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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of Children's Harbor, Inc.

Opinion

We have audited the accompanying consolidated financial statements of Children's Harbor, Inc. (an
Alabama corporation), and affiliated entity, 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.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Children's Harbor, Inc. and affiliated entity, as of December 31,
2025 and 2024, and the results of their operations and their 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. 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 Children's Harbor, Inc. and affiliated entity, and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Consolidated Financial Statements

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

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 Children's
Harbor, Inc. and affiliated entity’s ability to continue as a going concern within one year after the date
that the consolidated financial statements are available to be issued.



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 generally accepted auditing standards 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 generally accepted auditing standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audits.

o 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 Children's Harbor, Inc. and affiliated entity’s internal control.
Accordingly, no such opinion is expressed.

o 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Children's Harbor, Inc. and affiliated entity’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 Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The Schedule of Program Services and Schedule of Lake Martin Expenses
are presented for purposes of additional analysis and are not a required part of the consolidated
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the consolidated
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the consolidated financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the consolidated financial statements as a whole.

Wiyun Cvett LLC

Montgomery, Alabama
March 19, 2026


Kathy Hamilton
Firm Signature


CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2025 AND 2024

2025 2024
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 3,707,235 $ 2,423,530
Contributions receivable, net of allowance 4,973,154 58,372
Grants receivable 42,500 34,000
Investments - 518,082
Prepaid and other assets 60,416 42,143
Total current assets 8,783,305 3,076,127
ENDOWMENT FUND ASSETS
Cash and cash equivalents 508,895 387,027
Investments 9,316,330 9,122,510
Total endowment fund assets 9,825,225 9,509,537
LAND, BUILDINGS AND EQUIPMENT, NET 20,392,183 20,152,343
RIGHT-OF-USE ASSET, NET 70,033 34,705
TOTAL ASSETS $ 39,070,746 $ 32,772,712
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 49,252 $ 333,484
Payroll taxes and other accrued liabilities 90,692 61,192
Deposits payable 29,100 24,100
Current portion of lease liability 19,300 25,018
Total current liabilities 188,344 443,794
NONCURRENT LIABILITIES
Noncurrent lease liability 35,726 6,068
NET ASSETS
Without donor restrictions
Undesignated 2,917,114 2,660,970
Board designated for Endowment 9,825,225 9,509,537
Investment in property and equipment, net 20,392,183 20,152,343
Total net assets without donor restrictions 33,134,522 32,322,850
With donor restrictions
Restricted by purpose 3,741,090 -
Restricted by time 1,971,064 -
Total net assets with donor restrictions 5,712,154 -
TOTAL LIABILITIES AND NET ASSETS $ 39,070,746 $ 32,772,712

See notes to the consolidated financial statements.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
CONSOLIDATED STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

2025 2024
Without Donor With Donor
Restrictions Restrictions Total Total
REVENUE, GAINS AND OTHER
SUPPORT
Contributions $ 3411452 $ 7,840,333 § 11,251,785 $ 8,200,951
Contributions — Nonfinancial assets 78,911 - 78,911 106,524
Thrift Store 530,874 - 530,874 453,626
Net investment income — children's harbor 50,977 - 50,977 86,210
Net investment income — endowment 241,856 - 241,856 169,461
Unrealized gain on investments 26,739 - 26,739 152,969
Realized gain on investments 543,740 - 543,740 470,827
Loss on sale of assets (258) - (258) (19,539)
Facility use 101,322 - 101,322 40,206
Miscellaneous 32,058 - 32,058 39,231
Net assets released from restrictions 2,128,179 (2,128,179) - -
TOTAL REVENUE, GAINS AND OTHER
SUPPORT 7,145,850 5,712,154 12,858,004 9,700,466
EXPENSES
Program Services:
The Family Center 1,963,367 - 1,963,367 1,156,425
Lake Martin Campus 2,859,597 - 2,859,597 2,716,576
Total program services 4,822,964 - 4,822,964 3,873,001
Support Services:
General and administrative 325,392 - 325,392 253,544
Financial development 1,185,822 - 1,185,822 1,058,182
Total support services 1,511,214 - 1,511,214 1,311,726
TOTAL EXPENSES 6,334,178 - 6,334,178 5,184,727
CHANGE IN NET ASSETS 811,672 5,712,154 6,523,826 4,515,739
NET ASSETS AT BEGINNING OF YEAR 32,322,850 - 32,322,850 27,807,111
NET ASSETS AT END OF YEAR $ 33,134,522 $ 5,712,154 § 38,846,676 $ 32,322,850

See notes to the consolidated financial statements.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2025

Salaries
Employee benefits
Payroll taxes

Total salaries and related expenses

Bank fees
Supplies
Utilities
Insurance
Maintenance and repairs
Family support
Telephone
Postage
Web services
Travel
Dues and subscriptions
Legal and accounting
Workshops, seminars
and education
Other professional fees and
contract service payments
Program activities
Printing
Public relations
Miscellaneous

Total expenses before depreciation
Depreciation of buildings and equipment

TOTAL EXPENSES

Supporting Services

Program General Financial 2025
Services Administration Development Total Totals
$ 2,355,658 $ 139,969 $ 571,514 $ 711,483 3,067,141
333,486 25,352 72,986 98,338 431,824
176,484 12,283 43,068 55,351 231,835
2,865,628 177,604 687,568 865,172 3,730,800
- 40 - 40 40
126,840 2,302 9,675 11,977 138,817
177,318 6,168 - 6,168 183,486
122,345 18,775 4,136 22,911 145,256
103,621 2,196 897 3,093 106,714
160,256 - - - 160,256
33,397 1,510 5,695 7,205 40,602
3,398 402 19,265 19,667 23,065
4,098 - 2,018 2,018 6,116
10,153 665 9,583 10,248 20,401
7,656 212 3,579 3,791 11,447
- 45,016 - 45,016 45,016
23,556 2,050 2,845 4,895 28,451
183,063 45,583 124,817 170,400 353,463
232,086 810 217,588 218,398 450,484
24,933 33 17,458 17,491 42,424
36,186 289 42,189 42,478 78,664
15,253 75 31,288 31,363 46,616
4,129,787 303,730 1,178,601 1,482,331 5,612,118
693,177 21,662 7,221 28,883 722,060
$ 4,822,964 $ 325,392 $ 1,185,822 $ 1,511,214 6,334,178

See notes to the consolidated financial statements.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2024

Salaries
Employee benefits
Payroll taxes

Total salaries and related expenses

Bank fees
Bad debt
Supplies
Utilities
Insurance
Maintenance and repairs
Family support
Telephone
Postage
Web services
Travel
Dues and subscriptions
Legal and accounting
Workshops, seminars
and education
Other professional fees and
contract service payments
Program activities
Printing
Cultivation, hotels and meals
Public relations
Miscellaneous

Total expenses before depreciation

Depreciation of buildings and equipment

TOTAL EXPENSES

Supporting Services

Program General Financial 2024
Services Administration Development Total Totals
$ 1,222,638 $ 109,554 $ 488,737 $ 598,291 1,820,929
138,384 11,585 40,470 52,055 190,439
91,499 8,135 36,638 44,773 136,272
1,452,521 129,274 565,845 695,119 2,147,640
- 109 - 109 109
- 1,600 - 1,600 1,600
123,547 4,424 10,102 14,526 138,073
176,718 5,724 - 5,724 182,442
103,069 17,741 3,526 21,267 124,336
117,845 1,014 487 1,501 119,346
170,447 - - - 170,447
35,771 1,151 4,931 6,082 41,853
1,653 571 13,720 14,291 15,944
5,267 - 2,594 2,594 7,861
11,745 808 6,120 6,928 18,673
5,204 245 8,176 8,421 13,625
- 44,762 - 44,762 44,762
12,442 - 1,713 1,713 14,155
698,196 23,846 117,181 141,027 839,223
244,851 1,132 263,514 264,646 509,497
2,834 32 2,002 2,034 4,868
- - 651 651 651
47,997 208 33,890 34,098 82,095
10,164 505 16,931 17,436 27,600
3,220,271 233,146 1,051,383 1,284,529 4,504,800
652,730 20,398 6,799 27,197 679,927
$ 3,873,001 $ 253,544 $ 1,058,182 $ 1,311,726 5,184,727

See notes to the consolidated financial statements.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2025 AND 2024

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
2025 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 6,523,826 $ 4,515,739
Adjustments to reconcile change in net assets to net
cash provided by operating activities:

Depreciation 722,060 679,927
Loss on sale of assets 258 19,539
Change in operating leases (35,328) -
Unrealized gain on investments (26,739) (152,969)
Realized gain on investments (543,740) (470,827)
Changes in assets and liabilities:
Contributions receivable, net of allowance (4,914,782) (58,372)
Grants receivable (8,500) (34,000)
Prepaid and other assets (18,273) (26,366)
Accounts payable (284,232) 220,709
Accrued liabilities 34,500 9,520
Net cash provided by operating activities 1,449,050 4,702,900

CASH FLOWS FROM INVESTING ACTIVITIES
Change in cash and cash equivalents in the

Endowment Fund 121,868 (56,316)
Purchase of land, buildings and equipment (346,584) (381,207)
Construction in progress (615,571) (4,910,047)
Purchase of investments (4,855,963) (3,817,357)
Proceeds from sale of investments 5,530,905 4,016,230
Net cash used in investing activities (165,345) (5,148,697)
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS 1,283,705 (445,797)
CASH AND CASH EQUIVALENTS AT BEGINNING

OF YEAR 2,423,530 2,869,327
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 3,707,235 $ 2,423,530

See notes to the consolidated financial statements.

7



CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

Established in 1989, Children’s Harbor, Inc. (Organization) is a fully qualified charitable organization
with the sole purpose of strengthening children with long-term serious ilinesses and their families.
Counseling and support services are provided through the Family Center at Benjamin Russell
Hospital for Children in Birmingham, Alabama. The original Children’s Harbor Lake Martin campus is
located beside Lake Martin, 15 miles south of Alexander City, Alabama, on Highway 63, and provides
camping and adventure services to these children and their families. In May 2013, the campus
completed a major renovation and construction project increasing the overall sleeping capacity of the
campus to over 400 beds.

Consolidated Financial Statements

The consolidated financial statements include the accounts of Children’s Harbor, Inc. and the
Children’s Harbor Endowment Fund (Endowment Fund). Intercompany transactions have been
eliminated.

Basis of Accounting

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America (GAAP). The significant accounting and reporting policies are described subsequently to
enhance the usefulness and understandability of the consolidated financial statements.

Net Assets

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

Without Donor Restrictions — Net assets that are not subject to donor-imposed restrictions.

Board Designated — Assets designated by the Board to be held for endowment or other specific
purposes. The Board can elect to remove these designations in the future. Earnings from the board
designated endowment net assets are available for general use.

With Donor Restrictions — Net assets subject to donor-imposed stipulations that may or will be met
either by actions of the Organization and/or passage of time. Additionally, net assets subject to donor-
imposed stipulations that the Organization maintain them permanently. Earnings from the
Organization’s net assets held in perpetuity are available for general use.

Functional Expenses

Children’s Harbor, Inc. allocates its expenses on a functional basis among its programs and support
services. Expenses that can be identified with a specific program and support service are allocated
directly according to their natural expenditure classification. Other expenses that are common to
several functions are allocated by various statistical bases.



CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

Contributions Receivable

Contributions receivables are recognized as revenues or gains in the period received and as assets,
decreases of liabilities or expenses depending on the form of the benefits received. Conditional
contributions receivable are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional.

Management determines the allowance for uncollectible contributions based upon historical losses
and current economic conditions. On a continuing basis, management analyzes delinquent
receivables, and, once these receivables are determined to be uncollectible, they are written off
through a charge against the allowance and then to the change in net assets.

Support and Revenue — Donated Materials and Services

Individuals, civic groups, and business firms have contributed various amounts of materials and
services to assist in fulfilling the programs of Children’s Harbor, Inc. Donated materials are reflected
as contributions at their estimated value at the date of receipt and are recorded as expenses for
program services or capitalized as assets. No amounts have been reflected in the statements for
donated services in as much as no objective basis is available to measure the value of such services.

Income Tax Status
Children’s Harbor, Inc. qualifies as a tax-exempt organization under Section 501(c) (3) of the Internal
Revenue Code.

Estimates
The preparation of consolidated financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect certain reported amounts and disclosures.

Fair Value Measurements

In accordance with Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC) 820, Fair Value Measurement, Children’s Harbor, Inc. accounts for its financial instruments as
well as certain assets and liabilities at fair value. Fair value is defined as the price that would be paid
in an orderly transaction, or exit price, between market participants to sell the asset or transfer the
liability in the principal or most advantageous market for the asset or liability.

Children’s Harbor, Inc. is required by GAAP to categorize its financial instruments based on the
priority of the inputs to the valuation technique into a three-level fair value hierarchy. The hierarchy
gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1)
and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure the financial
instruments fall within different levels of the hierarchy, the categorization is based on the lowest level
of input that is significant to the fair value of the instrument.



CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

Financial assets and liabilities recorded in the consolidated statements of financial position are
categorized based on the inputs to the valuation techniques as follows:

Level 1 Financial assets and liabilities whose values are based on quoted prices for identical
assets or liabilities in an active market that Children’s Harbor, Inc. has the ability to access
(examples include active exchange traded equity securities, and most U.S. Government
and agency securities).

Level 2  Financial assets and liabilities are valued using inputs of quoted prices for similar assets,
or inputs that are observable, either directly or indirectly for substantially the full term
through corroboration with observable market date. Level 2 includes private collateralized
mortgage obligations, municipal bonds, and corporate debt securities.

Level 3  Financial assets and liabilities are valued using pricing inputs which are unobservable for
the assets, inputs that reflect the reporting entity’s own assumptions about the
assumptions market participants would use in pricing the asset. Level 3 includes private
equity, venture capital, hedge funds, and real estate.

Fair Value of Financial Instruments

As of December 31, 2025 and 2024, the fair value of all financial instruments approximates carrying
value. The following methods and assumptions were used to estimate the fair value of each class of
financial instruments.

Investments — Fair value is based on quoted market prices at the reporting date. Donated investments
are initially recorded at market value on the date of donation and thereafter reported in accordance
with the above provisions.

Contributions Receivable — Carrying value, which approximates fair value, is based on the face
amount of the gift, time remaining to maturity, and the interest rate applicable to determine the net
present value of the receivables at year end.

Financial Instruments and Concentration of Credit Risk

The Board designated Endowment Fund holds its investments in a variety of investment funds. In
general, investments are exposed to various risks, such as interest rate, credit and overall market
volatility risk. Due to the level of risk associated with certain investments, it is reasonably possible
that changes in the values of the investments will occur in the near term and that such changes could
materially affect the Endowment Fund’s investment holdings, and the amounts reported on the
consolidated statements of financial position.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

Leases

The Organization leases certain transportation and office equipment. The Organization determines if
an arrangement is a lease at inception. Operating leases are included in operating lease right-of-use
(ROU) assets, other current liabilities, and operating lease liabilities on the consolidated balance
sheets. The Organization does not have any financing leases.

ROU assets represent the Organization’s right to use an underlying asset for the lease term and lease
liabilities represents the Organization’s obligation to make lease payments arising from the lease.
Operating lease ROU assets and liabilities are recognized at commencement date based on the
present value of lease payments over the lease term. The operating lease ROU asset also includes
any lease payments made and excludes lease incentives. Lease terms may include options to extend
or terminate the lease when it is reasonably certain that the Organization will exercise that option.
Lease expense for lease payments is recognized on a straight-line basis over the lease term.

The Organization’s lease agreements do not contain any material residual value guarantees or
material restrictive covenants. The Organization has lease agreements with lease and nonlease
components, which are generally accounted for separately. For certain leases, the Organization
accounts for the lease and nonlease components as a single lease component. For arrangements
accounted for as a single lease component, there may be variability in future lease payments as the
amount of the nonlease components is typically revised from one period to the next.

The Organization has elected to apply the short-term lease exemption to leases with an initial term
of twelve months or less. Additionally, for certain equipment leases, the Organization applies a
portfolio approach to effectively account for the operating lease ROU assets and liabilities.

In evaluating contracts to determine if they qualify as a lease, the Organization considers factors such
as if the Organization has obtained substantially all of the rights to the underlying asset through
exclusivity, if the Organization can direct the use of the asset by making decisions about how and for
what purpose the asset will be used and if the lessor has substantive substitution rights. This
evaluation may require significant judgment.

Subsequent Events
Management has evaluated subsequent events through March 19, 2026, which is the date the
consolidated financial statements were available to be issued.

2. AFFILIATED ORGANIZATION

On May 25, 2001, Children’s Harbor Endowment Fund, a nonprofit corporation, was incorporated.
This Endowment Fund is governed by a board of directors, which is appointed by the board of
Children’s Harbor, Inc. The Fund is recognized as a “Type 1” supporting organization under the
Internal Revenue Code. The activity of the Endowment Fund has been consolidated with the financial
statements of Children’s Harbor, Inc.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2025 AND 2024

The following is a summary of its activities and financial position:

2025 2024
Cash $ 508,895 $ 387,027
Investment securities 9,316,330 9,122,510
Total assets $ 9,825,225 $ 9,509,537
Net Assets — without donor restrictions — Board designated $ 9,825,225 $ 9,509,537
Total net assets $ 9,825,225 $ 9,509,537
Revenue $ 16,033 $ 343,087
Investment income, net of investment expenses 241,856 169,461
Unrealized gain on investments 12,910 116,504
Realized gain on investments 544,889 471,891
Transfer to Children's Harbor (500,000) (330,000)
Change in net assets $ 315,688 $ 770,943

3. INVESTMENTS

Investments were either purchased by the Fund or donated by individuals. Investments as of
December 31, 2025 and 2024, are summarized as follows:

Investments non-endowment
Other investments

Endowment Fund investments
Equity stocks
Open-end mutual funds/bonds
Other investments

Total

2025 2024
Cost/Donated Fair Cost/Donated Fair
Value Value Value Value
$ - 9 - $ 518,082 $ 518,082
$ 3,765,376  $4,271,192 $ 3,735,001 $ 4,251,154
2,152,715 2,152,943 1,990,812 1,950,844
2,647,592 2,892,195 2,665,380 2,920,512
$ 8,565,683 $ 9,316,330 $8,391,193 $ 9,122,510
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

The following schedules summarize the investment return and its classification in the consolidated
statements of activities for the years ended December 31, 2025 and 2024:

Children's
Harbor
Children's Endowment
2025 Harbor, Inc. Fund Total
Interest and dividends $ 50,977 $ 297,419 $ 348,396
Net unrealized gain 13,829 12,910 26,739
Net realized (loss) gain (1,149) 544,889 543,740
Investment fees - (55,563) (565,563)
Total investment return $ 63,657 $ 799,655 § 863,312
2024
Interest and dividends $ 86,210 $ 229,653 $ 315,863
Net unrealized gain 36,465 116,504 152,969
Net realized (loss) gain (1,064) 471,891 470,827
Investment fees - (60,192) (60,192)
Total investment return $ 121,611 $ 757,856 $ 879,467

4. LAND, BUILDINGS AND EQUIPMENT

Land, buildings and equipment are recorded at historical cost, or, in the case of donated property, the
estimated value at the date of donation. Such donations are recorded as unrestricted support unless
the donor has restricted the donated asset to a specific purpose. Depreciation is computed on the
straight-line method over the estimated useful lives of the assets. The estimated lives are as follows:

Land improvements
Buildings

Furniture and equipment
Transportation equipment

Years

40

30
3-20
3-6
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

The following is a summary of changes in property and equipment for the years ended December 31,

2025 and 2024:

Land

Land improvements
Buildings

Furniture and equipment
Transportation
Construction in progress

Less accumulated
depreciation

Land, buildings and
equipment, net

Land

Land improvements
Buildings

Furniture and equipment
Transportation
Construction in progress

Less accumulated
depreciation

Land, buildings and
equipment, net

Balance Balance
January 1, CIP Placed December 31,
2025 Additions Into Service Retirements 2025
$ 5205500 $ - $ - $ - $ 5,205,500
1,782,070 - - - 1,782,070
16,731,629 - 283,878 - 17,015,507
3,178,514 35,206 27,500 (40,936) 3,200,284
165,084 - - - 165,084
4,643,215 926,949 (311,378) - 5,258,786
31,706,012 962,155 - (40,936) 32,627,231
(11,553,669) (722,315) - 40,936 (12,235,048)
$ 20,152,343 $ 239,840 $ - $ - $ 20,392,183
Balance Balance
January 1, CIP Placed December 31,
2024 Additions Into Service Retirements 2024
$ 5205500 $ - $ - $ - $ 5,205,500
1,799,628 - - (17,558) 1,782,070
16,621,083 141,797 - (31,251) 16,731,629
2,473,146 945,005 - (239,637) 3,178,514
173,384 - - (8,300) 165,084
519,344 5,148,110 (1,024,239) - 4,643,215
26,792,085 6,234,912 (1,024,239) (296,746) 31,706,012
(11,150,948) (679,928) - 277,207 (11,553,669)
$ 15,641,137 $5,554,984 $ (1,024,239) $ (19,539) $ 20,152,343
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

5. CONTRIBUTIONS RECEIVABLE

Contributions receivable are as follows as of December 31, 2025 and 2024:

2025 2024
Contributions receivable $ 5,243,000 $ 59,972
Less discounts to net present value (269,846) -
Less allowance for uncollectible - (1,600)
Net receivable $ 4,973,154 $ 58,372
Current portion receivable $ 4,973,154 $ 58,372

The Organization discounts contributions receivable with terms greater than one year. In fiscal year
2025, the Organization applied the IRS discount rate using the average rate for the year to
contributions pledged during fiscal year 2025. All pledges above are due in five years or less.

6. NET ASSETS

At December 31, 2025 and 2024, net assets without donor restrictions were designated by the Board
for specific purposes, as follows:

2025 2024

Endowment $ 9,825,225 $ 9,509,537

At December 31, 2025 and 2024, net assets with donor restrictions for specific time or purpose were
as follows:

2025 2024
Mental Health Expansion - purpose $ 2,460,572 $ -
Charting the Future Grestest Need - time 2,162,277 -
Excellence Fund - time 797,453 -
Family Camp Renovations - purpose 195,926 -
Youth Camp Renovations - purpose 95,926 -

$ 5,712,154 $ -
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7. FOUNDERS’ CONTRIBUTION

During the years ended December 31, 2025 and 2024, Children’s Harbor, Inc. received several large
contributions from its founders, Benjamin and Luanne Russell, organizations affiliated with them, and
other family members. Founders’ contributions are as follows:

Contributor 2025 2024
Benjamin and Luanne Russell $ 3,330,351 $ 4,101,722
Addelia Russell Charitable Foundation 1,020,000 125,000
Russell Lands on Lake Martin 331,929 -
Benjamin and Roberta Russell Foundation 100,000 110,000

$ 4,782,280 $ 4,336,722

8. EMPLOYEE BENEFIT PLAN

Children’s Harbor, Inc. has established a defined contribution plan for the benefit of all of its
employees. In 2015, the Organization began contributing matching contributions to the plan up to a
maximum of 5%. Total employee benefit expense for the years ending December 31, 2025 and 2024,
was $124,021 and $69,068 respectively. All employees who are full time may participate in the
Children’s Harbor 401(k) plan immediately upon hire.

9. TRANSACTIONS WITH RELATED PARTIES

Children’s Harbor, Inc. made payments to Russell Lands, Inc. for miscellaneous construction and
maintenance projects for the years ending December 31, 2025 and 2024, in the amount of $97,282
and $78,346, respectively. The projects were coordinated by Russell Lands, Inc. and the Organization
was billed for cost plus for the services provided. Some of the materials were purchased from Russell
Do-It Center, a division of Russell Lands, Inc., at contractor’s prices. The cost of these materials was
fair and reasonable and consistent with prices from other vendors.

Mr. Benjamin Russell, chairman of the board, and Thomas T. Lamberth, treasurer, of Children’s
Harbor, Inc. are officers of Russell Lands, Inc. William E. Davenport, vice-chairman of the board, is
also vice-chairman of the board of Russell Lands, Inc. These officers served in these roles through
March 2025 at which time Children’s Harbor elected a new slate of officers. At that time, Mr. Jeff
Stone was elected chairman of the board and Mr. David Studivant was elected treasurer of the board
and they also serve as an officer and President of Russell Lands, Inc., respectively.

During 1998, Children’s Harbor, Inc. entered into an agreement with Children’s Hospital in
Birmingham to provide services to seriously ill children and their families. Children’s Harbor, Inc.
reimburses Children’s Hospital a portion of the expense to provide these services. Payments to
Children’s Hospital totaled $4,438 and $566,292 during 2025 and 2024, respectively. Board
members, Mrs. Dedie Hendrix and Mr. Bill Horton, are also members of the board of Children’s
Hospital.
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10. CONTRIBUTION AGREEMENT

Beginning in 2000, Children’s Hospital agreed to contribute $50,000 per year to Children’s Harbor,
Inc. for the next 25 years. The amounts received under this agreement were $12,500 and $50,000
for 2025 and 2024, respectively. The quarterly payments began in April 2000 and continued through
March of 2025.

11. THE FAMILY CENTER

The Family Center is a project that was initiated by Children’s Harbor, Inc. Children’s Harbor, Inc.
works in conjunction with Children’s Hospital to provide counseling and support services to children
with chronic illnesses and their families. The expenses of providing these services were shared with
Children’s Hospital until January of 2025.

The following is a summary of these expenses and the shared cost of Children’s Harbor, Inc. and
Children’s Hospital at December 31, 2025 and 2024.

2025 2024
Amount of cost contributed by Children's Hospital $ - $ 503,244
Amount of cost contributed by Children's Harbor, Inc. 1,963,367 1,156,425
Total expenditures $ 1,963,367 $ 1,659,669

12. CASH FLOWS INFORMATION

The Organization considers all short-term investments with an original maturity of three months or
less to be cash equivalents. Cash and cash equivalents for purposes of the consolidated statements
of cash flows exclude endowment fund cash and cash equivalents.

13. CONCENTRATION OF CREDIT RISK FOR CASH HELD IN BANK

The Organization maintains its cash in bank deposit accounts in a financial institution located in
Alabama. The balances at the financial institution are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. At various times, there may be balances in the accounts that are
over the FDIC limit. The Organization has not experienced any losses in such accounts and believes
it is not exposed to any significant credit risk associated with these deposits. Amounts in excess of
FDIC covered limits were $2,677,091 and $1,813,902 as of December 31, 2025 and 2024,
respectively.
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14. FAIR VALUE MEASUREMENTS

The Endowment Fund uses fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. For additional information on how the
Endowment Fund values all other assets and liabilities refer to Note 1 — Summary of Significant
Accounting Policies.

The following tables sets forth by level, within the fair value hierarchy, the Endowment Fund invested
assets at fair value as of December 31, 2025 and 2024:

As of December 31, 2025

Fair Value Level 1 Level 2 Level 3
Investments
Cash $ 508,895 $ 508,895 $ - $ -
Equities 4,271,192 4,271,192 - -
Open-end mutual funds 2,152,943 2,152,943 - -
Other 2,892,195 - - 2,892,195
Subtotal 9,316,330 6,424,135 - 2,892,195
Total $ 9,825,225 $ 6,933,030 $ - $ 2,892,195
As of December 31, 2024
Fair Value Level 1 Level 2 Level 3
Investments
Cash $ 387,027 $ 387,027 $ - $ -
Equities 4,251,154 4,251,154 - -
Open-end mutual funds 1,950,844 1,950,844 - -
Other 2,920,512 - - 2,920,512
Subtotal 9,122,510 6,201,998 - 2,920,512
Total $ 9,509,537 $ 6,589,025 $ - $ 2,920,512

The Organization recognizes there are certain inherent and extraneous risks associated with any
investment. Risk is managed through rigorous due diligence of new and existing managers as well
as through appropriate portfolio construction. While portfolio diversification can reduce idiosyncratic
risk, market risk overall cannot be eliminated.

The Organization’s investment process and portfolio implementation are designed to address such
risks in general. However, there may be events and circumstances that may arise and its implication
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on the economy and society, cannot be predicted with certainty. As a result, the total fair value of the
portfolio is subject to further fluctuation, and the performance may be adversely affected.

The Organization closely monitors its investment portfolio. Given various economic uncertainties, we
cannot estimate the future impact to the consolidated financial statements.

15. ENDOWMENTS

The Children’s Harbor Endowment Fund’s endowment consists of various individual funds
established for a variety of purposes. The endowment includes funds designated by the Board of
Directors to function as endowments.

As required by GAAP, net assets associated with endowment funds, including funds designated by
the Board of Directors 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 Directors of the Endowment Fund has interpreted the State’s Uniform Prudent
Management of Institutional Funds Act (UPMIFA) 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 Endowment Fund classifies net
assets with donor restrictions (a) the original value of gifts donated to the endowment, (b) the original
value of subsequent gifts to the endowment, and (c¢) accumulations to the endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is
added to the fund. The remaining portion of the donor-restricted endowment fund in excess of the
original fair value is classified as net assets with donor restrictions until those amounts are
appropriated for expenditure by the Organization in a manner consistent with the standard of
prudence prescribed by UPMIFA.

In accordance with the UPMIFA, the Endowment Fund considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund

The purposes of the Organization and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Organization

The investment policies of the Organization

Nooakowbd=
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Endowment net asset activity for the years ended December 31, 2025 and 2024:

2025 2024
Endowment net assets at
January 1 $ 9,509,537 $ 8,738,594
Earnings:
Dividend and interest income 297,419 229,653
Investment expense (55,563) (60,192)
Realized and unrealized gains 557,799 588,395
Total investment return 799,655 757,856
Contributions 16,033 343,087
Transfer to Children's Harbor (500,000) (330,000)
Endowment net assets at
December 31 $ 9,825,225 $ 9,509,537
Endowment Fund net assets by type
of fund at December 31:
Without donor restrictions — Board
designated endowments $ 9,825,225 $ 9,509,537

Return Objectives and Risk Parameters

The Endowment Fund has adopted investment and spending policies for endowed assets to provide
a predictable stream of funding for programs supported by its endowments, while seeking to maintain
the purchasing power of gifts’ values at the time they are received. Endowed assets include funds
received that the Board has designated as endowments. Endowed assets are invested in a manner
to achieve a balanced return of current income and modest growth of principal consistent with the
preservation of the purchasing power of such assets.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Endowment Fund relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and unrealized)
and current yield (interest and dividends). The Endowment Fund targets a diversified asset allocation
that places a greater emphasis on equity-based investments to achieve its long-term return objectives
within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Organization adopted an Endowment spending policy that put into place a consistent plan that
will enable the Endowment Fund to approve and disburse funds that fulfill the ministry and designation
of the Endowments while working to further strengthen the financial base of the Endowment Fund.
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Distributions

Each year, the Endowment Board of Directors will make a distribution available to Children’s Harbor
from the Endowment Fund. The Board of Directors shall determine the amount of funds available for
annual distribution. The annual distribution will be determined as soon as the year-end consolidated
financial statements for the Endowment Fund have been completed. The distribution will be
calculated as four percent of the average of the past three years’ year-end net asset balances for the
Endowment Fund beginning with the most recent year-end balances. This distribution should be
made as soon as practical after the amount has been determined. Any designated gifts, including any
earnings thereon, should be excluded from the net asset balances used in calculating the annual
distribution. The Board of Directors should make an independent decision regarding the amount of
any distributions from a designated gift relying on the terms of such designated gift.

16. LIQUIDITY AND FUNDS AVAILABLE

The following table reflects the Organization’s financial assets as of December 31, 2025, reduced by
amounts not available for expenditure within one year. Financial assets are considered unavailable
when illiquid or not convertible to cash within one year, perpetual endowments and accumulated
earnings net of appropriations within one year or because the governing board has set aside the funds
for specific contingency reserves and projects or a long-term investment as board designated
endowments.

2025 2024
Cash and cash equivalents $ 4,216,130 $ 2,810,557
Contributions receivable, net of allowance 4,973,154 58,372
Grants receivable 42,500 34,000
Investments 9,316,330 9,640,592
Financial assets, at year end 18,548,114 12,543,521
Less those unavailable for general expenditure within
one year, due to:
Board designated endowment investments (9,825,225) (9,509,537)
Assets and accumulated earnings subject to purpose
restrictions beyond one year (3,741,090) -
Assets and accumulated earnings subject to time
restrictions beyond one year (1,971,064) -
Financial assets available to meet cash needs for
general expenditures within one year $ 3,010,735 $ 3,033,984

The Organization’s endowment funds consist of board designated endowments. Income from the
endowments is available for general expenditure.
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As part of the Organization’s liquidity management, it has a policy to structure its financial assets to
be available for general expenditures, liabilities, and other obligations come due. Although the
Organization does not intend to spend from its board designated endowment other than amounts
appropriated for general expenditures as part of its annual budget approval and appropriation process,
amounts from its board designated endowment could be made available if necessary.

17. CONTRIBUTED NONFINANCIAL ASSETS

The following nonfinancial assets were contributed to Children’s Harbor during the years ended
December 31, 2025 and 2024.

Nonfinancial Usage in Donor Fair Value
Asset 2025 Programs/Activities Restriction Technigues
Starcraft Pontoon $ 20,000 Development For auction fundraiser Estimated wholesale prices of identical or

similar items if purchased in the region.
Feast in the Forest,

At Home Dinner, A day at 18,000 Development For auction fundraiser Estimated wholesale prices of identical or
Wicker Point similar items if purchased in the region.
Strollers 10,000 Development For auction fundraiser Estimated wholesale prices of identical or

similar items if purchased in the region.

Tree removal $8,000 Development For auction fundraiser Estimated wholesale prices of identical or
similar items if purchased in the region.

Custom fire pit $6,000 Development For auction fundraiser Estimated wholesale prices of identical or
similar items if purchased in the region.

Furniture 4 chairs 1 table 5,976 Development For auction fundraiser Estimated wholesale prices of identical or
similar items if purchased in the region.

Swivel recliners, "Golden Girl",

1960 power company map 5,935 Development Cultivation Event Estimated wholesale prices of identical or
similar items if purchased in the region.

Waived venue fee 5,000 Development UAB Champions for Our  Estimated rental fee charged for public

Children Game use.
$ 78,911
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Nonfinancial Usage in Donor Fair Value
Asset 2024 Programs/Activities Restriction Technigues
Two chairs and upholstered $ 5,325 Development For auction fundraiser Estimated wholesale prices of identical or
linen chairs similar items if purchased in the region.
Villa stay, dinner, and stables 17,995 Development For auction fundraiser Estimated wholesale prices of identical or
experience similar items if purchased in the region.
Swinging bed and cushions 5,089 Development For auction fundraiser Estimated wholesale prices of identical or
similar items if purchased in the region.
Patio furniture 22,620 Development For auction fundraiser Estimated wholesale prices of identical or
similar items if purchased in the region.
Pontoon boat 7,500 Development Thrift Store donation Estimated wholesale prices of identical or
similar items if purchased in the region.
Founder's Dinner Estimated rental fee charged for public
Waived venue fee 17,995 Development Cultivation Event use.
Logo, photoshoot, and game Estimated wholesale prices of identical or
videography/production/edits UAB Champions for Our ~ Similar items if purchased in the region.
30,000 Development Children Game
$ 106,524

18. LEASES

The Organization leases certain equipment for use in its operations. The leases run from 2-5 years,
and all leases are operating leases. Future minimum payments under the lease agreement as of
December 31, 2025, are as follows:

2026
2027
2028

Total
Less (PV discount)

Lease liability

2025

20,859
19,248
17,644

57,751
(2,725)

55,026
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2025 2024

Operating lease cost $ 86,094 $ 92,257
Supplemental cash flows information:

Lease expense (29,225) (33,916)

Accretion of interest 697 1,386

Accumulated amortization 12,467 (25,022)

Operating cash flows from operating leases (16,061) (57,552)

Right-of-use asset in exchange for lease obligations $ 70,033 $ 34,705
Operating lease liability:

Current portion of lease liability $ 19,300 $ 25,018

Noncurrent lease liability 35,726 6,068
Total operating lease liability $ 55,026 $ 31,086
Weighted average remaining lease term 2.82 years 1.21 years
Weighted average discount rate 3.54% 3.18%
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION

SCHEDULE OF PROGRAM SERVICES
FOR THE YEAR ENDED DECEMBER 31, 2025

Salaries and wages
Employee benefits
Payroll taxes

Total salaries and related expenses

Supplies

Utilities

Insurance

Maintenance and repairs

Family support

Telephone

Postage

Web services

Travel

Dues and subscriptions

Workshops, seminars and education

Other professional fees and
contract service payments

Program activities

Printing

Public relations

Miscellaneous

Total expenses before depreciation
Depreciation

Total Expenses

Total

The Family Lake Martin Program

Center Campus Services
$ 1,278,284 $ 1,077,374 $ 2,355,658
198,275 135,211 333,486
95,061 81,423 176,484
1,571,620 1,294,008 2,865,628
23,612 103,228 126,840
- 177,318 177,318
24,397 97,948 122,345
9,047 94,574 103,621
160,256 - 160,256
2,986 30,411 33,397
1,218 2,180 3,398
2,018 2,080 4,098
4,352 5,801 10,153
4,822 2,834 7,656
14,945 8,611 23,556
28,769 154,294 183,063
82,424 149,662 232,086
8,761 16,172 24,933
16,822 19,364 36,186
97 15,156 15,253
1,956,146 2,173,641 4,129,787
7,221 685,956 693,177
$ 1,963,367 $ 2,859,597 $ 4,822,964

See independent auditors’ report.
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CHILDREN’S HARBOR, INC. AND AFFILIATED ORGANIZATION

SCHEDULE OF LAKE MARTIN CAMPUS EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2025

Salaries and wages
Employee benefits
Payroll taxes
Total salaries and related expenses
Supplies
Dues and subscriptions
Utilities
Insurance
Maintenance and repairs
Telephone
Postage
Web services
Travel
Workshops, seminars and education
Other professional fees and
contract service payments
Program activities
Printing
Public relations
Miscellaneous

Total expenses before depreciation
Depreciation

Total Expenses

Children's Total Lake
Chapel and Mariner's Martin
Church in the Adventure Campus
Pines Harbor Lodge Camp Thrift Store Expenses
$ 117,606 $ 320,990 $ 320,940 317,838 $ 1,077,374
7,570 33,735 33,735 60,171 135,211
9,134 24,279 24,275 23,735 81,423
134,310 379,004 378,950 401,744 1,294,008
19,735 41,581 28,109 13,803 103,228
218 1,255 1,255 106 2,834
8,209 84,490 70,641 13,978 177,318
8,559 38,200 38,200 12,989 97,948
9,072 27,527 51,218 6,757 94,574
2,000 11,037 10,717 6,657 30,411
440 650 650 440 2,180
184 828 828 240 2,080
520 1,799 1,694 1,788 5,801
649 3,493 3,488 981 8,611
7,516 77,348 60,630 8,800 154,294
14,928 96,227 25,123 13,384 149,662
2,968 5,142 5,142 2,920 16,172
3,156 6,920 6,920 2,368 19,364
3,086 23 23 12,024 15,156
215,550 775,524 683,588 498,979 2,173,641
28,882 299,655 321,316 36,103 685,956
$ 244,432 $ 1,075,179 $ 1,004,904 535,082 $ 2,859,597

See independent auditors’ report.
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