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Independent Auditor’s Report

Board of Trustees
The Cleveland Society for the Blind
Cleveland, Ohio

Opinion

We have audited the accompanying financial statements of The Cleveland Society for the Blind, which comprise the
statements of financial position as of December 31, 2022 and 2021, and the related statements of activities and
changes in net assets, functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of The Cleveland Society for the Blind as of December 31, 2022 and 2021, and the changes in its net assets and its
cash flows for the years then ended, in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion
We conducted our audits in accordance with auditing standards generally accepted in the United States of America

(GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of The Cleveland Society
for the Blind and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about The Cleveland Society for the Blind's ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with 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, including omissions, 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.
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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 The Cleveland Society for the Blind'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 The Cleveland Society for the Blind'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.

Hl/de..

Cleveland, Ohio
April 3, 2023



THE CLEVELAND SOCIETY FOR THE BLIND

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2022 AND 2021

ASSETS
2022 2021
Assets:
Cash and cash equivalents S 3,333,117 S 3,219,450
Receivables, net 685,311 938,779
Promises to give, net 238,006 337,433
Endowment receivable 21,893,160
Endowment investments 83,603,653 100,134,257
Inventories 84,270 102,706
Prepaid expenses 77,423 28,560
Beneficial interest trusts 15,851,195 20,423,306
125,766,135 125,184,491
Property and equipment:
Land and land improvements 2,047,670 2,031,061
Buildings and improvements 13,878,854 13,880,666
Equipment, furniture, and fixtures 2,050,033 2,436,054
Construction-in-progress 499,147
18,475,704 18,347,781
Less accumulated depreciation 8,603,769 8,679,215
9,871,935 9,668,566
S 135,638,070 S 134,853,057
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable S 473,373 S 324,656
Accrued expenses 484,197 429,630
Obligations under annuity agreements 215,922 180,336
Refundable advances 13,537 15,123
Total liabilities 1,187,029 949,745
Net assets:
Without donor restrictions 60,635,719 69,601,820
With donor restrictions 73,815,322 64,301,492
Total net assets 134,451,041 133,903,312
S 135,638,070 S 134,853,057

See notes to financial statements.



THE CLEVELAND SOCIETY FOR THE BLIND
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2022

Net assets without donor restrictions Net assets
General Board with donor
Fund Designated Total restrictions Total
Public support and revenue
Public support:
Contributions and grants S 884,402 S 725,635 S 1,610,037 S 22,242,600 S 23,852,637
Fundraising, net 41,247 41,247 41,247
Restricted funds released for
current program activities 232,963 232,963 (232,963)
Total public support 1,158,612 725,635 1,884,247 22,009,637 23,893,884
Revenue:
Retail sales, net 59,942 59,942 59,942
Program service fees 4,629,860 4,629,860 4,629,860
Other revenue 59,996 59,996 59,996
Total revenue 4,749,798 4,749,798 4,749,798
Investment income:
Investment income, net (1,125) 243,594 242,469 197,178 439,647
Investment income released
per spending policy 3,646,379 (2,015,184) 1,631,195 (1,631,195)
Earnings from beneficial trusts 1,829,291 1,829,291
Earnings from beneficial trusts
released from restriction 1,829,291 1,829,291 (1,829,291)
Total investment income 5,474,545 (1,771,590) 3,702,955 (1,434,017) 2,268,938
Total public support, revenue
and investment income/(loss) 11,382,955 (1,045,955) 10,337,000 20,575,620 30,912,620
Expenses:
Program services 9,166,508 9,166,508 9,166,508
Management and general 1,261,986 1,261,986 1,261,986
Fundraising 750,694 750,694 750,694
Total expenses 11,179,188 11,179,188 11,179,188
Net unrealized loss on equity securities (7,794,031) (7,794,031) (6,134,261) (13,928,292)
Changes in net assets before
other changes to net assets 203,767 (8,839,986) (8,636,219) 14,441,359 5,805,140
Other changes to net assets:
Net unrealized loss on
debt securities (265,364) (265,364)
Change in value of annuity
agreements (90,053) (90,053)
Change in value of beneficial trusts (4,572,112) (4,572,112)
Net asset reclassification 6,975,448 (6,975,448)
Depreciation expense (331,782) (331,782) (331,782)
Gain on sale of assets 1,900 1,900 1,900
Changes in net assets 6,849,333 (15,815,434) (8,966,101) 9,513,830 547,729
Net assets, beginning of year 5,475,663 64,126,157 69,601,820 64,301,492 133,903,312
Net assets, end of year S 12,324,996 S 48,310,723 S 60,635,719 S 73,815,322 $ 134,451,041

See notes to financial statements.




Public support and revenue

Public support:
Contributions and grants
Fundraising, net
Restricted funds released for
current program activities

Total public support

Revenue:
Retail sales, net
Program service fees
Other revenue

Total revenue

Investment income:
Investment income (loss), net
Investment income released
per spending policy
Earnings from beneficial trusts
Earnings from beneficial trusts
released from restriction

Total investment income

Total public support, revenue
and investment income

Expenses:
Program services
Management and general
Fundraising

Total expenses
Net unrealized loss on equity securities

Changes in net assets before
other changes to net assets

Other changes to net assets:

Net unrealized loss on
debt securities

Change in value of annuity
agreements

Change in value of beneficial trusts

Income from forgivable loan

Depreciation expense

Gain on sale of assets

Changes in net assets
Net assets, beginning of year
Net assets, end of year

See notes to financial statements.

THE CLEVELAND SOCIETY FOR THE BLIND

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2021

Net assets without donor restrictions Net assets
General Board with donor
Fund Designated Total restrictions Total

S 866,945 S 1,598,865 2,465,810 S 149,534 S 2,615,344
61,380 61,380 61,380

339,808 339,808 (339,808)
1,268,133 1,598,865 2,866,998 (190,274) 2,676,724
108,473 108,473 108,473
5,143,298 5,143,298 5,143,298
79,123 79,123 79,123
5,330,894 5,330,894 5,330,894
(1,248) 10,246,960 10,245,712 8,313,264 18,558,976

1,325,104 (732,323) 592,781 (592,781)
1,694,007 1,694,007

1,694,007 1,694,007 (1,694,007)
3,017,863 9,514,637 12,532,500 7,720,483 20,252,983
9,616,890 11,113,502 20,730,392 7,530,209 28,260,601
8,733,708 8,733,708 8,733,708
1,186,625 1,186,625 1,186,625
686,532 686,532 686,532
10,606,865 10,606,865 10,606,865
(3,170,420) (3,170,420) (1,963,723) (5,134,143)
(989,975) 7,943,082 6,953,107 5,566,486 12,519,593
(592,204) (592,204)
43,188 43,188
1,987,608 1,987,608
1,247,158 1,247,158 1,247,158
(351,430) (351,430) (351,430)
2,000 2,000 2,000
(92,247) 7,943,082 7,850,835 7,005,078 14,855,913
5,567,910 56,183,075 61,750,985 57,296,414 119,047,399
S 5,475,663 $ 64,126,157 $ 69,601,820 $ 64,301,492 $ 133,903,312




THE CLEVELAND SOCIETY FOR THE BLIND

Salaries and related expenses
Professional and contracted fees
Supplies and related

Occupancy

Program transportation

Staff travel

Other

Funded depreciation

Total expenses before
other expenses

General fund depreciation

Total expenses reported by function

See notes to financial statements.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

Program Management

Services and General Fundraising Total

$ 6,836,476 $ 1,090,744 S 661,317 S 8,588,537
1,494,318 109,823 57,320 1,661,461
137,892 10,134 5,289 153,315
465,787 34,232 17,867 517,886
11,966 879 459 13,304
37,856 2,782 1,452 42,090
92,277 6,782 3,540 102,599
89,936 6,610 3,450 99,996
9,166,508 1,261,986 750,694 11,179,188
298,405 21,931 11,446 331,782

$ 9,464,913 $ 1,283,917 S 762,140 S 11,510,970




Salaries and related expenses
Professional and contracted fees
Supplies and related

Occupancy

Program transportation

Staff travel

Other

Funded depreciation

Total expenses before
other expenses

General fund depreciation

Total expenses reported by function

See notes to financial statements.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2021

THE CLEVELAND SOCIETY FOR THE BLIND

Program Management
Services and General Fundraising Total
S 6,135,507 S 975,231 S 568,245 S 7,678,983
1,830,366 148,921 83,330 2,062,617
104,377 8,492 4,752 117,621
444,140 36,136 20,220 500,496
9,992 813 455 11,260
36,769 2,992 1,674 41,435
83,821 6,820 3,816 94,457
88,736 7,220 4,040 99,996
8,733,708 1,186,625 686,532 10,606,865
311,859 25,373 14,198 351,430
$ 9,045,567 $ 1,211,998 S 700,730 $ 10,958,295




THE CLEVELAND SOCIETY FOR THE BLIND

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021

Cash flows from operating activities:
Changes in net assets S
Adjustments to reconcile changes in net assets to
net cash used in operating activities:
Depreciation
Gain on sale of assets
Realized and unrealized loss (gains) on investments, net
Change in value of beneficial trusts
Endowment receivable
Income from forgivable loan
Decrease (increase) in assets:
Receivables, net
Promises to give, net
Inventories
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Refundable advances

Net cash used in operating activities

Cash flows from investing activities:
Proceeds from the sale of investments
Purchase of investments
Proceeds from sale of assets
Purchase of property and equipment

Net cash provided by investing activities

Cash flows from financing activities:
Proceeds from annuity obligations
Payments on annuity obligations
Proceeds from PPP loan

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period S

2022 2021
547,729 $ 14,855,913
431,778 451,426

(1,900) (2,000)
11,924,718 (14,526,636)
4,572,111 (1,987,608)

(21,893,160)

(1,247,158)

253,468 (322,329)
99,427 362,313
18,436 (19,058)
(48,863) 28,392
148,717 140,265
54,567 (96,295)
(1,586) 881
(3,894,558) (2,361,894)
8,079,831 47,016,076
(3,473,945) (45,652,138)
1,900 2,000
(635,147) (101,236)
3,972,639 1,264,702
50,000 30,000
(14,414) (13,410)
1,247,158

35,586 1,263,748
113,667 166,556
3,219,450 3,052,894
3,333,117 $ 3,219,450

See notes to financial statements.



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies:

Nature of activities:

The Cleveland Society for the Blind (“Society”), also known as Cleveland Sight Center, is a private not-for-profit
(Ohio) Corporation formed in 1906 to provide services to children, working-age adults, and older adults who
are blind or visually impaired. The Organization is primarily supported through donor contributions, earnings
from beneficial trusts, earnings from an endowment based on a spending policy, income generated through a
social enterprise, and program service fees.

Cleveland Sight Center’s mission is to provide individualized support and tools to navigate the visual world.

Cleveland Sight Center’s vision is a world where the quality of one’s sight does not determine the quality of
one’s life.

Basis of accounting:

The financial statements have been prepared on the accrual basis of accounting and, accordingly, reflect all
significant receivables, payables, and other liabilities. Furthermore, the accounting policies adhered to by the
Society are generally consistent with the Audit and Accounting Guide Not-for-Profit Entities issued by the
American Institute of Certified Public Accountants.

Basis of presentation:

Financial statement presentation follows the recommendations of the Financial Accounting Standards Board
(FASB) in its accounting standards for not-for-profit entities. Under these standards, the Society is required to
report information regarding its financial position and activities according to two classes of net assets: without
donor restrictions and with donor restrictions.

Net assets without donor restrictions — Net assets are not subject to donor-imposed restrictions.

Net assets without donor restrictions may be designated for specific purposes by action of the Board of
Trustees. Such net assets are recorded as board designated.

Net assets with donor restrictions — Net assets are subject to donor-imposed restrictions or to a specific time
period or purpose. Net assets with donor restrictions includes contributions the donor stipulates must be held
in perpetuity and some contributions that may be removed by the passage of time or actions of the Society to
meet the restrictions. Earnings accumulated on donor restricted endowments and not appropriated by the
Board of Trustees for expenditure are also included in net assets with donor restrictions.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America (U.S. GAAP) requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies (continued):

Cash and cash equivalents:

The Society considers all unrestricted highly liquid investments with an initial maturity of three months or less
to be cash equivalents. The cash accounts are insured by the Federal Deposit Insurance Corporation. The
Society’s cash balances may exceed the insured amount from time to time. All cash held in the investment
accounts is deemed an investment and is not insured by the Federal Deposit Insurance Corporation.

Liquidity and availability:

The Society’s financial assets available within one year of the statements of financial position as of December
31, 2022 and 2021 for general expenditures are as follows:

2022 2021
Cash and cash equivalents S 3,333,117 S 3,219,450
Receivable, net 685,311 938,779
Current portion of promises to give 118,140 142,539
Investments estimated to be appropriated
for current year 4,270,000 3,970,000

S 8,406,568 S 8,270,768

As part of the Society’s liquidity management, it has a policy to structure its financial assets to be available as
its general expenditures, liabilities, and other obligations come due. In addition, the Society invests cash in
excess of daily requirements in short-term investments. Additionally, the Society’s endowment funds consist of
donor-restricted endowments, whose income is not restricted for specific purposes and, therefore is available
for general expenditure. Based on the Society’s investment and spending policy, $4,270,000 and $3,970,000 of
earnings on endowment funds were available for use at December 31, 2022 and 2021, respectively, and can be
released from restriction upon need for expenditure and a board resolution. Earnings on endowment funds are
included in investments. The Society also has a demand line of credit in the amount of $1,000,000, which it
could draw upon to help manage unanticipated liquidity needs as they arise.

Receivables, net:

Receivables are stated at the amount management expects to collect from balances outstanding at year end.
Receivables are recorded as performance obligations are satisfied. Accounts receivable are expected to be
received within 30 days from the date billed. Interest is not charged on past due receivables. Management
individually reviews all outstanding receivables. Based on management’s assessment of collectability, the
allowance for doubtful accounts is $11,763 and $10,040 on balances outstanding at December 31, 2022 and
2021, respectively.

Bad debt expense was 3,600 during 2022 and 2021.

10



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies (continued):

Receivables, net (continued):

Receivables at December 31, 2022 and 2021 consist of the following:

2022 2021
Private pay receivables, net S 21,319 S 17,042
Governmental receivables 590,221 779,169
Interest receivable 53,916 59,078
Donation receivables 13,000 83,275
Other 6,855 215

S 685,311 S 938,779

Promises to give, net:

Conditional promises to give are recognized when the conditions on which they depend are substantially met.
Unconditional promises to give are recognized as promises to give and related contribution reserve when
received or when the donor makes an unconditional promise to give. Promises to give which span over multiple
years are discounted at an adjusted risk-free rate at the time of the promise (historically between 1.00% and
4.66%). Management individually reviews promises to give and those deemed uncollectible are written off to
bad debt expense. There was no bad debt expense related to promises to give at December 31, 2022 and 2021.

Endowment receivable:

Endowment receivable is stated at the amount management expects to collect from balances outstanding at
year end. Amounts are recorded as performance obligations are satisfied. During 2022, the Society was
informed it was the beneficiary of 50% of a trust liquidated to cash from an anonymous donor. As of December
31, 2022, management calculated and recorded a receivable equal to the Society’s share of the estimated value
of future distributions from the trust of $21,893,160. The proceeds are restricted by the trust for use in the
Society’s programs and services and the amount was recorded as contribution revenue within net assets with
donor restrictions in the statement of activities and changes in net assets in 2022. The proceeds will be
deposited into endowment investments when received and will be subject to the Society’s endowment
spending policy (Note 5).”

Inventories:

Inventories consist of retail merchandise and are stated at cost, determined by the first-in, first-out method,
but not in excess of net realizable value.

11



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies (continued):

Property and equipment:

Property and equipment are carried at cost or, if donated, at the approximate fair value at the date of donation.
The policy of the Society is to capitalize assets greater than $1,000 in value. Depreciation is computed using
primarily the straight-line method over the expected useful lives of the assets, as follows:

Years
Land improvements 5-30 years
Buildings and improvements 5-50 years
Equipment, furniture, and fixtures 2-10 years

At December 31, 2022, the Society had construction-in-progress related to renovations being performed in
its clinic and retail store. The project was completed in February 2023.

Endowment:

Endowment balance consisted of investments during 2022 and 2021. Investments in equity securities with
readily determinable fair values and all investments in debt securities are measured at fair value in the
statements of financial position. Investment income, net includes realized gains and losses, interest, and
dividends, net of investment fees and are reported within the changes in net assets of the accompanying
statements of activities and changes in net assets, and are recognized in the year it is earned. Total investment
management fees were $126,805 in 2022 and $138,442 in 2021.

Functional allocation of expenses:

The costs of providing the Society’s various programs and supporting services have been summarized on a
functional basis in the statements of activities and changes in net assets. The Society classifies expenses
directly to the categories they are attributed to based on the expense. Certain costs have been allocated
among the programs and supporting services benefited. Functional expenses are allocated based on an
analysis by management of employee time spent within each functional area. Overhead costs are allocated
pro-rata to total employees within each functional area.

Revenue recognition:

The Society recognizes revenue in accordance with FASB Accounting Standards Codification (ASC) Topic
606, Revenue from Contracts with Customers. The core principal of this guidance is that an entity should
recognize revenue to depict the transfer of promised goods or services in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. To achieve
that core principle, an entity should apply the following steps, (1) identify the contract(s), (2) identify the
performance obligations in the contract, (3) determine the transaction price, (4) allocate the transaction
price to the performance obligations in the contract, and (5) recognize revenue when (or as) the entity
satisfies a performance obligation.

The Society primarily generates revenues from payments received from contributions and grants, program
service fees, fundraising, and retail sales.

12



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies (continued):

Revenue recognition (continued):

Contributions and grants received are recorded as without donor restrictions or with donor restrictions,
depending on the existence and/or nature of any donor restrictions. If the grant is for a specific program
provided by the Society, it is classified with program service fees; if it is for a general purpose it is classified
with contributions and grants revenue in the statements of activities and changes in net assets.

Revenue is reported at the amount that reflects the consideration to which the Society expects to be
entitled in exchange for providing the goods and services. Revenue is recognized as performance obligations
are satisfied. Performance obligations are determined based on the nature of the goods and services
provided by the Society. The Society recognizes revenue in the statements of activities and changes in net
assets and contract assets in the statements of financial position only when the goods and services have
been sold and delivered or have been provided. Since the Society has performed its obligations under the
contracts, it has unconditional rights to the consideration recorded as contract assets and therefore,
classifies those billed contract assets as accounts receivable.

Revenues from program services are recognized as performance obligations are satisfied, which in most
cases are when the services are provided and billed.

Revenues from non-exchange transactions (contributions) may be subject to conditions, in the form of both
a barrier to entitlement and a refund of amounts paid (or a release from obligation to make future
payments). Revenues from conditional non-exchange transactions are recognized when the barrier is
satisfied. In addition, the Society has elected the simultaneous release option for conditional contributions
that are also subject to purpose restrictions. Under this option, net assets without donor restrictions will
include the donor-restricted contributions for which the purpose restrictions are met in the same reporting
period as the revenue is recognized.

Unconditional promises to give are recognized as revenues or support in the period the promise is received.
Unconditional promises to give due in the next year are recorded at their net realizable value. Unconditional
promises to give in subsequent years are recorded at their present value using an appropriate discount rate
commensurate with the risks involved. Conditional promises to give are recognized when the conditions on
which they depend are substantially met.

Revenue from certain government contract agreements is derived from cost-reimbursable government
contract agreements, which are conditioned upon certain performance requirements and once the goods
and services are provided by the Society. Receivables related to government agreements where services
have been performed but have yet to be reimbursed by government entities are included in accounts
receivable. At December 31, 2022 and 2021, receivables due from government entities totaled $590,221
and $779,169, respectively. Amounts received prior to incurring qualifying expenditures are reported as
refundable advances in the statement of financial position.

Program service fees are recognized as revenues when services have been rendered. Program service fees
received in advance are deferred to the applicable year in which the related services are performed or
expenditures are incurred and represent contract liabilities which are recorded as refundable advances in
the statements of financial position.

13



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Description of Society and summary of significant accounting policies (continued):

Revenue recognition (continued):

The Society allocates the transaction price for retail sales to each distinct product based on their relative
standalone selling price. Revenue is recognized when control of the product is transferred to the customer
(i.e., when the Society’s performance obligation is satisfied), which typically occurs at the point of sale.

Donated services:

A number of volunteers have donated time to the Society’s program services and fundraising campaigns.
However, these services are not reflected in the financial statements since the services did not require
specialized skills.

Tax positions:

The Society is a not-for-profit corporation as described in Section 501(c)(3) of the Internal Revenue Code and is
exempt from Federal income taxes, and is not a private foundation under Section 509(a)(2). In addition, the
Society qualifies for charitable contribution deduction under Section 170(b)(1)(a).

The Society did not identify any material unrecognized tax benefits upon evaluation of tax positions taken and
therefore, there was no material effect on the Society’s financial condition or results of operations.

The Society evaluates at each statement of financial position date uncertain tax positions taken, if any, to
determine the need to record liabilities for taxes, penalties, and interest. The Society’s policy is to record
interest and penalties on uncertain tax provisions as income tax expense. As of December 31, 2022 and 2021,
the Society had no accrued taxes, interest or penalties related to uncertain tax positions. The Society estimates
the unrecognized tax benefit will not change significantly within the next twelve months.

Promises to give:

Unconditional promises to give at December 31, 2022 and 2021 are comprised of the following:

2022 2021
Receivable in less than one year S 118,140 S 142,539
Receivable in one to five years 124,042 200,667
Total unconditional promises to give 242,182 343,206
Less present value adjustment 4,176 5,773
Net unconditional promises to give S 238006 S 337,433

14



THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Line of credit:

The Society has a line of credit with a bank, secured by unrestricted endowment investments which provides
for maximum borrowing of $1,000,000 through June 30, 2023. During 2022, the credit agreement required
monthly payments of interest at SOFR Index (1.06 % at December 31, 2022) plus 0.10% index adjustment plus
1.50%. During 2021, the credit agreement required monthly payments of interest at prime (3.25% at December
31, 2021) plus 0.75%. There were no amounts outstanding on the line of credit at December 31, 2022 or 2021.
The agreement includes covenants which require, among other considerations, annual audited financial
statements.

Fair value:

Financial and nonfinancial assets and liabilities are required to be remeasured on an annual basis. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (exit price) and establishes a fair value hierarchy based upon the
inputs used to measure fair value. The three levels of the fair value hierarchy are as follows:

Level 1 —-Inputs to the valuation methodology are unadjusted quoted prices in active markets that are accessible
at the measurement date for identical unrestricted assets or liabilities (for example, exchange quoted prices).

Level 2 — Inputs to the valuation methodology are observable inputs, other than Level 1 prices, such as quoted
prices for similar assets or liabilities in active markets, quoted prices in markets that are not sufficiently active
to qualify as Level 1, other observable inputs, or inputs that can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 — Inputs to the valuation methodology are significant to the fair value measurement and unobservable
(for example, supported by little or no market activity).

Financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant
to the fair value measurement. The Society’s assessment of the significance of a particular input to the fair value
measurement requires judgment and may affect the valuation of fair value assets and liabilities and their
placement within the fair value hierarchy levels.

The Society’s endowment investments, beneficial interest and comment collective trusts accounted for at fair
value at December 31, 2022 and 2021 are summarized below:

December 31, 2022 Fair Value Level 1 Level 2 Level 3

Cash and cash equivalents:
Money market funds S 3,156,818 S 3,156,818

Debt securities:

Treasury securities 17,093,592 17,093,592
Corporate bonds 5,780,002 5,780,002
22,873,594 22,873,594
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THE CLEVELAND SOCIETY FOR THE BLIND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Fair value (continued):

December 31, 2022

Equity securities:
Basic industry
Capital goods
Consumer cyclical
Consumer staples
Energy and utilities
Financial
Technology

Beneficial interest trusts
Common collective trusts

Net assets in fair value hierarchy

Investments reported at net
asset value (common fund) (A)

December 31, 2021

Cash and cash equivalents:
Money market funds

Debt securities:
Treasury securities
Corporate bonds

Equity securities:
Basic industry
Capital goods
Consumer cyclical
Consumer staples
Energy and utilities
Financial
Technology

Fair Value Level 1 Level 2 Level 3
9,298,038 9,298,038
10,528,006 10,528,006
6,040,255 6,040,255
3,760,139 3,760,139
8,090,888 8,090,888
8,596,571 8,596,571
10,808,995 10,808,995
57,122,892 57,122,892
15,851,195 S 15,851,195
408,229 408,229
16,259,424 16,259,424
99,412,728 $ 83,153,303 S 16,259,424 S
42,120
$ 99,454,848
Fair Value Level 1 Level 2 Level 3
S 5,849,163 S 5,849,163
19,359,241 19,359,241
4,249,589 4,249,589
23,608,830 23,608,830
11,225,202 11,225,202
11,926,778 11,926,778
9,120,477 9,120,477
3,507,876 3,507,876
8,418,902 8,418,902
9,822,052 9,822,052
16,136,227 16,136,227
70,157,514 70,157,514
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THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Fair value (continued):

December 31, 2021 Fair Value Level 1 Level 2 Level 3
Beneficial interest trusts 20,423,306 S 20,423,306
Common collective trusts 472,161 472,161

20,895,467 20,895,467

Net assets in fair value hierarchy 120,510,974 S 99,615,507 S 20,895,467 S

Investments reported at net
asset value (common fund) (A) 46,589

$120,557,563

(A) In accordance with Subtopic 820-10, investments that are measured at net asset value per share (or its
equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value amounts
presented in these tables are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statements of financial position.

The following is a description of the valuation methodologies used for assets measured at fair value at
December 31, 2022 and 2021. There have been no changes between the methodologies used at December 31,
2022 and 2021.

The cash and cash equivalents, debt securities and equity securities are valued at the quoted market prices
in active markets of shares held by the Society at year end.

The fair value of the common collective trusts are valued based on the unit value of the funds. Unit values
are determined by the trust companies sponsoring such fund by dividing the fund’s net assets at fair value by
its units outstanding at the valuation dates. The net asset value is used as a practical expedient to estimate
fair value. This practical expedient would not be used if it is determined to be probable that the funds will sell
the investment for an amount different from the reported net asset value. Participant transactions
(purchases and sales) may occur daily.

The beneficial interest trusts are valued at the fair value of the assets contributed to the trust, which is
estimated to approximate the present value of expected future distributions from the trusts.

The 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, while the Society believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies or assumptions
to determine the fair value of certain financial instruments could result in a different fair value measurement
as of the reporting date.
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THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Endowments:

The Society’s endowment includes both donor-restricted funds and funds designated by the Board of Trustees
to function as endowments. As required by U.S. GAAP, net assets associated with endowment funds, including
funds designated by the Board of Trustees to function as endowments, are classified and reported based on
the existence or absence of donor-imposed restrictions.

The management and Board of Trustees of the Society have interpreted the Unified Prudent Management of
Institutional Funds Act (UPMIFA), as adopted by the State of Ohio, as requiring the preservation of the fair value
of the original gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Society classifies as net assets with donor restrictions (a)
the original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.

In accordance with UPMIFA, the Society considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds: (1) the duration and preservation of the various
funds, (2) the purposes of the donor-restricted endowment funds, (3) general economic conditions, (4) the
possible effect of inflation and deflation, (5) the expected total return from income and the appreciation of
investments, (6) other resources of the Society, and (7) the Society’s investment policies.

Investment return objectives, risk parameters, and strategies:

The Society has adopted investment and spending policies, approved by the Board of Trustees, for endowment
assets that attempt to provide a predictable stream of funding to programs supported by its endowment funds
while also maintaining the purchasing power of those endowment assets over the long-term. Accordingly, the
investment process seeks to achieve an after-cost total real rate of return, including investment income as well
as capital appreciation, which exceeds the annual distribution with acceptable levels of risk. Endowment assets
are invested in a well-diversified asset mix, which includes cash, equity and debt securities that is intended to
result in a consistent inflation-protected rate of return that has sufficient liquidity to make an annual
distribution of 5%, while growing the funds if possible. Therefore, the Society expects its endowment assets,
over time, to produce an average rate of return of approximately 8% annually. Actual returns in any given year
may vary from this amount. Investment risk is measured in terms of the total endowment fund; investment
assets and allocation between asset classes and strategies are managed to not expose the fund to unacceptable
levels of risk.

Spending policy:

The Society has a policy of appropriating for distribution each year 5% of its board designated and permanently
restricted endowment fund’s average fair value of the prior 36 months ending September 30th preceding the
fiscal year in which the distribution is planned. In establishing this policy, the Society considered the long-term
expected return on its investment assets, the nature and duration of the individual endowment funds, many of
which must be maintained in perpetuity because of donor-restrictions, and the possible effects of inflation. The
Society expects the current spending policy to allow its endowment funds to grow at a nominal average rate of
3% annually. This is consistent with the Society’s objective to maintain the purchasing power of the endowment
assets as well as to provide additional real growth through new gifts and investment return. As a result of its
spending policy the Society transferred $3,646,379 during 2022 and $1,325,104 during 2021.
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THE CLEVELAND SOCIETY FOR THE BLIND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Endowments (continued):

Spending policy (continued):

Endowment net asset composition by the type of fund as of December 31, 2022 and 2021 are as follows:

2022 2021
Net assets without donor restrictions S 48,310,723 S 57,003,048
Net assets with donor restrictions 73,037,285 63,554,515
$121,348,008 $120,557,563

Changes in endowment net assets for the years ended December 31, 2022 and 2021 are as follows:

Net Assets Net Assets
Without With
Donor Donor
December 31, 2022 Restrictions Restrictions Total
Endowment assets, beginning of year S 57,003,048 S 63,554,515 $120,557,563
Investment return:
Earnings from beneficial trusts 1,829,291 1,829,291
Investment income 243,594 197,178 440,772
Net depreciation (7,794,031) (10,971,737) (18,765,768)
(7,550,437) (8,945,268) (16,495,705)
Appropriation of beneficial trusts for expenditure (1,829,291) (1,829,291)
Appropriation of endowment assets
for expenditure (2,015,184) (1,631,195) (3,646,379)
Annuity 14,414 14,414
Net asset reclassification 147,661 147,661
Contributions 725,635 21,874,110 22,599,745
Endowment assets, end of year $ 48,310,723 $§ 73,037,285 $121,348,008
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THE CLEVELAND SOCIETY FOR THE BLIND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Endowments (continued):

December 31, 2021

Endowment assets, beginning of year

Investment return:

Earnings from beneficial trusts
Investment income

Net depreciation

Appropriation of beneficial trusts for expenditure

Appropriation of endowment assets

for expenditure

Annuity

Contributions

Endowment assets, end of year

Split interest agreements:

Charitable gift annuities and charitable remainder trusts:

Net Assets Net Assets
Without With
Donor Donor
Restrictions Restrictions Total
S 49,130,126 S 56,277,131 $105,407,257
1,694,007 1,694,007
10,257,371 8,302,853 18,560,224
(3,157,600) (568,318) (3,725,918)
7,099,771 9,428,542 16,528,313
(1,694,007) (1,694,007)
(732,323) (592,781) (1,325,104)
13,410 13,410
1,505,474 122,220 1,627,694
$ 57,003,048 $ 63,554,515 $120,557,563

The Society is the beneficiary of several charitable gift annuities and a charitable remainder trust that are

managed by third-party trustees. The assets held in trust are recorded at fair value at the date of initial
recognition. The Society received new charitable gift annuities totaling $50,000 in 2022 and $30,000 in 2021.
At December 31, 2022 and 2021, total assets of $408,229 and $472,161, respectively, were held by the Society,
which are included in investments on the statements of financial position.

Under the terms of the trust agreements, designated beneficiaries are to receive regular payments from the
trust assets for the beneficiaries’ remaining life. Upon death of the beneficiaries, the assets are to be retained
for the Society’s use. At December 31, 2022 and 2021, liabilities of $215,922 and $160,973, respectively, were
recognized as obligations under annuity agreements. The liabilities represent the present value of the expected
beneficiary payments calculated based on the estimated life of the beneficiary and a discount rate. The discount
rates used to calculate the present value range from 2.7% to 9.8%.
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THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

Split interest agreements (continued):

Beneficial interest trusts:

The Society is the beneficiary of a number of perpetual trusts held by banks from which trust income is received
annually for the Society’s use. The assets are held by third-party trustees. Under the terms of the trusts, the
Society has the irrevocable right to receive a certain percentage of the income earned on the trust assets in
perpetuity. As of December 31, 2022 and 2021, assets of $15,851,195 and $20,423,306, respectively, were held
in trust funds, and are included with assets with donor restrictions. The assets are recorded at fair value, which
is estimated to approximate the present value of expected future distributions from the trusts. The change in
value of the perpetual trusts is recognized as revenue in the statements of activities and changes in net assets.

Defined contribution retirement plans:

The Society sponsors a defined contribution retirement plan under Internal Revenue Code 401(k) that covers
essentially all employees. Employer’s matching and nonelective contributions to the plan and corresponding
expenses amounted to $245,604 in 2022 and $202,623 in 2021.

The Society sponsors a 403(b) retirement plan, which was frozen in 1997. Since the plan was frozen, no
contributions were made since then.

Contingencies:

Grants, bequests, and endowments require the fulfillment of certain conditions as set forth in the instrument
of grant. Failure to fulfill the conditions could result in the return of the funds to grantors. Management believes
the Society has fulfilled the conditions set forth within all grant instruments.

Net assets with donor restrictions:

Net assets with donor restrictions are detailed as follows as of December 31, 2022 and 2021:

2022 2021
Restricted according to split-interest agreements S 192,307 S 311,188
For use within the Society’s various program services 585,730 435,789
Endowment 73,037,285 63,554,515

$ 73,815,322 S 64,301,492
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THE CLEVELAND SOCIETY FOR THE BLIND
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2022 AND 2021

COVID-19/Pandemic:

The COVID-19 pandemic has created economic uncertainties, which has contributed to significant volatility
for businesses including non-profit entities. Consequently, there is and will continue to be uncertainty and
risk with respect to the Society and its financial results that may have continuing adverse consequences for
an extended period of time. As a result, in 2020, the Society received significant funds from the Small
Business Administration’s (SBA) Paycheck Protection Program (PPP) forgivable loan program. This funding
was provided to assist with ongoing operations of the Society. Management has, and will continue to,
monitor the situation and make changes to its operations in an attempt to minimize any future financial
impact.

During 2021, the Society received a second forgivable loan from SBA’s PPP totaling $1,247,158. The Society
applied and received an approval for loan forgiveness from the financial institution and the SBA during

2021. Since the Society received approval for loan forgiveness, $1,247,158 is recognized as income in the
2021 statement of activities and changes in net assets as income from forgivable loan.

Subsequent events:

The Society has evaluated subsequent events through April 3, 2023, the date the financial statements were
available to be issued.
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