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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

Board of Directors 

Morgan Memorial Goodwill Industries, Inc. 

 

Report on the financial statements 

We have audited the accompanying consolidated financial statements of Morgan Memorial Goodwill, Inc. 

(a nonprofit organization) and subsidiary and affiliate (“Goodwill”), which comprise the consolidated statements 

of financial position as of June 30, 2018 and 2017, and the related consolidated statements of activities, and cash 

flows for the years then ended, and the related notes to the financial statements. 

Management’s responsibility for the financial statements 

Management is responsible for the preparation and fair presentation of these 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. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We 

conducted our audits in accordance with auditing standards generally accepted in the United States of America and 

the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 

General of the United States.  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 auditor’s 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 Goodwill’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 Goodwill’s internal  
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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. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 

financial position of Morgan Memorial Goodwill, Inc. and subsidiary and affiliate as of June 30, 2018 and 2017, 

and the changes in their net assets and their cash flows for the years then ended in accordance with accounting 

principles generally accepted in the United States of America. 

Other matters 

Supplementary information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a 

whole.  The schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations 

(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 

Awards, is presented for purposes of additional analysis and is not a required part of the consolidated financial 

statements.  Such supplementary 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 audits of the consolidated financial 

statements and certain additional procedures.  These additional procedures included comparing and reconciling the 

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 supplementary 

information is fairly stated, in all material respects, in relation to the consolidated financial statements as a whole. 

Other reporting required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report, dated September 21, 2018, on 

our consideration of Goodwill’s internal control over financial reporting and on our tests of its compliance with 

certain provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose of that 

report is solely to describe the scope of our testing of internal control over financial reporting and compliance and 

the results of that testing, and not to provide an opinion on the effectiveness of Goodwill’s internal control over 

financial reporting or on compliance.  That report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering Goodwill’s internal control over financial reporting and compliance. 

 

 

 

Boston, Massachusetts 

September 21, 2018 
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2018 2017

ASSETS

CURRENT ASSETS
    Cash and cash equivalents 2,694,343$      3,703,481$      

    Accounts receivable 1,720,356        1,032,238        

    Inventory 670,471           612,661           

    Prepaid expenses 673,516           402,582           

                      Total current assets 5,758,686        5,750,962        

Land, buildings and equipment, net 7,142,975        6,859,000        

Other assets
    Note receivable - MHIC Investment Fund -                       5,965,750        
    Investments 17,256,271      16,239,938      
    Beneficial interests in trusts and split interest agreements 6,214,901        5,043,002        

    Other noncurrent assets 337,650           1,178,318        

                      Total other assets 23,808,822      28,427,008      

                      Total assets 36,710,483$    41,036,970$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
    Accounts payable and accrued expenses 956,216$         469,679$         
    Accrued payroll and employee benefits 1,164,197        1,069,168        
    Other current liabilities 592,599           679,877           
    Line of credit 293,371           -                       

    Current portion of long-term debt 84,333             4,200,000        

                      Total current liabilities 3,090,716        6,418,724        

Long-term liabilities
    Long-term debt 4,362,256        9,104,276        
    Other long-term liabilities 488,728           766,508           

                      Total long-term liabilities 4,850,984        9,870,784        

                      Total liabilities 7,941,700        16,289,508      

Net assets
    Unrestricted 11,225,641      8,550,256        

    Unrestricted - Board designated 650,508           650,508           

                      Total unrestricted 11,876,149      9,200,764        

Temporarily restricted 5,638,358        5,450,196        

Permanently restricted 11,254,276      10,096,502      

                      Total net assets 28,768,783      24,747,462      

                      Total liabilities and net assets 36,710,483$    41,036,970$     
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Temporarily Permanently 2018 2017

Unrestricted Restricted Restricted Total Total

OPERATING REVENUES AND OTHER SUPPORT

    Retail sales 18,658,911$      -     $                -     $                18,658,911$          16,460,033$      

    Contributions of donated goods 7,144,171          -                       -                       7,144,171              6,812,944          

    Fees and grants 6,445,688          -                       -                       6,445,688              5,282,942          

    Worksite revenue 3,019,269          -                       -                       3,019,269              2,869,137          

    Contributions and bequests 1,489,373          485,451           -                       1,974,824              1,875,534          

    Interest and dividend income 208,179             -                       -                       208,179                 396,715             

    Income appropriated under total return spending policy 540,000             -                       -                       540,000                 545,000             

    Net assets released from purpose restrictions 474,652             (474,652)          -                       -                             -                        

    Other revenue 51,312               -                       -                       51,312                   7,644                 

                      Total operating revenues and other support 38,031,555        10,799             -                       38,042,354            34,249,949        

OPERATING EXPENSES

    Program services

        Retail enterprise

            Cost of goods sold - retail 7,161,252          -                       -                       7,161,252              6,829,325          

            Other retail 17,001,538        -                       -                       17,266,831            15,347,881        

                      Total retail enterprise 24,162,790        -                       -                       24,428,083            22,177,206        

        Job training, career and youth services 8,839,564          -                       -                       8,750,169              7,327,289          

                      Total program services 33,002,354        -                       -                       33,178,252            29,504,495        

    Support services

        Management and general 3,867,299          -                       -                       3,695,027              3,021,387          

        Fundraising 1,128,202          -                       -                       1,124,576              1,105,668          

                      Total support services 4,995,501          -                       -                       4,819,603              4,127,055          
                      
                      Total operating expenses 37,997,855        -                       -                       37,997,855            33,631,550        
                      
                      Change in net assets from operating activities 33,700               10,799             -                       44,499                   618,399             

NON-OPERATING ACTIVITIES

    Investment return, net of amounts appropriated

        under total return spending policy 259,062             163,238           -                       422,300                 888,272             

    Gain on forgiveness of debt 2,276,490          -                       -                       2,276,490              -                        

    Contributed net assets (see Note 8) 106,133             -                       931,575           1,037,708              -                        

    Change in fair value of beneficial interests in trusts

        and split interest agreements -                         14,125             226,199           240,324                 243,690             

                     Change in net assets from non-operating

                        activities 2,641,685          177,363           1,157,774        3,976,822              1,131,962          

                      Change in net assets 2,675,385          188,162           1,157,774        4,021,321              1,750,361          

Net assets - beginning of year 9,200,764          5,450,196        10,096,502      24,747,462            22,997,101        

Net assets - end of year 11,876,149$      5,638,358$      11,254,276$    28,768,783$          24,747,462$      
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Temporarily Permanently 2017
Unrestricted Restricted Restricted Total

OPERATING REVENUES AND OTHER SUPPORT

    Retail sales 16,460,033$    -     $                -     $                16,460,033$    

    Contributions of donated goods 6,812,944        -                       -                       6,812,944        

    Fees and grants 5,282,942        -                       -                       5,282,942        

    Worksite revenue 2,869,137        -                       -                       2,869,137        

    Contributions and bequests 1,290,388        585,146           -                       1,875,534        

    Interest and dividend income 626,021           -                       -                       626,021           

    Income appropriated under total return spending policy 545,000           -                       -                       545,000           

    Net assets released from purpose restrictions 463,020           (463,020)          -                       -                       

    Other revenue 7,644               -                       -                       7,644               

                      Total operating revenues and other support 34,357,129      122,126           -                       34,479,255      

OPERATING EXPENSES

    Program services

        Retail enterprise

            Cost of goods sold - retail 6,829,325        -                       -                       6,829,325        

            Other retail 15,347,881      -                      -                      15,347,881      

                      Total retail enterprise 22,177,206      -                       -                       22,177,206      

        Job training, career and youth services 7,327,289        -                       -                       7,327,289        

                      Total program services 29,504,495      -                       -                       29,504,495      

    Support services

        Management and general 3,021,387        -                       -                       3,021,387        

        Fundraising 1,105,668        -                       -                       1,105,668        

                      Total support services 4,127,055        -                       -                       4,127,055        

                      Total operating expenses 33,631,550      -                       -                       33,631,550      

                      Change in net assets from operating activities 725,579           122,126           -                       847,705           

NON-OPERATING ACTIVITIES

    Investment return, net of amounts appropriated

        under total return spending policy 383,868           275,098           -                       658,966           

    Change in fair value of beneficial interests in trusts

        and split interest agreements -                       -                       243,690           243,690           

                     Change in net assets from non-operating

                        activities 383,868           275,098           243,690           902,656           

                      Change in net assets 1,109,447        397,224           243,690           1,750,361        

Net assets - beginning of year 8,091,317        5,052,972        9,852,812        22,997,101      

Net assets - end of year 9,200,764$      5,450,196$      10,096,502$    24,747,462$     



MORGAN MEMORIAL GOODWILL INDUSTRIES, INC. 
Consolidated Statements of Cash Flows 
For the years ended June 30, 2018 and 2017 

The accompanying notes are an integral part of these consolidated financial statements. 

- 6 - 

2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
    Change in net assets 4,021,321$    1,750,361$    
    Adjustments to reconcile change in net assets to net cash 
        provided by operations
            Net realized and unrealized gains on investments (725,147)        (1,180,099)     
            Change in fair value of beneficial interests in trusts and
                split interest agreements (240,324)        (236,706)        
            Contributed net assets (1,037,708)     -                     
            Donated fixed assets -                     (204,695)        
            Depreciation 1,060,593      986,902         
            Gain on forgiveness of debt (2,276,490)     -                       

            Amortization of financing costs 33,224           66,449           
            Change in certain assets and liabilities
                Accounts receivable (522,147)        396,094         
                Inventory 17,081           16,381           
                Prepaid expenses (192,813)        2,219             
                Other assets (14,387)          (127,424)        
                Accounts payable and accrued expenses 446,067         (554,806)        
                Accrued payroll and employee benefits (69,929)          (34,137)          
                Other current liabilities (212,254)        (259,819)        

                Other long-term liabilities (263,495)        29,934           

                      Net cash provided by operating activities 23,592           650,654         

CASH FLOWS FROM INVESTING ACTIVITIES
    Purchases of land, building and equipment (1,167,454)     (735,504)        
    Purchases of investments (4,188,877)     (4,138,838)     
    Proceeds from sales of investments 3,909,499      3,871,382      

                      Net cash used in investing activities (1,446,832)     (1,002,960)     

CASH FLOWS FROM FINANCING ACTIVITIES
    Borrowings on line of credit, net 167,513         -                       

    Note payable principal payments (34,501)          -                       

    Proceeds from note payable 281,090         -                       

                      Net cash provided by investing activities 414,102         -                       

                      Net change in cash and cash equivalents (1,009,138)     (352,306)        

Cash and cash equivalents, beginning of year 3,703,481      4,055,787      

Cash and cash equivalents, end of year 2,694,343$    3,703,481$    

Supplemental disclosures:
    Contributions of donated goods and purchased goods 7,144,171$    6,812,944$    
    Contributions of equipment -                     204,695         
    Cost of sales 7,161,252      6,829,325      
    Noncash changes to inventory 9,474             (16,381)          
    Cash paid for interest 249,811         284,409         
    Forgiven notes payable 9,137,500      -                       

    Write-off of notes receivable and accrued interest 6,875,538      -                       
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1. ORGANIZATION 

Morgan Memorial Goodwill Industries, Inc. (“Goodwill”) is a not-for-profit organization whose mission is 
to help individuals with barriers to self-sufficiency to achieve independence and dignity through work.  
“Not charity but a chance.”  Goodwill’s job training and related programs help those considered hardest to 
employ to enter the workforce.  Goodwill is the operator of a one-stop career center that serves job seekers 
and employers seeking job candidates.  Goodwill runs a retail enterprise that collects and sells donated 
clothing and household goods and other social enterprises.  The social enterprises provide worksite training 
opportunities for individuals in its programs.  Goodwill also offers programming for youth.  Goodwill is 
headquartered in Boston and operates in multiple locations in eastern and central Massachusetts.   

Goodwill is the sole member of Goodwill Headquarters, Inc. (“GHI”), a Massachusetts not-for-profit 
organization, established to support and operate for the benefit of Goodwill.   

In December 2017, Goodwill entered into an affiliation agreement with Goodwill Industries of the Pioneer 
Valley (“Pioneer Valley”).  Under this affiliation, Goodwill became the sole member of Pioneer Valley.  
Pioneer Valley’s net assets of $1,037,708 on the date of affiliation have been recognized as a contribution 
in the Consolidated Statement of Activities in fiscal year ended June 30, 2018.  Refer to Note 8 for 
additional details related to this transaction.  Pioneer Valley is a Massachusetts nonprofit corporation that 
provides services to individuals and families, including those with disabilities, to eliminate barriers to 
opportunities and to foster self-determination serving the Pioneer Valley and western Massachusetts.   

The financial statements of GHI and Pioneer Valley (collectively “Goodwill”) have been consolidated with 
the financial statements of Goodwill and all intercompany transactions have been eliminated in the 
consolidation. 

Goodwill is supported from various sources, including contributions and bequests (5%), contributions of 
donated goods and retail sales (68%), fees and grants (including federal, state and local governments) 
(17%), worksite revenue (8%), and other sources (2%). 

2. SIGNIFICANT ACCOUNTING POLICIES 

A summary of Goodwill’s significant accounting policies are as follows: 

Basis of Presentation 

The accompanying consolidated financial statements and notes have been prepared in accordance with 
accounting principles generally accepted in the United States of America (“US GAAP”). 

Classification and Reporting of Net Assets 

Net assets are classified into three categories.  These classifications relate to the existence or absence of 
donor-imposed stipulations as follows: 

 Unrestricted net assets are neither permanently restricted nor temporarily restricted by donor-
imposed stipulations.  Certain amounts have been identified as board designated and will be used in 
accordance with the Board of Directors’ stipulations. 
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 Temporarily restricted net assets are limited by donor-imposed stipulations that either expire with 
the passage of time or can be fulfilled by actions of Goodwill.  Temporarily restricted net assets also 
include cumulative appreciation and reinvested gains on permanently restricted endowment funds, 
which are subject to appropriation by the Board of Directors in accordance with provisions of 
Massachusetts law. 

 Permanently restricted net assets are limited by donor-imposed stipulations that neither expire by 
passage of time nor can be fulfilled by actions of Goodwill. 

Cash and Cash Equivalents 

All highly liquid debt instruments purchased with an original maturity of three months or less are 
considered to be cash equivalents, excluding amounts held in investments.  Cash in bank deposit accounts 
may exceed federally insured limits.  Goodwill has not experienced any losses in such accounts, and 
management believes cash in excess of insured limits is not at any significant risk of loss. 

Accounts Receivable 

Accounts receivable represent amounts due from state agencies as well as other organizations related to 
contracts, fees, and grants.  Credit is extended on a short-term basis and accounts receivable do not bear 
interest.  Accounts receivable are periodically evaluated for collectability based on past credit history with 
customers and their current financial condition.  Provisions for uncollectible accounts are determined on the 
basis of loss experience, known or inherent risks and current economic conditions. 

Inventory and Contributions of Donated Goods 

Inventory consists of donated goods ready for sale and is valued at estimated fair value using the 
methodology provided by Goodwill Industries International, Inc.  The methodology follows the retail 
method of accounting for inventory whereby ending inventory represents the present value of future cash 
flows, or the future selling price, reduced to a cost basis using the average margin on sales of goods.  Prior 
to reaching the point of sale, donated inventory is valued at zero.  Contributions of donated merchandise 
were valued at $7,144,171 and $6,812,944 for the years ended June 30, 2018 and 2017, respectively. 

Processing donated merchandise requires program-related expenses before it reaches the point of sale.  
Such expenses include the cost of activities accomplished by people with barriers to self-sufficiency. 

Land, Buildings and Equipment 

Land, buildings and equipment are recorded at cost, except for contributed items, which are recorded at 
estimated fair value at the date of the contribution.  Depreciation and amortization are calculated over the 
estimated useful lives of the assets on a straight-line basis as follows: 



MORGAN MEMORIAL GOODWILL INDUSTRIES, INC. 
Notes to Consolidation Financial Statements 
June 30, 2018 and 2017 

- 9 - 

Description Years

Land improvements 10-25
Buildings 40
Building improvements 5-40
Equipment 3-10
Leasehold improvements Lesser of the term of the lease or 

   estimated useful life  

Expenditures for major improvements are capitalized, while expenditures for maintenance and repairs are 
expensed as incurred. 

Investments 

Investments are stated at fair value and realized and unrealized gains and losses on investments are included 
in the Consolidated Statement of Activities.  Interest and dividends are reported as unrestricted income. 

Deferred Finance Costs 

Administrative, legal, insurance and other direct expenses relating to the issuance of long-term debt are 
capitalized and are included as a direct deduction of the outstanding debt liability in the statements of 
financial position.  Amortization of these costs is recognized over the term of the debt on a straight-line 
basis.  The balance of deferred financing costs was $0 and $33,224 at June 30, 2018 and 2017, respectively.  
Amortization expense for the years ended June 30, 2018 and 2017 was $33,224. 

Revenue Recognition 

Retail sales are recognized at the time of sale. 

Fees, grants and worksite revenue are recognized as services are rendered or contractual commitments are 
met based on the terms of contracts with various government agencies and other organizations. 

Contributions 

Unconditional promises to give are reported at fair value at the date the promise is received.  Conditional 
promises to give, and indications of intentions to give, are not reported until the gift is received or the 
conditional promise becomes unconditional.  Contributions of assets other than cash are reported at 
estimated fair value.  Contributions received with donor-imposed stipulations that limit their use are 
reported as either temporarily or permanently restricted, depending on the stipulations.  Contributions to be 
received after one year are discounted at a rate reflecting the risk involved and the discount is amortized 
based on the expected receipt date of the gift. 

When a donor-imposed stipulation is met by the passage of time or when expenses have been incurred to 
satisfy their restricted purpose, temporarily restricted net assets are reclassified to unrestricted net assets and 
reported as net assets released from restrictions.  This applies to restricted contributions for which donor-
imposed stipulations are met in the same fiscal year as they are received. 
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Contributed Goods and In-Kind Services 

Contributions of goods are reported as unrestricted contributions, at the fair value of the goods.  Many 
individuals volunteer their time and perform a variety of tasks that assist Goodwill in carrying out its 
programs and services.  Goodwill received a significant amount of volunteer hours during the years ended 
June 30, 2018 and 2017.  No value for these volunteer hours was recorded as the nature of these services 
did not create or enhance nonfinancial assets or require specialized skills which would have otherwise been 
purchased. 

Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been summarized on a functional 
basis in the Consolidated Statement of Activities.  Certain costs have been allocated among the program 
and support services based on relative effort expended. 

Income Taxes 

Goodwill and GHI are not-for-profit organizations as described in Section 501(c)(3) of the Internal Revenue 
Code, as amended (the “Code”), and are generally exempt from income taxes pursuant to Section 501(a) of 
the Code.  Goodwill and GHI are required to assess uncertain tax positions and have determined that there 
were no such positions that are material to the financial statements. 

Non-operating Activities 

Non-operating activities include investment income, net of amounts appropriated under the total return 
spending policy, changes in the value of interest agreements and perpetual trusts, and other non-operating 
gains (losses). 

Use of Estimates 

In preparing financial statements in accordance with US GAAP, management is required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets 
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from the estimates. 

Reclassifications 

Certain amounts in the 2017 financial statements have been reclassified to conform to the 2018 
presentation.   
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3. LAND, BUILDINGS AND EQUIPMENT 

Land, buildings and equipment consists of the following at June 30: 

2018 2017

Land and land improvements 1,334,565$      1,159,637$      
Buildings and building improvements 16,639,792      16,613,710      
Leasehold improvements 2,683,953        2,123,909        
Construction in progress 121,343           96,731             
Equipment 9,754,847        9,204,967        

30,534,500      29,198,954      
Less:  accumulated depreciation 23,391,525      22,339,954      

7,142,975$      6,859,000$       

Depreciation expense was $1,071,424 and $986,902 for the years ended June 30, 2018 and 2017, 
respectively. 

4. INVESTMENTS 

Investments are reported at fair value and consist of the following at June 30: 

2018 2017

Marketable equity securities 11,328,207$  10,761,931$  
Government and corporate bonds 5,244,845      4,828,073      
Money market mutual fund 683,219         649,934         

17,256,271$  16,239,938$   
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Investment return consists of the following for the years ended June 30: 

2018 2017

Appropriated for operations 540,000$       545,000$       

                      Investment return - operating 540,000         545,000         

Reinvested interest/dividends - investments 328,740         344,374         
Investment management fees (91,587)          (91,201)          
Realized and unrealized gains 725,147         1,180,099      
Appropriated for operations (540,000)        (545,000)        

                      Investment return - non-operating 422,300         888,272         
 
                      Total investment return 962,300$       1,433,272$     

Also included in interest and dividend income in the Consolidated Statements of Activities are trust 
distributions of $196,009 and $231,336, and interest income on a note receivable of $11,642 and $164,379 
for the years ended June 30, 2018 and 2017, respectively.   

5. BENEFICIAL INTERESTS IN TRUSTS AND SPLIT-INTEREST AGREEMENTS 

Goodwill has beneficial interests in perpetual trusts valued at $5,888,048 and $4,730,274 at June 30, 2018 
and 2017, respectively.  The principal is restricted in perpetuity.  The net income generated by the 
investments is distributed to the beneficiaries, and is unrestricted income.  Distributions from these trusts 
were $196,009 and $231,336 for the years ended June 30, 2018 and 2017, respectively.  Goodwill has other 
split interest agreements (primarily charitable trusts) valued at $326,853 and $312,728 at June 30, 2018 and 
2017, respectively.   

Increases (decreases) in the value of the trust assets (including unrealized gains and losses), amounted to 
$226,199 and $243,690 for the years ended June 30, 2018 and 2017, respectively. 

Charitable remainder trusts have been discounted using a discount rate of 5%. 

6. BORROWINGS 

Revolving Line of Credit 

Goodwill has available a revolving line of credit of $2,500,000 with a bank which was renewed on 
December 31, 2017.  Borrowings are due on demand and interest accrues at a fluctuating per annum rate 
equal to the 30-day LIBOR rate as provided by the British Bankers’ Association plus 200 basis points 
(4.07% and 2.46% at June 30, 2018 and 2017, respectively).  All deposit accounts with the bank and certain 
marketable securities are pledged as collateral for the revolving line of credit.  There was no balance 
outstanding at both June 30, 2018 and 2017.  There was no interest expense related to the line of credit for 
the years ended June 30, 2018 and 2017. 
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Construction Line of Credit 

Effective March 15, 2016, Goodwill entered into a non-revolving line of credit facility with the same bank.  
The facility allowed for borrowings of up to the lesser of $5,000,000, or 70% of the marketable securities 
which secure the borrowing.  Borrowings are to be used for build-out for new retail stores or renovating 
existing retail stores.  Advances under this agreement are required to occur by March 15, 2021.  Borrowings 
accrue interest at a fluctuating per annum rate equal to the 30-day LIBOR rate as provided by the British 
Bankers’ Association plus 200 basis points (4.07% and 2.46% at June 30, 2018 and 2017, respectively).   
Borrowings are due in monthly payments (commencing on April 1, 2021) based on a ten year amortization 
schedule.  The entire balance and principal and all accrued interest thereon, and all other fees, costs, and 
charges, if any, shall be due and payable on or before March 15, 2031.  Borrowings are cross-collateralized 
with all deposit accounts with the bank and certain marketable securities as defined in the agreement.  This 
line of credit facility contains certain financial covenants to which Goodwill must adhere.  Goodwill was in 
compliance with these covenants as of June 30, 2018 and 2017.  There were no borrowings under this 
agreement during fiscal 2017.  During fiscal 2018 Goodwill was advanced $281,090 under this agreement.  
The balance outstanding was $281,090 as of June 30, 2018.   

Note Payable 

On January 18, 2018, Goodwill entered into a promissory note with the same bank in order to refinance 
certain existing debt (see footnote 7) for $4,200,000.  The loan bears interest at a fixed rate of 5.27% and is 
payable in monthly principal and interest payments of approximately $25,000, with any outstanding 
principal and interest due on January 18, 2043.  The note is secured by the land and buildings of Goodwill’s 
headquarters in Boston.   

Scheduled principal payments on the note as of June 30, 2018 are as follows: 

Amount

2019 84,333$         
2020 88,355           
2021 93,789           
2022 98,925           
2023 104,341         
Thereafter 3,695,756      

                      Total 4,165,499$     
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Line of Credit 

Pioneer Valley has an available $400,000 revolving line of credit with a bank.  The line of credit is secured 
by substantially all the assets of Pioneer Valley and guaranteed by Goodwill.  Borrowings are due on 
demand and interest accrues at a fluctuating per annum rate equal to the prime rate plus 1.00% (6.0% at 
June 30, 2018).  The outstanding balance on the line of credit was $293,371 at June 30, 2018.   

7. NEW MARKETS TAX CREDITS TRANSACTION 

During fiscal year 2011, Goodwill financed the renovation of its headquarters (the “Project”).  This was 
accomplished through GHI (see Note 1), in which it is the sole member, and which entered into several debt 
transactions in order to fund the Project, including accessing the New Markets Tax Credit (“NMTC”) 
program.  

The Project received an allocation of New Markets Tax Credits from the Massachusetts Housing 
Investment Corporation (“MHIC”).  MHIC created an investment fund (the “Fund”) which was funded by a 
loan of $4,200,000 from a financial institution, a loan of $5,965,750 from Goodwill and an investment of 
NMTC equity from an investor (“Fund Investor”).  The Fund invested in a Community Development Entity 
(“CDE”) controlled by MHIC (“MHIC CDE”) which made loans to GHI on September 29, 2010 as follows: 

Note 1 4,200,000$    
Note 2 5,965,750      
Note 3 3,171,750      

                      Total 13,337,500$   

Interest on the three loans was paid by GHI to the MHIC CDE monthly, at 2.1324% on all three notes.  All 
three loans were secured by a mortgage on the headquarters and were guaranteed by Goodwill.  GHI used 
the borrowed funds to purchase the headquarters (land and building) from Goodwill and renovate it.   

GHI and Goodwill entered into a lease for Goodwill to use the building with monthly rent payments 
beginning July 1, 2011.   

Note 1 was scheduled to mature on April 1, 2018 with interest only payments due until maturity.  This note 
was refinanced in December, 2017 (see footnote 6).  Notes 2 and 3 were both scheduled to mature on 
October 1, 2040 with interest only payments through April 1, 2018 and principal and interest payments 
from May 1, 2018 to maturity.  Notes 2 and 3 were forgiven in October 2017 and Goodwill recognized a 
gain on extinguishment of debt of $9,137,500.  Goodwill also recognized a loss on extinguishment of debt 
of $6,852,664 (original note receivable amount plus interest receivable).  The net impact of $2,276,490 is 
shown in the accompanying consolidated statement of activities as a gain on forgiveness of debt. 

The lease for the headquarters was terminated during fiscal year 2018 and GHI transferred the property 
back to Goodwill.   
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8. PIONEER VALLEY AFFILIATION 

Pursuant to an affiliation agreement between Goodwill and Pioneer Valley, Goodwill became the sole 
member of Pioneer Valley.  Pioneer Valley’s net assets of $1,038,000 on the date of affiliation have been 
recognized as a contribution in the Consolidated Statement of Activities in fiscal year ended June 30, 2018.  

The following table summarizes the estimated fair values of the assets and liabilities assumed by Goodwill 
at the date of the affiliation: 

Recognized amount of identifiable assets acquired
    Accounts receivable 166,000$       
    Inventory 76,000           
    Property and equipment 177,000         
    Other current assets 78,000           
    Security deposits 40,000           
    Investments 26,000           
    Assets held in trust 932,000         

                      Total assets 1,495,000      

Recognized amount of liablities assumed
    Accounts payable and accrued liabilities 324,000         
    Line of credit 133,000         

457,000        

                      Net assets acquired - unrestricted 106,000         

                      Net assets acquired - permanently restricted 932,000        

1,038,000$     

9. EMPLOYEE BENEFIT PLANS 

Goodwill maintains an employee benefit plan (“403(b) Plan”) that provides for tax-deferred employee 
benefits under Section 403(b) of the Internal Revenue Code.  The 403(b) Plan allows employees to make 
contributions, a portion of which may be matched by Goodwill.  Goodwill contributed $113,029 and 
$119,167 to the 403(b) Plan for the years ended June 30, 2018 and 2017, respectively. 

In fiscal 2016, Goodwill began offering an employee benefit plan (“401(a) Plan”) that provides for tax-
deferred employee benefits under Section 401(a) of the Internal Revenue Code.  The 401(a) Plan allows 
participants to make contributions.  There were no company contributions to this plan during fiscal 2018. 

Goodwill also maintains a deferred compensation plan (“457(b) Plan”) for key members of management.  
As of June 30, 2018 and 2017, the fair value of the assets and the related obligation of the 457(b) Plan were 
$243,416 and $237,240, respectively. 
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Pioneer Valley also maintains a qualified defined contribution plan for its employees.  The plan allows for 
employee contributions and discretionary employer contributions.  There were no employer contributions 
for the six months ended June 30, 2018.   

10. RESTRICTIONS ON NET ASSETS 

Temporarily restricted net assets consist of the following at June 30: 

2018 2017

Gifts restricted to
    Youth services 3,391,717$    3,345,823$    
    Other program related purposes 511,426         540,818         
Beneficial interest in charitable unitrusts 176,463         162,338         
Cumulative appreciation and reinvestment gains on
    permanently restricted net assets 1,558,752      1,401,217      

5,638,358$    5,450,196$     

Permanently restricted net assets are composed of gifts to be held in perpetuity and consist of the following 
at June 30: 

2018 2017

Permanently restricted, income unrestricted 3,168,295$    3,168,295$    
Permanently restricted, income restricted for various purposes 2,197,933      2,197,933      
Beneficial interests in perpetual trusts 5,888,048      4,730,274      

11,254,276$  10,096,502$   

11. ENDOWMENTS AND ENDOWMENT ACTIVITY 

Interpretation of Relevant Law 

Goodwill manages its endowment consistent with the Massachusetts Act, the Uniform Prudent 
Management of Institutional Funds Act (“UPMIFA”).  Goodwill’s policy is to preserve the value of the 
original gifts as of the gift dates and classify the gifts as permanently restricted net assets (see Note 10).  
The remaining portion of the endowment is regarded as net appreciation and is classified as temporarily 
restricted net assets which may be appropriated for expenditure consistent with donor-restrictions and 
Goodwill’s Total Return Spending Policy. 

Endowment Income 

For some funds within Goodwill’s Endowment funds, there are donor imposed stipulations on income. 
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Endowment Investment Policy 

Goodwill has pooled the endowment assets under its management with other funds in a single investment 
pool and has adopted a uniform investment approach. 

Strategies Employed for Achieving Objectives 

Under Goodwill’s Investment Policy and Total Return Spending Policy, both of which are approved by 
the Board of Directors, the investment pool is invested to preserve the long-term purchasing power of 
Goodwill’s assets relative to inflation and to provide a reasonable, predictable and stable revenue stream to 
support Goodwill’s mission.  Actual returns in any given year may vary.  Goodwill relies on a total return 
approach in which investment returns are achieved through both capital appreciation and interest and 
dividends.  Goodwill has assigned the management and investment of the investment pool to an investment 
manager appointed by the Board of Directors based on the recommendation of the Board Investment 
Committee and subject to the Investment Policy.  The Board of Directors provides periodic oversight of the 
actions of the investment manager through the Investment Committee. 

Spending Policy 

Goodwill has a total return spending policy designed to preserve the long-term purchasing power of assets 
relative to inflation, to provide a reasonable and predictable revenue stream to support Goodwill’s mission, 
and to allow flexibility relative to extraordinary projects and one-time initiatives.  The Board-approved 
spending formula provides for an annual spending rate of up to 5% of the average simple market value 
balance of the investment assets (including non-endowment unrestricted investments) for the 20 quarters up 
to the quarter ending March 31 of the preceding fiscal year, in addition to interest and dividends earned 
during the fiscal year.  The total amount appropriated under the total return spending policy (including 
appropriations from unrestricted investments) was $540,000 and $545,000 for the years ended June 30, 
2018 and 2017, respectively, which was not withdrawn from the investment portfolio.  During the years 
ended June 30, 2018 and 2017, Goodwill applied $219,456 and $221,488 of the total return spending policy 
against temporarily restricted net assets and unrestricted net assets, respectively.  Total interest and 
dividends earned and withdrawn was $0 for the years ended June 30, 2018 and 2017. 

Funds with Deficiencies 

From time to time, the fair value of assets associated with individual donor-restricted endowment funds 
may fall below their “historic dollar value.”  Deficiencies of this nature are reported as a charge to 
unrestricted net assets and a corresponding increase to temporarily restricted net assets.  As of June 30, 
2018 and 2017, Goodwill had no funds with deficiencies.  

Endowment Fund Activity and Net Asset Balances 

As a component of its temporarily and permanently restricted net assets, Goodwill has an endowment 
comprised of donor-restricted funds that are limited by donor-imposed stipulations.  Beneficial interests in 
perpetual trusts are not included in the endowment. 
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Endowment fund activity for the fiscal year ended June 30, 2018 is as follows: 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, beginning 

    of year -     $              1,401,217$     5,366,229$     6,767,446$     

Investment return

    Net appreciation -                     212,620          -                     212,620          

    Interest and dividends -                     164,371          -                     164,371          

                      Total investment return -                     376,991          -                     376,991          

Appropriation of endowment assets 

    for operations (spending policy) -                     (219,456)        -                     (219,456)        

Endowment net assets, end of year -     $              1,558,752$     5,366,229$     6,924,981$     
 

Endowment fund activity for the fiscal year ended June 30, 2017 is as follows: 

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, beginning 

    of year -     $              1,125,536$     5,366,229$     6,491,765$     

Investment return

    Net appreciation -                     413,057          -                     413,057          

    Interest and dividends -                     84,112            -                     84,112            

                      Total investment return -                     497,169          -                     497,169          

Appropriation of endowment assets 

    for operations (spending policy) -                     (221,488)        -                     (221,488)        

Endowment net assets, end of year -     $              1,401,217$     5,366,229$     6,767,446$     
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12. LEASE COMMITMENTS AND CONTINGENCIES 

Operating Leases 

Goodwill has non-cancelable operating leases for retail and training facilities and equipment expiring at 
various dates through 2033.  Minimum annual rental commitments under these agreements are as follows as 
of June 30, 2018: 

Year Ending June 30,
2019 3,415,247$    
2020 2,639,630      
2021 2,385,348      
2022 2,198,364      
2023 2,042,957      

Thereafter 8,368,435      

21,049,981$  
 

Under the terms of certain leases, Goodwill pays for insurance, ordinary repairs and maintenance, heat and 
real estate taxes.  Leases with fixed escalation clauses are accounted for on a straight line basis over the 
term of the lease.  The difference between lease expense and cash payments is recorded as deferred rent in 
other long-term liabilities.  Total deferred rent amounted to $233,618 and $254,887 at June 30, 2018 and 
2017, respectively.  Rent and lease expenses were $2,914,669 and $2,108,126 for the years ended June 30, 
2018 and 2017, respectively. 

Contingencies 

In the normal course of business and from time to time, Goodwill is the subject of various claims.  
Management believes that the ultimate resolution of any such claims would not have a material adverse 
effect on the financial statements of Goodwill. 

13. RELATED PARTY TRANSACTIONS 

The Board of Directors has established a disclosure of interest policy, which applies to all members of the 
board and non-director members of board committees.  All related party transactions are subject to that 
policy. 

One current director is an officer of one of Goodwill’s benefit providers that received premiums totaling 
$1,018,951 and $556,842 for medical and dental insurance for the years ended June 30, 2018 and 2017, 
respectively.  Another current director is a member of the Board of Directors of two non-profit associations 
of which Goodwill is a member that received dues and fees for human resources consulting and workshop 
training services totaling $16,714 and $18,158 for the years ended June 30, 2018 and 2017, respectively. 

Each of these transactions was undertaken in the ordinary course of business on the same terms as are 
generally offered to the public. 
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14. FAIR VALUE MEASUREMENTS 

ASC 820, Fair Value Measurements and Disclosures, establishes a single authoritative definition of fair 
value, sets a framework for measuring fair value, and requires additional disclosures about fair value 
measurements.  Goodwill classifies its assets and liabilities into Level 1 (securities valued using quoted 
prices from active markets for identical assets), Level 2 (securities not traded on an active market for which 
observable market inputs are readily available), and Level 3 (securities valued based on significant 
unobservable inputs).  Investments are classified in their entirety based on the lowest level of input that is 
significant to the fair value measurement. 

The following is a description of the valuation methodologies and inputs used for assets and liabilities 
measured at fair value, as well as the general classification pursuant to the valuation hierarchy. 

Level 1 - Quoted Prices in Active Markets:  Investments such as actively traded equity securities, U.S. 
government obligations and money market funds with quoted market prices in active markets 
are classified as Level 1. 

Level 2 - Significant Other Observable Inputs:  Certain fixed income securities, primarily corporate 
bonds, are classified as Level 2 because fair values are estimated using pricing models, 
matrix pricing, or discounted cash flow models. 

Level 3 - Significant Unobservable Inputs:  Beneficial Interest in Perpetual Trusts is classified as 
Level 3 because Goodwill’s share in the trusts does not have an active market.  Goodwill 
estimates the recurring fair value of the trusts based on Goodwill’s share of the underlying 
investment portfolios that consist primarily of actively traded equities, bonds and money 
market funds.  The trusts are managed by financial institutions and investment managers who 
provide detailed statements on a regular basis presenting the market value of the portfolio on 
an individual investment security basis. 

Beneficial Interest in charitable trusts is classified as Level 3 because Goodwill’s share in 
these agreements does not have an active market.  Goodwill estimates the recurring fair value 
based on Goodwill’s share of the underlying investment portfolio that consists of actively 
traded equities, bonds and money market funds. 

The valuation methods described above may produce a fair value calculation that may not be indicative of 
net realizable value or reflective of future fair values.  Furthermore, although Goodwill believes its 
valuation methods are appropriate and consistent with those used by 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 and that difference may be material to 
Goodwill’s financial statements. 
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Goodwill’s financial assets that are accounted for at fair value on a recurring basis as of June 30, 2018 and 
2017, by level within the fair value hierarchy, are presented in the table below.  Financial assets measured 
at fair value on a non-recurring basis, such as contributions receivable and gift annuities, are excluded from 
the table. 

Quoted Prices Significant Other Significant
in Active Markets Observable Inputs Unobservable Inputs

Description (Level 1) (Level 2) (Level 3)

Marketable equity securities 11,328,207$                -     $                            -     $                            
Fixed income - government bonds 200,606                       -                                   -                                   
Fixed income - corporate bonds -                                   5,044,239                    -                                   
Money market mutual funds 683,219                       -                                   -                                   
Beneficial interest in perpetual trusts -                                   -                                   5,888,048                    
Charitable trusts -                                   -                                   326,853                       

                      Total 12,212,032$                5,044,239$                  6,214,901$                  

As of June 30, 2018

 

Quoted Prices Significant Other Significant
in Active Markets Observable Inputs Unobservable Inputs

Description (Level 1) (Level 2) (Level 3)

Marketable equity securities 10,761,931$                -     $                            -     $                            
Fixed income - government bonds 204,994                       -                                   -                                   
Fixed income - corporate bonds -                                   4,623,079                    -                                   
Money market mutual funds 649,934                       -                                   -                                   
Beneficial interest in perpetual trusts -                                   -                                   4,730,274                    
Charitable trusts -                                   -                                   312,728                       

                      Total 11,616,859$                4,623,079$                  5,043,002$                  

As of June 30, 2017
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The following is a summary of the change in the fair value of assets measured at fair value on a recurring 
basis using significant unobservable inputs for the year ended June 30, 2018: 

Charitable Perpetual
Trusts Trusts Total

Beginning balance 312,728$       4,730,274$    5,043,002$    

Pioneer Valley acquistion -                     931,575         931,575         

Total gains included in changes in net assets 14,125           226,199         240,324         

Ending balance 326,853$       5,888,048$    6,214,901$     

The following is a summary of the change in the fair value of assets measured at fair value on a recurring 
basis using significant unobservable inputs for the year ended June 30, 2017: 

Charitable Perpetual
Trusts Trusts Total

Beginning balance 319,713$       4,486,583$    4,806,296$    

Total gains included in changes in net assets (6,985)            243,691         236,706         

Ending balance 312,728$       4,730,274$    5,043,002$     

15. SUBSEQUENT EVENTS 

Goodwill has evaluated all subsequent events through September 21, 2018, the date that the financial 
statements were available to be issued. 



 

 

SUPPLEMENTARY INFORMATION 
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Federal Pass-Through Amounts

Federal Grantor/Pass Through   CFDA Entity Identifying    Federal    Provided

      Grantor/Program Title       Number                Number              Expenditures to Sub-recipiends

U.S. Department of Labor: 

    Passed-through EDIC - WIA Adult Program

        Employment Service/Wagner-Peyser Funded Activities 17.207 115-470-116 359,610$          -     $                   

                      Subtotal Employment Services Cluster 359,610            -                          

        WIOA Adult Program Formula Grants 17.258 121-470-116 186,262            -                          
        WIOA Dislocated Worker Formula Grants 17.278 123-470-116 126,918            -                          

                      Subtotal WIOA Cluster 313,180            -                          

        Unemployment Insurance 17.225 116-470-116 149,858            -                          

        Workforce Invesetment Act (WIA) National Emergency Grants 17.277 142-470-117 13,689              -                          

                      Total U.S. Department of Labor 836,337            -                          

U.S. Department of Education:

    Passed-through the Commonwealth of Massachusetts - Rehabilitation

        Commission

    Rehabilitation Services - Vocational Rehabilitation Grants to States 84.126 MRC- CIES- NORTH 20,106              -                          

    Rehabilitation Services - Vocational Rehabilitation Grants to States 84.126 MRC- CIES- SOUTH 9,512                -                          

                      Total U.S. Department of Education 29,618              -                          

U.S. Department of Justice:

    Passed-through EDIC - WIA Adult Program

     Juvenile Mentoring Program 16.726 87,639              -                          

                      Total U.S. Department of Justice 87,639              -                          

                      Total Schedule of Expenditures of Federal Awards 953,594$          -     $                   
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1. BASIS OF PRESENTATION 

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal 

award activity of Morgan Memorial Goodwill Industries, Inc. (“Goodwill”) under programs of the federal 

government for the year ended June 30, 2018.  The information in this Schedule is presented in accordance 

with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Because 

the Schedule presents only a selected portion of the operations of Goodwill, it is not intended to and does 

not present the financial position, changes in net assets, or cash flows of Goodwill. 

2. SUMMARY OF ACCOUNTING PRINCIPLES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such expenditures 

are recognized following the cost principles contained in the Uniform Guidance, wherein certain types 

of expenditures are not allowable or are limited as to reimbursement. 

3. INDIRECT COST RATE 

Goodwill has not elected to use the 10-percent de minimis indirect cost rate allowed under the 

Uniform Guidance. 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON INTERNAL  

CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER  

MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 

Board of Directors 

Morgan Memorial Goodwill Industries, Inc. 

 

 

We have audited, in accordance with auditing standards generally accepted in the United States of America and 

the standards applicable to financial audits contained in Government Auditing Standards issued by the 

Comptroller General of the United States, the consolidated financial statements of Morgan Memorial Goodwill 

Industries, Inc. and subsidiary and affiliate (“Goodwill”), which comprise the consolidated statement of financial 

position as of June 30, 2018, and the related consolidated statements of activities and cash flows for the year then 

ended, and the related notes to the financial statements, and have issued our report thereon dated September 21, 

2018.  

Internal control over financial reporting  

In planning and performing our audit of the consolidated financial statements, we considered Goodwill’s internal 

control over financial reporting (“internal control”) to design audit procedures that are appropriate in the 

circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 

expressing an opinion on the effectiveness of internal control.  Accordingly, we do not express an opinion on the 

effectiveness of Goodwill’s internal control.  

A deficiency in internal control exists when the design or operation of a control does not allow management or 

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 

misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal 

control, such that there is a reasonable possibility that a material misstatement of Goodwill’s financial statements 

will not be prevented, or detected and corrected, on a timely basis.  A significant deficiency is a deficiency, or a 

combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 

to merit attention by those charged with governance.   
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 

was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 

deficiencies.  Given these limitations, during our audit we did not identify any deficiencies in Goodwill’s internal 

control that we consider to be material weaknesses.  However, material weaknesses may exist that have not been 

identified.  

Compliance and other matters  

As part of obtaining reasonable assurance about whether Goodwill’s consolidated financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 

and grant agreements, noncompliance with which could have a direct and material effect on the determination of 

financial statement amounts.  However, providing an opinion on compliance with those provisions was not an 

objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no 

instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.  

Intended purpose  

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 

results of that testing, and not to provide an opinion on the effectiveness of Goodwill’s internal control or on 

compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering Goodwill’s internal control and compliance.  Accordingly, this report is not suitable for 

any other purpose.  

 

 

 

Boston, Massachusetts 

September 21, 2018 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON  

COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL  

CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

Board of Directors 

Morgan Memorial Goodwill Industries, Inc. 

 
Report on compliance for each major federal program 

We have audited the compliance of Morgan Memorial Goodwill Industries, Inc. and subsidiary and affiliate 

(“Goodwill”) with the types of compliance requirements described in the U.S. Office of Management and Budget’s 

OMB Compliance Supplement that could have a direct and material effect on each of its major federal programs for 

the year ended June 30, 2018.  Goodwill’s major federal programs are identified in the summary of auditor’s results 

section of the accompanying schedule of findings and questioned costs. 

Management’s responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its 

federal awards applicable to Goodwill’s federal programs. 

Auditor’s responsibility 

Our responsibility is to express an opinion on compliance for each of Goodwill’s major federal programs based on 

our audit of the types of compliance requirements referred to above.  We conducted our audit of compliance in 

accordance with auditing standards generally accepted in the United States of America; the standards applicable to 

financial audits contained in Government Auditing Standards issued by the Comptroller General of the 

United States; and Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 

Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Those standards and the 

Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about whether 

noncompliance with the types of compliance requirements referred to above that could have a direct and material 

effect on a major federal program occurred.  An audit includes examining, on a test basis, evidence about Goodwill’s 

compliance with those requirements and performing such other procedures as we considered necessary in the 

circumstances.  We believe that our audit provides a reasonable basis for our opinion on compliance for each major 

federal program.  However, our audit does not provide a legal determination of Goodwill’s compliance. 
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Opinion on each major federal program 

In our opinion, Goodwill complied, in all material respects, with the types of compliance requirements referred to 

above that could have a direct and material effect on each of its major federal programs for the year ended June 30, 

2018. 

Report on internal control over compliance 

Management of Goodwill is responsible for establishing and maintaining effective internal control over compliance 

with the types of compliance requirements referred to above.  In planning and performing our audit of compliance, 

we considered Goodwill’s internal control over compliance with the types of compliance requirements that could 

have a direct and material effect on each major federal program to design audit procedures that are appropriate in 

the circumstances for the purpose of expressing an opinion on compliance for each major federal program and to 

test and report on internal control over compliance in accordance with Uniform Guidance, but not for the purpose 

of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we do not express 

an opinion on the effectiveness of Goodwill’s internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over compliance 

does not allow management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.  

A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 

control over compliance, such that there is a reasonable possibility that material noncompliance with a type of 

compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.  A 

significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 

internal control over compliance with a type of compliance requirement of a federal program that is less severe than 

a material weakness in internal control over compliance, yet important enough to merit attention by those charged 

with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph 

of this section and was not designed to identify all deficiencies in internal control over compliance that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did not identify any 

deficiencies in Goodwill’s internal control over compliance that we consider to be material weaknesses.  However, 

material weaknesses may exist that have not been identified. 

The purpose of this Report on Internal Control Over Compliance is solely to describe the scope of our testing of 

internal control over compliance and the results of that testing based on the requirements of Uniform Guidance.  

Accordingly, this report is not suitable for any other purpose. 

 

 

Boston, Massachusetts 

November 14, 2018 

 

 



MORGAN MEMORIAL GOODWILL INDUSTRIES, INC. 
Schedule of Findings and Questioned Costs 
For the year ended June 30, 2018 

- 30 - 

SECTION I - SUMMARY OF AUDITOR’S RESULTS 

 

Financial Statements: 

 

Type of auditor’s report issued: Unmodified 

 

Internal control over financial reporting: 

 

 Material weaknesses identified?       No 

 

 Significant deficiencies identified that are  

not considered to be material weaknesses? None Reported 

 

 Noncompliance material to the financial 

statements noted? No 

 

Federal Awards: 

 

Internal control over major programs: 

 

 Material weaknesses identified?  No 

 

 Significant deficiencies identified that are  

not considered to be material weaknesses? None Reported 

 

Type of auditor’s report issued on compliance for major programs: Unmodified 

 

Any audit findings disclosed that are required to be reported 

    in accordance with 2 CFR 200.516(a)  No 

 

Identification of major programs: 

 

 CFDA Number   Name of Federal Program 
 

17.258/17.278    WIOA Cluster 

17.207     Employment Service/Wagner-Peyser Funded Activities 

 

Dollar threshold used to distinguish between Type A and Type B programs:  $750,000 

 

Auditee qualified as a low-risk auditee? Yes 
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SECTION II - FINANCIAL STATEMENT FINDINGS 

 

None. 

 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

 

None. 

 

SECTION IV - SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS 

 

None. 

 




