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INDEPENDENT AUDITORS' REPORT
April 21, 2026

Board of Trustees
Bay Area Community Foundation and Subsidiary
Bay City, Michigan

Opinion

We have audited the consolidated financial statements of Bay Area Community Foundation and
Subsidiary (the "Foundation"), which comprise the consolidated statements of financial position as
of December 31, 2025 and 2024, and the related consolidated statements of activities, functional
expenses, and cash flows for the years then ended, and the related notes to the consolidated
financial statements (the "consolidated financial statements").

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of Bay Area Community Foundation and Subsidiary as
of December 31, 2025 and 2024, and the consolidated changes in its net assets and 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
Auditors' Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are required to be independent of the 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Foundation's ability to continue as a going concern within one year after the date that the
consolidated financial statements are available to be issued.

Independent Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditors' report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore 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
consolidated financial statements.

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the consolidated 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 consolidated 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 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
consolidated financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the 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.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ Consolidated Statements of Financial Position

December 31

ASSETS 2025 2024
Cash S 887,924 S 998,586
Investments 68,711,410 61,621,135
Prepaid expenses and other assets 74,041 66,616
Property and equipment, net 1,109,785 1,150,270
Nature conservatory 97,224 97,224
Total assets $ 70,880,384 S 63,933,831

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable S 17,973 S 19,916
Accrued liabilities 55,179 40,676
Agency funds held for others 3,039,959 2,732,742
Total liabilities 3,113,111 2,793,334
Net assets
Without donor restrictions
Undesignated 1,002,210 852,250
Designated by the board for capital and operating reserve 789,270 731,106
Designated by the board for endowment 60,469,670 54,310,564
Investment in property and equipment 1,109,785 1,150,270
Total without donor restrictions 63,370,935 57,044,190

With donor restrictions

Perpetual in nature 1,231,224 1,231,224
Restricted for specific purpose 1,106,439 971,513
Restricted for the passage of time 2,058,675 1,893,570
Total with donor restrictions 4,396,338 4,096,307

Total net assets

Total liabilities and net assets

67,767,273

61,140,497

$ 70,880,384

$ 63,933,831

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



BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ cConsolidated Statement of Activities

Year Ended December 31, 2025
Without Donor With Donor

Restrictions Restrictions Total
Support, revenue, and gains
Contributions and grants S 1,815,263 S 3,852 $§ 1,819,115
Net investment return 7,364,896 525,659 7,890,555
Rental income 42,654 - 42,654
Other income 131,898 2,704 134,602
Net assets released from
restrictions 232,184 (232,184) -
Total support, revenue, and gains 9,586,895 300,031 9,886,926
Expenses
Program expenses
Grant and scholarship awards 2,059,241 - 2,059,241
Grant making 384,920 - 384,920
Other 154,398 - 154,398
Total program expenses 2,598,559 - 2,598,559
Supporting services
General and administrative 564,551 - 564,551
Fundraising 97,040 - 97,040
Total expenses 3,260,150 - 3,260,150
Change in net assets 6,326,745 300,031 6,626,776
Net assets, beginning of year 57,044,190 4,096,307 61,140,497
Net assets, end of year S 63,370,935 S 4,396,338 $ 67,767,273

The accompanying notes are an integral part of these consolidated financial statements.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ cConsolidated Statement of Activities

Support, revenue, and gains
Contributions and grants
Net investment return
Rental income
Gain on sale of donated property
Other income
Net assets released from

restrictions

Total support, revenue, and gains
Expenses
Program related
Grant and scholarship awards
Grant making
Other
Total program related
Supporting services
General and administrative
Fundraising
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

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

Year Ended December 31, 2024

Without Donor

With Donor

Restrictions Restrictions Total
S 2,580,000 2,585,257
6,776,523 7,288,422
48,603 48,603
11,341 11,341
143,779 141,827
365,885 -
9,926,131 10,075,450
1,884,759 1,884,759
318,035 318,035
94,769 94,769
2,297,563 2,297,563
518,816 518,816
157,321 157,321
2,973,700 2,973,700
6,952,431 7,101,750
50,091,759 54,038,747

$ 57,044,190

$ 61,140,497




BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ consolidated Statement of Functional Expenses

Grant and scholarship awards

Salaries and wages

Payroll taxes

Employee benefits

Projects

Dues and staff development

Public relations and
community development

Events

Professional fees

Office supplies and expenses

Information technology

Occupancy

Depreciation

Insurance

Other

Total expenses

Year Ended December 31, 2025

Program Expenses

Supporting Services

Grant Making
and
Scholarship General and
Awards Other Administrative  Fundraising Total
S 2,059,241 S - S - S - $§ 2,059,241
231,144 - 245,351 35,206 511,701
17,272 - 16,737 2,631 36,640
37,948 - 36,774 5,780 80,502
- 143,094 - - 143,094
21,869 - 21,769 3,331 46,969
966 11,304 1,299 14,119 27,688
6,446 - - 25,423 31,869
21,404 - 20,741 3,260 45,405
7,424 - 7,196 1,130 15,750
28,066 - 27,195 4,275 59,536
3,646 - 120,082 555 124,283
891 - 51,576 136 52,603
6,019 - 14,063 916 20,998
1,825 - 1,768 278 3,871
$ 2,444,161 $ 154,398 $ 564,551 S 97,040 $ 3,260,150

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



BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ consolidated Statement of Functional Expenses

Grant and scholarship awards

Salaries and wages

Payroll taxes

Employee benefits

Projects

Dues and staff development

Public relations and
community development

Events

Professional fees

Office supplies and expenses

Information technology

Occupancy

Depreciation

Insurance

Conservatory upkeep

Other

Total expenses

Year Ended December 31, 2024

Program Expenses

Grant Making

Supporting Services

and
Scholarship General and
Awards Other Administrative Fundraising Total
S 1,884,759 S - S - S - $ 1,884,759
195,671 4,987 228,770 52,932 482,360
14,930 380 15,558 4,039 34,907
25,769 657 26,853 6,971 60,250
- 75,578 - - 75,578
11,812 301 12,628 3,196 27,937
407 11,314 475 12,890 25,086
8,606 - - 60,835 69,441
23,453 598 24,440 6,344 54,835
5,120 130 5,336 1,385 11,971
23,233 592 24,212 6,285 54,322
3,392 87 93,366 917 97,762
620 16 52,928 168 53,732
3,792 97 11,426 1,026 16,341
- - 15,207 - 15,207
1,230 32 7,617 333 9,212
$ 2,202,794 $ 94,769 $ 518,816 $ 157,321 $ 2,973,700

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



BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ Consolidated Statements of Cash Flows

Year Ended December 31

2025 2024
Cash flows from operating activities
Contributions and grants S 1,819,115 $ 2,585,257
Net investment income 2,622,811 2,533,610
Rental income 42,654 48,603
Other income received 127,177 143,211
Grant and scholarship payments (2,059,241) (2,029,107)
Payments to and on behalf of employees (628,843) (577,517)
Payments to vendors (506,902) (453,646)
Net change in cash from operating activities 1,416,771 2,250,411
Cash flows from investing activities
Purchases of investments (2,685,065) (4,446,250)
Proceeds from sales and maturities of investments 1,169,751 1,877,117
Proceeds from sale of donated property - 194,017
Purchases of property and equipment (12,119) -
Net change in cash from investing activities (1,527,433) (2,375,116)
Net change in cash (110,662) (124,705)
Cash, beginning of year 998,586 1,123,291
Cash, end of year S 887,924 S 998,586

The accompanying notes are an integral part of these consolidated financial statements.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

I Notes to Consolidated Financial Statements

1.

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation and Nature of Organization

The accompanying consolidated financial statements include the accounts of Bay Area Community
Foundation ("BACF") and its subsidiary, Pere Marquette Depot LLC ("PMD") (collectively, the
"Foundation"). Pere Marquette Depot LLC is consolidated herein because Bay Area Community Foundation
has an economic interest in the organization, and also holds a majority voting interest in the organization's
governing Board of Trustees. All significant inter-entity accounts and transactions have been eliminated in
consolidation.

Bay Area Community Foundation was established in April 1982 as a Michigan nonprofit organization. BACF,
located in Bay City, Michigan, inspires philanthropy and empowers individuals to create a better
community by receiving gifts, grants, and bequests for the purpose of making charitable grants to
approved organizations primarily in the Bay and Arenac counties. Pere Marquette Depot, a single member
LLC, wholly owned by BACF, owns, operates, and works to preserve the historic Pere Marquette Depot
building in downtown Bay City, as well as educating the public as to the building's historic significance.

Concentration Risks

The Foundation invests in various investment securities. Investment securities are exposed to various risks
such as interest rate, market, and credit risk. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the fair values of investment securities will occur
in the near term and that such changes could materially affect the account balances and the amounts
reported in the consolidated statements of financial position and consolidated statements of activities.

Net Assets
Net assets, support, revenues, gains and losses are classified based on the existence or absence of donor or

grantor imposed restrictions. Accordingly, net assets and changes therein are classified and reported as
follows:

Net Assets Net assets available for use in general operations and not subject to donor (or
Without Donor certain grantor) restrictions. The governing board has designated, from net assets
Restrictions: without donor restrictions, net assets for a capital and operating reserve and board-

designated endowment.

Net Assets Net assets subject to donor (or certain grantor) imposed restrictions. Some donor
With Donor imposed restrictions are temporary in nature, such as those that will be met by the
Restrictions: passage of time or other events specified by the donor. Other donor imposed

restrictions are perpetual in nature, where a donor stipulates that the resource be
maintained in perpetuity. Donor imposed restrictions are released when a
restriction expires, that is, when the stipulated time has elapsed, stipulated purpose
for which the resources was restricted has been fulfilled or both.



BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY
I Notes to Consolidated Financial Statements
Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America ("GAAP") requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of income
and expenses during the year. Actual results could differ from those estimates.

Cash

Cash consist of cash on hand and demand deposits in banks. The Foundation considers all cash held in
brokerage accounts to be investments on the accompanying consolidated statement of financial position.
The Foundation maintains deposit accounts with various financial institutions in amounts, which, at times,
may exceed federally insured limits. Management does not believe the Foundation is exposed to any
significant interest rate or other financial risk as a result of these deposits.

Unconditional Promises to Give, Contributions and Grants

Contributions, including unconditional promises to give, are recognized in the period received
unconditionally or when verifiable evidence that the promise was made exists. Contributions that are
restricted by the donor are reported as increases in net assets without donor restrictions if the restrictions
expire in the fiscal year in which the contributions are recognized. All other restricted contributions are
reported as increases in net assets with donor restrictions. When a restriction expires, net assets with
donor restrictions are reclassified to net assets without donor restrictions. Conditional promises to give -
that is, those with a measurable performance or other barrier and a right of return - are not recognized
until the conditions on which they depend have been met. Donated investments and other noncash
donations are recorded as contributions at their estimated fair values at the date of donation. Conditional
contributions are not recognized as support until the barriers are overcome by the Foundation.

The Foundation reports unconditional promises to give at present value, discounted using the risk adjusted
rate to reflect the time value of money. The Foundation uses the allowance method to determine
uncollectible unconditional promises to give. The allowance is based on prior years' experience and
management's analysis of specific promises made.

Investments

Investment purchases are recorded at cost, or if donated, at fair value on the date of donation. Thereafter,
investments are reported at fair value in the consolidated statement of financial position. The Foundation's
investment in the Limited Partnership is measured at the net asset value ("NAV") reported by the fund
managers, which is used as a practical expedient to fair value. Funds measured at NAV are not classified in
the fair value hierarchy. Therefore, there may be a material difference between their estimated value and
the value that would have been used had a readily determinable fair value for such investments existed.
Purchases and sales of investments are recorded on a trade-date basis. Dividends are recorded on the ex-
dividend date. Realized and unrealized gains and losses are reflected in the net investment return caption
on the consolidated statement of activities. Investment return is reported net of external investment
expenses.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY
I Notes to Consolidated Financial Statements

The Foundation maintains investment accounts for its term and permanent endowments, and funds
designated by the Board of Trustees to function as endowments. Realized and unrealized gains and losses
from securities in the pooled investment accounts are allocated monthly based on the relationship of the
market value of each endowment fund to the total market value of the pooled investment accounts, as
adjusted for additions to or deductions from those accounts.

Fair Value Measurements

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
guoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are
described as follows:

Level 1: This level is defined as observable inputs, such as quoted prices in active markets for
identical assets and liabilities.

Level 2: This level is defined as observable inputs other than Level 1 prices for similar assets
or liabilities, such as quoted prices in active markets, quoted prices in markets that
are not active, or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.

Level 3: This level is defined as unobservable inputs in which little or no market data exists,
therefore requiring an entity to develop its own valuation methodology and
assumptions.

See Note 3 for additional information regarding fair value measurements.
Property, Equipment, and Depreciation

Property and equipment is stated at cost net of accumulated depreciation. Major improvements and
renewals are capitalized while ordinary maintenance and repairs are expensed as incurred. Management
reviews these assets for impairment whenever events or changes in circumstances indicate the related
carrying amount may not be recoverable. Depreciation is provided using the straight-line method over the
estimated useful lives of the assets, which range from approximately 2 to 50 years.

Grant and Scholarship Awards

Unconditional grants are recorded as an expense at the time of formal approval by the Board of Trustees,
regardless of the year in which the grant is paid. Unconditional grants to be paid over a period of more
than one year are recorded at their estimated present value. Conditional grants, if any, are expensed when
the underlying conditions are met. Payments made in advance to charitable organizations for which
conditions have not yet been satisfied are classified as third-party advances in the consolidated statements
of financial position.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY
I Notes to Consolidated Financial Statements
Functional Allocation of Expenses

The consolidated financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. The cost of program and supporting service activities have been
summarized on a functional basis in the consolidated statements of activities. The consolidated statements
of functional expenses present the natural classification detail of expenses by function. Accordingly, certain
costs have been allocated among program and supporting services benefited. Therefore, expenses require
allocation on a reasonable basis that is consistently applied. Expenses are allocated on the basis of
estimates of time and effort. Expenses for PMD are allocated to general and administrative based on the
nature of their operations. Although the methods of allocation used are considered appropriate, other
methods could be used that would produce different amounts.

Income Taxes

Bay Area Community Foundation is a not-for-profit organizations that is exempt from federal income tax
under Section 501(c)(3) of the Internal Revenue Code and are exempt from similar state and local taxes.
Although the Foundation was granted income tax exemption by the Internal Revenue Service, such
exemption does not apply to "unrelated business taxable income". Pere Marquette Depot LLC is a single
member LLC and is considered a disregarded entity of Bay Area Community Foundation for federal income
tax purposes and is combined with Bay Area Community Foundation for tax reporting purposes. As a result,
there are no amounts provided for income taxes in these consolidated financial statements related to Pere
Marquette Depot LLC.

The Foundation analyzes its income tax filing positions in the federal and state jurisdictions where it is
required to file income tax returns, as well as all open tax years in these jurisdictions, to identify potential
uncertain tax positions. The Foundation treats interest and penalties attributable to income taxes, and
reflects any charges for such, to the extent they arise, as a component of its general and administrative
expenses.

The Foundation has evaluated its income tax filing positions for years 2022 through 2025, the years which
remain subject to examination as of December 31, 2025. The Foundation concluded that there are no
significant uncertain tax positions requiring recognition or disclosure in these consolidated financial
statements. The Foundation does not expect the total amount of unrecognized tax benefits ("UTB") (e.g.
tax deductions, exclusions, or credits claimed or expected to be claimed) to significantly change in the next
twelve months. The Foundation does not have any amounts accrued for interest and penalties related to
UTBs at December 31, 2025 and 2024, and is not aware of any claims for such amounts by federal or state
income tax authorities.

Reclassification

Certain amounts as reported in the 2024 consolidated financial statements have been reclassified to
conform with the 2025 presentation.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

I Notes to Consolidated Financial Statements
Subsequent Events
In preparing these consolidated financial statements, the Foundation has evaluated, for potential
recognition or disclosure, significant events or transactions that occurred during the period subsequent to
the most recent consolidated statement of financial position presented herein, through the date the
accompanying consolidated financial statements were available to be issued.

2. LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditures, that is, without donor or other restrictions limiting their
use, within one year, are comprised of the following as of December 31:

2025 2024
Cash S 887,924 S 998,586
Endowment spending-rate
and appropriations 2,047,905 1,901,484
Total $ 2,935,829 $ 2,900,070

Endowment funds consist of donor-restricted endowments and board-designated endowments. Income
from donor-restricted endowments that are restricted for a specific purpose are not available for general
expenditure. As described in Note 8, the Foundation's board designated endowments of $60,469,670 and
$54,310,564 as of December 31, 2025 and 2024, respectively, are subject to an annual spending rate. For
the years ended December 31, 2025 and 2024, this rate was 4.5% and $2,047,905 and $1,901,484,
respectively, of appropriation from the board-designated endowments will be available within the next 12
months. Although the Foundation does not intend to spend from this board-designated endowment (other
than the amounts appropriated per the board's annual spending rate approval) these amounts could be
made available if necessary.

The Foundation manages its cash available for grant purposes by examining the purpose for which the fund
was established, whether the fund is endowed or not. Most funds that are not endowed are invested in
the Foundation's short-term pool made of various money market funds. Funds held in the short-term pool
are subject to withdrawal at any time. The board designates a portion of any operating surplus to the
Foundation's capital and operating reserve, which was $789,270 and $731,106 as of December 31, 2025
and 2024, respectively. Capital preservation and liquidity are paramount.

3. FAIR VALUE MEASUREMENTS

The Foundation utilizes fair value measurements to record fair value adjustments to certain assets and to
determine fair value disclosures. Investments are recorded at fair value on a recurring basis.

The following is a description of the valuation methodologies used for financial assets measured at fair

value at December 31, 2025 and 2024. There have been no changes in the methodologies used to
determine fair value.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ Notes to Consolidated Financial Statements

Mutual Funds and Money Market Funds

Mutual funds are valued at quoted market prices that represent the NAV of shares held by the fund at year
end and are classified as Level 1. These funds are required to publish their daily NAV and to transact at that
price. The mutual funds held by the Foundation are deemed to be actively traded, and are classified as Level
1. Fair value measurement of money market funds is based upon the closing price reported on the active
market in which the securities are traded, and are classified as Level 1.

Investments Valued at NAV

Investments valued at NAV consist of an investment in a Limited Partnership. Such investments do not have a
readily determinable fair value and are measured at NAV as a practical expedient for fair value.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although Foundation management 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 these assets could result in a different fair value
measurement at the reporting date.

Assets Recorded at Fair Value on a Recurring Basis

The following tables set forth by level, within the fair value hierarchy, the recorded amount of assets
measured at fair value on a recurring basis as of December 31:

Assets at Fair Value
2025 Level 1 Level 2 Level 3 Total

Investment securities
Mutual funds - equity

Large cap broad $ 16,514,283 S - S - $ 16,514,283
Mid cap broad 9,394,638 - - 9,394,638
Small cap growth 3,945,991 - - 3,945,991
Large cap growth 6,239,882 - - 6,239,882
Emerging markets 2,334,893 - - 2,334,893
Large cap value 5,933,569 - - 5,933,569
International growth 2,961,962 - - 2,961,962
International value 2,829,240 - - 2,829,240
Total equity 50,154,458 - - 50,154,458
Mutual funds - fixed
Intermediate core 7,643,366 - - 7,643,366
Inflation protected 2,296,988 - - 2,296,988
Total fixed income 9,940,354 - - 9,940,354
Money market funds 2,099,956 - - 2,099,956
$ 62,194,768 $ - S - 62,194,768
Investments carried at NAV - Limited Partnership 6,516,642
Total investments $ 68,711,410

14



BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ Notes to Consolidated Financial Statements

Assets at Fair Value
2024 Level 1 Level 2 Level 3 Total

Investment securities
Mutual funds - equity

Large cap broad S 13,840,996 §$ - S - $ 13,840,996
Mid cap broad 8,260,224 - - 8,260,224
Small cap growth 3,691,087 - - 3,691,087
Large cap growth 5,475,788 - - 5,475,788
Emerging markets 1,803,099 - - 1,803,099
Large cap value 5,009,183 - - 5,009,183
International growth 4,679,593 - - 4,679,593
Total equity 42,759,970 - - 42,759,970
Mutual funds - fixed
Intermediate core 7,064,294 - - 7,064,294
Inflation protected 2,149,408 - - 2,149,408
Total fixed income 9,213,702 - - 9,213,702
Money market funds 3,332,724 - - 3,332,724
Endowment cash 192,509 - - 192,509
$ 55,498,905 $ - S - 55,498,905
Investments carried at NAV - Limited Partnership 6,122,230
Total investments $ 61,621,135

Limited Partnership: The Limited Partnership invests primarily in a diversified portfolio of equity securities of
small capitalization companies, pursuing long-term capital appreciation by employing a relative value
approach to identify attractive US small-capitalization equity securities. These investments are long-term and
may provide little, if any, current income. At December 31, 2025 and 2024 there were no unfunded
commitments and the redemption notice and frequency for the limited partnership are monthly.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY

[ Notes to Consolidated Financial Statements

4,

PROPERTY AND EQUIPMENT

Net property and equipment consists of the following components at December 31:

2025 2024

Land, building, and

building improvements $ 1,469,854 S 1,469,854
Office equipment 16,823 4,704
Furniture and fixtures 32,439 32,439
Total 1,519,116 1,506,997
Less accumulated depreciation 409,331 356,727
Net property and equipment $ 1,109,785 $ 1,150,270

Depreciation expense was $52,603 and $53,732 for 2025 and 2024, respectively.
NATURE CONSERVATORY

During 2003, the Foundation was notified it was the beneficiary of the Robert Carrier Estate, which included
real property located at 10 Carrier Lane. Therefore, the Foundation recorded $190,900 based on initial
estimates of the property value. During 2005, the property was legally transferred to the Foundation, and
was valued at $279,900 at the time of transfer. In the original testament, the property may not be sold or
developed by the Foundation but rather maintained in its natural state and forever preserved as a nature
conservancy. In 2022, the Foundation legally split the property into three separate parcels. During 2024,
upon approval of the remaining donor family member, one of the parcels was sold to an unrelated entity for
proceeds of $205,358 and resulted in a gain on sale of $11,341. The parcels still held by the Foundation are
recorded $97,224 at December 31, 2025 and 2024, based on the assessed value of the remaining land.
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BAY AREA COMMUNITY FOUNDATION AND SUBSIDIARY
. Notes to Consolidated Financial Statements

6. AGENCY FUNDS HELD FOR OTHERS

These funds include donations from not-for-profit organizations for a fund that benefits the same not-for-
profit organization. Although all donations received are legally owned by the Foundation and remain its
assets, because the monies come from the beneficiary organization, it is considered a reciprocal transfer,
and as such, the Foundation reports an offsetting liability. This liability is equal to the donations from the
organization plus the fund's realized and unrealized market gains (losses) and investment income less fees
and grant awards. The Foundation includes these funds in net assets designated by the board for

endowment and expects them to grow over time.

The following table summarizes the activity in such funds for the years ended December 31:

2025 2024
Beginning fund balances S 2,732,742 S 2,482,414
Net investment return 348,814 327,450
Gifts received 44,389 12,793
Grants distributed (85,986) (89,915)
Ending fund balances $ 3,039,959 $ 2,732,742

7. RESTRICTIONS ON NET ASSETS

Net assets with donor restrictions are restricted for the following purposes or periods at December 31:

2025 2024
Subject to the passage of time S 41,644 $ 38,960
Endowments
Donor-restricted term endowment funds
field of interest 2,017,031 1,854,610
Donor-restricted perpetual endowment funds
field of interest 1,134,000 1,134,000
Unspent earnings on donor-restricted
perpetual endowment funds 1,106,439 971,513
Total endowments 4,257,470 3,960,123
Not subject to spending policy or
appropriations:
Carrier Estate Nature Conservatory 97,224 97,224
Total net assets with donor restrictions S 4,396,338 $ 4,096,307
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8.

ENDOWMENT

The Foundation's endowment consists of 439 and 417 individual funds at December 31, 2025 and 2024,
respectively, established for a variety of purposes. Its endowment includes donor-restricted term and
permanent endowment funds and funds designated by the Board of Trustees to function as endowments.
As required by 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.

Interpretation of Relevant Law
The Board of Trustees, has determined that a majority of the Foundation's net assets meet the definition of
endowment funds under the Uniform Prudent Management of Institutional Funds Act ("UPMIFA"). The
Foundation is governed subject to the Bay Area Community Foundation By-Laws (the "By-Laws") and most
donor contributions are received subject to the terms of the By-Laws. Under the terms of the By-Laws, the
Board of Trustees has the ability to distribute as much of the corpus of any trust or separate gift, devise,
bequest or fund as the Board in its sole discretion shall determine. In accordance with UPMIFA, the
Foundation considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds:

1. The duration and preservation of the fund,

2. The purposes of the Foundation and the donor-restricted endowment fund,

3. General economic conditions,

4. The possible effect of inflation and deflation,

5. The expected total return from income and appreciation of investments,

6. Other resources of the Foundation, and

7. The investment policies of the Foundation.
As a result of the ability to distribute corpus, the Board of Trustees has determined that all contributions
received subject to the By-Laws, and subject to UPMIFA, are classified as net assets without donor
restrictions. Contributions that are subject to other gift instruments may be recorded as net assets with or
without donor restrictions, depending on the specific terms of the agreement.
Generally, if the corpus of a contribution will at some future time become available for spending it is

recorded as a restricted term endowment, and if the corpus never becomes available for spending it will be
reported as a restricted perpetual endowment.
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The following is a summary of the Foundation's endowment and changes therein for the years ended
December 31:

Without Donor  With Donor
2025 Restrictions Restrictions Total

Endowment net assets
composition by type of fund
Donor-restricted term

endowment funds S - $ 2,017,031 $ 2,017,031
Donor-restricted
perpetual endowment funds - 2,240,439 2,240,439
Board-designated
endowment funds 60,469,670 - 60,469,670
Total endowment net assets S 60,469,670 $ 4,257,470 $ 64,727,140
Changes in endowment net assets
Net investment return S 7,283,594 S 525,659 S 7,809,253
Contributions, other revenue,
and transfers 2,071,997 3,852 2,075,849
Administrative expenses (584,306) (42,456) (626,762)
Appropriation of endowment
assets for expenditure (2,612,179) (189,708) (2,801,887)
Changes in endowment net assets 6,159,106 297,347 6,456,453
Endowment net assets,
beginning of year 54,310,564 3,960,123 58,270,687
End of year S 60,469,670 $ 4,257,470 $ 64,727,140
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Without Donor  With Donor
2024 Restrictions Restrictions Total

Endowment net assets
composition by type of fund
Donor-restricted term

endowment funds S - S 1,854,610 $ 1,854,610
Donor-restricted
perpetual endowment funds - 2,105,513 2,105,513
Board-designated
endowment funds 54,310,564 - 54,310,564
Total endowment net assets $ 54,310,564 $ 3,960,123 $ 58,270,687

Changes in endowment net assets

Net investment return S 6,681,844 S 511,899 S 7,193,743
Contributions and other revenue
and transfers 2,942,478 5,257 2,947,735
Administrative expenses (517,529) (40,646) (558,175)
Appropriation of endowment
assets for expenditure (2,237,530) (142,563) (2,380,093)
Changes in endowment net assets 6,869,263 333,947 7,203,210

Endowment net assets,
beginning of year 47,441,301 3,626,176 51,067,477

End of year $ 54,310,564 $ 3,960,123 $ 58,270,687

Funds with Deficiencies

From time to time, certain donor-restricted endowment funds may have fair values less than the amount
required to be maintained by donors or by law (underwater endowments). The Foundation Board has
interpreted UPMIFA to permit spending from underwater endowments in accordance with prudent
measures required under law. No endowments were underwater at December 31, 2025 or 2024.
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Investment and Spending Policy

The Foundation has adopted investment policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets to provide the necessary capital to fund the spending policy,
and to cover the cost of managing the Endowment investments. The target minimum rate of return is the
Consumer Price Index plus spending rate plus administrative fees on an annual basis. Actual returns in any
given year may vary from this amount. To satisfy this long-term rate-of-return objective, the investment
portfolio is structured on a total-return approach through which investment returns are achieved through
both capital appreciation (realized and unrealized) and current yield (interest and dividends). A significant
portion of the funds are invested to seek growth of principal over time.

The Foundation uses an endowment spending rate formula to determine the maximum amount to spend
from the Endowment, including those endowments deemed to be underwater, each year. The rate is
determined and adjusted from time to time by the Board of Trustees; it applies the average fair value of the
Endowment investments for the prior 16 quarters at September of each year to determine the spending
amount for the upcoming year. During 2025 and 2024, the spending rate maximum was 4.5%. In
establishing this policy, the Foundation considered the long-term expected rate of return on the
Endowment and set the rate with the objective of maintaining the purchasing power of the Endowment
over time.

9. EMPLOYEE BENEFIT PLANS
Effective January 1, 2005, the Foundation established a SIMPLE IRA retirement plan for all eligible
employees. Any employee who earned at least $5,000 in the previous year and is reasonably expected to
earn $5,000 in the current year is eligible to participate. The cost to the Foundation was approximately

$13,000 and $11,000 for 2025 and 2024, respectively.
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