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AHP ANDREWS HOOPER PAVLIK PLC
A 844-497-5300 | www.ahp.cpa

CPAs & ADVISORS
Report of Independent Auditors

Board of Trustees
Midland Area Community Foundation
Midland, Michigan

Opinion

We have audited the accompanying financial statements of Midland Area Community
Foundation, which comprise the statements of financial position as of
December 31, 2025, and 2024, and the related statements of activities, for the year ended
December 31, 2025, the statements of cash flows and functional expenses 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 Midland Area Community Foundation as of December 31, 2025, and
2024, and the changes in its net assets and its cash flows for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our 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 Midland Area Community Foundation 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 Midland
Area Community Foundation’s ability to continue as a going concern within one year after the
date that the financial statements are available to be issued.

Andrews Hooper Paviik PLC is a member of Aliinial Global, an association of legally independent firms



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 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.

In performing an audit in accordance with GAAS, we:

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

+ 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.

» 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 Midland Area Community Foundation’s internal control.
Accordingly, no such opinion is expressed.

» 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.

« Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Midland Area Community Foundation’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.



Report on Summarized Comparative Information

We have previously audited the Midland Area Community Foundation’s 2024 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements
in our report dated April 2, 2025. In our opinion, the summarized comparative information
presented herein as of and for the year ended December 31, 2024, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

%W?é&i PLc

Midland, Michigan
April 3, 2026



Midland Area Community Foundation

Statements of Financial Position

Assets

Cash and cash equivalents
Investments

Prepaid expenses and other assets
Notes receivable - Impact Investing
Parks and improvements

Office facility and equipment, net
Total assets

Liabilities and net assets

Liabilities:
Accounts payable and accrued expenses
Grants and scholarships payable
Restricted organizational funds

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

See accompanying notes.

December 31

2025 2024
$ 2553479 $ 1,748,798
144,398,127 134,871,821
264,744 221,949
2,232,352 811,424
668,647 668,647
465,945 498,307

$ 150,583,294

$ 138,820,946

$ 515072 $ 1,274,983
148,500 125,195
4,758,546 4,050,458
5,422,118 5,450,636
142,710,729 131,116,227
2,450,447 2,254,083
145,161,176 133,370,310

$ 150,583,294

$ 138,820,946
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Operating activities
Change in net assets

Midland Area Community Foundation

Statements of Cash Flows

Year Ended December 31

Adjustments to reconcile change in net assets
to net cash from operating activities:

Depreciation

Net change in fair value of investments
Change in operating assets and liabilities:

Prepaid expenses and other assets

Notes receivable - Impact Investing

Accounts payable

Grants and scholarships payable
Restricted organizational funds
Net cash (used for) provided by operating activities

Investing activities
Purchases of equipment

Proceeds from sale of investments

Purchases of investments

Net cash provided by (used for) investing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Income taxes paid

See accompanying notes.

2025 2024
$ 11,790,866 $ 11,036,493
35,517 37,446
(17,358,350)  (11,383,178)
(42,795) 23,678
(1,420,928) (382,320)
(759,911) 1,171,614
23,305 21,560
708,088 603,980
(7,024,208) 1,129,273
(3,155) (7,630)
11,300,000 2,000,000
(3,467,956)  (3,824,388)
7,828,889 (1,832,038)
804,681 (702,765)
1,748,798 2,451,563
$ 2,553479 $ 1,748,798
$ 2,400 $ 2,935
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Midland Area Community Foundation
Notes to Financial Statements

December 31, 2025

1. Nature of Organization, Risks, and Uncertainties

Midland Area Community Foundation (Foundation) is organized as a not-for-profit community
foundation for the purpose of promoting and enabling community-wide philanthropic giving to
enrich and improve the lives of residents throughout the Michigan counties of Midland, Clare,
and Gladwin. Clare County and Gladwin County Community Foundations operate as affiliates
of the Foundation and all activity is included in these financial statements, as presented. In
fulfilling this mission, the Foundation receives and administers gifts and bequests that are used to
meet various needs.

The Foundation receives most of its contributions from numerous individuals, public and private
foundations, and businesses located in Midland County. Contributions from a small number of
large dollar amount donors may represent a material portion of total contribution revenue. The
composition of large dollar amount donors changes each year. A large dollar donor is one who
contributed at least 2% of the Foundation’s contributions in a given year. During the year ended
December 31, 2025, contributions from the Foundation’s large dollar donors represented
approximately 38% of contribution revenue. During the year ended December 31, 2024,
contributions from the Foundation’s large dollar donors represented approximately 63% of
contribution revenue.

The Foundation is a not-for-profit organization exempt from income tax under Section 501(c)(3)
of the Internal Revenue Code (Code). The Foundation has been classified as a publicly
supported charitable organization under Section 509(a)(1) of the Code and contributions to it are
tax deductible by donors within the limitations prescribed by the Code.

2. Summary of Significant Accounting Policies
Basis of Accounting and Presentation

The financial statements of the Foundation have been prepared in accordance with U.S. generally
accepted accounting principles (U.S. GAAP), which require the Foundation to report information
regarding its financial position and activities according to the following mutually exclusive net
assets classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
organization. These net assets may be used at the discretion of the Foundation’s
management and the board of directors.



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Basis of Accounting and Presentation (continued)

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Foundation or by the passage of time. Other donor restrictions are perpetual in
nature, whereby the donor has stipulated the funds be maintained in perpetuity.

Donor-restricted contributions are reporied as increases in net assets with donor restrictions.
When a restriction expires, net assets are reclassified from net assets with donor restrictions
to net assets without donor restrictions in the statements of activities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts in the financial statements and accompanying
notes. Actual results could differ from those estimates.

Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a hability (exit
price} in an orderly transaction between market participants at the measurement date. In
determining fair value, the Foundation uses various methods, including market, income, and cost
approaches. Based on these approaches, the Foundation often utilizes certain assumptions that
market participants would use in pricing the asset or liability, including assumptions about risk
and/or the risks inherent in the inputs to the valuation technique. These inputs can be readily
observable, market corroborated, or generally unobservable inputs. The Foundation utilizes
valuation techniques that maximize the use of observable inputs and minimize the use of
unobservable inputs. Based on the observability of the inputs used in the valuation techniques,
the Foundation is required to provide the following information according to the fair value
hierarchy.

10



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Fair Value Measurements (continued)

The fair value hierarchy ranks the quality and reliability of the information used to determine fair
values. Financial assets and liabilities carried at fair value are classified and disclosed in one of
the following three categories:

+ Level 1 — Quoted prices (unadjusted) for identical assets or liabilities in active markets
that the entity has the ability to access as of the measurement date.

« Level 2 — Significant other observable inputs other than Level | prices such as quoted
prices for similar assets or liabilities; quoted prices in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data.

» Level 3 — Significant unobservable inputs that reflect an entity’s own assumptions about
the assumptions that market participants would use in pricing an asset or liability.

In determining the appropriate levels, the Foundation performs a detailed analysis of the assets
and liabilities that are subject to the fair value standard. At each reporting period, all assets and
liabilities for which the fair value measurement is based on significant unobservable inputs are
classified as Level 3. For the years ended December 31, 2025 and 2024, the application of
valuation techniques applied to similar assets and liabilities has been consistent.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash deposits held in bank demand deposit accounts and
money market funds. Bank demand deposits are held by high-credit-quality financial institutions.
Although such cash balances exceeded the federally insured limits at certain times during the
year, they are, in the opinion of management, subject to minimal risk. Money market funds are
not federally insured. Management regularly reviews the financial health of the banking
institutions in which the balances exceed FDIC insurance limits as part of their due diligence.
Management believes these funds are subject to minimal risk since a significant portion of
securities held by money market funds consist of United States Treasury bonds or notes.

Investments

The Foundation reports investments in marketable securities and real estate at their fair values in
the statements of financial position. Unrealized gains and losses are included in investment
income or loss in the accompanying statements of activities.



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Investments (continued)

The Foundation’s investment portfolio consists of mutual funds including bond and equity funds.
These mutual funds invest in and hold investment securities that are exposed to various risks
such as interest rate, market, and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and such changes could materially affect the amounts
reported in the statements of financial position. Until its sale in 2025, the Foundation’s impact
investment in Davis Lodging LLC was accounted for on the equity method under which it was
carried at cost, adjusted for the Foundation’s proportionate share of its undistributed earnings or
losses.

Notes Receivable and Allowance for Credit Losses

Notes receivable are stated at amortized cost net of the allowance for credit losses. Amortized
cost is the principal balance outstanding net of charge-offs. The allowance for credit losses is an
estimate of amounts that may not be collectible. Changes in the allowance for credit losses are
recorded as credit loss expense (or reversal). Losses are charged off against the allowance when
the receivable is deemed uncollectible. Management considers the payment status of these loans,
historical experience, and expectations about current and future economic conditions. For
purposes of estimating expected credit losses on notes receivable, the Foundation has elected to
consider collection activity after the balance sheet date but before April 3, 2026 and to assume
that current conditions persist as permitted by FASB ASC 326-20-30-10E and FASB ASC 326-
20-30-10C. Based on management’s evaluation as of December 31, 2025, the estimate of
allowance for credit losses was determined to be immaterial and no allowance was recorded. All
payments have been made timely and there are no past due payments as of December 31, 2025.

Cash Surrender Value of Life Insurance

The Foundation is the owner of certain life insurance policies on the lives of various donors who
have named the Foundation as the beneficiary. These policies are valued at their cash surrender
value and the balance is included in prepaid expenses and other assets.

Parks and Improvements

Parks and improvements consist of Overlook Park and related improvements recorded at
estimated fair value at the date of donation plus any improvements.

12



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Office Facility and Equipment and Depreciation

The office facility and equipment are stated at cost, if purchased, or at the estimated fair value at
date of donation. Major improvements and renewals are capitalized while ordinary maintenance
and repairs are expensed. Depreciation is computed on the straight-line method and is based on
expected useful lives ranging from 3 to 39 years.

Restricted Organizational Funds

Restricted organizational funds are recorded as liabilities and consist of amounts received from
other not-for-profit organizations that specify the donor organization or a related organization as
the beneficiary. Investment earnings or losses allocated to the funds and distributions paid to the
beneficiary organization are recorded as increases and decreases, respectively, to the liability.
Distributions from restricted organizational funds are subject to the current spending policies of
the Foundation.

Net Asset Classifications

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as
follows:

Net Assets Without Donor Restrictions — Net assets not subject to donor-imposed restrictions.
The governing board has designated, from net assets without donor restrictions, a portion of net
assets for a board-designated endowment.

Net Assets With Donor Restrictions — Net assets subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage
of time or other events specified by the donor. Other donor-imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity. The Foundation
classifies net assets with perpetual donor-imposed restrictions as a) the original value of the gifts
and grants to permanent endowments, b) the original value of subsequent gifts to the permanent
endowments, and ¢) accumulations to the permanent endowments in accordance with the
applicable donor or grantor gift instrument. These perpetual net assets are part of the
Foundation’s endowment fund investments. Earnings on perpetually restricted net assets are
classified as net assets with donor restrictions until amounts are appropriated for expenditure
based on the donor’s intended purpose.



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Net Asset Classifications (continued)

Net assets with donor-imposed restrictions (other than perpetual restrictions} are also included as
part of the Foundation’s endowment fund. When a restriction expires, that is, when a stipulated
time restriction ends, or a purpose restriction is fulfilled, these net assets are reclassified to net
assets without donor restrictions and reported in the statements of activities as net assets released
from restrictions.

The Board, on advice of legal counsel, has determined that the majority of the Foundation’s net
assets do not meet the definition of an endowment under the Uniform Prudent Management of
Institutional Funds Act (UPMIFA). The Foundation is governed subject to the Goveming
Documents for the Foundation and most contributions are subject to the terms of the Governing
Documents and the related Fund or Gift Agreements. Certain contributions are received subject
to other gift or grant instruments, or are subject to specific agreements with the Foundation, and
may be recorded as net assets with donor restrictions or net assets without donor restrictions,
depending on the specific terms of the agreements.

Under the terms of the Governing Documents and the Fund or Gift Agreements, the Board has
the ability to modify any restrictions or condition on the distribution of funds that becomes, in
effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the
community or area of service. The Board also has the ability to distribute so much of the corpus
of any trust or separate gift, devise, bequest, or fund as the board in its sole discretion shall
determine. As a result of the ability to distribute corpus, all contributions not classified as with
donor restrictions are classified as net assets without donor restrictions for financial statement
purposes.

Contributions

Generally, contributions, including unconditional promises to give, are recorded at fair value
when received. Contributions of services, fixed assets, and other non-monetary contributions are
recorded at the donor’s estimated fair value. In 2025, all contributions were unrestricted and in
2024, contributions of $100 were restricted and the remaining were unrestricted.

Functional Classification of Expenses

The Foundation reporis its expenses on the statements of activities in functional classifications
based on direct identification, time studies, and floor space. Each category is defined as follows:

Program Services

Program service expenses are categorized into the Foundation’s four main areas of
community focus:
14



Midland Area Community Foundation

Notes to Financial Statements

December 31, 2025

2. Summary of Significant Accounting Policies (continued)
Functional Classification of Expenses (continued)

Program Services (continued)

Developing Our Talent (talent, education, youth development, and engagement): The local
area offers high quality education and learning opportunities throughout life, and the
community nurtures a skilled workforce and places high value on post-secondary learning.
The Foundation provides opportunities for children and youth to realize their hopes and
dreams.

Enriching Our Community (arts, culture, entertainment, recreation, diversity, community
leadership, and environment): The local area is a vibrant hub of arts, culture, entertainment
and recreational opportunities. The Foundation is committed to equality and inclusion, and
welcomes, embraces, and accepts all people. The local area is a sustainable community that
values and protects its natural resources.

Caring for Our People (human services, social services, poverty, housing, mental and
physical health, and public safety): The local community provides a coordinated and
comprehensive system of supportive health and human services so that all may thrive. The
Foundation encourages self-sufficiency and accepts its responsibility to collaborate to create
the safest community in the country.

Building Our Livelihood (economic development and infrastructure): The local area creates

and sustains competitive advantages for existing and future businesses. The Foundation is
well-connected and invests in physical and technological infrastructure.

Management and General

Management and general expenses include those expenses associated with the management
of the Foundation.

Fundraising

Fundraising expenses include those expenses associated with promoting and raising funds for
the Foundation.

Grant Awards

Grants are recorded as expenses when approved by the Foundation’s Board. Grant awards are
presented in the financial statements net of grant refunds.
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2. Summary of Significant Accounting Policies (continued)
Comparative Financial Information

The statements of activities include certain prior-year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with U.S, GAAP. Accordingly, such information should be read in
conjunction with the Foundation’s financial statements for the year ended December 31, 2024,
from which the summarized information was derived.

Income Tax

Generally, tax years from 2022 through the current year remain open to examination. The
Foundation does not believe that the results from any examination of these open years would
have a material adverse effect on the Foundation. The Foundation had unrelated business income
tax related to the income derived from the 15% ownership of Davis Lodging LLC. The
Foundation sold ownership interest in Davis Lodging LLC in 2025. The Foundation has paid
unrelated business income taxes and penalties which are reported in the statement of functional
expenses.

Risk and Uncertainties

The Foundation’s investments consist of mutual funds composed of stocks and bonds. These
investments are exposed to various risks, such as interest rate, market, and credit risks. Due to
the level of risk associated with certain investment securities, it is at least reasonably possible
that changes in values of investment securities will occur in the near-term and long-term and that
such changes could materially affect amounts reported in the Foundation’s financial statements.

The Foundation’s methodology for spending applies a spending rate to a rolling 20-quarter
average of the market value of assets (see Note 6). This allows spending to be consistent from
year to year and not subject to rapid changes in the markets and the economy. The Foundation
also maintains an operating reserve fund for administrative operating expenses, exclusive of
grantmaking. The monies in the operating reserve fund can be used with Board approval for
unanticipated operating expenses. There was no change to the approved endowment spending
rate for 2025 and no change is expected for 2026.

Subsequent Events

Management has evaluated subsequent events through April 3, 2026, which is the date the
financial statements were available to be issued.
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3. Investments

The following summarizes the cost basis and market value (carrying value) of investments.

December 31, 2025 December 31, 2024
Cost Market Cost Market
Fixed income mutual funds $ 25,139,826 $ 23,313,241 $24,111,130 § 21,549,022
Equity mutual funds 56,871,829 90,163,897 49,536,384 78,533,601
Hedge funds 10,320,025 22,718,718 13,157,400 23,013,836
Real asset funds 5,260,589 8,202,271 7,834,242 11,775,362
Investment in Davis
Lodging LLC (1)

$ 97,592,269 § 144,398,127 § 94,639,156 §$ 134,871,821

(1) The Foundation held a 15% interest in its Davis Lodging LLC investment. In 2019,
when the Foundation’s share of losses equaled the $365,528 carrying value of its
investment, the equity method of accounting was suspended, and no additional losses
were charged to investment earnings. The Foundation’s unrecorded share of the LLC’s
losses as of December 31, 2024 was $27,898. In 2025, the Foundation sold their
ownership interest and received $578,862 in cash, which was recorded as a gain due to
recording the investment using the equity method of accounting.

Components of investment income consisted of the following for the years ended December 31:

2025 2024

Interest and dividends $ 2,858,316 $ 3,252,109
Gain on sale of investment in Davis Lodging, LLC (1) 578,862 -
Net appreciation in fair value 17,037,522 10,663,399
Investment management and bank fees (125,589) (123,150}

20,349,111 13,792,358
Amounts aliocated to restricted organizational funds 369,077 267,050
Net investment income $20,718,188 $ 14,059,408




Midland Area Community Foundation
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December 31, 2025

4, Notes Receivable — Impact Investing

During the year ended December 31, 2021, the Foundation entered into a loan agreement with
Early Explorers Child Care & Learing Center as part of its impact investing initiative, which
positively impacts its focus areas of developing our talent, caring for our people, and building
our livelihood. The note receivable was signed on May 26, 2021, and requires monthly
payments of principal and interest at a fixed rate of 3.75%. The note is due in full on
June 13, 2026.

During the year ended December 31, 2023, the Foundation entered into a loan agreement with
Michele’s Montessori School, Inc. (Hosfeld Holdings), as part of its impact investing initiative,
which positively impacts its focus areas of developing our talent, caring for our people, and
building our livelihood. The note receivable was signed on June 1, 2023, and requires monthly
payments of principal and interest at a fixed rate of 6.00%. The note is due in full on
June 15, 2028.

During the year ended December 31, 2024, the Foundation entered into a loan agreement with
Sergey’s Bakery, as part of its impact investing initiative, which positively impacts its focus
areas of developing our talent, caring for our people, and building our livelihood. The note
receivable was signed on May |, 2024, and requires monthly payments of principal and interest
at a fixed rate of 6.25%. The note 1s due in full on July 15, 2029,

During the year ended December 31, 2024, the Foundation entered into a second loan agreement
with Sergey’s Bakery, as part of its impact investing initiative, which positively impacts its focus
areas of developing our talent, caring for our people, and building our livelihood. The note
receivable was signed on October 1, 2024, and requires monthly payments of principal and
interest at a fixed rate of 6.25%. The note is due in full on October 15, 2029.

During the year ended December 31, 2025, the Foundation entered into a loan agreement with
Nord Social, as part of its impact investing initiative, which positively impacts its focus areas of
developing our talent, caring for our people, and building our livelihood. The note receivable
was signed on January 8, 2025, and requires monthly payments of principal and interest at a
fixed rate of 5.75%. The note is due in full on February 15, 2030.

During the year ended December 31, 2025, the Foundation entered into a loan agreement with
River Caddis (Midland Caddis 4 MM, LLC), as part of its impact investing initiative, which
positively impacts its focus areas of developing our talent, caring for our people, and building
our livelihood. The note receivable was signed on August 29, 2025, and requires monthly
payments of interest at a fixed rate of 4.00% and principal to be paid as cash flow becomes
available. The note is due in full on September 15, 2045.
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4. Notes Receivable — Impact Investing (continued)

During the year ended December 31, 2025, the Foundation entered into a third loan agreement
with Sergey’s Bakery, as part of its impact investing initiative, which positively impacts its focus
areas of developing our talent, caring for our people, and building our livelihood. The note
receivable was signed on December 19, 2025, and requires monthly payments of principal and
interest at a fixed rate of 6.50%. The note is due in full on January 185, 2036,

Below is a table listing the impact investing as of December 31, 2025:

Original
Loan Principal

Amount QOutstanding
Early Explorers Child Care and Learning Center $ 200,000 $ 167,069
Michele’s Montessori School (Hosfeld Holdings) 250,000 232,534
Sergey’s Bakery 250,000 240,689
Sergey’s Bakery 150,000 145,436
Nord Social 300,000 296,624
River Caddis 1,000,000 1,000,000
Sergey’s Bakery 150,000 150,000
Total impact investing $ 2,300,000 $ 2,232,352

Scheduled payments, which include principal and interest amounts, to be received on impact
investing loans based on note agreements subsequent to December 31, 2025, are as follows:

2026 $ 311,495
2027 142,291
2028 343,794
2029 450,457
2030 328,822
Thereafter 1,693,897
3,270,756
Interest (1,038,404)
Total $ 2,232,352
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3. Office Facility and Equipment

Office facility and equipment consisted of the following as of December 31:

2025 2024
Land $ 65,000 3% 65,000
Building and improvements 788,327 788,327
Office furniture and fixtures 162,084 162,084
Office equipment 79,977 76,822
Computer software 67,649 67,649
Total cost 1,163,037 1,159,882
Accumulated depreciation (697,092) (661,575)
Office facility and equipment, net $ 465945 § 498307

6. Endowments
Endowment Funds

The Foundation’s endowment funds consist of 720 individual funds established for a variety of
purposes. The endowment funds consist of both donor-restricted endowment funds and funds
designated by the Board to function as endowments. Net assets associated with the endowment
funds, including funds designated by the Board to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Foundation has interpreted UPMIFA as requiring preservation of the fair value of the
original gift, as of the gift date, of donor-restricted endowment funds absent explicit donor
stipulations to the contrary. The Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds and board-
designated endowment funds:

(1) Duration and preservation of the fund

(2) Purposes of the Foundation and the donor restricted endowment fund

(3) General economic conditions

(4) Possible effect of inflation and deflation

(5) Expected return from income and the appreciation or depreciation of investments
(6) Other resources of the Foundation

(7) Investment policies of the Foundation
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6. Endowments (continued)
Endowment Funds and Changes Therein

The Foundation’s endowment net asset composition was as follows as of December 31, 2025:

Without With Donor Restrictions
Donor
Restrictions- Perpetual
Board Purpose Time
Designated  Restrictions  Restrictions Total
Endowment funds $ 131,110,912 §$ 1,450,447 § 1,000,000 $133,561,359

Changes in board designated and donor restricted endowment funds during the year ended
December 31, 2025 follows:

Without With Donor Restrictions
Donor
Restrictions- Perpetual
Board Purpose Time
Designated  Restrictions  Restrictions Total

Balance, December 31, 2024 $116,401,492 $ 1,254,083 §$ 1,000,000 $ 118,655,575
Invesiment income:

Interest and dividends 3,580,932 61,774 - 3,642,706
Net appreciation of investments 17,819,495 307,403 - 18,126,898
Net investiment income 21,400,427 369,177 - 21,769,604
Contributions 3,728,127 - - 3,728,127
Grants appropriated (4,634,756) (108,542) - (4,743,298)
Fees and expenses (5,784,378) (64,271) - (5,848,649)

Balance, December 31, 2025 $131,110,912  § 1,450,447 $ 1,000,000  $ 133,561,359

The Foundation’s endowment net asset composition was as follows as of December 31, 2024:

Without With Donor Restrictions
Donor
Restrictions- Perpetual
Board Purpose Time
Designated  Restrictions  Restrictions Total
Endowment funds $116,401,492 $1,254083 3 1,000,000 $118,655,575
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6. Endowments (continued)
Endowment Funds and Changes Therein (continued)

Changes in board designated and donor restricted endowment funds during the year ended
December 31, 2024 follows:

Without With Donor Restrictions

Donor
Restriction- Perpetual
Board Purpose Time
Designated  Restrictions  Restrictions Total
Balance, December 31, 2023 $105,651,669 § 1,146,484  § 1,000,000 $107,798,153
Investment income:
Interest and dividends 2,557,094 53,689 - 2,610,783
Net appreciation of investments 13,294,895 213,361 - 13,508,256
Net investment income 15,851,989 267,050 - 16,119,039
Contributions 4,116,043 100 - 4,116,143
Grants appropriated (4,454,685) (109,751) - {4,564,436)
Fees and expenses (4,763,524) (49,800) - (4,813,324)
Balance, December 31, 2024 $116,401,492 § 1,254,083 $ 1,000,000 $ 118,655,575

Funds with Deficiencies

From time to time, the fair value of investment assets associated with individual donor restricted
endowment funds may fall below the level that the donor or UPMIFA requires the Foundation to
retain as a fund of perpetual duration. In accordance with U.S. GAAP, deficiencies of this nature
are reported in unrestricted net assets. The fair value of the Foundation’s investment assets at
December 31, 2025 and 2024, associated with the endowment portion of its funds exceeded the
level required by the donor or UPMIFA to be retained as a fund of perpetual duration.

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for its investment portfolio that
attempt to provide a predictable stream of funding to programs supported by the investment
portfolio while seeking to maintain the purchasing power of the endowment investments.
Endowment assets include those assets of donor restricted funds that the Foundation must hold in
perpetuity or for a donor specified period and board designated funds. Decisions about individual
funds will not be made in isolation but rather in the context of the portfolio as a whole. As
approved by the Foundation’s Investment Committee, the investments are invested in a manner
that is intended to achieve a target rate of return that exceeds the consumer price index by at least
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6. Endowments (continued)
Return Objectives and Risk Parameters (continued)

5.50% on a net-of-fees basis over a five-year rolling average. The portfolio is also expected to
outperform a weighted benchmark index without exceeding a standard deviation of 1.2 times the
weighted benchmark index on a total return basis over the full market cycle. The benchmark
index is comprised of each asset class index weighted by its target allocation. Actual returns in
any given year may vary from target amounts.

Strategies Employed for Achieving Objectives

The Foundation’s investment portfolio is expected to endure into perpetuity. The Foundation
invests a significant portion of assets in equity or equity-like securities to meet performance
objectives. Management believes the long-term risk of not investing in growth securities
outweighs the short-term volatility risk of such securities. As a result, fixed income securities
will be used to lower the short-term volatility of the portfolio and to provide income stability,
especially during periods of weak or negative equity markets. Cash is not viewed as a strategic
asset of the portfolio, but instead is used to meet short-term liquidity needs. Other asset classes
are included to provide diversification (e.g., international equities) and incremental return (e.g.,
small cap equities).

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundation’s spending policy annually calculates the amount of money available for
distribution from the various endowed funds for grant making and administration. The
maximum spending policy is to distribute 5.00% of the average fair value over the prior 20
quarters determined as of September 30 of the year preceding the planned distributions. If the
market value of an endowment fund on September 30 exceeds the fund’s historic dollar value,
then the maximum allowable spending from that endowment fund shall be 5.00% of the previous
20 quarters moving average of the fund’s market value. However, spendable dollars may only
come from accumulated earnings on the fund. If the market value of an endowment fund on
September 30 is less than the fund’s historic dollar value, then the maximum allowable spending
from that endowment fund shall be the lesser of 1} 5.00% of the previous 20 quarter moving
average of the fund’s market value, or 2) the ordinary income earned on that fund during the
previous four calendar quarters. Accordingly, over the long term, the Foundation expects current
spending policy to allow its endowment assets to grow annually. This is consistent with the
Foundation’s objectives to maintain the purchasing power of the endowment assets and to
provide additional real growth through new gifts and investment return.
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7. Net Assets

Designated Net Assets - Designated net assets represent net assets without denor restrictions that
have been designated by the Board of Directors to function as an endowment fund as a reserve
for funding expenses for specific purposes, projects, or investments in future years.

Net Assets with Donor Restrictions — Included in donor-restricted net assets is $1,000,000 that is
perpetually restricted for youth philanthropy and volunteerism, through the Midland Area Youth
Action Council, an initiative of the Midland Area Community Foundation. Purpose-restricted
net assets, also restricted for youth philanthropy and volunteerism, were $1,450,447 at
December 31, 2025 and $1,254,083 at December 31, 2024.

8. Fair Value Measurements

The Level 2 investments consists of limited interest in private equity partnerships at fair value
and hedge funds. Management’s estimates of fair values of alternative investments are based on
information provided by the external investment and fund managers or the general partners.
Management also obtains and considers the audited financial statements of these investments
when evaluating the overall reasonableness of the recorded value. Alternative investments,
which do not have readily determinable market values as of December 31 are valued based on
the Foundation’s pro rata share of the net assets of each limited partnership based primarily on
the audited financial information provided by the investment manager or general partner.
Underlying investments in these funds may include equities, fixed-income securities,
commodities, currencies, and derivatives. Audited information is only available annuaily based
on the partnership’s or fund’s year-end. Because of the inherent uncertainty of valuations,
recorded amounts in the statements of financial position may differ from the values that would
have been reported, had a ready market existed. Included in the investment balance at
December 31, 2025 and 2024, the Foundation had no unsettled trade purchases and no unsettled
sales.

Fair value measurements for assets carried at fair value on a recurring basis were as follows as of
December 31:

2025
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Assets/  Observable Unobservable
Liabilities Inputs Inputs
Fair Value {Level 1) {Level 2) (Level 3)
Money market funds $ 1,512,845 § 1,512,845 $ - 3 -
Investment securities 144,398,127 121,679,408 22,718,719 -

$145910,972 $ 123,192,253  $22,718,719 § -
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8. Fair Value Measurements (continued)

2024
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Assets/  Observable Unobservable
Liabilities Inputs Inputs
Fair Value (Level 1) {Level 2) (Level 3)
Money market funds $ 305,577 $ 305,577 % - 3 -
Investment securities 134,871,821 111,857 985 23,013,836 -

$135,177,398 $ 112,163,562 $23,013,836 $ .

9. Liquidity and Availability of Resources

The Foundation maintains its primary operating bank account with a target minimum balance of
$50,000. Pursuant to a daily sweep arrangement with its financial institution, when the operating
account balance falls below $50,000, funds are automatically transferred from the Foundation’s
money market fund to the operating account to cover disbursements. Likewise, excess operating
cash may be swept into the money market fund. Because funds in the money market fund are
available for immediate withdrawal under this arrangement and are used to support general
operations, these balances are included as financial assets available to meet cash needs for
general expenditures within one year of the statement of financial position date. Due to the
sweep arrangement at December 31, 2025 the Foundation had a negative cash balance.

The Foundation has $2,553,479 of financial assets available within one year of the statement of
financial position date to meet cash needs for general expenditures consisting of cash of
$(697,572) and short-term investments of $3,251,051. None of the financial assets are subject to
donor or other contractual restrictions that make them unavailable for general expenditures
within one year of the statement of financial position. The Foundation has a goal to maintain
financial assets, which consist of cash and short-term investments, to meet normal operating
expenses, grants, scholarships, and projects expenses. The Foundation has a cash target range of
0% to 5% in its investment policy to structure its financial assets to be available as general
expenditures, liabilities, and other obligations come due. The Foundation has $49421,177
accumulated spendable funds available for distribution as of December 31, 2025. The entire
amount would not be typically distributed in one year; however, the Foundation receives
contributions on a regular basis and has sufficient long-term investments available to be
liquidated to meet the request, if it occurred.
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10. Retirement Plan

The Foundation maintains a deferred compensation plan qualified as in Internal Revenue Code
Section 403(b) plan for the Foundation’s employees. The 403(b) plan provides for an employer
matching contribution of up to 5% of the employees’ gross annual pay for all employees who
have been employed for more than six months. Contributions totaled $44,674 to the 403(b) plan
for the year ended December 31, 2025 and $39,416 for the year ended December 31, 2024,

11. Reclassification of Prior Year Presentation

Certain prior year amounts have been reclassified for consistency with the current year
presentation. These reclassifications had no effect on the reported results of operations.

12. Subsequent Event
During March 2026, the Foundation received approximately $230,000 from Michele’s

Montessori School (Hosfeld Holdings) to pay off early the note receivable outstanding as of
December 31, 2025, as described in Note 4.
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