 - 20 Years
3 - 5 Years

Impairment of Long-Lived Assets
The Organization reviews long-lived assets for impairment whenever events or change in
circumstances indicate the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to future undiscounted net cash flows expected to be generated by the
asset. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value
of the assets. Assets to be disposed of are reported at the lower of carrying amount or the
fair value less costs to sell.
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Beneficial Interest in Assets Held by Community Foundations
Certain funds are held by community foundations in quasi-endowment funds for the benefit
of the Organization. The transactions with the foundations are deemed to be reciprocal and,
therefore, the value of the funds held by the foundations is recognized as an asset
(beneficial interest in assets held by community foundations) by the Organization.
Loan Origination Fees
Loan origination fees are being amortized on a straight-line basis over the life of the related
loan.
Advertising Costs
Advertising costs are expensed as incurred.
Functional Expenses
The Organization allocates its expenses on a functional basis among its various program
services and supporting activities. Expenses that can be identified with a specific program
and supporting activity are allocated directly according to their natural expenditure
classification. Other expenses that are common to several functions are allocated by
various statistical bases.
Sales Taxes
State sales tax is imposed on certain services billed to customers in Illinois. The
Organization collects that sales tax from customers and remits the entire amount to the
State. The Organization’s policy is to exclude the tax collected and remitted to the State
from revenue and expenses.
Income Taxes
The Organization and Subsidiary are exempt from income taxes under Section 501(c)(3) of
the Internal Revenue Code and a similar section of Iowa income tax law, which provides
income tax exemption for corporations organized and operated exclusively for religious,
charitable, or educational purposes. The Internal Revenue Service has not determined that
the Organization is a private foundation.
The Organization and Subsidiary file information returns in the U.S. federal jurisdiction.
They follow the accounting standard to evaluate uncertain tax positions and have
determined that they were not required to record a liability related to uncertain tax positions.

(12)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 2

CONDITIONAL PROMISES TO GIVE
The following conditional promises to give have not been recognized as assets in the
statement of financial position.
The Organization has been awarded various cost reimbursement grants totaling
$1,084,833. The budget periods for the grants run throughout 2015. Grant funds are not
recognized as revenue until the reimbursements become due. The remaining balance of
available grant funds at December 31, 2015 is $689,112.

NOTE 3

FAIR VALUE MEASUREMENTS
Generally accepted accounting principles in the United States of America establishes a
framework for measuring fair value. That framework provides a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are described as follows:
Level 1

Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets;

Level 2

Inputs to the valuation methodology include:






quoted prices for similar assets or liabilities in active markets;
quoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are observable for the asset or liability;
inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must
be observable for substantially the full term of the asset or liability.
Level 3

Valuations derived from valuation techniques in which one or more
significant inputs or significant value drivers are unobservable, such as
pricing models, discounted cash flow models, and similar techniques not
based on market, exchange, dealer or broker-traded transactions.

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.
Following is a description of the valuation methodologies used for assets measured at fair
value.
Certificates of deposit are valued at the most recent price of the equivalent quoted yield for
such securities, or those of comparable maturity, quality, and type.

(13)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 3

FAIR VALUE MEASUREMENTS (CONTINUED)
Beneficial interest in assets held by community foundations is valued at the Organization’s
pro-rata share of the community foundations’ investment pools. The unobservable inputs
are the underlying assets at the community foundations and follow their investment policies.
The following table presents assets measured at fair value by classification within the fair
value hierarchy as of December 31, 2015:
Level 1
Certificates of Deposit
Beneficial Interest in Assets Held
by Community Foundations
Total

$

-

$

Level 2
615,234

$

Level 3
-

$

-

$

615,234

$

756,492
756,492

$

Total
615,234

756,492
$ 1,371,726

The following is a reconciliation of the beginning and ending balances of assets measured
at fair value on a recurring basis using significant unobservable (Level 3) inputs:
Balance, January 1, 2015
Change in Beneficial Interest in Assets held by
Community Foundations
Transfers to Community Foundations
Balance, December 31, 2015

NOTE 4

$

438,316

$

(23,924)
342,100
756,492

BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATIONS
The Organization has contributed amounts to community foundations in order to establish
quasi-endowment funds. These funds are administered by the foundations for the benefit of
the Organization. Control over the investment or reinvestment of these funds is exercised
exclusively by the foundations. A portion of the funds’ earnings are made available for
distribution to the Organization periodically. The balance of these funds at December 31,
2015 was $756,492. During the year ended December 31, 2015, the Organization received
no distributions from these funds.

NOTE 5

ENDOWMENTS
The Organization’s endowments consist of various funds established to support general
operating needs of the Organization. Its endowments consist of board designated quasiendowment funds. As required by generally accepted accounting principles 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.
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 5

ENDOWMENTS (CONTINUED)
Return Objectives and Risk Parameters
The Organization has adopted investment and spending policies for endowment assets that
attempt to provide current income to fund the operations of the Organization as well as to
enhance the future resources available to the Organization through long-term appreciation
of assets. The endowment assets are invested in a manner that is intended to provide
growth of principal and income. Currently, all of the endowment assets are being held and
managed by various community foundations.
Spending Policy
Distributions, if any, are determined annually by the Organization’s governing board.
Strategies Employed for Achieving Objectives
The Organization primarily follows the investment strategy of the community foundations in
which they are invested which rely on a total return strategy in which investment returns are
achieved through capital appreciation and current yield (interest and dividends). This
strategy targets a diversified asset allocation that emphasizes growth instruments and
equity securities to achieve their long-term objectives within prudent risk constraints.
Changes in endowment net assets for the year ended December 31, 2015:

Net Assets - Beginning of Year
Additions
Change in Beneficial Interest in
Assets held by Community
Foundations
Net Assets - End of Year

NOTE 6

Unrestricted
$ 438,316
342,100

$

(23,924)
756,492

Temporarily
Restricted
$
-

$

-

Permanently
Restricted
$
-

$

-

$

$

Total
438,316
342,100

(23,924)
756,492

DEBT
Lines of credit
The Organization has a $1,000,000 revolving line of credit with Hills Bank and Trust. The
line carries a fixed interest rate of 4.25% with a maturity date of August 2016. There were
no amounts outstanding on the line at December 31, 2015. The Organization also has a
revolving line of credit with Morgan Stanley Smith Barney. This line carries a variable
interest rate. The maximum draw amount is set at 65% of the Organization’s investment
balance. There were no amounts outstanding on the line at December 31, 2015.
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 6

DEBT (CONTINUED)
Notes Payable
Revenue bond issued by Iowa Finance Authority, up to
$10,000,000 payable to Hills Bank and Trust. Currently
requiring monthly installments of $44,025, including fixed
rate interest at 2.85% for 10 years at December 31, 2013,
subsequently adjusted every 6 years up to a maximum
rate of 3.90%. Final payment is due in December 2028.
Note is secured by the Iowa City properties, Coralville
building, and Bettendorf building.
Less: Current Portion
Long-Term Portion

$
$

5,768,462
(366,442)
5,402,020

Future maturities of notes payable debt are as follows for the years ending December 31:
Year Ending December 31,
2016
2017
2018
2019
2020
Thereafter
Total

NOTE 7

$

$

Amount
366,442
376,750
388,214
399,582
411,282
3,826,192
5,768,462

NATURE AND AMOUNTS OF NET ASSETS
Board designated net assets are available for the following purposes as of December 31,
2015:
Capital Budget
Endowment
Principal Needs
Property and Equipment
Strategic Reserve
Long-Term Reserve
Total

$

$
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600,000
756,492
367,400
6,262,581
744,000
248,000
8,978,473

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 7

NATURE AND AMOUNTS OF NET ASSETS (CONTINUED)
Temporarily restricted net assets are available for the following periods and purposes as of
December 31, 2015:
United Way - for Future Periods
Employment Training
Property Enhanced by Iowa City Funding-for Subsequent
Years Usage
Total

NOTE 8

$

$

62,500
6,000
37,500
106,000

CASH FLOW DISCLOSURES
Cash paid for interest for the year ended December 31, 2015 was $175,536. During the
year ended December 31, 2015, the Organization’s non-cash investing activities included
the purchase of $63,005 of equipment that was included in accounts payable at
December 31, 2015.

NOTE 9

ADVERTISING COSTS
Advertising costs for the year ended December 31, 2015 totaled $300,587.

NOTE 10 OBLIGATIONS UNDER OPERATING LEASES
At December 31, 2015, the Organization is leasing buildings from which operations are
conducted in numerous locations in Iowa and Illinois. In addition, the Organization leases
office equipment for administrative use.
The following is a summary of the minimum lease payments required under these
agreements for:
Year Ending December 31,
2016
2017
2018
2019
2020
Thereafter
Total

$

$

Amount
1,860,738
1,533,041
1,363,474
1,203,642
1,070,482
3,297,088
10,328,465

Minimum lease payments exclude rentals under renewal options which, as of December 31,
2015, are not reasonably assured of being exercised. Also excluded are rentals under lease
agreements with an original term of one year or less. Lease expense for the year ended
December 31, 2015 totaled $2,170,647.
(17)

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
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DECEMBER 31, 2015

NOTE 11 RETIREMENT PLAN
The Organization has a defined contribution retirement plan as described in section 403(b)
of the Internal Revenue Code. The Organization contributes 4% of eligible employee wages.
In addition, the Organization will match employee contributions dollar for dollar up to three
percent of an eligible employee’s wages. Eligible employees have the potential to receive a
maximum contribution from the Organization of 7% of eligible wages. To be eligible for
employer contributions, employees must be 18 years old, have had one year of service, and
worked at least 1,000 hours. Employer contributions are vested at 20% after two years of
employment, with full vesting after six years of employment. The Organization’s expense
under this plan for the year ended December 31, 2015 was $701,170.
NOTE 12 COMMITMENTS AND CONTINGENCIES
The Organization has contracted with a carrier to provide transportation services to
transport its goods. The contract expires in November 2016 and at December 31, 2015
requires a weekly fixed charge of $2,075 as well as variable charges such as for mileage
and stop charges. The fixed and variable charge rates are adjusted annually.
The Organization is involved in various legal proceedings arising in the normal course of
business. In the opinion of management, any liability resulting from such proceedings would
not have a material adverse effect on the Organization’s financial statements.
NOTE 13 DISCLOSURES ABOUT CERTAIN CONCENTRATIONS
Cash Balances
The Organization maintains cash balances in local banks. At various times during the
course of the year, the Organization’s deposits at the bank will exceed the maximum
amount insured by the Federal Deposit Insurance Corporation (FDIC). At December 31,
2015, the Organization had $4,892,998 of cash deposited in excess of the insured amounts.
This amount includes $4,949,100 that is subject to a security repurchase agreement with
Hills Bank & Trust. The transactions entered into under the security repurchase agreement
are not insured by the FDIC, however, are collateralized by $7,000,675 of assets
segregated by Hills Bank & Trust for the Organization.
Concentration of Credit
The Organization is subject to a certain degree of vulnerability due to concentrations of
accounts receivable and revenue from major funding sources. Revenue from Iowa Medicaid
Enterprise represented 17% of total revenue for the year ended December 31, 2015.
Accounts receivable includes $483,676 of amounts owed from Iowa Medicaid Enterprise as
of December 31, 2015.
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015

NOTE 14 PROPERTY LIEN
In consideration of grant funds and a 0% loan received from the City of Iowa City for
property improvements at the Iowa City, Iowa training center, liens in the amount of $90,000
have been established in favor of the City as lien holder upon this property. Repayment of a
pro-rated portion of the $90,000 is required if the Organization does not continue to provide
employment assistance and services to low-income persons at the property enhanced with
the funding. The liens expire at various times through June 30, 2026.
NOTE 15 SELF INSURED DENTAL PLAN, HEALTH PLAN AND UNEMPLOYMENT PLAN
Dental claims of participants and dependents are processed by Employee Benefit Systems.
The dental plan is responsible for paying dental benefits up to a pre-established maximum
amount for any one participant or dependent.
The Organization contracts with Wellmark Blue Cross Blue Shield (Wellmark) to provide
health benefits to employees. In order to lower the participant’s deductible and out-of-pocket
maximum, the Organization implemented a split-funded medical expense reimbursement
plan. The plan reimburses medical charges that are not reimbursed by Wellmark but are
eligible and covered by the underlying Wellmark contract. The claims are processed by a
third-party administrator.
In accordance with the Code of Iowa, the Organization has elected to reimburse Iowa
Workforce Development for benefits paid to former employees of the Organization. This
election is in lieu of the Organization making deposits with Iowa Workforce Development
based on a predetermined contribution rate. Unemployment claims are processed for the
Organization by a third-party administrator.
Claims incurred but not reported obligations for these plans at December 31, 2015, have
been calculated based on claims submitted subsequent to year end and an estimate based
on plan history for unremitted claims. Accrued plan obligations at December 31, 2015 were
$3,924 for the dental plan, $16,584 for the medical expense reimbursement plan, and $-0for the unemployment plan. Management believes this accrual is adequate based on
information currently known. However, claim payments based on actual claims ultimately
filed could differ significantly from these estimates.
NOTE 16 RELATED PARTY TRANSACTIONS
The Organization remits payments to Goodwill Industries International, Inc. for services and
expertise that support the Organization. For the year ended December 31, 2015, payments
totaled $163,431.
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NOTE 17 PRIOR YEAR SUMMARIZED INFORMATION
The financial statements include certain prior-year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to
constitute a comparative presentation in conformity with generally accepted accounting
principles in the United States of America. Accordingly, such information should be read
in conjunction with the Organization’s financial statements for the year ended
December 31, 2014, from which the summarized information is derived.
NOTE 18 RECLASSIFICATIONS
Certain reclassifications have been made to the 2014 financial statement presentation to
correspond to the current year’s format. Total assets, net assets, support and revenue, and
change in net assets were unchanged due to these reclassifications.
NOTE 19 SUBSEQUENT EVENTS
Management evaluated subsequent events through April 19, 2016, the date the financial
statements were available to be issued. Events or transactions occurring after
December 31, 2015, but prior to April 19, 2016 that provided additional evidence about
conditions that existed at December 31, 2015, have been recognized in the financial
statements for the year ended December 31, 2015. Events or transactions that provided
evidence about conditions that did not exist at December 31, 2015, but arose before the
financial statements were available to be issued, have not been recognized in the financial
statements for the year ended December 31, 2015.
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GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATING STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2015
(SEE INDEPENDENT AUDITORS’ REPORT)

Goodwill
Industries of
the Heartland

Heartland
Enterprises

Intercompany
Eliminations

Consolidated
Total

$

$ 5,151,825
542,806

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents
$ 5,134,422
Certificates of Deposit, Current Maturities
542,806
Receivables:
Accounts Receivable, Net
937,061
Due from Goodwill Industries of the Heartland
Unconditional Promises to Give:
Grants Receivable
298,650
Interest Receivable
1,434
Donated Goods Inventory
271,954
Prepaid Expenses
642,979
Total Current Assets
7,829,306
PROPERTY AND EQUIPMENT
Land
Buildings
Improvements
Equipment
Total
Less: Accumulated Depreciation
Net Property and Equipment
OTHER ASSETS
Beneficial Interest in Assets held by
Community Foundations
Certificates of Deposit, Long-Term
Deferred Compensation Asset
Loan Origination Fees, Less Accumulated
Amortization of $168,072 in 2015
Total Other Assets
Total Assets

$

3,623,997
12,642,898
2,069,475
3,656,932
21,993,302
(9,962,259)
12,031,043

17,403
-

-

15,990
66,646

(66,646)

953,051
-

100,039

(66,646)

298,650
1,434
271,954
642,979
7,862,699

-

-

-

-

756,492
98,934
67,693

-

-

756,492
98,934
67,693

42,151
965,270

-

-

42,151
965,270

$ 20,825,619
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$

100,039

$

(66,646)

3,623,997
12,642,898
2,069,475
3,656,932
21,993,302
(9,962,259)
12,031,043

$ 20,859,012

Goodwill
Industries of
the Heartland

Heartland
Enterprises

Intercompany
Eliminations

Consolidated
Total

$

$

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable
Due to Heartland Enterprises
Accrued Payroll
Payroll Taxes and Withholdings
Accrued Compensated Absences
Other Accrued Expenses
Deferred Revenue
Notes Payable, Current Maturities
Total Current Liabilities

LONG-TERM LIABILITIES
Deferred Compensation Liability
Notes Payable, Less Current Maturities Above
Total Long-Term Liabilities

$

563,681
66,646
722,354
333,704
864,015
78,212
86,690
366,442
3,081,744

$

1,063
2,835
1,469
34
5,401

(66,646)
(66,646)

67,693
5,402,020
5,469,713

-

8,551,457

5,401

8,978,473
3,189,689
12,168,162

94,638
94,638

-

8,978,473
3,284,327
12,262,800

Temporarily Restricted

106,000

-

-

106,000

Total Net Assets

12,274,162

94,638

-

12,368,800

Total Liabilities

NET ASSETS
Unrestricted, Board Designated
Unrestricted, Undesignated
Total Unrestricted Net Assets

Total Liabilities and Net Assets

$ 20,825,619
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$

100,039

-

564,744
725,189
335,173
864,015
78,246
86,690
366,442
3,020,499

(66,646)

$

(66,646)

67,693
5,402,020
5,469,713
8,490,212

$ 20,859,012

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
CONSOLIDATING STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2015
(SEE INDEPENDENT AUDITORS’ REPORT)

Goodwill
Industries of
the Heartland
SUPPORT AND REVENUE
Public Support:
Contributions
United Way
Change in Year-End Inventory Valuation
Total Public Support
Governmental Support:
Grants
Supported Services Fees
Total Governmental Support

$

118,018
157,887
4,855
280,760

Heartland
Enterprises

$

-

Intercompany
Eliminations

Consolidated
Total

$

$

-

118,018
157,887
4,855
280,760

894,997
6,933,003
7,828,000

-

-

894,997
6,933,003
7,828,000

21,188,395
1,749,999
22,938,394

-

-

21,188,395
1,749,999
22,938,394

1,714,138
17,111

195,223
32

-

1,909,361
17,143

(23,924)
40,381
41,616
(65,517)
1,723,805
32,770,959

195,255
195,255

(33,000)
(33,000)
(33,000)

(23,924)
40,381
8,616
(65,517)
1,886,060
32,933,214

EXPENSES
Program Services:
Retail, Salvage, Solicitation, and
Transportation
Contracts with Businesses
Client Training and Development
Heartland Enterprises
Total Program Services

17,932,364
1,833,348
9,586,215
29,351,927

144,169
144,169

(33,000)
(33,000)

17,932,364
1,833,348
9,586,215
111,169
29,463,096

Supporting Activities:
Fundraising
Management and General
Total Supporting Activities
Total Expenses

52,724
3,141,842
3,194,566
32,546,493

144,169

(33,000)

52,724
3,141,842
3,194,566
32,657,662

224,466

51,086

-

275,552

Net Assets - Beginning of Year

12,049,696

43,552

-

12,093,248

NET ASSETS - END OF YEAR

$ 12,274,162

-

$ 12,368,800

Sales of Donated Goods:
Store Sales
Salvage Sales
Total Sales of Donated Goods
Other Revenue:
Contracts with Businesses
Investment Income
Change in Beneficial Interest in Assets
Held by Community Foundations
Easement Income
Miscellaneous
Loss on Disposal of Property and Equipment
Total Other Revenue
Total Support and Revenue

CHANGE IN NET ASSETS
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$

94,638

$

GOODWILL INDUSTRIES OF THE HEARTLAND AND SUBSIDIARY
SCHEDULE OF ACTIVITIES BY FUNCTIONAL AREA
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

(SEE INDEPENDENT AUDITORS’ REPORT)

Retail, Salvage,
Solicitation, &
Transportation
SUPPORT AND REVENUE
Public Support
Governmental Support
Sales of Donated Goods
Other Revenue
Total Support and Revenue

$

EXPENSES
Salaries
Employee Benefits
Payroll Taxes
Total Salaries and Related
Expenses
Professional Services
Supplies
Telephone
Postage and Shipping
Occupancy
Printing and Publications
Travel, Trucking, and Related
Expenses
Membership Dues
Provision for (Recovery of)
Bad Debts
Miscellaneous
Total Other Expenses

4,855
22,938,394
22,943,249

Depreciation
Total Expenses

$

1,714,138
1,714,138

$

157,887
7,828,000
7,985,887

Heartland
Enterprises
$

195,255
195,255

Total
$

162,742
7,828,000
22,938,394
1,909,393
32,838,529

9,100,972
1,441,647
812,973

1,383,481
109,278
94,297

6,722,002
1,104,473
648,888

83,017
813
6,969

17,289,472
2,656,211
1,563,127

11,355,592

1,587,056

8,475,363

90,799

21,508,810

90,821
904,158
152,636
198,860
3,208,106
271,026

7,606
99,987
3,082
13
50,821
691

19,634
84,409
82,383
114
295,826
11,918

15,557
4,290
184

133,618
1,092,844
238,101
198,987
3,554,753
283,819

909,659
478

58,559
675

323,375
9,183

339
-

1,291,932
10,336

(3,535)
549
218,448

2,729
60,027
889,598

20,370

5,497
341,158
7,151,045

6,303
280,582
6,022,629

Total Expenses before
Depreciation

Program Services
Client Training
Contracts with
and
Businesses
Development

17,378,221

1,805,504

9,364,961

111,169

28,659,855

554,143

27,844

221,254

-

803,241

17,932,364

1,833,348

9,586,215

111,169

29,463,096

2015 CHANGE IN NET ASSETS

$

5,010,885

$ (119,210)

$ (1,600,328)

$

84,086

$ 3,375,433

2014 CHANGE IN NET ASSETS

$

4,674,693

$ (300,553)

$ (1,544,413)

$

72,762

$ 2,902,489
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Supporting Activities

Fundraising

Management
and General

$

$

118,018
118,018

(23,333)
(23,333)

Consolidated Total
2015
2014

Total
$

118,018
(23,333)
94,685

$

280,760
7,828,000
22,938,394
1,886,060
32,933,214

$

252,594
7,248,690
21,223,888
1,933,666
30,658,838

-

1,543,823
29,650
124,287

1,543,823
29,650
124,287

18,833,295
2,685,861
1,687,414

17,476,980
2,499,524
1,585,308

-

1,697,760

1,697,760

23,206,570

21,561,812

11,900
293
39,772

173,539
139,536
53,858
12,867
627,081
22,551

185,439
139,829
53,858
12,867
627,081
62,323

319,057
1,232,673
291,959
211,854
4,181,834
346,142

207,917
1,146,412
249,989
237,783
4,074,654
318,509

300

23,477
167,742

23,477
168,042

1,315,409
178,378

1,202,709
170,951

459
52,724

69,735
1,290,386

70,194
1,343,110

5,497
411,352
8,494,155

47,121
347,849
8,003,894

52,724

2,988,146

3,040,870

31,700,725

29,565,706

-

153,696

153,696

956,937

901,741

52,724

3,141,842

3,194,566

32,657,662

30,467,447

$

65,294

$ (3,165,175)

$ (3,099,881)

$

73,148

$ (2,784,246)

$ (2,711,098)

$

275,552
$
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191,391

