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RSM Puerto Rico
PO Box 10528
SanJuan, PR 00922-0528

T787-751-6164
F787-759-7479
WWW.rsm.pr

INDEPENDENT AUDITORS’ REPORT

To: The Board of Directors of
Goodwill de Puerto Rico, Inc.

Opinion

We have audited the financial statements of Goodwill de Puerto Rico, Inc., a Puerto Rico Not-for-Profit Organization,
which comprise the statement of financial position as of June 28, 2025, and the related statements of activities and
changes in net deficit, functional expenses and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
Goodwill de Puerto Rico, Inc. as of June 28, 2025, and the changes in its net deficit and its cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(“GAAS”). Our responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of Goodwill de
Puerto Rico, Inc. and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

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

THE POWER OF BEING UNDERSTOOD
ASSURANCE | TAX| CONSULTING

RSM Puerto Rico is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the
RSM network is an independent accounting and consulting firm which practices in its own right. The RSM network is not itself a separate legal entity in any Jurisdiction.
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Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore there 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 financial statements.

Auditors’ Responsibilities for the Audit of the 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 financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

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
Goodwill de Puerto Rico, Inc.’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 financial statements.

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

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

San Juan, Puerto Rico
October 31, 2025.

‘COLEGIO DE CONTADORES DOP91-1151
PUBLICOS AUTORZADDS O PULKTO BCD.

Goodwill de Puerto Rico, Inc.
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GOODWILL DE PUERTO RICO, INC.

STATEMENT OF FINANCIAL POSITION

JUNE 28, 2025

ASSETS

Current assets:
Cash
Grant receivable
Inventory - donated goods
Prepaid expenses
Other assets

Total current assets
Property and equipment, net
Right-of-use assets, operating leases, net
Deposits
Total assets
LIABILITIES AND NET DEFICIT

Current liabilities:
Current portion of operating lease liabilities
Accounts payable
Accrued salaries, wages and other liabilities

Total current liabilities
Operating lease liabilities
Due to a related party
Total liabilities
Net deficit without donor restrictions

Total liabilities and net deficit

The accompanying notes are an integral part of this statement of financial position.

159,196
19,061
152,765
230,538
36,503

598,063
4,599,951
6,809,502

332,743

12,340,259

621,385
226,534
554,933

1,402,852
6,572,845

7,373,836

15,349,533

(3,009,274)

12,340,259




GOODWILL DE PUERTO RICO, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET DEFICIT
FOR THE YEAR ENDED JUNE 28, 2025

Revenues and other support:
Sales - donated goods
Federal grant
Contributed nonfinancial assets
Other revenue and support

Total revenues and other support

Expenses:
Program services expenses-
Retail services
Mission advancement
Supporting services expenses-
Management and general

Total expenses
Changes in net deficit without donor restrictions

Net deficit
Beginning of year

End of year

The accompanying notes are an integral part of this statement.

$

951,718
19,061
152,765
32,717

1,156,261

2,852,250
201,385

595,169

3,648,804

(2,492,543)

(516,731)

(3,009,274)




GOODWILL DE PUERTO RICO, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 28, 2025

Program Services

Supporting
Services

Retail Mission Management and
Services Advancement General Total

Salaries and wages $ 782,474 $ 85916 $ - 868,390
Benefits 140,051 11,032 - 151,083
Cost of sales 52,178 - - 52,178
Professional fees 25,355 53,025 149,749 228,129
Supplies 356,406 1,689 18,289 376,384
Occupancy 1,115,810 2,236 14,166 1,132,212
Depreciation and amortization 152,943 - 20,457 173,400
Travel and transportation 111,743 44,730 30,937 187,410
Advertising 100,858 1,923 327,421 430,202
Client services 1,422 784 - 2,206
Other 13,010 50 34,150 47,210

$ 2,852,250 $ 201,385 $ 595,169 3,648,804

The accompanying notes are an integral part of this statement.



GOODWILL DE PUERTO RICO, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 28, 2025

Cash flows from operating activities:

Change in net deficit without donor restrictions $ (2,492,543)
Adjustments to reconcile change in net deficit without donor

restrictions to net cash used in operating activities:
Amortization of operating lease right-of-use assets 447,988

Depreciation and amortization expense 173,400
Changes in operating assets and liabilities-
Increase in assets:

Accounts receivable (19,061)
Inventory - donated goods (152,765)
Prepaid expenses (218,525)
Other assets (36,503)
Deposits (284,143)
Increase (decrease) in liabilities:
Accounts payable 79,378
Accrued salaries, wages and other liabilities 94,902
Operating lease liabilities (124,344)
Due to a related party 1,547,614
Net cash used in operating activities (984,602)

Cash flows used in investing activities:
Acquisition of property and equipment (3,587,232)

Cash flows provided by financing activities

Advances from related party 4,721,996
Net increase in cash 150,162
Cash, beginning of year 9,034
Cash, end of year $ 159,196

The accompanying notes are an integral part of this statement.



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

1. NATURE OF OPERATIONS

Description of Organization

Goodwill de Puerto Rico, Inc. (the “Organization") is a not-for-profit organization that was organized under the
laws of the Commonwealth of Puerto Rico on August 17, 2023. The Organization is a wholly owned subsidiary of
Goodwill of Central and Southern Indiana, Inc. (“‘GCSI”), an Indiana not-for-profit organization that offers
employment, education, health, and related services to disadvantaged adults and young people throughout central
and southern Indiana. GCSI defines disadvantaged individuals as those with a barrier to employment such as a
disability, a criminal history, and/or a low education level (less than a high school diploma).

The Organization’s Retail Services collects donations of used clothing (textile) and household items (wares) and
sells them through a network of stores and warehouse outlet centers.

The Organization’s Mission Advancement (“MA”) operation provides case management, counseling, training,
education, job coaching, job placement, and related supportive services, for disabled, disadvantaged,
unemployed, and under-employed individuals who wish to find and retain employment and increase their
economic self-sufficiency. MA also manages programs that provide holistic whole-family services to the
Organization’s low-wage workers, program participants, and students and their families. MA segments of the
Organization are funded by a combination of a grant with federal governmental entities and subsidies from GCSl's
retail operation.

2.  SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting and Use of Estimates

The accounting policies followed by the Organization conform to predominant industry practices which are in
accordance with accounting principles generally accepted in the United States of America (“US GAAP”). The
preparation of financial statements in conformity with US GAAP 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 support, revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Reporting Period

The Organization’s fiscal year ends on the Saturday closest to June 30 to conform to the fiscal year closing
schedule of GCSI. The accompanying financial statements are presented for the year ended June 28, 2025.

Inventory — Donated Goods

The retail store operations of the Organization sell donated inventories. These items have little or no economic
value to the Organization when first received and therefore are not recorded at the time of donation. Donated
goods are sold through retail stores, salvage and recycling sales channels. Costs included in donated goods
inventory include those incurred to collect, transport and process donated items to place them for sale in the
Organization’s retail stores, or to salvage and recycling dealers. Retail store, recycling and salvage sales are
reflected in the statement of activities and changes in net deficit as sales - donated goods. Cost of sales is included
in retail services in the statement of functional expenses.



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

Prepaid Expenses

Prepaid expenses represent payments made in advance for goods or services that will be consumed or utilized
over time, mainly for marketing, advertising and insurance. These are classified as current assets on the statement
of financial position. The prepaid expenses are amortized on a straight-line basis over the period in which the
related benefits are received.

Deposits
The Organization maintains various refundable deposits with third parties, including utility providers and lessors

under operating lease agreements. These deposits are held to secure services or lease obligations and are
expected to be returned upon fulfillment of contractual terms.

Property and Equipment

Property and equipment, including leasehold improvements, are recorded at historical cost, or, if donated, at fair
value, net of accumulated depreciation and amortization. Depreciation is computed on the straight-line method
over estimated useful lives ranging from 10 to 30 years for buildings and building improvements, and from 3 to 10
years for technology assets, equipment and other capital assets. Leasehold improvements are amortized over a
period of time not exceeding the life of the corresponding lease. Material property additions and improvements
over $5,000 are capitalized and expenditures for normal maintenance and repairs are expensed as incurred. The
Organization accumulates certain costs for capital projects until the projects are placed in service, at which time
they become depreciable fixed assets.

Leases

The Organization accounts for leases in accordance with Accounting Standards Codification (“ASC”),
Topic 842, Leases, as amended, which requires that, the Organization, at the inception of the contract determines
if an arrangement is or contains a lease when it conveys the right to use of an identified asset for a period of time
for consideration. The Organization’s assessment is based on: (i) whether the contract involves the use of a
distinct identified asset, (ii) whether the Organization obtained the right to substantially all the economic benefit
from the use of the asset throughout the period, and (iii) whether the Organization has the right to direct the use
of the asset. The recognition of the ROU assets and related liabilities at the commencement date are based on
the present value of the lease payments over the lease term. The term of the lease may include options to extend
or terminate the lease when it is reasonably certain that the Organization will exercise the option. At the
commencement of the lease, the Organization classifies the lease as either a finance or operating lease.
Operating lease payments are charged on a straight-line basis to rent expense over the lease term and finance
lease payments are charged to interest expense and depreciation and amortization expense over the lease term.
The Organization has also elected the short-term lease accounting policy under which a ROU asset or lease
liability are not recognized for any lease that its commencement date has a lease term of twelve months or less.
The Organization elected the accounting policy to account for non-lease components, common area maintenance,
operating expenses such as real property taxes, security, administrative expense and other fees, separately. The
Organization uses risk-free rate for discounting the lease payments to determine the lease liabilities, using the
rate of a zero coupon U.S Treasury instrument for the same period of time as the lease term, never to be less
than zero.



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

Net Assets

The Organization’s accounts are stated on the accrual basis of accounting, whereby revenues are recorded as
earned and expenses are recorded as incurred. The accompanying financial statements have been prepared
with a focus on the entity as a whole. Net assets, support, revenues, gains, and losses are classified based
on the existence or absence of donor restrictions. Accordingly, the net assets of the Organization are classified
and reported as follows:

e Net assets without donor restrictions - These include revenues and expenses from the regular operations
of the Organization, which are at the discretion of management and the Board of Directors.

e Net assets with donor restrictions - These include contributions and grants with restrictions specified by
the donors or grantors.

Income Taxes

As a not-for-profit organization, the Organization is exempt from Puerto Rico income taxes under the provision
of Section 1101.01 of the Commonwealth of Puerto Rico Internal Revenue Code of 2011, as amended, and
from federal income taxes under the provision of Section 501(c)(3), of the United States Internal Revenue Code,
as amended. In addition, the Organization qualifies for the charitable contribution deduction under
Section 170(b)(1)(A)(vi), and has been classified as an organization other than a private foundation under
Section 509(a)(2).

Accounting principles generally accepted in the United States of America require the Organization management
to evaluate tax positions taken by the Organization and recognize a tax liability (or asset) if the Organization has
taken an uncertain position that more likely than not would not be sustained upon examination of taxing authorities.
Management has evaluated the Organization’s tax positions and concluded that it had taken no uncertain tax
positions that require adjustment to or disclosure in the financial statements. However, the Organization is subject
to examination for the years ended June 29, 2024 and June 28, 2025.

Sales - Donated Goods and Other Revenue

Sales of donated goods are considered revenues from contracts with customers recognized at the point of sale.
The transaction price in the contract is based on the stand-alone selling prices of the promised goods. The
Organization does not enter into contracts in which the period between transfer of goods to the customer and
payment by the customer is greater than one year. Therefore, the consideration amounts are not adjusted for the
time value of money. The Organization recognizes incremental costs to obtain a contract as an expense when
incurred as these costs are no material and would be amortized over a period less than one year if recognized.

All other revenue reported within the statement of activities and changes in net deficit are considered non-
exchange transactions, thus, revenue is recorded based on any conditions on the usage of such revenue. There
are no such conditions on the revenue recorded within other revenue and support in the accompanying statement
of activities and changes in net deficit.

Expense Allocation

Expenses have been classified as program and supporting services. The Organization charges expenses directly
to the function that benefits from the expenditure whenever possible. Only shared administrative and benefit
expenses are allocated among functional categories. These allocations are based on reasonable and consistently
applied methods, such as estimates of time, usage, or other relevant factors. Management believes that the
allocation methods used are appropriate to reflect the relative benefits received by each function; however,
alternative allocation methods may produce different results.

9



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

Advertising

Advertising expenses totaled approximately $430,000 for the year ended June 28, 2025. The Organization’s policy
is to record advertising expenditures in the period in which they are incurred.

Going Concern Evaluation

Management evaluates whether there are conditions or events that raise substantial doubt about the
Organization’s ability to continue as a going concern within one year from the date the financial statements were
available to be issued.

Subsequent Events

On December 9, 2024 and June 27, 2025, the Organization entered into two separate lease agreements for retail
spaces. Both leases have an initial term of 12 years, each with two optional five-year extensions. The
commencement date of these leases are upon delivery of the premises, which has not occurred as of October 31,
2025.

The Organization executed an agreement with Nurse-Family Partnership (“NFP”) on July 2025, for the purpose of
helping low-income, first-time mothers develop behaviors that enable them to have healthier pregnancies, be
better parents, have emotionally and physically healthier children, and attain greater economic self-sufficiency.
NFP will invest up to approximately $631,000 through March 31, 2028.

Management has evaluated subsequent events through October 31, 2025, the date on which the financial
statements were available to be issued, and concluded there were no additional events or transactions that
occurred during this period that required recognition or disclosure on the accompanying financial statements.

3. CONCENTRATION OF CREDIT RISK

Financial instruments, which potentially subject the Organization to concentration of credit risk, consist principally
of cash deposits. As of June 28, 2025, the Organization maintains cash deposits in two financial institutions. The
cash deposits, at times, may exceed the amount insured by the Federal Deposit Insurance Corporation (“FDIC”)
of $250,000. As of June 28, 2025, the Organization’s cash deposits did not exceed the amount insured by the
FDIC.

4. LIQUIDITY AND AVAILABILITY OF RESOURCES

The Organization regularly monitors liquidity required to meet operating needs and other contractual commitments
as they come due. The Organization does not maintain investments and is currently operating with a net deficit.
When available resources are not sufficient to cover expenses, the Organization is financially supported by GCSI,
its parent organization. GCSI provides the necessary funding to ensure the Organization can continue to meet its
program and operating commitments.

10



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

5. CONTRIBUTED NONFINANCIAL ASSETS

For the year ended June 28, 2025, contributed nonfinancial assets recognized within the statement of activities and
changes in net deficit included:

Description Amount
Textiles $ 18,682
Wares 57,270
Books 1,793
Salvage 75,020
$ 152,765

The Organization receives a significant amount of its inventory as contributed nonfinancial assets, which it monetizes
through sales in retail stores and salvage programs. These contributed nonfinancial assets are valued at their fair
market value identified at their sale price through either retail stores or salvage market price. Iltems not sold during
the fiscal year are recorded to inventory and a description of their valuation process can be found in the inventories
policy in Note 2. There were no donor-imposed restrictions associated with contributed nonfinancial assets as of
June 28, 2025.

6. PROPERTY AND EQUIPMENT

As of June 28, 2025, property and equipment consisted of the following:

Description Amount

Leasehold improvements $ 2,745,965
Furniture and fixtures 1,238,080
Computers and software 80,878
4,064,923

Less: Accumulated depreciation and amortization (173,400)
3,891,523
Construction in progress 708,428
$ 4,599,951

11



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

7. LEASES

The Organization entered into operating leases for two retail stores and a warehouse. As of June 28, 2025, the
total lease payments, undiscounted cash flows and present value of the operating lease liabilities are as follows:

Year Amount
2026 $ 1,007,416
2027 1,016,358
2028 1,025,613
2029 1,035,192
2030 799,413
Thereafter 4,515,145
Total undiscounted lease payments 9,399,137
Less — Imputed interest (2,204,907)
Total lease obligations 7,194,230
Less — Current portion (621,385)
$ 6,572,845

For the year ended June 28, 2025, lease cost recognized by the Organization included within occupancy expenses
in the statement of functional expenses is as follows:

Description Amount

Components of lease cost:
Operating lease cost $ 778,085

As of June 28, 2025, the weighted average remaining lease terms and discount rates for all of the Organization’s
operating leases were as follows:

Operating
Description lease
Weighted-average remaining lease term in years 3 years
Weighted-average discount rate 2%

For the year ended June 28, 2025, supplemental cash flows information related to the Organization’s operating
leases were as follows:

Description Amount

Operating cash outflows for amount included in operating lease liabilities $ 452,291

ROU assets of operating leases obtained in exchange for operating lease
liabilities $ 4,223,357

12



GOODWILL DE PUERTO RICO, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 28, 2025

8. RELATED PARTY TRANSACTIONS

The Organization is a member of a group of affiliated organizations and has extensive transactions and
relationships with a member of the group. The Organization shares common management with Goodwill of Central
and Southern Indiana, Inc. and, in the normal course of operations, engages in certain transactions with this
related party due to shared ownership. Amounts due to related party do not have defined due dates or bear
interests. During the year ended June 28, 2025, the Organization had the following related party transactions: (a)
advances from affiliate of approximately $4,722,000 and (b) expenses paid by related party on behalf of the
Organization of approximately $2,822,000.

9. RETIREMENT PLAN

The Organization has established a defined contribution retirement plan that covers Puerto Rico employees.
Employees who have reached 20 'z years of age and have completed one (1) year of service with 1,000 hours
worked will be eligible for the employer match. Matching contributions by the Organization are based on $1.00 of
each dollar contributed by the employee, up to 6% of compensation. The Organization may contribute a profit-
sharing amount in addition to the matching contribution for all eligible participants. Profit-sharing amounts
contributed by the Organization are 100% vested after an employee completes three (3) years of service. No
contributions were made during the year ended June 28, 2025.

10. SUPPLEMENTAL DISCLOSURE FOR THE STATEMENT OF CASH FLOWS

During the year ended June 28, 2025, non-cash investing transactions were as follows:

Description Amount
Property and equipment:
Constructions and betterments to property $ 795,391
Due to related party $ 376,142
Accrued expenses $ 419,249

13
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