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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Bread for the World Institute, Inc.

Opinion

We have audited the accompanying financial statements of Bread for the World Institute, Inc.
(“the Institute), which comprise the statement of financial position as of December 31, 2025;
the related statements of activities, functional expenses, and cash flows for the year then ended;
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Institute as of December 31, 2025, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of the Institute 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 Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards, we:

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

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Institute’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Institute’s ability to continue as a going
concern for a reasonable period of time.
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Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited the Institute’s December 31, 2024 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated
May 20, 2025. In our opinion, the summarized comparative information presented herein, as of
and for the year ended December 31, 2024, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

me ~— CQM'M7 P

Vienna, Virginia
May 1, 2026



Bread for the World Institute, Inc.

Statement of Financial Position
December 31, 2025
(With Summarized Financial Information for December 31, 2024)

2025 2024
Assets

Current assets:

Cash and cash equivalents $ 2,224,774 $ 2,615,477

Contributions receivable 2,455,068 2,561,107

Due from the Alliance 29,091 8,220

Investments 12,540,583 9,684,165

Prepaid expenses 107,858 145,425
Total current assets 17,357,374 15,014,394
Deposits 235,915 235,915
Contributions receivable, long-term, net 2,829,913 3,930,896
Property and equipment, net 174,650 236,844
Right-of-use asset — operating lease 1,828,786 2,103,933

Total assets $ 22,426,638 $ 21,521,982

Liabilities and Net Assets

Liabilities
Current liabilities:
Accounts payable and accrued expenses $ 8,119 $ 35,993
Due to Bread 4,042,806 4,046,562
Total current liabilities 4,050,925 4,082,555
Lease liability — operating lease 2,400,297 2,733,153
Loan payable — Paycheck Protection Program 322,182 497,381
Total liabilities 6,773,404 7,313,089
Net Assets
Without donor restrictions:
Undesignated 510,475 121,417
Board-designated (Founder’s Fund) 5,829,486 5,286,785
Total without donor restrictions 6,339,961 5,408,202
With donor restrictions 9,313,273 8,800,691
Total net assets 15,653,234 14,208,893
Total liabilities and net assets $ 22,426,638 $ 21,521,982

See accompanying notes.




Bread for the World Institute, Inc.

Statement of Activities
For the Year Ended December 31, 2025
(With Summarized Financial Information for the Year Ended December 31, 2024)

Without Donor With Donor 2025 2024
Restrictions Restrictions Total Total
Operating Revenue and Support
Contributions and membership $ 2,797,639 $ 1,491,057 $ 4,288,696 $§ 11,341,133
Foundation grants 772,500 230,625 1,003,125 1,017,484
Endowments and bequests 482,491 1,414,000 1,896,491 827,880
Other income 49,077 - 49,077 43,013
Net assets released from restrictions:
Satisfaction of program restrictions 920,702 (920,702) - -
Satisfaction of time restrictions 2,010,079 (2,010,079) - -
Total operating revenue and support 7,032,488 204,901 7,237,389 13,229,510
Expenses
Program services:
Public education 1,231,885 - 1,231,885 3,597,700
Outreach and advocacy 969,631 - 969,631 1,289,674
Public policy 4,062,224 - 4,062,224 1,306,117
Total program services 6,263,740 - 6,263,740 6,193,491
Supporting services:
Fundraising 436,021 - 436,021 482,664
Management and general 427,913 - 427913 410,415
Total supporting services 863,934 - 863,934 893,079
Total expenses 7,127,674 - 7,127,674 7,086,570
Change in Net Assets from Operations (95,186) 204,901 109,715 6,142,940
Non-Operating Activity
Investment return 1,026,945 307,681 1,334,626 885,041
Total non-operating activity 1,026,945 307,681 1,334,626 885,041
Change in Net Assets 931,759 512,582 1,444,341 7,027,981
Net Assets, beginning of year 5,408,202 8,800,691 14,208,893 7,180,912
Net Assets, end of year $ 6,339,961 $ 9,313273 $ 15,653,234 § 14,208,893

See accompanying notes.



Bread for the World Institute, Inc.

Statement of Functional Expenses
For the Year Ended December 31, 2025
(With Summarized Financial Information for the Year Ended December 31, 2024)

Program Services Supporting Services
Outreach Total Management Total

Public and Program and Supporting 2025 2024

Education Advocacy Public Policy Services Fundraising General Services Total Total
Salaries $ 580,219 § 505,590 § 1,999,637 § 3,085,446 § 169,756 § 141,940 § 311,696 $ 3,397,142 § 3,360,826
Employee benefits 215,754 201,572 655,582 1,072,908 81,203 72,553 153,756 1,226,664 1,151,337
Professional fees and contracts 72,073 58,581 549,322 679,976 39,400 54,129 93,529 773,505 966,435
Facilities 76,964 54,207 253,796 384,967 27,294 115,773 143,067 528,034 440,329
Printing, production, and design 1,492 6,691 70,676 78,859 1,698 27 1,725 80,584 87,161
Travel 46,324 87,285 116,959 250,568 4,366 3,467 7,833 258,401 305,900
Meetings and conferences 192,539 29,709 84,285 306,533 9,709 2,696 12,405 318,938 246,749

Office supplies, postage, and

telephone 8,213 9,344 29,726 47,283 2,711 12,070 14,781 62,064 61,832
Depreciation and amortization 8,044 6,834 28,503 43,981 3,065 15,148 18,213 62,194 62,192
Membership services - - 84,019 84,019 82,922 - 82,922 166,941 196,482
Other expenses 11,260 - 160,766 172,026 11,851 - 11,851 183,877 114,523
Grants 10,000 - - 10,000 - - - 10,000 42,570
Computer services and supplies 8,403 9,818 28,953 47,174 2,046 10,110 12,156 59,330 50,234
Total Expenses $ 1,231,885 § 969,631 § 4,062,224 § 6,263,740 § 436,021 $ 427913 $ 863,934 § 7,127,674 $ 7,086,570

See accompanying notes. 6



Bread for the World Institute, Inc.

Statement of Cash Flows
For the Year Ended December 31, 2025
(With Summarized Financial Information for the Year Ended December 31, 2024)

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation and amortization
Realized and unrealized gain on investments
Change in discount — contributions receivable
Contributions to donor-restricted endowments
Amortization of right-of-use asset — operating lease
Change in operating assets and liabilities:
Decrease (increase) in:
Contributions receivable
Due from the Alliance
Prepaid expenses
(Decrease) increase in:
Accounts payable and accrued expenses
Due to Bread
Lease liability — operating lease

Net cash provided by operating activities
Cash Flows from Investing Activities

Proceeds from sales of investments

Purchases of investments
Net cash used in investing activities
Cash Flows from Financing Activities

Principal payments on loan payable — Paycheck

Protection Program

Contributions to donor-restricted endowments
Net cash (used in) provided by financing activities
Net (Decrease) Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, beginning of year

Cash and Cash Equivalents, end of year

See accompanying notes.

2025 2024
$ 1,444 341 $ 7,027,981
62,194 62,192
(952,625) (487,391)
(125,357) 236,191
- (500,000)
275,147 161,716
1,332,379 (5,093,284)
(20,871) 6,676
37,567 (43,892)
(27,874) 31,910
(3,756) (753,442)
(332,856) (318,431)
1,688,289 330,226
3,853,714 379,403
(5,757,507) (398,586)
(1,903,793) (19,183)
(175,199) (173,302)
- 500,000
(175,199) 326,698
(390,703) 637,741
2,615,477 1,977,736
$ 2,224,774 $ 2,615,477




Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Nature of Operations

Bread for the World Institute, Inc. (“the Institute), an affiliate of Bread for the World,
Inc. (“Bread”), was established to conduct and gather impartial, scientific research and
analysis of the causes, nature, and prevention of poverty and hunger in the United States
of America and throughout the world. The dissemination of the results of such research
and analysis is by means of printed and electronic materials, discussions, lectures,
ecumenical liturgies, and other appropriate media. These activities are funded primarily
through contributions and memberships, foundation grants, endowments, bequests, and
gift annuities.

Summary of Significant Accounting Policies

Basis of Accounting and Presentation

The Institute’s financial statements are prepared on the accrual basis of accounting. Net
assets are reported based on the presence or absence of donor-imposed restrictions, as
follows:

e Net Assets Without Donor Restrictions — Net assets available for use in general
operations and not subject to donor (or certain grantor) restrictions. The
governing Board has designated, from net assets without donor restrictions, net
assets for the Board-designated endowment.

o Net Assets With Donor Restrictions — Net assets subject to donor- (or certain
grantor-) imposed restrictions. Some donor-imposed restrictions are temporary in
nature, such as those that will be met by the passage of time or other events
specified by the donor. Other donor-imposed restrictions are perpetual in nature,
where the donor stipulates that resources be maintained in perpetuity. Donor-
imposed restrictions are released when a restriction expires, that is, when the
stipulated time has elapsed, when the stipulated purpose for which the resource
was restricted has been fulfilled, or both.

Cash Equivalents

The Institute considers as cash equivalents all highly liquid investments, which can be
converted into known amounts of cash and have a maturity period of 90 days or less at
the time of purchase. Excluded from this definition of cash equivalents are amounts held
for investment.



Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Summary of Significant Accounting Policies (continued)

Contributions Receivable

Contributions receivable represents unconditional promises to give. Amounts to be
collected more than a year after the statement of financial position date are recorded net
of a present value discount. The discounts on these amounts are computed using risk-free
interest rates applicable to the period over which the promises are to be received. The
Institute provides an allowance for doubtful accounts using the allowance method, which
is based on management’s judgment considering historical information. Accounts are
individually analyzed for collectability, and will be reserved based on individual
evaluation and specific circumstances. When all collection efforts have been exhausted,
the amounts are written off against the related allowance. At December 31, 2025, no
allowance is recorded as management believes that all contributions receivable are fully
collectible.

Investments

Investments are stated at fair value. The estimated fair values of investments in the
Evangelical Lutheran Church in America (ELCA) Endowment Pooled Trust Fund, which
is subject to certain withdrawal restrictions, are provided by the external investment
manager and may be based on historical cost, appraisals, obtainable prices for similar
assets, or other estimates. Because of the inherent uncertainty of valuation for these
investments and in certain underlying investments held by the fund manager, values for
those investments may differ from values that would have been used had a ready market
for the investments existed. The Institute reviews and evaluates the values provided by
its investment manager and agrees with the valuation methods and assumptions used in
determining the fair value. Unrealized gains and losses are reported as a component of
investment return and are included in the accompanying statement of activities.

Property and Equipment

Property and equipment purchased at a cost of $5,000 or more and with an estimated life
exceeding one year are capitalized and recorded at acquisition cost. Depreciation is
computed using the straight-line method over the estimated useful lives of the assets,
which range from five to 10 years. Leasehold improvements are amortized over the
shorter of the estimated useful life or the original life of the lease. Expenditures for
repairs and maintenance are expensed as incurred. Upon the retirement or disposal of
assets, the cost and accumulated depreciation or amortization are eliminated from the
accounts and the resulting gain or loss is included in revenue and support or expenses in
the accompanying statement of activities.



Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Summary of Significant Accounting Policies (continued)

Operating Lease

The Institute determines if an arrangement is a lease at inception. Operating lease is
included in the right-of-use (ROU) assets, which represent the Institute’s right to use an
underlying asset for the lease terms, and lease liabilities represent the Institute’s
obligation to make lease payments arising from the lease. Operating ROU lease assets
and liabilities are recognized at the commencement date based on the present value of
lease payments over the lease term. As the Institute’s lease does not provide an implicit
rate, the Institute used a risk-free rate based on the information available at the
commencement date in determining the present value of lease payments.

The ROU assets also include any lease payments made and exclude lease incentives. The
Institute’s lease terms may include options to extend or terminate the lease when it is
reasonably certain that the Institute will exercise that option. Lease expense for lease
payments is recognized in a straight-line basis over the lease term.

Revenue Recognition

The Institute recognizes contributions (including foundation grants, endowments, and
bequests) when cash, securities, or other assets; an unconditional promise to give; or
notification of a beneficial interest is received. Conditional promises to give, that is,
those with a measurable performance or other barrier, and a right of return, are not
recognized until the conditions on which they depend have been substantially met.
Membership, which is nonrefundable, is made up entirely of a contribution element,
which is recognized immediately.

Advertising Costs

Advertising costs are expensed as incurred and approximated $215,181 during the year
ended December 31, 2025.

Measure of Operations

The Institute includes in its measure of operations all revenues and expenses that are an
integral part of its programs and supporting activities, and excludes investment return.

10



Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Summary of Significant Accounting Policies (continued)

Use of Estimates

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

Comparative Information

The financial statements include certain prior-year summarized comparative information
in total, but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in
the United States of America. Accordingly, such information should be read in
conjunction with the Institute’s 2024 financial statements, from which the summarized
information was derived.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a
functional basis in the statement of activities. The statement of functional expenses
presents the natural classification detail of expenses by function. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Subsequent Events

In preparing these financial statements, the Institute has evaluated events and transactions
for potential recognition or disclosure through May 1, 2026, the date the financial
statements were available to be issued.

Liquidity and Availability
The Institute strives to maintain liquid financial assets sufficient to cover 90 days of
general expenditures. Management periodically reviews the Institute’s liquid asset needs

and adjusts the cash and cash equivalents balances as necessary. Amounts in excess of
operating liquidity needs are invested in money market funds and mutual funds.

11



Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Liquidity and Availability (continued)

The following table reflects the Institute’s financial assets as of December 31, 2025,
reduced by amounts that are not available to meet general expenditures within one year of
the statement of financial position date because of contractual restrictions or internal
Board designations. Amounts not available include Board-designated funds. In the event
the need arises to utilize the Board-designated funds for liquidity purposes, the reserves
could be drawn upon through Board resolution. Amounts not available to meet general
expenditures within one year also include net assets with donor restrictions.

Financial assets available for general expenditures, that is, without donor or other
restrictions limiting their use, within one year of the statement of financial position date,
comprise the following at December 31, 2025:

Cash and cash equivalents $ 2,224,774
Contributions receivable, net 5,284,981
Due from the Alliance 29,091
Investments 12,540,583
Less: Board-designated funds (5,829,486)
Less: net assets with donor restrictions (9,313,273)
Total available for general expenditures $ 4,936,670

Concentrations of Credit Risk

Financial instruments that potentially subject the Institute to significant concentrations of
credit risk consist of cash and cash equivalents, investments, and contributions
receivable. The Institute maintains cash deposit and transaction accounts, along with
investments, with various financial institutions and these values, from time to time,
exceed insurable limits under the Federal Deposit Insurance Corporation (FDIC) and
Securities Investor Protection Corporation (SIPC). The Institute has not experienced any
credit losses on its cash and cash equivalents, and investments to date as it relates to
FDIC and SIPC insurance limits. Management periodically assesses the financial
condition of these financial institutions and believes that the risk of any credit loss is
minimal. Contributions receivable consist primarily of amounts due from individual
donors. Management believes the credit risk related to these receivables is minimal.

12
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Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Contributions Receivable

Contributions receivable were due as follows at December 31, 2025:

Due in less than one year $ 2,455,068
Due in one to five years 2,978,660
Total contributions receivable 5,433,728
Less: present value discount (at 4.38%) (148,747)
Contributions receivable, net $ 5,284,981

Investments and Fair Market Value Measurements

The Institute follows Financial Accounting Standards Board Accounting Standards
Codification (ASC) 820, Fair Value Measurements and Disclosures, for its financial
assets. This standard establishes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value.

Fair value measurement standards require an entity to maximize the use of observable
inputs (such as quoted prices in active markets) and minimize the use of unobservable
inputs (such as appraisals or other valuation techniques) to determine fair value. The
categorization of a financial instrument within the hierarchy is based upon the pricing
transparency of the instrument and does not necessarily correspond to the entity’s
perceived risk of that instrument.

The inputs used in measuring fair value are categorized into three levels. Level 1 inputs
consist of unadjusted quoted prices in active markets for identical assets and liabilities
and have the highest priority. Level 2 is based upon observable inputs other than quoted
market prices, and Level 3 is based on unobservable inputs. Transfers between levels are
recognized at the end of the reporting period.

In general, and where applicable, the Institute uses quoted prices in active markets for
identical assets to determine fair value. This pricing methodology applies to Level 1
investments and consists of the Institute’s money markets and mutual funds. The ELCA
Endowment Pooled Trust Fund is valued based on net asset value (NAV) per share (or its
equivalent) using the practical expedient permitted under ASC 820, which allows NAV
to be used as an estimate of fair value. Accordingly, this investment has not been
categorized within the fair value hierarchy.

13



Bread for the World Institute, Inc.
Notes to Financial Statements
December 31, 2025
Investments and Fair Market Value Measurements (continued)

The following table presents the Institute’s fair value hierarchy for those investments
measured on a recurring basis as of December 31, 2025:

Level 1 Level 2 Level 3 NAV Total

Alternative investments:

ELCA Endowment

Pooled Trust Fund $ - $ -3 - $9,311,380 $ 9,311,380

Money markets 858,988 - - - 858,988
Mutual funds — equity:

Balanced funds 334,649 - - - 334,649

Stock funds 136,555 - - - 136,555
U.S. government

securities 1,899,011 - - - 1,899,011
Total investments $ 3,229,203 $ -$ - $ 9,311,380 $ 12,540,583

The following information pertains to those alternative investments recorded at NAV as
of December 31, 2025:

Redemption ~ Redemption
Fair Value Frequency Notice

ELCA Endowment
Pooled Trust Fund $ 9,311,380 n/a 10 days

Investment return consists of the following for the year ended December 31, 2025:

Interest and dividends $ 382,001
Net realized and unrealized gain 952,625
Total investment return $ 1,334,626

There were no investment fees for the year ended December 31, 2025.

14



Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Property and Equipment

Property and equipment consists of the following at December 31, 2025:

Leasehold improvements $ 380,899
Furniture and equipment 43,587
Total property and equipment 424,486
Less: accumulated depreciation

and amortization (249,836)
Property and equipment, net $ 174,650

Loan Payable — Paycheck Protection Program

The Institute applied for loans under the Paycheck Protection Program (“the PPP loan”)
pursuant to Division A, Title 1 of the Coronavirus Aid, Relief, and Economic Security
Act, which was enacted on March 27, 2020. The PPP loan is a loan designed to provide a
direct incentive for small businesses to keep their workers on the payroll through the
COVID-19 coronavirus, for which the Institute qualified. The PPP loan is subject to full
forgiveness upon use of the funds for payroll and other eligible costs and compliance
with certain limitations on payroll and staffing reductions over a 24-week period.

The first draw of the PPP loan was granted to the Institute on April 21, 2020 in the
amount of $872,300. During the covered period, the Institute used all funds on
qualifying expenditures and remained in compliance with limitations on payroll costs
while not reducing the employee headcount. On February 16, 2021, the first draw of the
PPP loan was fully forgiven by the Small Business Administration.

The second draw of the PPP loan was granted to the Institute on April 5, 2021 in the
amount of $872,338, yields a 1% interest rate, and requires monthly payment of $14,917
starting November 2022, with a final payment of all unpaid principal and interest due in
November 2027.

15
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Bread for the World Institute, Inc.
Notes to Financial Statements
December 31, 2025
Loan Payable — Paycheck Protection Program (continued)

Future minimum principal payments under the second draw of the PPP loan are as
follows for the years ending December 31:

2026 $ 176,539
2027 145,643
Total $ 322,182

Net Assets With Donor Restrictions

At December 31, 2025, net assets with donor restrictions were restricted for the following
purposes:

Subject to expenditure for specified purpose:

Public education and other programs $ 1,582,379
Subject to the passage of time:

Time restricted 4,249,000
Endowments:

Subject to appropriation and expenditure

when specified event occurs 2,067,894

Subject to endowment spending policy 1,414,000

Total net assets with donor restrictions $ 9,313,273

Endowment

The Institute’s endowment includes both donor-restricted endowment funds and funds
designated by the Board of Directors to function as an endowment. Under accounting
principles generally accepted in the United States of America, 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.

16
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Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Endowment (continued)

Interpretation of Relevant Law

The Board of Directors of the Institute has interpreted the District of Columbia’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 Institute classifies as net assets with donor restrictions (a) the original value of gifts
donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (c) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund.

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

Return Objectives, Risk Parameters, and Strategies

The Institute follows a conservative investment policy for endowment assets that
attempts to preserve fully the original corpus and optimize returns. Should significant,
new donations be made to the endowment assets, the Institute’s investment policy would
permit a strategy of long term growth of the endowment assets. Under such a policy, the
endowment assets would be invested in a manner that is intended to produce results
exceeding major investment benchmarks while assuming a moderate level of risk. All
earnings of the investments are reinvested within both the Board-designated and donor-
restricted endowment funds.

17
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Bread for the World Institute, Inc.

Notes to Financial Statements
December 31, 2025

Endowment (continued)

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Institute has a policy of appropriating 5% of the trailing four-year average of the
endowed funds for use in operations each year. The Institute intends for the Board-
designated endowment to be used only upon approval of 2/3 of the members of the Board
of Directors with fiduciary authority.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the
Institute 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 by the Institute in net assets with donor restrictions. There were no fund
deficiencies for the year ended December 31, 2025.

Composition of Funds

Endowment net asset composition was as follows at December 31, 2025:

Without Donor  With Donor

Restrictions Restrictions Total
Board-designated endowment
funds $ 5,829,486 $ - $ 5,829,486
Donor-restricted endowment
funds - 3,481,894 3,481,894
Total funds $ 5829486 $ 3,481,894 $ 9,311,380
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Endowment (continued)

Changes in Endowment Net Assets

For the year ended December 31, 2025, changes in endowment net assets were as
follows:

Without Donor  With Donor

Restrictions Restrictions Total

Endowment net assets,

December 31, 2024 $ 5,286,785 $ 1,828,235 §$§ 7,115,020
Investment return:

Interest and dividends 199,942 73,290 273,232

Realized and unrealized gain 647,716 234,391 882,107
Total investment return 847,658 307,681 1,155,339
Contributions - 1,414,000 1,414,000
Less: appropriation of

assets for expenditure (304,957) (68,022) (372,979)
Endowment net assets,

December 31, 2025 $ 5829480 $ 3,481,894 § 9,311,380

Commitments and Contingencies
Office Lease

The Institute leases office facilities in Washington, DC, under a noncancelable office
lease, which was originally set to expire on September 30, 2021. On March 1, 2020, this
lease was amended to reduce the size of the rentable area and to extend the lease term to
February 29, 2032. The lease agreement contains a provision for an increase in rent of
2.5% per annum of the base rent on the anniversary date of the lease.

The lease also contains both a lease incentive (tenant allowance) for construction and rent
abatements for the first 12 months commencing March 1, 2020. As permitted by the
lease agreement, $221,325 of the tenant allowance was applied as a credit against base
rent in 2021.
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11. Commitments and Contingencies (continued)

Office Lease (continued)

Supplemental qualitative information related to the operating office lease is as follows for
the year ended December 31, 2025:

Operating lease cost $ 528,034
Cash paid for amounts included in the
measurement of lease liability —
operating cash flows from

operating lease $ 374,938
Remaining lease term
for operating lease (in years) 6.0
Discount rate 1.63%

The following is a maturity analysis of the annual undiscounted cash flows of the
operating lease liability, less amount reimbursed by Bread (see Note 12), and a
reconciliation to present value of lease liability for the years ending December 31:

Total Paid by
Payments Bread Net

2026 $ 698,748 § (314,437) § 384,311
2027 716,232 (322,304) 393,928
2028 734,160 (330,372) 403,788
2029 752,530 (338,639) 413,891
2030 771,342 (347,104) 424,238
Thereafter 922,901 (415,305) 507,596
Total minimum lease

payments 4,595,913 (2,068,161) 2,527,752
Less: discount to present

value at 1.63% (231,737) 104,282 (127,455)
Present value of operating

lease liability $ 4364,176 $§ (1,963,879) § 2,400,297
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Commitments and Contingencies (continued)

Office Lease (continued)

Rent and utilities expense under this lease, net of amounts reimbursed by Bread, totaled
$528,034 for the year ended December 31, 2025, and is recorded in facilities expense in
the accompanying statement of functional expenses.

Office Sublease

The Institute entered into a rental agreement to sublease a portion of the leased office
space, which commenced on January 1, 2023, expired on February 28, 2026, and was not
renewed. Rental income from this sublease totaled $41,494 for the year ended December
31, 2025, and is reflected under other income in the statement of activities.

Campaign Activity

In 2024, Bread initiated a special fundraising campaign as part of a five-year effort,
currently in the quiet phase of year two. This campaign represents a time-limited
initiative and is not expected to recur on an annual basis.

Related Party Transactions

The Institute shares its premises and some administrative and program personnel with
Bread and the Alliance to End Hunger (“the Alliance”), organizations that are exempt
from income tax under Sections 501(c)(4) and 501(c)(3), respectively, of the Internal
Revenue Code (IRC). Costs are allocated between the entities based on actual expenses
incurred and an overhead allocation, as described in the shared services agreements
between the organizations. As of December 31, 2025, the Institute had an amount due to
Bread totaling $4,042,806 and an amount due from the Alliance amounting to $29,091
related to these agreements. These amounts are included in the accompanying statement
of financial position.

Functionalized Expenses

The financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a
reasonable basis that is consistently applied. Expenses that are allocated include
facilities, which are allocated on a square footage basis, as well as salaries and wages,
employee benefits, payroll taxes, professional services, office expenses, information
technology, interest, insurance, and other, which are allocated on the basis of estimates of
time and effort.
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Allocation of Joint Costs

The Institute achieves some of its programmatic goals by direct mail, informational
materials, and similar campaigns that include requests for donations. The cost of
conducting those campaigns was allocated as follows for the year ended December 31,
2025:

Public education $ 118,667
Fundraising 96,514
Total joint costs $ 215,181

Retirement Plan

The Institute is part of a defined-contribution retirement plan maintained by Bread that
covers all employees who have completed at least one year of service and have worked at
least 1,000 hours. Employer contributions are discretionary and are computed as 8.6% of
the participant’s compensation, plus 4.3% of such compensation that exceeds 25% of the
Social Security wage base (the 2025 wage base was $176,100). For the year ended
December 31, 2025, plan contributions totaled $297,917.

Income Taxes

The Institute is exempt from the payment of income taxes on its exempt activities under IRC
Section 501(c)(3). At December 31, 2025, no tax provision was made, as the Institute had
no unrelated business income. Management has evaluated the Institute’s tax positions and
concluded that there are no significant uncertain tax positions that qualify for either
recognition or disclosure in the accompanying financial statements.
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