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Board of Directors
Family House, Inc. and Affiliates
San Francisco, California

INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Family House, Inc. and Affiliates,
California nonprofit public benefit corporations, 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 present fairly, in all material respects, the financial
position of Family House, Inc. and Affiliates as of December 31, 2025 and 2024, and the changes in their net assets and
their cash flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are required to be independent of Family
House, Inc. and Affiliates 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 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 Family House, Inc. and Affiliates’
ability to continue as a going concern within one year after the date that the consolidated financial statements are
available to be issued.
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Auditor’s 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 auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

 Identify and assess the risks of material misstatement of the 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.

 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 Family House, Inc. and Affiliates’ 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 Family House, Inc. and Affiliates’ 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.

Consolidating Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating information in the Consolidating Schedule of Financial Position, Consolidating Schedule of
Activities, and Schedule of Activities – Family House, Inc. Only is presented for purposes of additional analysis and is
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.

August 5, 2026
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2025 AND 2024

2025 2024

Current assets:
Cash 4,479,244$ 6,794,015$
Receivables:

Contributions receivable – current portion (Note 3) 150,000 266,667
Others - 61,419

Beneficial interest in charitable trust – current portion (Note 6) - 25,000
Prepaid expenses 141,591 158,550
Investments (Note 4) 41,056,115 31,161,480

Total current assets 45,826,950 38,467,131

Contributions receivable – net of current portion (Note 3) 326,978 335,176
Restricted cash – endowment (Note 4) 5,501 3,437
Property and equipment – net (Note 5) 30,964,114 32,438,307
Beneficial interest in charitable trust – net of current portion (Note 6) - 72,210

Total assets 77,123,543$ 71,316,261$

Current liabilities:
Accounts payable and accrued expenses 365,079$ 218,593$
Deferred revenue 290,210 -

Total liabilities 655,289 218,593

Net assets:
Without donor restrictions 73,324,132 68,148,573
With donor restrictions (Note 7) 3,144,122 2,949,095

Total net assets 76,468,254 71,097,668

Total liabilities and net assets 77,123,543$ 71,316,261$

LIABILITIES AND NET ASSETS

ASSETS
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CONSOLIDATED STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2025 AND 2024

Without With
Donor Donor

Restrictions Restrictions Total

Support and revenue:
Contributions 4,962,277$ 215,000$ 5,177,277$
In-kind donations (Note 2) 132,582 - 132,582
Special events contributions 1,802,417 - 1,802,417
Special events revenue 401,878 - 401,878
Less: cost of special events (622,173) - (622,173)
Operations financed by UCSF 1,320,615 - 1,320,615
Family stay 199,121 - 199,121
Other income 7,028 - 7,028
Unrealized gain on investments (Note 4) 5,298,113 366,399 5,664,512
Net assets released from restrictions 386,372 (386,372) -

Total support and revenue 13,888,230 195,027 14,083,257

Expenses:
Program services 6,856,119 - 6,856,119
Management and general 881,820 - 881,820
Fundraising – general 974,732 - 974,732

Total expenses 8,712,671 - 8,712,671

Change in net assets 5,175,559 195,027 5,370,586

Net assets, beginning of year 68,148,573 2,949,095 71,097,668

Net assets, end of year 73,324,132$ 3,144,122$ 76,468,254$

2025
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Without With
Donor Donor

Restrictions Restrictions Total

Support and revenue:
Contributions 11,724,166$ 105,495$ 11,829,661$
In-kind donations (Note 2) 129,696 - 129,696
Special events contributions 1,553,489 - 1,553,489
Special events revenue 378,240 - 378,240
Less: cost of special events (634,855) - (634,855)
Operations financed by UCSF 1,300,172 - 1,300,172
Family stay 211,723 - 211,723
Reimbursement income (Note 9) 18,960 - 18,960
Other income 12,426 - 12,426
Unrealized gain on investments (Note 4) 2,471,115 206,888 2,678,003
Net assets released from restrictions 692,941 (692,941) -

Total support and revenue 17,858,073 (380,558) 17,477,515

Expenses:
Program services 6,310,223 - 6,310,223
Management and general 861,782 - 861,782
Fundraising – general 876,982 - 876,982

Total expenses 8,048,987 - 8,048,987

Change in net assets 9,809,086 (380,558) 9,428,528

Net assets, beginning of year 58,339,487 3,329,653 61,669,140

Net assets, end of year 68,148,573$ 2,949,095$ 71,097,668$

2024
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CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2025 AND 2024

2025 2024

Cash flows from operating activities:
Change in net assets 5,370,586$ 9,428,528$
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation 1,546,578 1,469,308
Beneficial interest in charitable trust written off 97,210 23,168
Loss on retirement of property and equipment - 21,784
Unrealized gain on investments (5,664,511) (2,678,003)
Decrease (increase) in assets:

Contributions receivable 186,284 423,499
Other receivable 61,419
Prepaid expenses 16,959 (37,440)

Decrease (increase) in liabilities:
Accounts payable and accrued expenses 368,181 (56,801)
Deferred revenue 68,515 (236,123)

Net cash provided by operating activities 1,989,802 8,419,339

Cash flows from investing activities:
Net change in investments (4,230,124) (4,107,077)
Purchase of property and equipment (72,385) (860,209)

Net cash used in investing activities (4,302,509) (4,967,286)

Net (decrease) increase in cash and restricted cash (2,312,707) 3,452,053

Cash and restricted cash, beginning of year 6,797,452 3,345,399

Cash and restricted cash, end of year 4,484,745$ 6,797,452$

Cash 4,479,244$ 6,794,015$
Restricted cash – endowment 5,501 3,437

Total cash and restricted cash shown in the consolidated statements of cash flows 4,484,745$ 6,797,452$
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2025 AND 2024

NOTE 1 – ORGANIZATION AND NATURE OF ACTIVITIES

Family House, Inc. (Family House) was formed in 1981. Its mission is to serve as a home away from home for
families of children with cancer and other life-threatening illnesses by providing physical comfort and emotional
support, free from financial concerns. Family House maintains residential real properties in San Francisco to accomplish
this purpose and serves over three thousand family members per year.

Family House operates the following buildings at the following locations:

540 Mission Bay Blvd. North, San Francisco, CA – Construction of the five-story building was completed in
April 2016. The building is located just blocks from the University of California San Francisco (UCSF)
Benioff Children’s Hospital in Mission Bay. The building has 80 bedrooms plus group kitchens, an exercise
room, and family rooms. The corporate offices of Family House are also at this location.

1234 Tenth Avenue, San Francisco, CA – This four-story property is located near UCSF and across from
Golden Gate Park. It has 35 family bedrooms plus group kitchens and family rooms. In January 2017, a
memorandum of understanding was signed with UCSF to repurpose the property into a home for adult patients
and their families. Rehabilitation of the property commenced in 2017 and was substantially completed in June
2018. The building became operational on July 11, 2018. In accordance with the terms of the memorandum of
understanding with UCSF, the cost of the rehabilitation was funded on a reimbursement basis with proceeds of
contributions from UCSF to Family House. Likewise, any portion of operating costs in excess of amounts
received from families for their stay are subsidized by UCSF.

As part of the financing for the Mission Bay project, Family House formed Family House Foundation, Inc.
(FHF) and Family House Mission Bay, Inc. (FHMB) (collectively, “Family House and Affiliates”), which are
California nonprofit public benefit corporations that are incorporated as supporting organizations to support Family
House’s charitable purposes. These entities allowed Family House to obtain new markets tax credit (NMTC) financing
through loans from the Northern California Community Loan Fund NMTC Sub-CDE XI, LLC (NCCLF Sub-CDE XI),
a California limited liability company sponsored by its parent CDE, Community Vision Capital & Consulting (formerly
known as Northern California Community Loan Fund), a California nonprofit public benefit corporation. The NMTC
deal, which closed in January 2015, also included providing a leveraged loan to COCRF Investor 32, LLC (COCRF 32),
a Delaware limited liability company. In 2022, Family House and Affiliates started the process of unwinding NMTC
transactions. As part of the process, Family House purchased the membership interest in COCRF 32 for $1,000 and
assigned the note held by COCRF 32 totaling $7,421,840 to FHF to offset the QLICI loans. The remaining unpaid
amount of QLICI loans totaling $3,629,160 was forgiven by the lenders. FHF was dissolved in 2024, and management
expects FHMB to be dissolved subsequent to year end.

Family House and Affiliates are vulnerable to risks associated with revenue that is substantially dependent on
contributions and public support. The continued growth of Family House and Affiliates are contingent upon successful
achievement of the organization’s revenue raising goals.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of Family House and Affiliates. All significant
intercompany transactions and balances, if any, have been eliminated in the consolidation.

Accounting Method

Family House and Affiliates use the accrual method of accounting, which recognizes income in the period
earned and expenses when incurred, regardless of the timing of payments.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Basis of Presentation

Family House and Affiliates report information regarding their financial position and activities according to
two classes of net assets, as applicable: net assets without donor restrictions and net assets with donor restrictions.

 Net assets without donor restrictions include those assets over which the Board of Directors has
discretionary control in carrying out the operations of Family House and Affiliates.

 Net assets with donor restrictions include those assets subject to donor restrictions and for which the
applicable restrictions were not met as of the end of the current reporting period. Some donor-imposed
restrictions are temporary in nature, such as those that will be met by the passage of time or other events
specified by the donor. When a donor restriction expires – that is, when a stipulated time restriction ends
or purpose restriction is accomplished – net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statements of activities as net assets released from
restrictions. Other donor-imposed restrictions are perpetual in nature, where the donor stipulates the
resources be maintained in perpetuity.

Revenue Recognition

Contributions are recognized as revenue when they are unconditionally communicated or transferred,
whichever is earlier. Grants represent contributions if resource providers receive no value in exchange for the assets
transferred. Contributions are recognized when the donor makes a promise to give; that is, in substance, an
unconditional promise. Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Contributions are recorded at their fair value as support without donor restrictions or support with
donor restrictions, depending on the absence or existence of donor-imposed restrictions as applicable. When a
restriction expires (that is when a stipulated time restriction ends or purpose restriction is accomplished), net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the consolidated statements of
activities as net assets released from restrictions. If donors’ restrictions are satisfied in the same period that the
contribution is received, the contribution is reported as support without donor restrictions. Contributions restricted for
the purchase of long-lived assets are reported as support without donor restriction when placed in service.
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Contributions receivable that are expected to be collected in future years are recorded at the present value of
their estimated future cash flows. The discounts on those amounts are computed using risk-free interest rates applicable
to the years in which the contributions are received. Amortization of the discounts, if any, is included in contribution
revenue.

Family House acquired certain property in prior years for nominal amounts or by charitable contribution.
These assets were recorded at their estimated fair value as of the acquisition date, and these amounts may materially
differ from current values.

Contributed services are stated at their estimated fair value, if they are ordinarily purchased and are of a
specialized nature, or if they enhance a nonfinancial asset.

Family House receives reimbursement from a state program and some private insurance companies for
reimbursement of the cost of a family’s stay at Family House. Family House cannot reasonably estimate these
reimbursements. Therefore, they are recorded as revenue when received.

In-Kind Donations

The accounting standard on in-kind donations, required by accounting principles generally accepted in the
United States of America, requires contributed nonfinancial assets to be segregated from cash and other financial assets
on the statements of activities and requires qualitative disclosures including: (a) whether the asset was monetized or
utilized during the reporting period, and if utilized a description of the programs or activities in which those assets were
monetized or used; (b) a policy, if any, about whether to monetize the contributed nonfinancial asset rather than utilize
the asset; (c) a description of any donor-imposed restrictions; (d) the valuation techniques and inputs used to arrive at a
fair value measurement; and (e) the principal market used in determining a fair value measure if the market is one in
which a donor-imposed restriction prohibits Family House and Affiliates from selling or using the contributed
nonfinancial asset.

In-kind donations are recorded at fair value where an objective basis of measurement is available. In 2025 and
2024, Family House and Affiliates received in-kind donations of toys, clothing, food, and other goods totaling $132,582
and $129,696, respectively, which were then donated to the families.

Cash and Restricted Cash

Cash is defined as cash in demand deposit accounts as well as cash on hand. Restricted cash are funds
restricted as to their use, regardless of liquidity, such as funds provided by donors for a specified purpose, which are
included in net assets with donor restrictions, including donor-restricted endowment funds (see Note 4). Family House and
Affiliates occasionally maintain cash on deposit at a bank in excess of the Federal Deposit Insurance Corporation or
Securities Investor Protection Corporation limit. The uninsured cash and investments balance was approximately
$4,010,000 as of December 31, 2025. Family House and Affiliates have not experienced any losses in such accounts.

Contributions Receivable

Family House and Affiliates record an allowance for doubtful collections based on a review of outstanding
receivables, historical collection information, and existing economic conditions. The allowance for doubtful collections
was $-0- as of December 31, 2025 and 2024.
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Investments

In accordance with accounting principles generally accepted in the United States of America, fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly
transaction between market participants at the measurement date.

Accounting principles generally accepted in the United States of America establish a fair value hierarchy for
inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs be used when available. Observable inputs are those that market
participants would use in pricing the asset or liability based on market data obtained from sources independent of
Family House and Affiliates. Unobservable inputs, if any, reflect Family House and Affiliates’ assumption about the
inputs market participants would use in pricing the asset or liability developed based on the best information available
in the circumstances. The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that
Family House and Affiliates have the ability to access at measurement date. Valuation adjustments and block
discounts are not applied to Level 1 securities. Since valuations are based on quoted prices that are readily and
regularly available in an active market, valuation of these securities does not entail a significant degree of
judgment.

Level 2 – Valuations based on significant inputs that are observable, either directly or indirectly or quoted
prices in markets that are not active, that is, markets in which there are few transactions, the prices are not
current or price quotations vary substantially either over time or among market makers.

Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The availability of valuation techniques and observable inputs can vary from security to security and is
affected by a wide variety of factors, including the type of security, whether the security is new and not yet established
in the marketplace, and other characteristics particular to the transaction. To the extent that valuation is based on models
or inputs that are less observable or unobservable in the market, the determination of fair value requires more judgment.
Those estimated values do not necessarily represent the amounts that may be ultimately realized due to the occurrence
of future circumstances that cannot be reasonably determined. Because of the inherent uncertainty of valuation, those
estimated values may be materially higher or lower than the values that would have been used had a ready market for
the securities existed.

Property and Equipment

Property and equipment is stated at cost of acquisition, construction, or fair value if donated. Assets with a
useful life of three years or more and a value of $3,000 or more are capitalized. The costs of maintenance and repairs
are charged to expense as incurred. Depreciation is computed based on the straight-line method over the estimated
useful lives of the assets.

The useful lives of the assets are estimated as follows:

Buildings and improvements 30 years
Furniture and equipment 5 years
Site improvements 15 years
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Split-interest Agreement

FHI is named as a beneficiary of a split-interest agreement. FHI records its beneficial interest in charitable trust
under the split-interest agreement as a contribution if it is irrevocable, unconditional, and measurable. Beneficial
interests are recorded at fair value and are reported separately in the consolidated statements of financial position. The
contribution revenue from the split-interest agreement is included in contributions with donor restrictions in the
accompanying consolidated statements of activities. The remaining balance of the beneficial interest was written off
during 2025 (see Note 6).

Income Taxes

Family House and Affiliates are exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code and the related California code sections.

Family House and Affiliates believe that they have appropriate support for any tax positions taken, and as such,
do not have any uncertain tax positions that are material to the financial statements. Family House and Affiliates’
federal and state information returns for the years 2021 through 2024 have been filed and are subject to examination by
regulatory agencies, generally for three years and four years after they were filed for federal and state, respectively.

Functional Expenses Allocation

The costs of program and supporting services 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. Certain categories of expenses are attributed to more than one program or
supporting function that require consistent allocation on a reasonable basis. Expenses that are allocated based on
estimates of employees’ time incurred are: payroll and related costs and other administrative expenses. Expenses that
are allocated based on the allocated square footage of the Mission Bay building are: housekeeping and household
supplies, repairs and maintenance, utilities, interest and depreciation.

Subsequent Events

Management has evaluated subsequent events through August 5, 2026, the date on which the consolidated
financial statements were available to be issued.

Reclassification

Certain amounts previously reported in the 2024 financial statements were reclassified to conform to the 2025
presentation for comparative purposes.

NOTE 3 – CONTRIBUTIONS RECEIVABLE

Contributions receivable is summarized as follows:

2025 2024

Contributions receivable $ 500,000 $ 616,667
Less: unamortized discount (23,022) (14,824)

476,978 601,843
Less: current portion (150,000) (266,667)

Net contributions receivable $ 326,978 $ 335,176
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Future receipts are expected as follows:

2026 $ 150,000
2027 100,000
2028 100,000
2029 100,000
2030 50,000
Thereafter -

NOTE 4 – INVESTMENTS

Investments as of December 31, 2025 and 2024 are summarized as follows:
2025

Non-
Endowment Endowment Total

Funds (Level 1):
U.S. High Quality Bonds $ 13,394,133 $ 612,055 $ 14,006,188
Technology 1,313,921 84,272 1,398,193
Real Estate 494,049 33,424 527,473
U.S. Large Company Stocks 7,953,668 834,606 8,788,274
U.S. Large Company Value 3,570,633 238,598 3,809,231
U.S. Small Company Stocks 763,808 50,280 814,088
U.S. Small Company Value 2,171,322 146,291 2,317,613
Foreign Developed Country Stocks 6,387,809 427,165 6,814,974
Foreign Emerging Market Stocks 2,410,327 161,754 2,572,081

38,459,670 2,588,445 41,048,115

Other stocks (Level 2) 8,000 - 8,000

Total $ 38,467,670 $ 2,588,445 $ 41,056,115

2024
Non-

Endowment Endowment Total

Funds (Level 1):
U.S. High Quality Bonds $ 6,492,722 $ 798,320 $ 7,291,042
U.S. Inflation Adjusted Bonds 316,670 - 316,670
Technology 999,690 79,502 1,079,192
Real Estate 515,970 28,536 544,506
U.S. Large Company Stocks 9,161,946 462,589 9,624,535
U.S. Large Company Value 3,095,910 236,804 3,332,714
U.S. Small Company Stocks 710,552 48,205 758,757
U.S. Small Company Value 1,759,684 128,941 1,888,625
Foreign Developed Country Stocks 4,107,745 326,965 4,434,710
Foreign Emerging Market Stocks 1,718,986 136,743 1,855,729

28,879,875 2,246,605 31,126,480

Other stocks (Level 2) 35,000 - 35,000

Total $ 28,914,875 $ 2,246,605 $ 31,161,480
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Unrealized gain on investments for 2025 and 2024 was $5,664,512 and $2,678,003, respectively.

Family House and Affiliates’ investments recorded at fair value have been categorized based upon Level 1
hierarchy of inputs in accordance with accounting principles generally accepted in the United States of America
(see Note 2).

Family House and Affiliates also has investments in other stocks with a fair value of $8,000 and $35,000 as of
December 31, 2025 and 2024, respectively, based on a third-party report. These have been categorized based upon
Level 2 hierarchy of inputs in accordance with accounting principles generally accepted in the United States of America
(see Note 2).

The total fair value of investments as of December 31, 2025 and 2024 includes $2,588,445 and $2,246,605,
respectively, of donor-restricted endowment funds (see Note 7) and related investment income. The donor-restricted
endowment funds also include $5,501 and $3,437 of restricted cash as of December 31, 2025 and 2024, respectively.

Family House and Affiliates’ investment portfolio is being managed by an independent and reputable
third-party investment manager.

NOTE 5 – PROPERTY AND EQUIPMENT

Property and equipment is summarized as follows:

2025 2024

Land $ 4,324,376 $ 4,324,376
Buildings and improvements 39,678,971 39,667,971
Furniture and equipment 3,788,565 3,758,089
Site improvements 236,425 236,425
Work in progress 30,909 -

48,028,337 47,986,861
Less: accumulated depreciation (17,095,132) (15,548,554)

Total property and equipment $ 30,964,114 $ 32,438,307

NOTE 6 – BENEFICIAL INTEREST IN CHARITABLE TRUST

FHI is a beneficiary to a charitable lead trust. In accordance with the terms of the trust agreement, the trustees,
third parties, shall distribute an amount of $25,000 annually to FHI through 2029. FHI’s beneficial interest in charitable
trust recorded at fair value has been categorized based upon Level 2 hierarchy of inputs in accordance with accounting
principles generally accepted in the United States of America (see Note 2). In 2025, the beneficiary of the charitable lead
trust was changed. As a result, the related beneficial interest asset was written off.
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NOTE 7 – NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are summarized as follows:

2025
December 31,

2024 Contributions
Releases from
Restrictions

December 31,
2025

Endowment $ 1,380,782 $ 100,000 $ - $ 1,480,782
Endowment earnings – time restricted until

appropriated for expenditures 869,260 366,399 (122,495) (1) 1,113,164
Music therapy program 435,176 - - 435,176
Other – time restricted 263,877 - (263,877) -
Other – purpose restricted - 115,000 - 115,000

$ 2,949,095 $ 581,399 $ (386,372) $ 3,144,122

2024
December 31,

2023 Contributions
Releases from
Restrictions

December 31,
2024

Endowment $ 1,280,782 $ 100,000 $ - $ 1,380,782
Endowment earnings – time restricted until

appropriated for expenditures 780,313 206,888 (117,941) (1) 869,260
Music therapy program 481,513 3,663 (50,000) 435,176
Other – time restricted 787,045 1,832 (525,000) 263,877

$ 3,329,653 $ 312,383 $ (692,941) $ 2,949,095

(1) The Board of Directors of Family House and Affiliates authorized the release of 6% of the total endowment fund
during 2025 and 2024.

Endowment

Over the years, Family House and Affiliates have received certain funds with donor restrictions. Family House
and Affiliates established the Arthur R. Ablin Endowment Fund of Family House. The primary funding of the
endowment came from an estate, of which Family House was the sole beneficiary. The endowment fund is managed by
an independent and reputable third-party investment manager. As required by accounting principles generally accepted
in the United States of America, net assets associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.
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Interpretation of Relevant Law

The Board of Directors of Family House and Affiliates has interpreted the State Prudent Management of
Institutional Funds Act (the Act) as requiring the preservation of the fair value of the original gifts as of the date of the
donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation,
Family House classifies as net assets with donor restrictions: (1) the original value of gifts donated to the permanent
endowment, (2) the original value of subsequent gifts to the permanent endowment, and (3) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund, if any. The remaining portion of the donor-restricted endowment fund, including
endowment earnings, is classified as net assets with donor restrictions until those amounts are appropriated for
expenditure by Family House and Affiliates in a manner consistent with the standard of prudence of the Act.

In accordance with the Act, Family House and Affiliates consider the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(a) The duration and preservation of the fund.
(b) The purposes of Family House and Affiliates and the donor-restricted endowment fund.
(c) General economic conditions.
(d) The possible effect of inflation and deflation.
(e) The expected total return from income and the appreciation of investments.
(f) Other resources of Family House and Affiliates.
(g) The investment policies of Family House and Affiliates.

Funds with Deficiencies

From time to time, the fair value of assets associated with the donor-restricted endowment funds may fall
below the level that the donor or the Act requires Family House and Affiliates to retain as a fund of perpetual duration.
In accordance with accounting principles generally accepted in the United States of America, deficiencies of this nature
are reported as decreases in net assets without donor restrictions. These deficiencies may result from unfavorable market
fluctuations or other market conditions. There were no such deficiencies as of December 31, 2025 and 2024.

Return Objectives and Risk Parameters

The Endowment Account is intended to accumulate as much capital appreciation as possible, with the eventual
goal of helping to support Family House and Affiliates’ on-going operations while leaving the accumulated principal
intact. Given this objective, investments assume a moderate to high degree of risk with diversification among different
asset classes as a means of reducing risk. The Endowment Account can and will tolerate short-term portfolio volatility
in an effort to achieve higher expected long-term rate of return.

Strategies Employed for Achieving Objectives

To meet the return objectives and risk parameters, guidelines for the management of the Endowment Account
have been established.

Asset allocation ranges are set for the various asset classes: a target asset allocation of 65% equities and 35%
fixed income was adopted in 2025 and 2024. Actual asset allocation may vary from the target, but equities and fixed
income may not exceed 10% of the portfolio at market value. Endowment investments do not include illiquid assets,
such as real estate, and acceptable and unacceptable investments for each asset class have been determined.
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Spending Policy and How the Investment Objectives Relate to Spending Policy

At this time, Family House and Affiliates’ policy is to reinvest all earnings. Family House and Affiliates’ board
of directors may determine the amount that will be used to help fund Family House and Affiliates’ annual operations.
The spending of earnings will be limited to the annual earnings of the portfolio and will not exceed seven percent (7%)
of the fair value of the endowment fund. The fair value of the endowment fund will be calculated on the basis of market
values determined at least quarterly and averaged over a period of not less than three (3) years immediately following
the year in which the appropriation for expenditure is made.

NOTE 8 – RETIREMENT PLAN

Family House and Affiliates established a 403b plan covering employees who work more than 30 hours a
week, as defined in the plan. Employees are not required to contribute to the plan and employee contributions are
immediately vested. The employer contribution to the plan is 3% of employees’ annual salary, excluding bonuses, with
an additional 3% matching if an employee contributes at least 3% of an employee’s annual salary, excluding bonuses, to
the plan. Employer contributions were $149,992 and $135,119 for the years ended December 31, 2025 and 2024,
respectively.

NOTE 9 – COMMITMENTS, CONTINGENCIES AND OTHER MATTERS

Reimbursement Income

Starting 2017, Family House is able to bill California Children’s Services (CCS), a state program for children
with certain diseases or health problems, and some private insurance companies for reimbursement of the cost of a
family’s stay at Family House. Reimbursement from CCS is funded on a county-by-county basis and is dependent upon
each county’s reimbursement rate and the nature of a family’s stay at the Family House facility. Private insurance
companies may reimburse Family House if it is such company’s policy to reimburse for the types of services that
Family House provides to families. Total amount of lodging reimbursement received was $-0- and $18,960 for the years
ended December 31, 2025 and 2024, respectively.

NOTE 10 – LIQUIDITY AND AVAILABILITY

Family House and Affiliates regularly monitor liquidity required to meet their operating needs and other
contractual commitments, while also striving to maximize the investment of their available funds. Family House and
Affiliates have various sources of liquidity at its disposal, including cash and cash equivalents and equity securities.

In addition to financial assets available to meet general expenditures over the next 12 months, Family House
and Affiliates operate with a balanced budget and anticipate collecting sufficient revenue to cover general expenditures
not covered by donor-restricted resources. Refer to the consolidated statements of cash flows, which identify the sources
and uses of cash and restricted cash and show positive cash generated by operations for 2025 and 2024.
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As of December 31, 2025 and 2024, the following financial assets could readily be made available within one
year of the consolidated statements of financial position date to meet general expenditures:

2025 2024

Cash and cash equivalents $ 4,479,244 $ 6,794,015
Contribution receivables, net – current portion 150,000 266,667
Other receivables - 61,419
Investments 41,056,115 31,161,480
Beneficial interest in charitable trust – current portion - 25,000

45,685,359 38,308,581
Less:

Endowment investments (1) (2,588,445) (2,246,605)
Receivables, net – current portion encumbered by donor: (150,000) (100,000)

$ 42,946,914 $ 35,961,976

(1) As of December 31, 2025 and 2024, $2,588,445 and $2,246,605, respectively, of Family House and Affiliates’
investments was restricted by the donor as Endowment (see Notes 4 and 7). These donor-restricted endowment
funds are not currently available for general expenditure. Prudent investment management, however, is considered
to ensure the preservation of the funds for future use, which is outlined in Family House and Affiliates’ Investment
Guidelines and overseen by the BOD Investment Committee.
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CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

DECEMBER 31, 2025

Family Family
House, House, Inc.
Inc. 10th Avenue Total

Current assets:
Cash 3,716,611$ 762,633$ 4,479,244$
Contributions receivable – current portion 150,000 - 150,000
Prepaid expenses 141,591 - 141,591
Investments 41,056,115 - 41,056,115

Total current assets 45,064,317 762,633 45,826,950

Contributions receivable – net of current portion 326,978 - 326,978
Restricted cash:

Endowment 5,501 - 5,501
Property and equipment – net 26,918,090 4,046,024 30,964,114

Total assets 72,314,886$ 4,808,657$ 77,123,543$

Current liabilities:
Accounts payable and accrued expenses 365,079$ -$ 365,079$
Deferred revenue - 290,210 290,210

Total liabilities 365,079 290,210 655,289

Net assets:
Without donor restrictions 68,805,685 4,518,447 73,324,132
With donor restrictions 3,144,122 - 3,144,122

Total net assets 71,949,807 4,518,447 76,468,254

Total liabilities and net assets 72,314,886$ 4,808,657$ 77,123,543$

LIABILITIES AND NET ASSETS

ASSETS
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CONSOLIDATING SCHEDULE OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2025

Family Family
House, House, Inc.
Inc. 10th Avenue Total

Support and revenue:
Contributions 5,177,277$ -$ 5,177,277$
In-kind donations 132,582 - 132,582
Special events contributions 1,802,417 - 1,802,417
Special events revenue 401,878 - 401,878
Less: cost of special events (622,173) - (622,173)
Operations financed by UCSF - 1,320,615 1,320,615
Family stay - 199,121 199,121
Other income 7,028 - 7,028
Unrealized gain on investments 5,664,512 - 5,664,512

Total support and revenue 12,563,521 1,519,736 14,083,257

Expenses:
Program services 5,753,803 1,102,316 6,856,119
Management and general 667,596 214,224 881,820
Fundraising – general 974,732 - 974,732

Total expenses 7,396,131 1,316,540 8,712,671

Change in net assets 5,167,390 203,196 5,370,586

Transfers between entities 216,736 (216,736) -

Net assets, beginning of year 66,565,681 4,531,987 71,097,668

Net assets, end of year 71,949,807$ 4,518,447$ 76,468,254$
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SCHEDULE OF ACTIVITIES – FAMILY HOUSE, INC. ONLY

YEAR ENDED DECEMBER 31, 2025

Without With
Donor Donor

Restrictions Restrictions Total

Support and revenue:
Contributions 4,962,277$ 215,000$ 5,177,277$
In-kind donations 132,582 - 132,582
Special events contributions 1,802,417 - 1,802,417

Special events revenue 401,878 - 401,878

Less: cost of special events (622,173) - (622,173)
Reimbursement income - - -
Other income 7,028 - 7,028
Unrealized gain on investments 5,298,113 366,399 5,664,512
Net assets released from restrictions 386,372 (386,372) -

Total support and revenue 12,368,494 195,027 12,563,521

Expenses:
Program services 5,753,803 - 5,753,803
Management and general 667,596 - 667,596
Fundraising – general 974,732 - 974,732

Total expenses 7,396,131 - 7,396,131

Change in net assets 4,972,363 195,027 5,167,390

Transfers between entities 216,736 216,736

Net assets, beginning of year 63,616,586 2,949,095 66,565,681

Net assets, end of year 68,805,685$ 3,144,122$ 71,949,807$


