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Northwestern Michigan College
Management’s Discussion and Analysis

June 30, 2026

The discussion and analysis of Northwestern Michigan College’s (the "College") financial
statements provides an overview of the College's financial activities for the years ended June 30,
2026 and 2025. Management has prepared the financial statements and the related footnote
disclosures along with the discussion and analysis. Responsibility for the completeness and
fairness of this information rests with the College’s management. This section is intended to assist
readers in understanding the College’s financial performance and condition and should be read in
conjunction with the accompanying financial statements and notes.

Overview of the Financial Statements

This annual financial report includes management’s discussion and analysis, the report of
independent auditors, the basic financial statements, notes to the financial statements, required
supplementary information, and any additional supplementary information including: schedules
related to the MPSERS cost-sharing multiple-employer plan and combining financial statements.
The basic financial statements are comprised of three statements: (1) the statements of net position,
(2) the statements of revenues, expenses, and changes in net position, and (3) the statements of
cash flows. The basic financial statements present the financial position, operating results, and
cash flow activities of the College.

These financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America (“U. S. GAAP”), and follow the financial reporting model
established by the Governmental Accounting Standards Board (GASB) Statement No. 35, Basic
Financial Statements—and Management’s Discussion and Analysis—for Public Colleges and
Universities as amended by GASB Statement No. 103, Financial Reporting Model Improvements.

Northwestern Michigan College Foundation (the “Foundation”) is included within the College’s
statements as a discretely presented component unit of the College. The Foundation is a legally
separate not-for-profit entity governed by its own board of directors, who are formally appointed
by the College’s Board of Trustees. The Foundation’s sole purpose is to provide support for the
College. Based on these factors and its financial and operational relationship with the College, the
Foundation qualifies as a component unit of the College under GASB Statement No. 61, The
Financial Reporting Entity: Omnibus.

Financial Summary

The statements of net position and the statements of revenues, expenses, and changes in net
position report information on the College’s net position and changes therein. These statements
include all assets, liabilities, and deferred inflows and outflows using the accrual basis of
accounting.
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Statements of Net Position

The College’s statements of net position at June 30, 2026, 2025, and 2024 are summarized as
follows:

Condensed Statements of Net Position as of
June 30 (in thousands)

2026 2025 2024

Current assets $ 60,800 $ 36,286 $ 30,169
Noncurrent assets:

Capital assets, net 85,208 85,153 78,338

Net OPEB asset 7,027 5,892 825

Other noncurrent assets 38,005 25,129 23,218
Total assets 191,040 152,460 132,550
Deferred outflows of resources 8,085 11,008 15,587
Current liabilities 11,938 12,034 9,666
Noncurrent liabilities:

Net pension liability 27,332 33,797 46,672

Other noncurrent liabilities 40,463 30,883 24,099
Total liabilities 79,733 76,714 80,437
Deferred inflows of resources 19,084 23,137 18,743
Net position:

Net investment in capital assets 59,147 64,235 58,023

Restricted surplus 7,638 6,442 2,541

Unrestricted net position

(deficit) (Note 9) 33,523 (7,060) (11,607)

Total net position $ 100,308 $ 63,617 $ 48,957
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Statements of Revenues, Expenses, and Changes in Net Position

The College’s major components of operating results for the years ended June 30, 2026, 2025, and
2024 are summarized as follows:

Operating Results
Years Ended June 30 (in thousands)
2026 2025 2024

Operating revenues

Tuition and fees, net $ 18,046 $ 15,936 $ 21,052

Grants and contracts 13,210 12,809 9,169

Auxiliary services and other 8,365 7,631 7,541
Total operating revenues 39,621 36,376 37,762
Operating expenses

Instruction and academic support 26,264 25,317 27,042

Student and public services 12,472 12,783 16,227

Institutional administration and information

technology 13,306 12,570 11,946

Operation and maintenance of plant 5,472 5,453 4,854

Depreciation and amortization 6,456 5,852 5,232
Total operating expenses 63,970 61,975 65,301
Operating loss (24,349) (25,599) (27,539)
Noncapital subsidies 34,265 36,198 36,043
Operating loss and noncapital subsidies 9,916 10,599 8,504
Other nonoperating revenues (expenses)

Other nonoperating revenues (expenses)

excluding gain on disposal 2,471 4,061 10,878

Gain on disposal of capital assets 24,304 - -
Total other nonoperating revenues (expenses) 26,775 4,061 10,878
Increase in net position 36,691 14,660 19,382
Net position — beginning of year 63,617 48,957 29,575
Net position — end of year $ 100,308 $ 63,617 $ 48,957
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Detailed Analvyses

Financial Position Analysis

Highlights of the major changes in the assets, deferred outflows, liabilities, and deferred inflows
of the College between 2026 and 2025 are as follows:

Current assets increased $24.5 million due predominantly to the sale of the College’s
Boardman Lake Campus (BLC) for $27.0 million on April 15, 2026, after which the proceeds
were invested in money market mutual funds. Prior to closing, on February 23, 2026, the board
committed an additional $2.0 million to the Freshwater Research and Innovation Center
(FRIC) joint venture, contingent upon execution of the sale; on April 28, 2026, the College
transferred $2.0 million to FRIC to fulfill this commitment. On May 15, 2026, the College
transferred $2.0 million to FRIC to fulfill its June 2024 commitment, thus shifting a total of
$4.0 million of cash to long-term investments during the year (see Note 4). Additionally, in
March and April 2026, the College received $8.9 million from the IRS for payment of
Employee Retention Credit (ERC) claims filed on January 31, 2024 (see Note 5). Collection
of the ERC had no net impact on current assets, but reduced current receivables and
contributed, along with the BLC sale proceeds, to the College’s $36.7 million increase in
unrestricted cash and cash equivalents.

Other noncurrent assets increased $12.9 million due to the aforementioned $4.0 million
investment in the FRIC joint venture, management’s reinvestment of a matured $5.0 million
agency bond into long-term agency bonds, a net increase in unspent bond proceeds of $4.2
million, offset by a net $0.3 million of other minor decreases. The unspent bond proceeds
increase is due to the College issuing bonds during the year to finance the Front St. Campus
geothermal energy project, holding an unspent balance of $11.1 million at June 30, 2026
(including the net effect of bond premium and discounts), and expending $6.7 million of its
2024 bond proceeds towards the aviation hangar and fleet expansion project during the year.

The College’s net pension liability decreased $6.5 million primarily due to the difference
between the projected and actual earnings on pension plan investments based on the market as
of September 30, 2025, as well as a change in the proportionate share allocated to the College.
The College’s net other post-employment benefits (OPEB) asset increased $1.1 million from
fiscal year 2025 due to changes in the net difference between projected and actual earnings on
OPEB plan investments.

Other noncurrent liabilities increased $9.6 million as a result of the $10.5 million facilities
bonds issued in 2026, offset by principal payments of $1.7 million on its 2016, 2018, and 2024
series obligations.
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Deferred inflows are the acquisition of net position that applies to future reporting periods.
Deferred outflows are the consumption of net position that applies to future reporting periods.
The College’s deferred inflows and outflows, and changes therein, stem exclusively from the
Michigan Public School Employees’ Retirement System (MPSERS) plan and include changes
in actuarial assumptions, differences between expected and actual experience, changes in the
proportionate share of the pension and OPEB liabilities, and contributions to the plan
subsequent to the measurement date.

As a result of the above activity, the College’s net position was $100.3 million as of June 30,
2026, an increase of $36.7 million from 2025. Of the $36.7 million increase, $24.4 million is
attributable to the gain on the sale of BLC and $8.7 million is attributable to favorable changes
in the net pension liability and net OPEB asset previously described; their combined $33.1
million impact also drove the College’s $40.6 million increase in unrestricted net position.

Highlights of the major changes in the assets, deferred outflows, liabilities, and deferred inflows
of the College between 2025 and 2024 are as follows:

Current assets increased $6.1 million, due in large part to a $5.0 million U.S. government
agency investment maturing in August 2025, thus shifting classifications from noncurrent
assets in fiscal year 2024 to current assets in fiscal year 2025.

Capital asset additions totaled $12.4 million, which includes $4.8 million in construction costs
for the Aviation Hangar expansion project and $4.4 million of investment in aircraft to expand
the program’s fleet. Additionally, the College capitalized $1.0 million for the acquisition and
improvements made to the Robinson Bay, a tug vessel gifted to the College’s Great Lakes
Maritime Academy, $0.4 million in renovations and technology upgrades at the Front Street
Flats apartments, $0.2 million for improvements to the North courtyard at the Great Lakes
Campus, and more. Additions were offset by current year depreciation of $5.6 million. As a
result, net capital assets increased by $6.8 million.

Current liabilities increased $2.4 million, including a $1.5 million increase in accounts payable
due to construction payables at June 30, 2025 including $1.3 million payable relating to the
Aviation Hangar expansion project and $0.4 million owed for renovations to the Robinson Bay
tug vessel. Also, the College’s current portion of long-term obligations increased $0.6 million
due to the College’s issuance of new bonds during the year to finance an expansion of the
aviation program’s hangar and fleet of training planes.
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e The College’s net pension liability decreased $12.9 million primarily due to the difference
between the projected and actual earnings on pension plan investments based on the market as
of September 30, 2024 as well as a change in the proportionate share allocated to the College.
The College’s net OPEB asset increased $5.1 million from fiscal year 2024 due to changes in
the net difference between projected and actual earnings on OPEB plan investments.

e The College’s net position was $63.6 million as of June 30, 2025, an increase of $14.7 million
from the prior year. Net position increased by $5.7 million in fiscal year 2025 before the effects
of GASB 68 and 75.

Composition of Net Position

Net position was comprised of the following categories and amounts as of June 30, 2026, 2025,
and 2024:

Net Position by Category

(in millions)

$100.3

10 $7.6 $6.4 $2.5

1
{%z%} $(7.0)$(11.6)
Invested in Restricted Unrestricted Total
Capital Assets

12026 m2025 m=2024

Operating Results Analyses
Operating Revenues Analysis

The College classifies as operating revenues any sales or receipts derived from primary operations
of the College such as tuition and fees, housing, and other auxiliary operations. In addition, certain
Federal, State, and private grants are considered operating if they are not for capital purposes and
are deemed a contract for services.

Total operating revenues were $39.6 million, $36.4 million, and $37.8 million at June 30, 2026,
2025, and 2024, respectively.
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Highlights of the major changes in operating revenues for fiscal year 2026 compared to 2025 were
as follows:

e Gross tuition and fees increased $2.9 million due to the combination of 5.4% growth in contact
hours and 4.0% increases in tuition and fee rates. The increase also reflects a $0.4 million
increase in Aviation flight fees earned compared to 2025. Conversely, the College’s
scholarship allowance increased $0.8 million stemming largely from a $1.0 million increase in
Michigan Community College Guarantee (MCCG) awards. The combination of these factors
led to a $2.1 million increase in net tuition and fees.

e State grant revenue from operations increased $1.2 million primarily due to increased support
from the MCCG program as previously described.

Highlights of the major changes in operating revenues for fiscal year 2025 compared to 2024 were
as follows:

e Net tuition and fees decreased $5.1 million due to a $1.9 million increase in gross tuition and
fees stemming from increased enrollment, which was offset by a $7.0 million increase in the
College’s scholarship allowance (contra-revenue) due to a change in methodology for the
scholarship allowance that was implemented prospectively in 2025.

e State grant revenue from operations increased $1.7 million primarily due to support received
from the State of Michigan for the MCCG program.

Operating Expenses Analysis

Operating expenses include all the costs necessary to perform and conduct the programs and
primary functions of the College such as wages and benefits, professional services, software and
technology maintenance, utilities, staff professional development, and depreciation and
amortization expense. In the College’s external financial statements, these expenses are
categorized by function.

Total operating expenses were $64.0 million, $62.0 million, and $65.3 million for the years ended
June 30, 2026, 2025, and 2024, respectively.

Highlights of the major changes in operating expenses between fiscal years 2026 and 2025 by
category are as follows:

e Instruction costs increased $0.6 million due to contractual wage increases for faculty and
increased adjunct instructor wage expenses necessary to support the current year enrollment
increase.
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e Institutional administration costs increased $1.0 million due to a $0.4 million increase in
uncollectible debt expense and a $0.5 million increase in expenses stemming from changes to
the College’s net pension liability and net OPEB asset.

e Depreciation and amortization increased by $0.6 million due to the capitalization of our new
aviation hangar and training planes and a variety of other depreciable equipment and
technology acquired and placed into service during the fiscal year.

Highlights of the major changes in operating expenses between fiscal years 2025 and 2024 by
category are as follows:

e Instruction costs decreased by $1.2 million due primarily to changes in OPEB liabilities and
their related deferred inflows and outflows.

e Student services decreased by $3.6 million primarily due to allocation of financial aid expenses
as scholarship allowance in fiscal year 2025. This is partially offset by increased financial aid
and scholarship award activity in fiscal year 2025.

Noncapital Subsidies Analysis

Noncapital subsidies are non-exchange in nature, meaning that the College receives value without
directly giving equal value in return. Noncapital subsidies include state appropriations, property
taxes, and support from component unit.

Noncapital subsidies included the following highlights for fiscal year 2026 compared to 2025:

e State appropriations decreased $1.5 million due in part to one-time payments from the state in
the prior year totaling $1.4 million, $1.0 million of which stems from State legislative reforms
to MPSERS employer and employee healthcare contributions, and $0.3 million stems from a
one-time MPSERS UAAL payment that was passed through to the State.

e Property tax revenue increased by $0.9 million, or 6.2%, due to a 7.5% increase in Grand
Traverse County taxable values, partially offset by increased tax abatements and millage rate
erosion due to the Headlee Amendment.

e Support from the Foundation decreased by $1.4 million. The decrease is due to a $0.6 million
reduction in scholarship awards in 2026, and two unique non-cash gifts totaling $0.4 million
in the previous fiscal year. The decrease in scholarship awards is directly related to the growth
of recently implemented State programs, such as MCCG and Michigan Reconnect, that
supplanted the need for scholarships for many students. The College is exploring creative ways
to award and distribute scholarships based on these morphing student needs. In 2025, the
College recognized the following non-cash gifts: the previously mentioned Robinson Bay
tugboat valued at $0.3 million, and a 3D concrete printer gifted to the Construction Technology
program valued at $0.1 million.
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Noncapital subsidies included the following highlights for fiscal year 2025 compared to 2024:

State appropriations decreased $1.3 million primarily due to one-time Infrastructure,
Technology, Equipment, and Maintenance (ITEM) and Critical Incident Mapping (CIM)
funding received in fiscal year 2024 from the State of $1.2 million.

Property tax revenue increased by $1.1 million, or 8.1%, due to a 9.6% increase in taxable
values, offset by tax abatements and millage rate erosion due to the Headlee Amendment.

Other Nonoperating Revenues (Expenses) Analysis

Other nonoperating revenues (expenses) are also considered non-exchange in nature. Other
nonoperating revenues (expenses) include investment income, Employee Retention Credit and
related interest income, capital grants and gifts, bond issuance and amortization costs, interest
expense on capital debt, and gains (losses) on disposal of capital assets.

Significant change to other nonoperating revenues (expenses) included the following factors for
fiscal year 2026 compared to 2025:

The $24.3 million gain on disposal of capital assets is to recognize the net impact of the
previously mentioned sale of the BLC property (with a gain of $24.4 million), offset by other
insignificant losses totaling $0.1 million after disposal of several assets that were not fully
depreciated.

Capital grants and gifts decreased by $1.1 million. The College earned $1.4 million in 2026
from the Department of Energy for the geothermal project, compared to $1.9 million from the
Michigan Economic Development Corporation and $0.5 million from the Department of
Education restricted for the Aviation hangar and fleet expansion project during 2025.

Significant changes to other nonoperating revenues (expenses) included the following factors for
fiscal year 2025 compared to 2024:

Investment income increased by $0.6 million due to the current year influx of cash (bond
proceeds) and ongoing favorable market conditions during fiscal year 2025. The College
recognized unrealized gains of $0.9 million in fiscal year 2025 versus $0.4 million in fiscal
year 2024, a net increase of $0.5 million. Favorable market rates drove interest income of $1.2
million, which is comparable to 2024.

Interest income of $0.3 million was also recognized on the ERC tax credit receivable which
remained outstanding as of June 30, 2025.

10
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e The decrease of $8.0 million in Employer Retention Credit is due to the one-time recognition
of the credit in the year of filing in fiscal year 2024. More information on this credit is provided
in Note 5.

Unusual or Infrequent Items

The College had no unusual or infrequent items reported in its financial statements for fiscal year
2026 or 2025.

Overall Change in Net Position
Net position increased $36.7 million in fiscal year 2026, following an increase of $14.7 million in
fiscal year 2025. The increases in both years reflect strong operating and nonoperating revenue

streams, favorable pension and OPEB related adjustments, and effective financial management.

Significant Capital Asset and Long-Term Financing Activity

Capital Assets

During fiscal year 2026, the College undertook a variety of capital asset transactions, highlighted
by the following activity: the April 15, 2026 sale of the BLC property for $27.0 million, which
resulted in a net gain on disposal of $24.4 million; the completion of the aviation hangar and fleet
expansion project in September 2025 that encompassed $4.0 million in current year additions and
$4.5 million of construction-in-progress (CIP) placed into service, $2.9 million in additions to CIP
for the geothermal project, newly-branded gateway and wayfinding signage totaling $0.2 million,
anew A/V system for the Hagerty Conference Center at Great Lakes Campus totaling $0.2 million,
modifications to the Beckett Building of $0.2 million to support the strategic relocation of our
university partners to the College’s Front St. Campus, and $1.1 million of other miscellaneous
capital asset additions.

The net effect of the above activity, combined with current year depreciation expense of $6.2
million, was a $55,000 increase in net capital assets compared to 2025.

The College had outstanding construction commitments for the geothermal project of $8.0 million
as of June 30, 2026.

During fiscal year 2025, capital asset activity can be summarized by three major initiatives
including: the acquisition or down-payments for new aircraft totaling $4.4 million, additions to
CIP of $4.8 million for the aviation hangar expansion, and the acquisition of and modifications to
the donated Robinson Bay tug boat totaling $1.0 million. Net capital assets increased $6.8 million
from fiscal year 2024 after all additions were offset by $5.6 million in depreciation expense.

11
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The College had outstanding construction commitments related to the aviation project of $2.3
million as of June 30, 2025.

Long-Term Financing Activity

Total long-term obligations increased $9.4 million in fiscal year 2026 due to the College issuing
$10.5 million in limited tax, general obligation (LTGO) facilities bonds to finance the Front St.
Campus geothermal project, offset by $1.7 million in principal payments on its outstanding 2016,
2018, and 2024 series bonds.

Total long-term obligations increased $7.8 million in fiscal year 2025 due the College issuing $8.2
million in LTGO bonds, to finance the aviation hangar and fleet expansion. This activity was offset
by $1.2 million in principal payments on its outstanding 2016 and 2018 series bonds.

On December 16, 2025, S&P affirmed the College’s ‘AA’ credit rating and revised the College’s
outlook from negative to stable. The ‘AA’ rating and stable outlook were reaffirmed on May 20,
2026, prior to the 2026 issuance previously described. The College’s voted and non-voted legal
debt margins were $1.3 billion and $103.7 million, respectively, as of June 30, 2026.

Currently Known Facts, Decisions, or Conditions

The College is currently aware of the following items that will impact future finances.
Enrollment

On a national scale, community college enrollment has a statistically significant, positive, and
countercyclical relationship with unemployment rates; as unemployment rates rise, community

college enrollment increases. This historical relationship reigns true for Grand Traverse County
and Northwestern Michigan College.

12
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The College experienced enrollment growth of 5.4%, 6.9%, and 2.5% for the fiscal years ended
June 30, 2026, 2025, and 2024, respectively; however, the College’s Fall 2026 semester reflected
a 1.6% enrollment decrease as of Fall semester's add/drop deadline on September 3, 2026.
Management uses models influenced by the local unemployment rate, demographics, and
historical trends to project future enrollment and the resulting long-term budget implications. This
data, in turn, supports the College’s proactive strategic and financial planning processes.

Growth in Local Property Tax Base

Property tax revenue increased by $0.9 million in fiscal year 2026, reflecting continued expansion
and rising taxable values within the College’s tax district. Property tax values are a key component
of the College’s long-term financial stability and future economic conditions in the region will
directly influence this revenue source. A 15-year history of property tax values, millage rates, tax
abatements and adjustments, and net property tax revenues were as follows.

13
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Less:
NMC NMC Property TIF 97, OId
Maximum Tax Revenues, Town TIF,
Grand Traverse Allowable NMC's before TIFs and Brownfield, and NMC
County % Chg Millage  Headlee other tax other tax Property Tax
Fiscal Year Taxable Values inTV Levy Rollback abatements abatements Revenues

FY12 $ 4,285,384 931 -2.2% 2.1700 0.0% $ 9299285 |9 (169,585)| $ 9,129,700
FY13 $ 4,285,338,798 0.0% 2.1700 0.0% $ 9299185 | $ (103,134)| $ 9,196,051
FY14 $ 4,396,631,123 2.6% 2.1700 0.0% $ 9540690 | $ (187,985)| $§ 9,352,705
FY15 $4,473,291,39%4 1.7% 2.1700 0.0% $ 9707042 |9 (176,394)| $ 9,530,648
FY16 $ 4,620,528,695 3.3% 2.1700 0.0% $ 10,026,547 | $ (208,594)| $ 9,817,953
FY17 $ 4,698,287 253 1.7% 2.1692 0.0% $ 10191525 | $ (156,737)| $ 10,034,788
FY18 $ 4,868,438 486 3.6% 2.1520 08% |[$ 10476880 (S (126,638)| $ 10,350,242
FY19 $ 5,106,798,342 4.9% 2.1439 04% [$ 10948465 (S (262,760)| $ 10,685,705
FY20 $ 5,368,654,721 5.1% 2.1339 0.5% |$ 11456172 |9 (293,000)| $ 11,163,172
FY21 $ 5,651,352,613 5.3% 21137 09% |$ 11945264 | $ (376,123)| $ 11,569,141
FY22 $ 5,901,559,989 4.4% 2.0935 1.0% |[$ 12354916 | $ (404,650)| $ 11,950,266
FY23 $6,383,535,930 8.2% 2.0574 A17% |$ 13,133487 | $ (470,960)| $ 12,662,527
FY24 $ 6,958,129,076 9.0% 2.0574 0.0% $ 14315655 | $ (543,757)| $ 13,771,898
FY25 $ 7,625,687,860 9.6% 2.0331 1.2% |[$ 15503,786 | $ (612,823)| $ 14,890,963
FY26 $ 8,196,743,941 7.5% 2.0050 14% |$ 16434472 ( $ (615,372)| $ 15,819,100

Grand Traverse County taxable values experienced substantial growth of 45% over the 5-year
period from 2021 to 2026, while net property tax revenues only grew 37% over the same period
due to the impacts of Headlee rollbacks and increased tax abatements.

Capital Projects

The College is in process of procuring and contracting with a designer and construction manager
at-risk for its board approved $13.5 million project to transform the Osterlin Building into a
Student Service Hub. This building is centrally located on the College’s Front St. Campus, and the
project will be funded by the College’s unrestricted reserves and private philanthropy through the
Foundation.

Management is also committed to completing the ongoing geothermal project by Fall 2027. The
College’s contractual commitments of $8.0 million as of June 30, 2026 do not include the next
phase of work (“Phase 2”), which is to upgrade the mechanical, electrical, and HVAC-related
equipment in the five buildings it will serve as the College. The College expects to contract for
Phase 2 by November 2026, perform any non-disruptive building and utility tunnel work between
November 2026 and April 2027, then execute the building retrofits from May 2027 to August 2027
during the summer semester to limit campus disruption.

14
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Expected Budgetary Changes

For fiscal year 2027, the College has a balanced budget that includes transfers to financial reserves,
increased funding for deferred maintenance, and intentional investments in the College’s strategic
plan. For the 2026-2027 academic year, the budget anticipated a 0.6% increase in enrollment. We
realized a 1.6% decrease in Fall 2026; this slight shortfall is not expected to have a significant
impact on the operating budget, however management will continue to monitor registration data
for Spring 2027 semester and our overall financial projections for fiscal year 2027 to determine if
any action is needed to counter the potential shortfall.

The College budgeted for continued growth in property tax values and a slight increase in state
appropriations, which are tracking as expected. Management continues to encourage fiscal
stewardship, experimentation with Al to enhance productivity, and is directly focused on
initiatives that improve the places, systems, and supports that shape life at the College, to make it
easier for students and employees to connect, succeed, and take pride in their work and learning—
one of three strategies in the College’s 2026-2029 strategic plan.

The College has reviewed its cash flow data and reserve funds. Management believes
Northwestern Michigan College is financially positioned to continue normal operations.
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Report of Independent Auditors

To the Board of Trustees
Northwestern Michigan College
Traverse City, Michigan

Report on the Financial Statements
Opinion

We have audited the accompanying financial statements of Northwestern Michigan College
(College) and the Northwestern Michigan College Foundation (Foundation), a discretely presented
component unit of the College, as of and for the years ended June 30, 2026 and 2025, and the
related notes to the financial statements, which collectively comprise the College’s financial
statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the financial position of Northwestern Michigan College and its discretely
presented component unit, the Northwestern Michigan College Foundation, as of June 30, 2026
and 2025, and the respective changes in financial position and cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of America (U.S.
GAAP).

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audits of the Financial Statements section of our report. We are required to be independent of the
College and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with U.S. GAAP 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.

Andrews Hooper Pavlik PLC is a member of Allinial Global, an association of legally independent firms.



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 College’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audits 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 audits conducted in accordance with GAAS and
Government 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 audits in accordance with GAAS and Government 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 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.

o Obtain an understanding of internal control relevant to the audits 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 College’s internal control. Accordingly, no such opinion is
expressed.

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

« Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the College’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 audits, significant audit findings, and certain internal
control related matters that we identified during the audits.
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Other Matters
Required Supplementary Information

U.S. GAAP requires that the management’s discussion and analysis, schedule of the College’s
proportionate share of the net pension liability, schedule of pension contributions, schedule of the
College’s proportionate share of the net OPEB liability (asset), and schedule of OPEB
contributions, be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, which considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with GAAS, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audits of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Supplementary Information

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise Northwestern Michigan College’s basic financial statements. The 2026
combining statement of net position and combining statement of revenue, expenses, and changes
in net position and the 2025 comparative totals are presented for the purpose of additional analysis
and are not a required part of the basic 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 basic financial statements. The information has been subjected to the
auditing procedures applied in the audits of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with GAAS. In our opinion,
the other supplementary information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

Additional Information
Management is responsible for the accompanying listing of board of trustees and administrative
officials, which is presented for the purpose of additional analysis and is not a required part of the

basic financial statements. Our opinion on the financial statements do not cover such information,
and we do not express an opinion or any form of assurance thereon.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 29, 2026 on our consideration of Northwestern Michigan College’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and other matters. The purpose of that report is solely to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of Northwestern Michigan College’s
internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Northwestern
Michigan College’s internal control over financial reporting and compliance.

mxﬁwmﬂa& PLC

Grand Rapids, Michigan
October 29, 2026
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Northwestern Michigan College

Statements of Net Position

Assets
Current assets:
Cash and cash equivalents
Receivables, current
Short-term investments
Prepaid expenses and other assets
Total current assets

Noncurrent assets:
Restricted cash and cash equivalents, unspent bond proceeds
Restricted short-term investments, unspent bond proceeds
Receivables, net of current portion
Long-term investments
Net OPEB asset
Capital assets, net
Cash surrender value of life insurance

Total noncurrent assets

Total assets
Deferred outflows of resources - related to pension and OPEB

Liabilities
Current liabilities:
Accounts payable
Due to Northwestern Michigan College
Accrued liabilities and other:
Accrued wages and benefits
Accrued interest payable
Unearned revenue
Annuity obligations, current
Long-term obligations, current

Total current liabilities

Noncurrent liabilities:
Annuity obligations, net of current portion
Net pension liability
Long-term obligations, net of current portion
Deposits

Total noncurrent liabilities

Total liabilities

Deferred inflows of resources
Related to pension and OPEB
Related to annuity obligations

Total deferred inflows of resources

Net position
Net investment in capital assets
Restricted:
Nonexpendable - with donor restrictions
Expendable - College programs and student scholarships
Expendable - Capital projects
Expendable - Net OPEB asset
Unrestricted (deficit)

Total net position

June 30
College Component Unit — Foundation
2026 2025 2026 2025

$ 41,295,965 4,561,212 $ 7,927,755 $ 1,806,338
10,843,865 16,756,232 610,583 1,208,089
6,317,292 12,172,572 - -
2,343,149 2,796,369 12,839 2,267
60,800,271 36,286,385 8,551,177 3,016,694
11,690,379 8,525,316 - -
1,027,985 - - -
- - 343,800 630,844
25,286,304 16,603,518 77,677,127 67,113,710
7,026,809 5,892,039 - -
85,208,047 85,153,246 - -
- - 764,846 703,105
130,239,524 116,174,119 78,785,773 68,447,659
191,039,795 152,460,504 87,336,950 71,464,353
8,085,296 11,008,106 - -
3,629,501 4,118,933 152,143 80,224
- - 3,020,557 2,074,515
2,616,936 2,711,135 - -
172,929 167,860 - -
2,074,583 1,738,921 33,500 -
- - 3,580 3,580
3,443,703 3,297,625 - -
11,937,652 12,034,474 3,209,780 2,158,319
- - 23,896 36,755
27,331,985 33,796,611 - -
37,101,744 27,857,816 - -
3,361,845 3,025,320 - -
67,795,574 64,679,747 23,896 36,755
79,733,226 76,714,221 3,233,676 2,195,074
19,083,984 23,137,361 - -
- - 123,123 82,305
19,083,984 23,137,361 123,123 82,305
59,146,723 64,235,015 - -
- - 22,932,519 19,624,436
- - 53,805,888 43,583,220
611,125 550,003 - -
7,026,809 5,892,039 - -
33,523,224 (7,060,029) 7,241,744 5,979,318
$ 100,307,881 63,617,028  $ 83,980,151 $ 69,186,974

See accompanying notes.
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Northwestern Michigan College

Statements of Revenues, Expenses, and Changes in Net Position

Operating revenues

Student tuition and fees - Net of scholarship allowance
of $10,464,612 for 2026 and $9,626,122 for 2025

Federal Pell Grants

Federal grants and contributions
State grants and contributions
Private gifts, grants, and contracts

Sales and services of auxiliary activities - Net of allowance

of $330,135 for 2026 and $348,775 for 2025
Other sources
Total operating revenues

Operating expenses
Instruction
Public service
Academic support
Student services
Institutional administration
Operation and maintenance of plant
Depreciation and amortization
Information technology
Fundraising expense

Total operating expenses

Operating loss

Noncapital subsidies
State appropriations
Property taxes
Contributions
Support from component unit (grants to College)
Grants to Freshwater Research Center
Total noncapital subsidies

Operating loss and noncapital subsidies

Other nonoperating revenues (expenses)
Special event revenue
Investment income
Interest income from ERC
Bond issuance and amortization costs
Interest expense on capital-related debt
Gain on disposal of capital assets

Total other nonoperating revenues (expenses) before

capital and endowment revenues

Capital grants and gifts

Capital grants to College

Additions to permanent endowments
Total capital and endowment revenues

Total other nonoperating revenues (expenses)

Change in net position
Net position, beginning of year
Net position, end of year

See accompanying notes.

Year Ended June 30
College Component Unit — Foundation
2026 2025 2026 2025
$ 18,045,547 $ 15,935,646 $ - $ -
5,742,720 5,895,107 - -
3,256,276 3,927,037 - -
4,211,171 2,986,800 - -
507,708 528,706 - -
6,941,865 6,167,914 - -
915,424 935,039 - -
39,620,711 36,376,249 - -
19,148,867 18,533,022 - -
2,479,638 2,376,738 - -
7,115,315 6,783,931 - -
9,992,429 10,405,964 - -
9,273,413 8,258,347 32,500 38,959
5,471,825 5,452,537 - -
6,456,022 5,852,005 - -
4,032,494 4,312,314 - -
- - 730,777 776,925
63,970,003 61,974,858 763,277 815,884
(24,349,292) (25,598,609) (763,277) (815,884)
14,242,818 15,700,388 - -
15,819,100 14,890,963 - -
- - 1,989,433 2,874,303
4,203,163 5,607,075 (3,514,785) (4,594,864)
- - (87,115) (50,000)
34,265,081 36,198,426 (1,612,467) (1,770,561)
9,915,789 10,599,817 (2,375,744) (2,586,445)
- - 330,845 180,707
1,660,137 2,202,553 12,435,015 7,619,518
513,283 376,095 - -
(16,266) (19,343) - -
(1,056,477) (924,593) - -
24,304,182 - - -
25,404,859 1,634,712 12,765,860 7,800,225
1,370,205 2,425,000 1,094,888 794,560
- - - (300,000)
- - 3,308,173 866,130
1,370,205 2,425,000 4,403,061 1,360,690
26,775,064 4,059,712 17,168,921 9,160,915
36,690,853 14,659,529 14,793,177 6,574,470
63,617,028 48,957,499 69,186,974 62,612,504
$ 100,307,881 $ 63,617,028  § 83,980,151 $ 69,186,974
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Northwestern Michigan College

Statements of Cash Flows

Cash flows from operating activities
Student tuition and fees

Federal Pell Grants

Grants, contracts, and contributions
Payments to suppliers

Payments to employees

Auxiliary activities receipts

Other

Federal direct lending receipts
Federal direct lending disbursements
Net cash from operating activities

Cash flows from noncapital financing activities

Property taxes

Gifts and contributions for other than capital purposes

State appropriations

Employee Retention Credit (ERC)

Gifts and grants to Northwestern Michigan College
and Freshwater Research Center

Payments to annuitants

Other receipts

Net cash from noncapital financing activities

Cash flows from capital and related financing activities

Purchase of capital assets

Proceeds received on new capital debt

Principal paid on capital debt

Proceeds received on new capital debt premium

Interest paid on capital debt

Proceeds on sale of capital assets

Capital grants received

Contributions for endowment purposes

Net cash from capital and related financing activities

Cash flows from investing activities

Proceeds from sales and maturities of investments
Interest on investments

Purchase of investments, net

Net cash from investing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Classification of Cash and Cash Equivalents
Cash and cash equivalents

Restricted cash and cash equivalents

Total cash and cash equivalents

See accompanying notes.

Year Ended June 30
College Component Unit — Foundation
2026 2025 2026 2025
18,696,487 $ 15,693,810 $ - $ -
5,742,720 5,895,107 - -
6,777,781 7,141,812 - -
(29,458,456) (26,810,728) (701,930) (838,352)
(37,539,563) (35,047,439) - -
6,941,865 6,167,914 - -
711,546 489,426 - -
4,943,035 5,215,363 - -
(4,943,035) (5,215,363) - -
(28,127,620) (26,470,098) (701,930) (838,352)
15,819,100 14,890,963 - -
3,265,407 5,424,232 2,619,420 2,575,012
14,373,291 15,001,432 - -
8,926,820 - - -
- - (2,655,858) (5,062,192)
- - (3,580) (3,580)
- - 330,845 180,707
42,384,618 35,316,627 290,827 (2,310,053)
(8,895,797) (12,412,845) - -
10,540,000 8,190,000 - -
(1,685,000) (1,215,000) - -
567,213 798,025 - -
(1,067,673) (894,331) - -
27,000,000 - - -
1,370,205 2,425,000 1,094,888 794,560
- - 3,308,173 866,130
27,828,948 (3,109,151) 4,403,061 1,660,690
22,411,940 18,622,880 2,665,837 2,607,480
1,456,930 1,221,033 2,342,434 2,288,584
(26,055,000) (20,743,356) (2,878,812) (4,880,285)
(2,186,130) (899,443) 2,129,459 15,779
39,899,816 4,837,935 6,121,417 (1,471,936)
13,086,528 8,248,593 1,806,338 3,278,274
52,986,344 $ 13,086,528 8 7,927,755 $ 1,806,338
41,295,965 $ 4,561,212 §$ 7,927,755 $ 1,806,338
11,690,379 8,525,316 - -
52,986,344 N 13,086,528  § 7,927,755 $ 1,806,338
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Northwestern Michigan College

Statements of Cash Flows

Year Ended June 30
College Component Unit — Foundation
2026 2025 2026 2025

Reconciliation of operating loss to net
cash from operating activities
Operating loss $  (24,349,292) §  (25,598,609) $ (763,277) $ (815,884)
Adjustments to reconcile operating loss to net cash
from operating activities:

Depreciation and amortization 6,456,022 5,852,005 - -
Changes in assets and liabilities:
Receivables (1,422,499) (420,735) - -
Prepaid expenses and other assets 38,793 413,744 (10,572) (2,267)
Deferred outflows of resources 2,659,708 5,442,800 - -
Accounts payable (489,432) 1,506,263 71,919 (20,201)
Accrued liabilities and other (94,199) 383,711 - -
Unearned revenue 672,187 (567,443) - -
Compensated absences 53,865 65,857 - -
Net pension liability (6,464,626) (12,874,969) - -
Net OPEB asset (1,134,770) (5,067,356) - -
Deferred inflows of resources (4,053,377) 4,394,634 - -
Cash from operating activities $ (28,127,620) $ (26,470,098) _$ (701,930) § (838,352)

See accompanying notes.
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Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

1. Basis of Presentation and Significant Accounting Policies
Reporting Entity

Northwestern Michigan College (College) is a Michigan community college whose financial
statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (U.S. GAAP), as applicable to public colleges and universities outlined
in Governmental Accounting Standards Board (GASB) Statement No. 35, and subsequently
amended by GASB Statement No. 103, and the Manual for Uniform Financial Reporting —
Michigan Public Community Colleges, 2001.

The College reports as a special-purpose government engaged only in business-type activities.
Business-type activities are financed in whole or in part by fees charged to external parties for
goods or services. The accompanying financial statements have been prepared in accordance with
criteria established by the GASB for determining the various governmental organizations to be
included in the reporting entity. These criteria include significant operational or financial
relationships with the College. Based on the application of the criteria, the College has one
component unit, Northwestern Michigan College Foundation (Foundation). A component unit is
a separate legal entity that is included in the College’s reporting entity because of the significance
of its operational or financial relationship with the College.

Northwestern Michigan College Foundation is a separate legal entity established as a 501(c)(3)
corporation to solicit, collect, hold, and invest donations made for the promotion of educational
activities at the College and to augment the facilities of the College. The Foundation’s board
members are appointed by the College’s board of trustees, creating a voting majority, and upon
dissolution of the Foundation, its remaining assets would be distributed to the College. Although
the College does not necessarily control the timing or amount of receipts from the Foundation, the
majority of resources, or income earned thereon, and the Foundation’s holdings and investments
are restricted by the donors for the activities of the College. Because of these factors, the
Foundation is considered a component unit of the College.

The Foundation follows U.S. GAAP, as applicable to governmental units. Accounting and
financial reporting pronouncements are promulgated by the GASB. Other organizations, including
not-for-profit organizations, are considered governmental and are required to comply with GASB
requirements if one or more of the following characteristics are met: (i) popular election of officers
or appointment (or approval) of a controlling majority of the members of the organization’s
governing body by officials of one or more state or local governments, (ii) the potential for
unilateral dissolution by a government with the net assets reverting to a government, or (iii) the
power to enact and enforce a tax levy. Separate financial statements of the Foundation may be
obtained by contacting Northwestern Michigan College Foundation, 1701 East Front Street,
Traverse City, MI 49686.
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Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

1. Basis of Presentation and Significant Accounting Policies (continued)
Basis of Presentation

The financial statements of the College use the economic resources measurement focus and the
accrual basis of accounting. Revenue is recorded when earned, and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows.

Use of Estimates

The process of preparing financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements
and the reported amounts of revenue and expenses during the period. Actual results could differ
from those estimates.

Fair Value Measurements

Fair value refers to the price that would be received to sell an asset or paid to transfer a liability
(an exit price) in an orderly transaction between market participants in the market in which the
reporting entity transacts such sales or transfers based on the assumptions market participants
would use when pricing an asset or liability. Assumptions are developed based on prioritizing
information within a fair value hierarchy that gives the highest priority to quoted prices in active
markets (level 1) and the lowest priority to unobservable data (level 3).

A description of each category in the fair value hierarchy is as follows:

Level 1 — Valuation is based upon quoted prices for identical instruments traded in active markets.

Level 2 — Valuation is based upon quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active, and model-
based valuation techniques for which all-significant assumptions are observable in the
market.

Level 3 — Valuation is generated from model-based techniques that use at least one significant
assumption not observable in the market. These unobservable assumptions reflect the
estimates of assumptions that market participants would use in pricing the asset or

liability.

For a further discussion of fair value measurement, refer to Note 4 to the financial statements.
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Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

1. Basis of Presentation and Significant Accounting Policies (continued)
Cash and Cash Equivalents

Cash and cash equivalents consist of all highly liquid investments with an initial maturity of three
months or less when acquired.

Investments

Investments are reported at fair value. Short-term investments consist of investments with original
maturities greater than three months and as of year-end will mature in less than one year. Realized
and unrealized gains and losses are reflected in the statement of revenue, expenses, and changes
in net position as investment income. During the year ended June 30, 2026, the College recognized
$203,207 of unrealized gains on investments and $981,520 during the year ended June 30, 2025.
The Foundation recognized unrealized gains of $9,875,579 during the year ended June 30, 2026
and $5,334,962 during the year ended June 30, 2025.

Restricted Cash and Cash Equivalents and Investments

The proceeds of the 2016 Community College Facilities Bonds, the 2024 Community College
Facilities Bonds, and the 2026 Community College Facilities Bonds are held in cash and short-
term investments and are restricted for capital projects.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. Management provides for probable uncollectible amounts through a provision for bad
debt expense when necessary and an adjustment to a valuation allowance based on its assessment
of the current status of individual accounts. Balances that are still outstanding after management
has used reasonable collection efforts are written off through a charge to the valuation allowance
and a credit to accounts receivable.

Capital Assets

Capital assets are recorded at cost or, if donated, the acquisition value at the time of donation.
Expenses for maintenance and repairs are charged to current expenses as incurred. Depreciation is
computed using the straight-line method. No depreciation is recorded on land and the art
collection. Expenses for major renewals and betterments that extend the useful lives of the assets
are capitalized. Interest incurred during the construction of capital assets of business-type activities
is expensed as incurred. Management reviews capital assets for impairment annually.
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Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

1. Basis of Presentation and Significant Accounting Policies (continued)
Capital Assets (continued)

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvement 30-40 years
Land improvements and infrastructure 15 years
Furniture, fixtures, and equipment 4-10 years
Docks 10 years

Deferred Outflows of Resources

In addition to assets, the statement of net position reports a separate section for deferred outflows
of resources. This separate financial statement element represents a consumption of net position
that applies to future periods and will not be recognized as an outflow of resources
(expense/expenditure) until then. The College reports deferred outflows of resources for certain
pension-related and OPEB-related amounts, such as change in expected and actual experience,
changes in assumptions, and certain contributions made to the plan subsequent to the measurement
date. More detailed information can be found in Note 8.

Unearned Revenue and Deposits

Revenue received prior to year end that is related to the next fiscal period is recorded as unearned
revenue or deposits. As of June 30, 2026, the unearned revenue balance consists of approximately
$1,040,000 for the 2026 summer semester and approximately $252,000 for the 2026 fall semester.
As of June 30, 2025, the unearned revenue balance consists of approximately $1,019,000 for the
2025 summer semester and approximately $202,000 for the 2025 fall semester. Grants received
prior to qualifying expenses of approximately $782,000 as of June 30, 2026 are also included in
unearned revenue and approximately $518,000 as of June 30, 2025. Generally, the College first
applies restricted resources when an expense is incurred for which both restricted and unrestricted
resources are available.

Deposits include approximately $1,986,000 as of June 30, 2026 ($1,892,000 as of June 30, 2025)
related to the Michigan New Job Training Program (MNJTP). Under MNJTP, local employers
may enter into training agreements with the College, then divert to the College any state
withholding generated by the wages earned by their new employees. The diverted state taxes are
held by the College and reimbursed back to the employer once the agreed-upon training has been
delivered and paid for. The remaining balance of deposits consists of flight fees paid in advance,
agency funds for student organizations, and miscellaneous other deposits.
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Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

1. Basis of Presentation and Significant Accounting Policies (continued)
Net Pension Liability

For the purpose of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Michigan Public School Employees’ Retirement System (MPSERS) and additions
to/deductions from MPSERS fiduciary net position have been determined on the same basis as
they are reported by MPSERS. MPSERS uses the economic resources measurement focus and the
full accrual basis of accounting. Contribution revenue is recorded as contributions are due,
pursuant to legal requirements. Benefit payments (including refunds of employee contributions)
are recognized as an expense when due and payable in accordance with the benefit terms. Related
plan investments are reported at fair value.

Other Postemployment Benefit Costs

For the purpose of measuring the net other postemployment benefit (OPEB) asset, deferred
outflows of resources and deferred inflows of resources related to OPEB, and OPEB expense,
information about the fiduciary net position of MPSERS and additions to/deductions from
MPSERS fiduciary net position have been determined on the same basis as they are reported by
MPSERS. MPSERS uses the economic resources measurement focus and the full accrual basis of
accounting. For this purpose, MPSERS recognizes benefit payments when due and payable in
accordance with the benefit terms. Investments are reported at fair value, except for money market
investments and participating interest-earning investment contracts that have a maturity of one
year or less at the time of purchase, which are reported at cost.

Deferred Inflows of Resources

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition
of net position that applies to a future period and so will not be recognized as an inflow of resources
(revenue or expense reduction) until that time. The College reports deferred inflows of resources
for certain pension-related and OPEB-related amounts, such as the difference between projected
and actual earnings of the plan’s investments. More detailed information can be found in Note 8.
The Foundation has deferred inflows of resources related to future revenue streams from its
charitable gift annuities.
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1. Basis of Presentation and Significant Accounting Policies (continued)
Net Position

Net position is classified according to external donor restrictions or availability of assets for
satisfaction of College obligations. Restricted net position represents amounts over which third
parties have imposed restrictions that cannot be changed by the board, including amounts that the
board has agreed to set aside under contractual agreements with third parties. Generally, the
College first applies restricted resources when an expense is incurred for which both restricted and
unrestricted resources are available. Unrestricted net position represents net position that is not
subject to externally imposed constraints. Unrestricted net position may be designated for specific
purposes by action of management or the board of trustees. Net investment in capital assets
consists of capital assets, net of accumulated depreciation and related debt.

Student Tuition and Fees

The academic programs are offered in traditional fall and spring semesters. Revenue from student
tuition and fees is recognized during the academic term. Revenue from the summer semester,
which commences in May and ends in August, is split and recognized proportionally to the number
of days of the semester within the fiscal year. Tuition revenue is reported at established rates net
of institutional financial aid and discounts provided by the College to the students.

Scholarship Discounts and Allowances

Student tuition, fee revenue, and certain other revenue from students are reported net of scholarship
discounts and allowances in the statement of revenue, expenses, and changes in net position.
Scholarship discounts and allowances are the difference between the stated charge for goods and
services provided by the College, and the amount that is paid by students and/or third parties
making payments on the students’ behalf. Certain governmental grants, such as Pell Grants, and
other federal, state, or nongovernmental programs are recorded as either operating revenue or
noncapital subsidies in the College’s financial statements. To the extent that revenue from such
programs is used to satisfy tuition and fees and other student charges, the College has recorded a
scholarship discount and allowance.

Grants and Contributions
The College is often awarded grants from the federal government, the State of Michigan, and other
agencies. Revenue from grants is recognized when all eligibility requirements, including time

requirements, are met. Grants may be restricted for specific operating or capital purposes. Amounts
restricted to capital acquisitions are reported as nonoperating revenues.
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1. Basis of Presentation and Significant Accounting Policies (continued)
Federal Financial Assistance Programs

The College participates in federally funded Pell Grants, Federal Supplemental Educational
Opportunity Grants (SEOQG) grants, Federal Work-Study, and Federal Direct Lending programs.
Federal programs are audited in accordance with Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, and the Compliance Supplement. During the year ended June 30, 2026, the College
distributed $4,943,035 for direct lending through the U.S. Department of Education and
$5,215,363 during the year ended June 30, 2025. These amounts are not included as revenue and
expenditures on the accompanying financial statements.

Sales and Services of Auxiliary Activities

Auxiliary activities primarily represent revenue generated from housing, dining, conferences, and
various other departmental activities that provide services to the student body, faculty, staff, and
general public.

Compensated Absences

It is the College’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. All vacation pay is accrued in the financial statements when it is earned. The College
does not have a policy to pay any accumulated sick time amounts when employees separate from
service with the College; therefore, the College estimates how much of the accumulated leave is
more likely than not to be used as paid leave. Based on this calculation, the College has not
reported a liability related to accumulated unused sick benefits.

Voluntary Separation Plan

The College offered a voluntary separation plan to certain employees. The liability and expense
are recognized when the employee accepts the offer and the amounts can be estimated.

Operating Revenues and Expenses, Noncapital Subsidies, and Other Nonoperating Revenues
and Expenses

Revenue and expense transactions are normally classified as operating revenues and expenses
when such transactions are generated by the College’s principal ongoing operations. Operating
revenues of the College consist of student tuition and fees, Federal Pell Grants, grants and contracts
(including contributions and gifts), sales and services of auxiliary activities, and other sources of
revenue. These revenues represent revenue earned from exchange transactions and are reported
net of discounts and allowances.
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1. Basis of Presentation and Significant Accounting Policies (continued)

Operating Revenues and Expenses, Noncapital Subsidies, and Other Nonoperating Revenues
and Expenses (continued)

Subsidies include resources received from or paid to another party for which the College does not
provide or receive goods or services and that directly or indirectly keep the fees and charges lower
than they otherwise would be. Noncapital subsidies are reported separately and include noncapital
state appropriations, property tax revenue, support from the Foundation, and the Foundation
reported noncapital subsidies revenues from contributions and noncapital subsidies expenses from
grants to the College and Freshwater Research Center. The Foundation recognizes contributions
of cash and other assets, including unconditional promises to give in the future, as revenue when
received or pledged, measured at fair value. Unconditional donor promises to give in the future
are recorded at the present value of estimated future cash flows.

Nonoperating revenues and expenses includes special event revenue, investment income, ERC
interest income, bond costs and interest expense on capital-related debt, resources from the
disposal of capital assets, capital contributions, and additions to permanent and term endowments.

Internal Service Activities

Revenue and expenses related to internal service activities, including food and conference services,
postage, and telecommunications, have been eliminated.

Adoption of New Standard and Reclassification

During the year ended June 30, 2026, the College adopted GASB Statement No. 103, Financial
Reporting Model Improvements. The adoption of GASB Statement No. 103 was reported as a
change in accounting principle in accordance with GASB Statement No. 100, Accounting Changes
and Error Corrections. The adoption of GASB Statement No. 103 changed the presentation and
classification of certain revenues and expenses in the statements of revenues, expenses, and
changes in net position, including separate presentation of noncapital subsidies and revised
presentation and classification of certain nonoperating revenues. Comparative amounts for the year
ended June 30, 2025 have been reclassified, if practicable, to conform to the June 30, 2026
presentation. The reclassification affected only the presentation and classification of revenues and
had no effect on the total change in net position, beginning net position, ending net position, assets,
deferred outflows of resources, liabilities, or deferred inflows of resources.
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1. Basis of Presentation and Significant Accounting Policies (continued)
Subsequent Event

On August 17, 2026, the College’s Board of Trustees approved a $13.5 million project to renovate
the Mark and Helen Osterlin building. See Note 9 for details related to project funding that was
earmarked by the Board of Trustees.

2. Property Taxes

Property tax revenue is recognized in the year for which taxes have been levied. Property taxes
are levied on July 1 and December 1 based on taxable values as of the preceding December 31.
The taxes, which are collected and remitted to the College by townships and cities within the
College’s taxing district, are collected through February 28. Uncollected real property taxes of the
College are turned over to the county in which the district is located for subsequent collection. The
College is subsequently paid all of the delinquent real property taxes through the county’s tax
revolving funds. These payments are usually received within three to five months after the
delinquency date.

During the year ended June 30, 2026, the College’s taxing district levied 2.005 mills of tax per
$1,000 of taxable property value for general operating purposes and 2.0331 mills during the year
ended June 30, 2025. Total operating property tax revenue was $15,819,100 for the year ended
June 30, 2026 and $14,890,963 for the year ended June 30, 2025.

The College’s property tax revenue is affected by tax abatements entered into by other
governments. The College’s property tax revenue was reduced as follows for the years ended
June 30:

2026 2025

City of Traverse City $ 215,463 $ 199,686
Blair Township 20,875 18,670
Fife Lake Township 1,533 1,180
Garfield Township 116,367 110,445
Green Lake Township 1,115 1,095
Acme Township 413 407
Paradise Township - 1,592
Long Lake Township 3,347 3,292
Peninsula Township 1,061 1,076

$ 360,174 $ 337,443
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3. Cash, Cash Equivalents, and Investments

State statutes and the College’s investment policy authorize the College to make deposits in the
accounts of federally insured banks, credit unions, and savings and loan associations that have
offices in Michigan. The College is allowed to invest in U.S. Treasury or agency obligations, U.S.
government repurchase agreements, bankers’ acceptances, state obligations, commercial paper
rated prime at the time of purchase, mutual funds, and investment pools that are composed of
authorized investment vehicles. The College’s deposits are in accordance with statutory authority.

Deposits and investments of the College and Foundation are reported in the financial statements
as follows as of June 30:

College Foundation
2026 2025 2026 2025
Cash and cash equivalents $41,295965 §$ 4,561,212 $ 7,927,755 §$§ 1,806,338
Restricted cash and cash equivalents 11,690,379 8,525,316 - -
Short-term investments 6,317,292 12,172,572 - -
Restricted short-term investments 1,027,985 - - -
Long-term investments 25,286,304 16,603,518 77,677,127 67,113,710

$ 85,617,925 $41,862,618 $ 85,604,882 $ 68,920,048

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the College’s deposits may not
be returned to it. The College’s investment policy requires that financial institutions be evaluated
and only those with an acceptable risk level for custodial credit risk be used for the College’s
deposits. The College thoroughly examines the banks with which it chooses to deposit funds for
the following qualifications: federally chartered, State of Michigan qualified depository, Federal
Reserve System, FDIC member, compliance with Community Reinvestment Act, Bauer bank
rating of adequate to good, and Bankrate rating of sound to performing. As of June 30, 2026, the
College’s deposit balances in checking and savings accounts of $1,838,582 had bank deposits of
$1,338,582 that was uninsured and uncollateralized. As of June 30, 2025, the College’s deposit
balances in checking and savings accounts of $1,964,853 had bank deposits of $1,464,853 that
was uninsured and uncollateralized.

The Foundation had deposit accounts held at banks with balances of $7,938,202 as of June 30,
2026, and $1,821,194 as of June 30, 2025. The Foundation had $5,613,863 exposed to custodial
credit risk because the deposits were uninsured or uncollateralized as of June 30, 2026 and
$1,508,834 as of June 30, 2025.

The College and the Foundation believe that, due to the dollar amount of cash deposits and the
limits of FDIC insurance, it is impractical to insure all deposits.
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3. Cash, Cash Equivalents, and Investments (continued)
Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the College will
not be able to recover the value of its investments or collateral securities that are in the possession
of an outside party. The College’s policy for custodial credit risk states that custodial credit risk
will be minimized by limiting investments to the types of securities allowed by state law and by
prequalifying the financial institutions, broker/dealers, intermediaries, and advisors with which the
College will do business using the criteria established in the investment policy. All investment
securities that are uninsured and unregistered are held by counterparties.

Interest Rate Risk

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest
rates. The College’s and the Foundation’s policies minimize interest rate risk by structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations,
thereby avoiding the need to sell securities in the open market.

Credit Risk

Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its
obligations. State law limits investments in commercial paper to prime ratings issued by nationally
recognized statistical rating organizations. The College’s investment policy does not further limit
its investment choices.

Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magnitude of investment in a single
issuer. The College’s policy minimizes concentration of credit risk by requiring diversification of

the investment portfolio so that the impact of the potential losses from any one type of security or
issuer will be minimized.
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3. Cash, Cash Equivalents, and Investments (continued)
Concentration of Credit Risk (continued)

The College had the following cash equivalents and investments subject to credit risk as of June 30:

Carrying Less than 1to5 6to 10
Value 1 Year Years Years
2026
Commercial paper $ 7,060,719 $ 7,060,719 $ - 3 -
U.S. government agency securities 20,286,304 - 17,305,204 2,981,100
Certificates of deposit 284,558 284,558 - -
Total $27,631,581 § 7,345,277 § 17,305,204 $ 2,981,100
2025
Commercial paper $ 8,368,660 $ 8,368,660 3 - 3 -
U.S. government agency securities 20,573,068 4,969,550 10,739,942 4,863,576
Certificates of deposit 274,189 274,189 - -
Total $29,215917 $13,612,399 $ 10,739,942 $ 4,863,576

The nationally recognized statistical rating organization utilized by the College is primarily
Standard & Poor’s Rating Services. The College’s investments subject to credit risk (interest rate
fluctuations) and related ratings consisted of the following as of June 30:

AA+ Al A2

2026

Commercial paper $ - §$ 5,430,638 $ 1,630,081

U.S. government agency securities 20,286,304 - -
$20,286,304 $ 5,430,638 $ 1,630,081

2025
Commercial paper $ - $ 8,368,660 $ -
U.S. government agency securities 20,573,068 -

$ 20,573,068 § 8,368,660 $ -

The Foundation invests in fixed-income mutual funds with a long-term growth objective and due
to the nature of mutual funds, do not have maturities for consideration with credit risk.
Additionally, these funds are not rated by the rating agencies.
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3. Cash, Cash Equivalents, and Investments (continued)
Concentration of Credit Risk (continued)

The following investments comprise 5.00% or more of the College’s investments as of June 30:

2026 2025
Federal National Mortgage Association bonds 28.00% 48.00%
Federal Home Loan Mortgage Corporation term notes 25.00 18.00
Federal Home Loan Consolidated - 5.00
Mackinac Funding Co LLC commercial paper - 5.00
Lexington Parker Capital Co LLC commercial paper - 5.00
Federal Farm Credit Banks bonds 9.00 -

62.00% 81.00%

The following investments comprise 5.00% or more of the Foundation’s investments as of
June 30:

2026 2025
Vanguard Institutional Index 33.00% 33.00%
Vanguard Total International Stock Index 12.00 12.00
iShares Russell 2500 ETF 7.00 6.00
Vanguard Total Bond Market Index 5.00 6.00

57.00% 57.00%

Foreign Currency Risk

Foreign currency risk is the risk that an investment denominated in the currency of a foreign
country could reduce its U.S. dollar value as a result of changes in foreign currency exchange rates.
All of the College’s and Foundation’s foreign investments as of June 30, 2026 and 2025 are valued
in U.S. dollars; therefore, they are not subject to foreign currency risk.
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In instances where inputs used to measure fair value fall into different levels in the fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input
that is significant to the valuation. The College’s assessment of the significance of particular inputs
to these fair value measurements requires judgment and considers factors specific to each asset.
Investments that are measured at fair value using the net asset value per share (or its equivalent)
as a practical expedient are not classified in the fair value hierarchy.

The following tables present information about the College’s assets measured at fair value on a

recurring basis as of June 30:

2026
U.S. government agency securities
Joint venture
Total

2025
U.S. government agency securities
Joint venture
Total

Quoted Prices in  Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
$ 20,286,304 $ - $ - $ 20,286,304
- 5,000,000 5,000,000

$ 20,286,304  $ -

$ 5,000,000

$ 25,286,304

$ 20,573,068 $ - $ - $ 20,573,068
- - 1,000,000 1,000,000
$ 20,573,068 $ - $ 1,000,000 $ 21,573,068

The remaining funds held by the College are either cash or cash equivalents/investments that are
valued at amortized cost. These funds are not subject to fair value measurements and consisted of

the following as of June 30:

Cash

Money market mutual funds

Commercial paper
Certificates of deposit

2026 2025
$ 1,408,893 $ 1498573
51,577,451 10,148,128
7,060,719 8,368,660
284,558 274,189

$ 60,331,621  $ 20,289,550
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4. Fair Value Measurements (continued)

The following tables present information about the Foundation’s assets measured at fair value on
a recurring basis as of June 30:

Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable  Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
2026
Mutual funds:
Domestic equity $ 34,871,596 $ - $ - $ 34,871,596
International equity 18,869,829 - - 18,869,829
Fixed income 14,264,174 - - 14,264,174
Real estate 593,858 - - 593,858
Total $ 68,599,457 $ - $ - 68,599,457
Investments measured at NAV:
Private equity funds 5,227,483
Infrastructure and energy fund 702,534
Real estate funds 2,027,183
Multistrategy hedge funds 1,120,470
Total investments measured at NAV 9,077,670
Total $ 77,677,127
2025
Mutual funds:
Domestic equity $ 28,507,266 - $ - $ 28,507,266
International equity 16,186,733 - - 16,186,733
Fixed income 13,607,484 - - 13,607,484
Real estate 1,254,304 - - 1,254,304
Total $ 59,555,787 - $ - 59,555,787
Investments measured at NAV:
Private equity funds 4,899,936
Real estate funds 1,618,349
Multistrategy hedge funds 1,039,638
Total investments measured at NAV 7,557,923
Total $67,113,710
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4. Fair Value Measurements (continued)

The College and Foundation’s debt and equity securities are classified as Level 1 and are valued
using prices quoted in active markets for those securities.

During the year ended June 30, 2025, the College entered into an agreement for a joint venture for
the Freshwater Center. Under the agreement’s payment schedule, the College was required to
invest the initial $1,000,000 commitment prior to June 30, 2025, and another $2,000,000 by
December 2026. During the year ended June 30, 2026, the College invested an additional
$4,000,000 for a total of $5,000,000 committed, exceeding the total $3,000,000 commitment that
was required. With this investment, the College has 50% ownership. Due to the unique nature of
this investment, it is classified as Level 3 and valuation is based on the initial cost of the
investment, adjusted for the earnings and return of investment under the equity method of
accounting.

The valuation method for investments measured at net asset value (NAV) per share (or its
equivalent) is presented in a subsequent table.

Investments in Entities that Calculate Net Asset Value per Share

The Foundation holds shares or interests in investment companies whereby the fair value of the
investments is measured on a recurring basis using net asset value per share (or its equivalent) of
the investment companies as a practical expedient. The fair value, unfunded commitments, and
redemption rules of those investments are as follows as of June 30:

Redemption Redemption
Unfunded Frequency, Notice

Fair Value Commitments if Eligible Period
2026
Private equity funds $ 5,227,483 $ 174,333 Quarterly 30-60 days
Infrastructure and energy funds 702,534 - Quarterly 45 days
Real estate funds 2,027,183 - Monthly 15-30 days
Multistrategy hedge funds 1,120,470 - Semiannual 95 days
Total investments measured at NAV ~ $ 9,077,670 $ 174,333
2025
Private equity funds $ 4,899,936 $ 172,148 Quarterly 30-60 days
Real estate funds 1,618,349 - Monthly 15-30 days
Multistrategy hedge funds 1,039,638 - Semiannual 95 days
Total investments measured at NAV ~ $ 7,557,923 $ 172,148
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4. Fair Value Measurements (continued)

Investments in Entities that Calculate Net Asset Value per Share (continued)

The private equity funds class includes several private equity funds that invest in a diverse portfolio
of companies. The infrastructure and energy funds class invests in funds that focus on renewable
power and infrastructure. The real estate fund invests directly into a diverse portfolio of private
real estate. The multistrategy hedge funds class invests in funds that pursue multiple strategies to
diversify risks and reduce volatility.

5. Accounts and Contributions Receivable

The following is the detail of accounts and contributions receivable as of June 30:

College Foundation
2026 2025 2026 2025
Student $ 2,521,786 $ 2,603,891 $ - § -
Grants and contracts 2,390,520 928,717 - -
State appropriations 2,590,362 2,457,733 - -
Foundation 3,020,557 2,074,515 - -
Third party and other 1,263,222 1,059,344 - -
Contributions - - 1,030,663 1,961,932
Employee Retention Credit - 8,413,537 - -
Gross accounts receivable 11,786,447 17,537,737 1,030,663 1,961,932
Allowance for doubtful accounts (942,582) (781,505) (55,000) (55,000)
Allowance for net present value discount - - (21,280) (67,999)
Total accounts receivable, net $10,843,865 $16,756,232 $ 954,383 $ 1,838,933

The Coronavirus Aid, Relief, and Economic Security (CARES) Act of 2020 introduced the
Employee Retention Credit (ERC) as pandemic relief for eligible organizations. The ERC is a
refundable credit against certain employment taxes and qualifies as a government grant. Under
U.S. GAAP, government grants are recognized as revenue in the period in which an organization
substantially overcomes all eligibility criteria to be entitled to the funding.

Based on meeting the threshold for gross receipts decline in 2021 compared to 2019 and incurring
eligible payroll expenses, the College filed for the credit on January 31, 2024. For the year ended
June 30, 2024, the College recorded $8,037,442 of ERC receivable. This receivable was increased
during the year ended June 30, 2025 for $376,095 of anticipated interest. During the year ended
June 30, 2026, the College received $8,926,820, including $513,283 of additional interest.
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5. Accounts and Contributions Receivable (continued)

Future maturities of the Foundation’s contributions receivable were as follows as of June 30:

2026 2025
Current receivables due within 1 year $ 610,583 $ 1,208,089
Noncurrent receivables due within 2-5 years 343,800 630,844
Total $ 954,383 $ 1,838,933

6. Capital Assets
Capital asset activity was as follows for the year ended June 30, 2026:

July 1,2025  Additions Disposals Transfers  June 30, 2026

Capital assets not being depreciated:
Land $ 4,626,042 § -3 -8 - $ 4,626,042
Construction in progress 6,385,843 3,196,666 (5,051,843) 4,530,666
Art collection 1,877,707 1,313 - - 1,879,020

12,889,592 3,197,979 (5,051,843) 11,035,728
Capital assets being depreciated:

Infrastructure 7,943,394 - (239,782) - 7,703,612
Buildings and improvements 126,319,310 2,455,823 (7,685,880) 5,051,843 126,141,096
Docks 2,359,401 - - - 2,359,401
Furniture, fixtures, and equipment 39,638,503 2,944,925 (11,847,165) - 30,736,263
Land improvements 6,249,601 297,070 (54,631) - 6,492,040

182,510,209 5,697,818 (19,827,458) 5,051,843 173,432,412
Accumulated depreciation:

Infrastructure 7,580,006 70,988 (236,785) - 7,414,209
Buildings and improvements 63,947,313 3,326,954  (5,155,224) - 62,119,043
Docks 2,178,419 51,709 - - 2,230,128
Furniture, fixtures, and equipment 30,988,292 2,599,954 (11,706,166) - 21,882,080
Land improvements 5,552,525 95,574 (33,466) - 5,614,633
110,246,555 6,145,179 (17,131,641) - 99,260,093

Net capital assets being depreciated 72,263,654 (447,361) (2,695,817) 5,051,843 74,172,319
Capital assets, net $ 85,153,246  $2,750,618 $(2,695,817) $ - $85,208,047
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Capital asset activity was as follows for the year ended June 30, 2025:

Capital assets not being depreciated:
Land
Construction in progress
Art collection

Capital assets being depreciated:
Infrastructure
Buildings and improvements
Docks
Furniture, fixtures, and equipment
Land improvements

Accumulated depreciation:
Infrastructure
Buildings and improvements
Docks
Furniture, fixtures, and equipment
Land improvements

Net capital assets being depreciated
Capital assets, net

7. Long-term Obligations

Long-term debt activity for the year ended June 30, 2026 was as follows:

Bonds payable:
2016 Community College Facilities Bonds
2018 Community College Facilities Bonds
2024 Community College Facilities Bonds
2026 Community College Facilities Bonds

Total principal outstanding

Unamortized bond premiums

Total bonds payable

Accrued vacation and sick leave

Voluntary separation plan

Total long-term obligations

July 1,2024  Additions Disposals  Transfers June 30, 2025
$ 4,626,042 $ - 8 - 8 - § 4,626,042
515,299 6,318,949 - (448,405) 6,385,843
1,877,006 701 - - 1,877,707
7,018,347 6,319,650 - (448,405) 12,889,592
7,943,394 - - - 7,943,394
125,391,726 719,195 - 208,389 126,319,310
2,359,401 - - - 2,359,401
34,070,028 5,328,459 - 240,016 39,638,503
6,204,060 45,541 - - 6,249,601
175,968,609 6,093,195 - 448,405 182,510,209
7,491,005 89,001 - - 7,580,006
60,682,972 3,264,341 - - 63,947,313
2,126,710 51,709 - - 2,178,419
28,888,830 2,099,462 - - 30,988,292
5,459,486 93,039 - - 5,552,525
104,649,003 5,597,552 - - 110,246,555
71,319,606 495,643 - 448,405 72,263,654
$ 78,337,953 § 6,815,293 § - 8 - $85,153,246
Current
July 1,2025 Additions Reductions June 30, 2026 Portion
$ 14,805,000 $ - % (935,000) $ 13,870,000 $ 970,000
5,300,000 - (330,000) 4,970,000 340,000
8,190,000 - (420,000) 7,770,000 440,000
- 10,540,000 - 10,540,000 -
28,295,000 10,540,000  (1,685,000) 37,150,000 1,750,000
1,148,547 567,213 (86,072) 1,629,688 104,703
29,443,547 11,107,213  (1,771,072) 38,779,688 1,854,703
1,670,972 94,787 - 1,765,759 1,589,000
40,922 - (40,922) - -
$ 31,155,441 $11,202,000 $ (1,811,994) § 40,545,447 § 3,443,703
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7. Long-term Obligations (continued)

Long-term debt activity for the year ended June 30, 2025 was as follows:

Current
July 1,2024  Additions Reductions June 30, 2025 Portion
Bonds payable:

2016 Community College Facilities Bonds  $ 15,705,000 § - $ (900,000) $14,805,000 $ 935,000
2018 Community College Facilities Bonds 5,615,000 - (315,000) 5,300,000 330,000
2024 Community College Facilities Bonds - 8,190,000 - 8,190,000 420,000
Total principal outstanding 21,320,000 8,190,000  (1,215,000) 28,295,000 1,685,000
Unamortized bond premiums 416,379 799,594 (67,426) 1,148,547 85,703
Total bonds payable 21,736,379 8,989,594  (1,282,426) 29,443,547 1,770,703
Accrued vacation and sick leave 1,525,681 1,487,627  (1,342,336) 1,670,972 1,486,000
Voluntary separation plan 120,356 81,844 (161,278) 40,922 40,922
Total long-term obligations $23,382,416  $10,559,065 $(2,786,040) $31,155441 $ 3,297,625

The College has no direct borrowings.
Community College Facilities Bonds, 2016

The College issued $20,890,000 in Limited Tax General Obligation Bonds with an interest rate of
2.78%. The 2016 bonds are payable from operating revenue of the College in installments ranging
from $405,000 to $1,405,000 and mature at varying amounts through 2038. The net proceeds of
$20,788,154 (after payment of $101,846 in underwriting fees and other issuance cost) were used
to construct residence housing, renovations to the museum, a new library, and various other
campus infrastructure projects.

Community College Facilities Bonds, 2018

The College issued $7,300,000 in Limited Tax General Obligation Bonds with an interest rate of
3.25%t0 3.50%. The 2018 bonds are payable from operating revenue of the College in installments
ranging from $260,000 to $495,000 and mature at varying amounts through 2038. The net proceeds
0f $7,130,750 (after payment of $169,250 in underwriting fees and other issuance cost) were used
to finance the West Hall Innovation Center renovation.

Community College Facilities Bonds, 2024

The College issued $8,190,000 in Limited Tax General Obligation Bonds with an interest rate of
4.00% to 5.00%. The 2024 bonds are payable from operating revenue of the College in installments
ranging from $420,000 to $780,000 and mature at varying amounts through 2039. The net proceeds
of $8,018,378 (after payment of $171,622 in underwriting fees and other issuance cost) were used
to finance the expansion and renovation of its existing aircraft hangar and purchase of additional
aircraft.
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7. Long-term Obligations (continued)

Community College Facilities Bonds, 2026

The College issued $10,540,000 in Limited Tax General Obligation Bonds with an interest rate of
5.00%. The 2026 bonds are payable from operating revenue of the College in installments ranging
from $115,000 to $660,000 and mature at varying amounts through 2056. The net proceeds of
$10,384,796 (after payment of $155,204 in underwriting fees and other issuance cost) are being
used to finance the College’s geothermal project. The project will replace existing heating and
cooling components in five central campus buildings with a ground-source geothermal exchange
system.

Debt Service Requirements to Maturity

Annual debt service requirements to maturity for the above bonds obligations are as follows for
years ending June 30:

Principal Interest Total
2027 § 1,750,000 § 1,406,014 § 3,156,014
2028 1,935,000 1,421,450 3,356,450
2029 2,015,000 1,351,025 3,366,025
2030 2,095,000 1,277,563 3,372,563
2031 2,185,000 1,201,075 3,386,075
2032-2036 12,280,000 4,734,775 17,014,775
2037-2041 7,070,000 2,540,600 9,610,600
2042-2046 2,025,000 1,762,500 3,787,500
2047-2051 2,585,000 1,202,750 3,787,750
2052-2056 3,210,000 489,000 3,699,000
Total $37,150,000 § 17,386,752 $ 54,536,752

8. Retirement Plans
Plan Description

The College participates in the Michigan Public School Employees’ Retirement System
(MPSERS), a statewide, cost-sharing, multiple-employer defined benefit public employee
retirement system governed by the State of Michigan that covers substantially all employees of the
College. Certain College employees also receive defined contribution retirement and health care
benefits through MPSERS. MPSERS provides retirement, survivor, and disability benefits to plan
members and their beneficiaries. MPSERS also provides postemployment health care benefits to
retirees and beneficiaries who elect to receive those benefits.

44



Northwestern Michigan College
Notes to Financial Statements

June 30, 2026

8. Retirement Plans (continued)
Plan Description (continued)

MPSERS, and all assumptions therein, is administered by the Office of Retirement Services
(ORS). The Michigan Public School Employees’ Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for the
pension and postemployment health care plans. That report is available on the web at
http://www.michigan.gov/orsschools.

Benefits Provided

Benefit provisions of the defined benefit (DB) pension plan and the postemployment health care
plan are established by state statute, which may be amended. Public Act 300 of 1980, as amended,
establishes eligibility and benefit provisions for the defined benefit pension plan and the
postemployment health care plan.

Depending on the plan option selected, member retirement benefits are calculated as final average
compensation times years of services times a pension factor ranging from 1.25% to 1.50%. The
requirements to retire range from attaining the age of 46 to 60 with years of service ranging from
5 to 30 years, depending on when the employee became a member. Early retirement is computed
in the same manner as a regular pension but is permanently reduced by 0.50% for each full and
partial month between the pension effective date and the date the member will attain age 60. There
is no mandatory retirement age.

Depending on the member’s date of hire, MPSERS offers the option of participating in the defined
contribution (DC) plan that provides a 50% employer match (up to 3% of salary) on employee
contributions.

Members are eligible for nonduty disability benefits after 10 years of service and for duty-related
disability benefits upon hire. Disability retirement benefits are determined in the same manner as
retirement benefits but are payable immediately without an actuarial reduction. The disability
benefits plus authorized outside earnings are limited to 100% of the participant’s final average
compensation, with an increase of 2% each year thereafter.

Benefits may transfer to a beneficiary upon death and are determined in the same manner as
retirement benefits but with an actuarial reduction.

Benefit terms provide for annual cost of living adjustments to each employee’s retirement
allowance subsequent to the employee’s retirement date. The annual adjustment, if applicable, is
3%. Some members who do not receive an annual increase are eligible to receive a supplemental
payment in those years in which investment earnings exceed actuarial assumptions.
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8. Retirement Plans (continued)
Benefits Provided (continued)

MPSERS provides medical, prescription drug, dental, and vision coverage for retirees and
beneficiaries. A subsidized portion of the premium is paid by MPSERS, with the balance deducted
from the monthly pension of each retiree health care recipient. Depending on the member’s date
of hire, this subsidized portion ranges from 80% to the maximum allowed by the statute.

Contributions

Public Act 300 of 1980, as amended, required the College to contribute amounts necessary to
finance the coverage of pension benefits of active and retired members. Contribution provisions
are specified by state statute and may be amended only by action of the state Legislature. Under
these provisions, each school district’s contribution is expected to finance the costs of benefits
earned by employees during the year, with an additional amount to finance a portion of the
unfunded accrued liability.

Under the OPEB plan, retirees electing this coverage contribute an amount equivalent to the
monthly cost for Part B Medicare and 10%, or 20% for those not Medicare eligible, of the monthly
premium amount for the health, dental, and vision coverage at the time of receiving the benefits.
The MPSERS board of trustees annually sets the employer contribution rate to fund the benefits.
Participating employers are required to contribute at that rate.

Under Public Act 300 of 2012, members were given the choice between continuing the 3%
contribution to the retiree health care and keeping the premium subsidy benefit described above or
choosing not to pay the 3% contribution and, instead, opting out of the subsidy benefit and
becoming participants in the Personal Healthcare Fund (PHF), a portable tax-deferred fund that
can be used to pay health care expenses in retirement. Participants in the PHF are automatically
enrolled in a 2% employee contribution into their 457 accounts as of their transition date, earning
them a 2% employer match into a 401(k) account. Members who selected this option stopped
paying the 3% contribution to retiree health care as of the day before their transition date, and their
prior contributions were deposited into their 401(k) accounts.

The College’s contributions are determined based on employee elections. There are multiple

pension and health care benefit options included in the plan available to employees based on date
of hire and the elections available at that time.
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8. Retirement Plans (continued)
Contributions (continued)

Contribution rates are adjusted annually by the ORS. The ranges of rates are as follows:

Pension OPEB
October 1, 2023 — September 30, 2024 13.90% — 23.03% 7.06% — 8.31%
October 1, 2024 — September 30, 2025 20.96% — 30.11% 0.00% — 1.25%
October 1, 2025 — September 30, 2026 15.21% — 26.08% 0.00% — 3.83%

Depending on the plan selected, member pension contributions range from 0% up to 7.0% of gross
wages. For certain plan members, a 4% employer contribution to the defined contribution pension
plan is required. In addition, for certain plan members, a 3% employer match is provided to the
defined contribution pension plan.

The College’s required and actual pension contributions to the plan for the year ended June 30,
2026 were $6,252,323 and $6,145,467 for June 30, 2025, which include the College’s
contributions required for those members with a defined contribution benefit. The College’s
required and actual pension contributions include an allocation of $2,185,118 for the year ended
June 30, 2026 and $1,922,016 for the year ended June 30, 2025 in revenue received from the State
of Michigan and remitted to the System to fund the MPSERS unfunded actuarial accrued liability
(UAAL) stabilization rate.

The College’s required and actual OPEB contributions to the plan for the year ended June 30, 2026
were $318,236 and $563,497 for the year ended June 30, 2025, which include the College’s
contributions required for those members with a defined contribution benefit.

Net Pension Liability

As of June 30, 2026, the College reported a liability of $27,331,985 for its proportionate share of
the net pension liability and $33,796,611 as of June 30, 2025. The net pension liability was
measured as of September 30, 2025 and 2024, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of September 30, 2024 and 2023,
which used update procedures to roll forward the estimated liability to September 30, 2025 and
2024.
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8. Retirement Plans (continued)
Net Pension Liability (continued)

The College’s proportion of the net pension liability was based on a projection of its long-term
share of contributions to the pension plan relative to the projected contributions of all participating
reporting units, actuarially determined. As of September 30, 2025, the College’s proportion was
0.136435%, 0.138047% as of September 30, 2024, and 0.144199% as of September 30, 2023,
representing a change of (1.167718)% between fiscal years 2024 to 2025 and (4.266326)%
between fiscal years 2023 to 2024.

Net OPEB Asset

As of June 30, 2026, the College reported an asset of $7,026,809 and $5,892,039 as of June 30,
2025, for its proportionate share of the net OPEB asset. The net OPEB asset was measured as of
September 30, 2025 and 2024, and the total OPEB liability used to calculate the net OPEB asset
was determined by an actuarial valuation as of September 30, 2024 and 2023, which used update
procedures to roll forward the estimated liability to September 30, 2025 and 2024. The College’s
proportion of the net OPEB asset liability was based on a projection of its long-term share of
contributions to the OPEB plan relative to the projected contributions of all participating reporting
units, actuarially determined. As of September 30, 2025, the College’s proportion was 0.115589%,
0.136884% as of September 30, 2024, and 0.145781% as of September 30, 2023, representing a
change of (15.556968)% between fiscal years 2024 to 2025 and (6.102990)% between fiscal years
2023 to 2024.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2026, the College recognized pension recovery of $457,071 and

pension expense of $640,665 for June 30, 2025, inclusive of payments to fund the MPSERS UAAL
stabilization rate.
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8. Retirement Plans (continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources

Related to Pensions (continued)

The College reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources as of June 30:

Difference between expected and actual experience

Changes in assumptions

Net difference between projected and actual
earnings on pension plan investments

Changes in proportion and differences between the

College’s contributions and proportionate share of

contributions

The College’s contributions to the plan subsequent
to the measurement date

Total

2026 2025
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
$1,058,646 $ (243,444) $ 916,926 $§ (367,205)
981,023 (1,444,561) 3,523,497 (2,476,223)
- (6,531,759) - (6,449,826)
35,309 (2,283,839) 36,650 (3,627,199)
4,931,181 - 5,098,921 -
$7,006,159 $(10,503,603) $9,575,994 $ (12,920,453

For the year ended June 30, 2026, $2,185,118 is reported as deferred inflows of resources resulting
from the pension portion of state aid payments received pursuant to the UAAL payment and was
recognized as state appropriations revenue, and $1,922,016 for the year ended June 30, 2025.
Amounts reported as deferred outflows of resources and (deferred inflows of resources) related to
pensions will be recognized in pension expense as follows:

Year Ending
June 30

Amount

2027
2028
2029
2030
Total

$ (1,557,164)
(3,630,913)
(2,529,922)

(710,626)
$  (8,428,625)

In addition, the contributions subsequent to the measurement date will be included as a reduction

of the net pension liability in the next year.
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8. Retirement Plans (continued)

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended June 30, 2026, the College recognized OPEB recovery of $2,568,767 and
$2,537,329 for the year ended June 30, 2025. The College reported deferred outflows of resources

and deferred inflows of resources related to OPEB from the following sources as of June 30:

2026 2025

Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of

Resources Resources Resources Resources

Difference between expected and actual experience $ - $4,810,887) $ - $(6,243,762)
Changes in assumptions 937,803 (74,526) 1,286,906 (147,919)
Net difference between projected and actual

earnings on OPEB plan investments - (987,420) - (1,115431)
Changes in proportion and differences between the

College’s contributions 24,208 (522,430) 32,868 (787,780)
The College’s contributions to the plan subsequent

to the measurement date 117,126 - 112,338 -
Total $1,079,137 $(6,395,263) $1,432,112 § (8,294,892

Amounts reported as deferred outflows of resources and (deferred inflows of resources) related to
OPEB will be recognized in OPEB expense as follows, reduced by employer contributions
subsequent to the measurement date:

Year Ending
June 30 Amount
2027 $ (1,494,024)
2028 (1,430,599)
2029 (1,286,476)
2030 (841,520)
2031 (292,624)
Thereafter (88,009)
Total $(5,433,252)
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8. Retirement Plans (continued)
Actuarial Assumptions
The total pension and OPEB liabilities as of September 30, 2025 and 2024 are based on the results

of an actuarial valuation as of September 30, 2024 and 2023, respectively, and rolled forward. The
total liabilities were determined using the following actuarial assumptions:

Actuarial cost method Entry age, normal
Investment rate of return:
Pension 6.00%, net of investment expenses based on the groups
OPEB 6.00%, net of investment expenses based on the groups
Salary increases 2.75%-11.55% (including wage inflation of 2.75%)

Healthcare cost trend rate  Pre 65: 7.75% as of September 30, 2024 and 7.25% as of
September 30, 2023 (year 1 graded to 3.5% year 15)
Post 65: 6.50% Year 1 graded to 3.50% Year 15

Mortality PubT-2010 Male and Female Employee Mortality Tables, scaled
100% (retirees: 116% for males and 116% for females) and adjusted
for mortality improvements using projection scale MP-2021 from
2010

Cost of living pension 3.00% (Annual noncompounded for MIP members)

adjustments

Assumption changes as a result of an experience study for the periods from 2017 to 2022 have
been adopted by MPSERS for use in the annual pension valuations beginning with the
September 30, 2023 valuation. The total pension and OPEB liabilities as of September 30, 2025,
are based on the results of an actuarial valuation date of September 30, 2024, and rolled forward
using generally accepted actuarial procedures, including the experience study. The recognition
period for pension liabilities is 4.4524 years which is the average of the expected remaining service
lives of all employees. The recognition period for OPEB liabilities is 6.4654 years which is the
average of the expected remaining service lives of all employees. The recognition period for assets
is 5.0000 years.

Discount Rate
The discount rate used to measure the total pension liability and OPEB (asset)/liability was 6.00%
as of September 30, 2025 and 2024. The projection of cash flows used to determine the discount

rate assumed that employee contributions will be made at the current contribution rate and that
College contributions will be made at statutorily required rates.
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8. Retirement Plans (continued)

Based on those assumptions, the pension plan’s fiduciary net position and the OPEB plan’s
fiduciary net position were projected to be available to make all projected future benefit payments
of current active and inactive employees. Therefore, the long-term expected rate of return on
pension plan and OPEB plan investments was applied to all periods of projected benefit payments
to determine the total pension liability and total OPEB asset.

The long-term expected rate of return on pension plan and OPEB plan investments was determined
using a building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. The target allocation and best estimates of arithmetic real rates of return for
each major asset class are summarized in the following table as of June 30:

2026 2025
Long-term Pension  Long-term
Pension OPEB Expected and OPEB Expected
Target Target Real Rate Target Real Rate
Allocation  Allocation  of Return Allocation  of Return

Asset Class
Domestic equity pools 21.00% 16.00% 5.80% 25.00% 5.30%
Private equity pools 16.00 16.00 9.30 16.00 9.00
International equity pools 14.00 11.00 5.60 15.00 6.50
Fixed-income pools 15.00 26.00 2.50 13.00 2.20
Real estate and infrastructure pools 8.00 5.00 7.00 10.00 7.10
Absolute return pools 13.00 15.00 4.40 9.00 5.20
Real return/Opportunistic pools 9.00 7.00 7.00 10.00 6.90
Short-term investment pools 4.00 4.00 1.30 2.00 1.40

Long-term rates of return are net of administrative expense and inflation of 2.40% for
September 30, 2025 and 2.30% for September 30, 2024.
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8. Retirement Plans (continued)
Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the College, calculated using the discount rate
depending on the plan option. The following also reflects what the College’s net pension liability
would be if it were calculated using a discount rate that is 1 percentage point lower or 1 percentage
point higher than the current rate:

1.00 Current 1.00
Percentage Discount Percentage
Point Decrease Rate Point Increase
(5.00%) (6.00%) (7.00%)

2026
Net pension liability of the College $ 43,131,380 $ 27,331,985 $ 14,173,112
2025
Net pension liability of the College $ 49,546,195 § 33,796,611 $ 20,682,052

Sensitivity of the Net OPEB Asset to Changes in the Discount Rate

The following presents the net OPEB asset of the College, calculated using the current discount
rate. It also reflects what the College’s net OPEB asset would be if it were calculated using a
discount rate that is 1 percentage point lower or 1 percentage point higher than the current rate:

1.00 Current 1.00
Percentage Discount Percentage
Point Decrease Rate Point Increase
(5.00%) (6.00%) (7.00%)

2026
Net OPEB asset of the College $ (6,054,041) $(7,026,809) $ (7,878,192)
2025
Net OPEB asset of the College $ (4,553,416) $(5,892,039) $ (7,049,420)
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8. Retirement Plans (continued)
Sensitivity of the Net OPEB Asset to Changes in the Healthcare Cost Trend Rate

The following presents the net OPEB asset of the College, calculated using the current healthcare
cost trend rate, as noted in the aforementioned actuarial assumptions. It also reflects what the
College’s net OPEB asset would be if it were calculated using a healthcare cost trend rate that is 1
percentage point lower or 1 percentage point higher than the current rate:

1.00 Current 1.00
Percentage Healthcare Cost Percentage
Point Decrease Trend Rate Point Increase
2026
Net OPEB asset of the College $ (7,870,424) $ (7,026,809) $ (6,141,042)
2025
Net OPEB asset of the College $ (7,049,432) $(5,892,039) $ (4,650,741)

Pension Plan and OPEB Plan Fiduciary Net Position

Detailed information about the plan’s fiduciary net position is available in the separately issued
MPSERS financial report.

Payable to the Pension Plan and OPEB Plan

As of June 30, 2026, the College reported a payable of $668,961 for the outstanding amount of
contributions to the pension plan and $11,138 to the OPEB plan. As of June 30, 2025, the College
reported a payable of $566,212 for the outstanding amount of contributions to the pension plan
and $9,907 to the OPEB plan.

Defined Contribution Pension Plan

Full-time faculty, administrators, and other employees providing professional services in the
discharge of the educational and administrative functions of the College may elect to participate
in an optional retirement program (ORP) in lieu of participating in the MPSERS plan. The ORP is
a qualified defined contribution plan under IRC Section 401(a) administered by the Teachers’
Insurance and Annuity Association (TIAA). The College has elected to contribute 11.50% of the
participant’s compensation for the years ended June 30, 2026 and 2025. The College’s
contributions to the plan was $1,401,329 for the year ended June 30, 2026 and $1,342,914 for the
year ended June 30, 2025.
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9. Unrestricted Net Position (Deficit)

The College, through application of the board-approved resources guidelines, reserved the use of

unrestricted net position (deficit) as follows as of June 30:

2026 2025

Reserved for General Operating Fund $ 14,849,509 $ 13,954,055
Reserved for other contingencies in Board Designated Fund 1,209,880 1,209,880
Reserved for maintenance and replacement after bond commitments 15,487,685 3,323,575
Reserved for auxiliary expenses 6,355,857 7,249,018
Reserved for Great Lakes Maritime Academy equipment and vessel 246,639 343,389
Reserved for transformation 1,422,476 1,422,755
Reserved for strategic projects 1,403,624 1,585,764
Reserved for wellness initiatives 364,114 364,114
Employee retention credit (Note 5) 8,926,820 8,413,537
Reserved for investment in joint venture 5,000,000 1,000,000
Boardman Lake Campus sale proceeds reserved for capital and

strategic priorities 15,087,543 -
Reserved for new capital projects 1,500,000 -
Total reserves before pension and OPEB activity 71,854,147 38,866,087
Reserved for OPEB fund deficit (5,316,126) (6,862,780)
Reserved for pension fund deficit (33,014,797) (39,063,336)

Total

$ 33,523,224

$  (7,060,029)

Subsequent to year-end, in August 2026, the Board of Trustees approved to earmark $10,000,000
of the Boardman Lake Campus sale proceeds and $1,500,000 of the new capital projects fund for
the Mark and Helen Osterlin building renovation.

10. Risk Management

The College is exposed to various risks of loss related to property loss, torts, errors, omissions,
employee injuries (workers’ compensation), and medical benefits provided to employees. The
College participates in risk management pools for claims relating to auto, property, workers’
compensation, errors, omissions, and liability.
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10. Risk Management (continued)
Risk-sharing Programs

The College participates in the Michigan Community College Risk Management Authority
(MCCRMA) risk management pool for auto, property, and liability claims and in the SET-SEG
risk management pool for workers’ compensation claims, errors, and omissions coverage. Both
programs operate as claims servicing pools for amounts up to member retention limits and operate
as common risk-sharing management programs for losses in excess of member retention amounts.
Although premiums are paid annually to the pools, which the pools use to pay claims up to the
retention limits, the ultimate liability for those claims remains with the College.

Self-insurance

The College is self-insured for unemployment compensation and health benefits. The College
estimates the liability for self-insured claims that have been incurred through the end of the fiscal
year, including both those claims that have been reported and those that have not yet been reported.
The estimated liabilities for unemployment compensation for the fiscal years ended June 30, 2026
and 2025 were insignificant. Changes in the estimated liability for health benefits were as follows
for the fiscal years ended June 30:

2026 2025 2024
Unpaid claims — beginning of year $ 212,247  § 234956 $ 158,329
Incurred claims, including claims incurred but not reported 4,350,182 4,305,167 3,968,316
Claim payments (4,296,123)  (4,327,876) (3,891,689)
Unpaid claims — end of year $ 266,306 $ 212247 $ 234,956

11. Contingent Liabilities and Commitments

The College is subject to various legal proceedings and claims that arise in the ordinary course of
its activities. The College believes that the amount, if any, of ultimate liability with respect to legal
actions will be insignificant or will be covered by insurance.

In April 2026, the board of trustees approved engaging a construction company for the College’s
geothermal project. The project will replace existing heating and cooling components with a
ground-source geothermal exchange system. As of June 30, 2026, there was $7,957,992 of open
commitments under this contract.
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12. Dennos Museum Center

Dennos Museum Center operates as an auxiliary function of the College. Revenue and expenses
for Dennos Museum Center were as follows for the years ended June 30:

2026 2025

Revenue:

Sales and services $ 424,658 $ 420,973

Federal grants and contracts - 1,000

State grants and contracts - 1,800

Support from component unit 546,498 825,765

Other sources 88,137 65,039
Total revenue 1,059,293 1,314,577
Operating and capital expenses:

Public service 1,224,313 1,123,617

Operations and maintenance of plant 113,531 76,189
Total operating and capital expenses 1,337,844 1,199,806
Change in net position before nonoperating

revenue (expense) and transfers (278,551) 114,771
Transfers in (out) 300,000 (116,055)
Change in net position 21,449 (1,284)
Net position - beginning of year 5,391 6,675
Net position - end of year $ 26,840 $ 5,391

13. Risks and Uncertainties

The College is subject to various risks and uncertainties related to Federal, State, and local
economic factors. The Federal and State government funding has a significant impact on the
College’s operations. There is heightened uncertainty at the Federal level due to an ongoing
government shutdown as well as a variety of proposed policy and Agency oversight changes. Due
to this uncertainty, it is at least reasonably possible an impact in the near term could materially
affect the operations of the College and the amounts reported in the financial statements.
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Northwestern Michigan College
Notes to Required Supplementary Information

June 30, 2026

Pension Information

GASB 68 was implemented in fiscal year 2015.

The amounts presented in the schedule of the College’s Proportionate Share of the Net Pension
Liability were determined as of September 30 of the preceding year (the plan year).

Significant changes in assumptions were as follows for the years ended June 30:

2024 — The discount rate used in the September 30, 2022 actuarial valuation decreased to
6.00% for the MIP and Basic Plans and the Pension Plus Plan for the September 30, 2023
actuarial valuation.

2020 — The discount rate used in the September 30, 2018 actuarial valuation decreased to
6.80% for the MIP and Basic Plans and the Pension Plus Plan for the September 30, 2019
actuarial valuation.

2019 — The discount rate used in the September 30, 2017 actuarial valuation decreased to
7.05% for the MIP and Basic Plans, 7.00% for the Pension Plus Plan, and 6.00% for the
Pension Plus 2 Plan for the September 30, 2018 actuarial valuation.

2018 — The discount rate used in the September 30, 2016 actuarial valuation decreased to
7.50% for the MIP and Basic Plans and 7.00% for the Pension Plus Plan for the
September 30, 2017 actuarial valuation.

OPEB Information

GASB 75 was implemented in fiscal year 2018. The OPEB plan schedules are being built
prospectively. Ultimately, 10 years of data will be presented.

The amounts presented in the schedules of the College’s Proportionate Share of the Net OPEB
Liability were determined as of September 30 of the preceding year (the plan year).

Significant changes in assumptions were as follows for the years ended June 30:

2024 — The discount rate used in the September 30, 2022 actuarial valuation decreased to
6.00% for the September 30, 2023 actuarial valuation.

2020 — The discount rate used in the September 30, 2018 actuarial valuation decreased to
6.95% for the September 30, 2019 actuarial valuation.

2019 — The discount rate used in the September 30, 2017 actuarial valuation decreased to
7.15% for the September 30, 2018 actuarial valuation.

62



Other Supplementary Information



€9

901°800°1 T 96T°$80°8 - 967°580°8 - - - - - -
$0S09%°CS 1 S6L°6£0°T61 LL6'STIT 655°920°L - EPETLOSTT €T1005°€ L9Y'680°L €LYS91°SE £58°950°1¢C
611%L1911 $7S6£T°0€1 - 608°970°L - 117°926°L6 - - 000°000°S #0£°987°0C
9T ESISY L¥0°80T°S8 - - - L¥0'80T°S8 - - - -
6£0°C68°S 608°920°L - 608°920°L - - - - - -
815°€09°91 $0€98T°ST - - - - - - 000°000°S $0€987°0C
- S86°LT0°1 - - - S86°LT0°1 - - - -
91€°6TS'8 6LE069°TT - - - 6LE069°T1 - - - -
$8€°987°9¢ 1L2°008°09 LL6'STI'T (052 - TE6'PPILL €21°70S°E L9t'680°L €L¥S91°0€ 67S'0LL
- - £65°601°C (0s2) (92L°520) S68°500°L1 19%°C€8 091°65€°9 0€6°LLOST (€90°6S1°T+)
69€96L°C 6¥1°ErET - - - 619°LET 80L°L61 LT9°€9% - SO1 TSI
TLSTLITL TOT'LIE9 - - - - - - - T6T'LIE9
TET'9SL9T §98°€r8°01 $8€°91 - 9TL'sTT 8141 PSLELY'T 75079 - 6TSH98°L
TITI9SY § S96°s6Tly § 0 - $ - $ - $ - $ 00T 979t $  EPSL8OST $  965°€0T9T $
ST0T ,cm unp 920C ,cm unp puny %Q=ow< punyg punyq ueo| puny jueld punyg punyj %u«___w=< punyg puny [BI3UdD)

sapIIqery PaLYSY pajyeusisaq

e (0] pieog
2 uoIsudd

spunj yud.an))

(70T ‘0 duny 10§ s[ejo L, daneIRdWO)) YA
970 ‘0€ dunf papusy Jea X

uonIsod JoN Jo judwolel§ suruiquio))

9397100 UBSIYIIA UIISIMYLION

$32IN0SI1 JO SMO[JINO PALIJI(

SJOSSE [2JO L
S]OSSE JUOLINOUOU [B)O ],
Jou ‘sjosse [ende)
Jasse g4dO PN
SJUSUISIAUT WIS}-SU0T
spaaoold puoq juadsun
‘SIUOUISOAUT WLID) JIOYS PAIOLIISIY
spaadoid puoq juadsun
‘sJuo[eAINDA YSED PUE YSED PAOLISAY
1$10SSE JUQLINOUON

S)OSSE JUOLIND 210 ],
spunj 120 woij (03) ong
s1osse 19110 pue sasuadxa predaid
SJUSUISIAUL ULIDI-)IOYS
JUSIIND ‘SI[qRATIONY
sjuoreAInbo yseo pue yse))

1S)9SSE JUALINY)

$)9SSY



9

8T0°L19°€9 § 188°L0€001$ - $  GIIV0ETIE) S - $  SOFPE9YL $ STITTI9  $  LSS'SSE9  §  960°19ISE §  60S6v8HI (1oyap) uontsod jou [eso L
(620°090°L) YTTETSEE - (€26°0€€°8€) - S89°L8H'S1 - LS8°SSE'9 960°191°5€ 605 61871 (110yap) pajornsau)
6€0°T68°S 608°970°L - 608°970°L - - - - - - 10888 g0 10N - 2[qepuadxy
€00°0SS STIT19 - - - - STI‘TI9 - - - s100fo1d ende) - ajqepuadxg
1pIARINSY
ST0°SETYY €TLIPI'6S - - - €TLOY16S - - - - sjosse [eyndeo ur JusUnSaAUI JON
uonisod JON
19€°LET'ET 786°€80°61 - 786°€80°61 - - - - - - $IDUANOSII JO SMO[UI PALII(
12THIL9L 9TT'EEL6L LL6'STI'T S86°1€€°LT - SE6'9E OF 866°768°C 019°€EL LLEY 7rELOT9 SOUITIqEI] [e10],
LYL'6L9%9 YLSS6LL9 878119 S86°1€€°LT - S86%76°9¢ 0+9°686°1 786VCE - PE1'919 SODI[IQEI] JUSLINOUOU [BIO],
0T€E°ST0°E SP19€°¢ 878119 - - - 0t9°586°1 786 %€ - SLE6EY sisodo(
918°LS8°LT PrL101°LE - - - $86%76°9¢€ - - - 6SL9LT uoniod JuaLmd Jo ou ‘suonesijqo u}-3uo]
119°96L°€€ S86°1€€°LT - S86°1€€°LT - - - - - - £piqer] uortsuad 1oN
SONI[IQRI] JUSLINOUON
PLY'VE0TT TS9°LE6TL 6C1pIS ] - - 0S6°115°¢ 85€°L06 879°80% LLEY 01T°165°S SOBI[IQRI] JUILIND [BIOL,
ST9°L6TE €0L EPP'E - - - €0LPS8’1 - - - 000°68S°1 a1 ‘suonesijqo wiel-3uo|
126'8€L°1 €85VLOT 0¢ - - - €E€TT8L 900951 - PIEIET] QNUJAJI PAUIEAU()
098°L91 6T6°TLI - - - SP9°L91 - - - ¥8T'S 91qeAed 1sa10)u1 panIddy
SEITILT 9€6'919°C S6'P8Y°1 - - - - - - 86 1E1°1 S)JoUaq pue s5eM PINIdoy
119410 pue SaNI[Iqel] PaNIddy
€€68IIY  § 105679 $  L¥I'6C $ - $ - $  T0968%'1 $  sTI'sTl $ TTYTST $  LLEY $  8T98ILT $ o[qeAed s)unodoy
‘SOUITIqEI JUdLIND
sapIIqery
ST0T ,cm unp 920C ,cm unp punyg AdUd vV punyg punyq ueo| puny juelq punyg puny %hﬂ_:x-;\ punyg puny [BI3Udn)
sapIIqery PAILYSIY pajeudisaq
4440 pieog
2 UoISud g

spun,f yud.un))

(70T ‘0 duny 10§ s[ejo L, daneIRdWO)) YA
970 ‘0€ dunf papusy Jea X

uonIsod JoN Jo judwolel§ suruiquio))

9397100 UBSIYIIA UIISIMYLION



$9

8T0°L19°€9 188°20€°001 - S (IIvoele)  §  S0KYE9L STIT19 S L8656 S 960°191°S€ 60S° 68T 3
660°L56'8Y 820°L19°€9 - (LLOPE0°0R) 065°855°L9 €00°0SS 8106578 Ovr6EEEl PSOPS6E
625659t 1 £68°069°9¢ - £€96'67L'8 SI8'SLOL (44Ul (191°€68°1) 959°128°1T SSS68
TIL'6S0Y ¥90°SLL'9T - - 909°0S1°C1 (L06'95L) OITLYLT) $89°0LETT H01°TrTy)
000°52h'C SOTOLE'T - - - SOTOLE'T - - -
000°52H'T SOTOLET - - - SOTOLE'T - - -
TILPEY'T 6S8°70F'ST - - 909°0S1°T1 (@ireero O1TLYLTD) $89°0LETT H01°THTY)
- - - - £E0'SSL'ST (@iriero OITLYLT) (00¥'892°S) (50€°T19°5)
- T8I'H0EHT - - (818°569°7) - - 000°000°LT -
(€65°%26) (LLY'9S0'T) - - OTT°L10°T) - - - (19€°6€)
(eve61) 99z°91) - - 992°91) - - - -
S60°9LE €8T°€IS - - - - - €8TEIS -
£65°707°T LET'099'T - - SLLYTL - - 208521 295°60t°1
L18°665°01 68L'S16'6 - £96°6TL'8 (88L°7L0°S) 620'818 50758 (620°6tS) 6SS°LETS
9Th'861°9€ 180°59TFE - (201°€90) 756919 118°%6t°1 LILESL - 159199°1€
SLO'LO9'S €91°€0CY - - 756919 11861 LOLYSL - 1€9°9€€°1
£€96°068'71 001°618°S1 - - - - - - 001°618°S1
88E°00LS 818THTHI - (z01°€92) - - - - 026°S08t1
(609°865°57) (T6T°6vE v - $90°€66'8 (TrL'169°S) (28L9L9) 88766 (620°6¥S) (260'7Ts'92)
8S8YL6T9 £00°0L6°€9 (1£6'8TS'10) (590°€66°8) 68C0€9°91 600° 1SEYI S10°01T'L 620°67S L69ISL'SS
PIETIEY Y6r'TE0Yy 9L5°Th) (€96'v61) T19'8PE PEY'LL 9¢ - 1SL'E0TY
S00°$8'S 7209579 - - 1716519 - - - 188967
LESTS'S STILY'S (8£0°068°L) F11°T16) 88L°TT6'L - 986 1€t - £0T6Y6'S
LYE'8ST'S €IV ELT'6 (r1T°$82) (6£9°T62) 9T8'61¢ 156'SST £L6'70€ 66€79¢ LIT'S0L'S
$96°504°01 6257666 (006°ST6°01) (L89'€s11) 8TEYl 8LLTITTL 000°966'€ 9vh'8 POF06L'S
1€6'€8L°9 SIESTIL - (0zE129'1) - 920°55€ s $69°8C PPETSER
8EL'9LET 8€9°6LY'T (9€L'€pe) (s€0'rEE) $10°18T £00°LTT 090°9L1°T 002 TEI'ELl
TT0°EES'8I L98'8¥1°61 (L0s"1¥0'0) (LOEYST'Y) 085°789°1 LI9TETT 68€ 06T°6v1 S08°LLT'TT
6YTILE9E 11°029'6€ (1L6'8T5'120) - LYS'8€6°01 LTTYLIEL £0€°60€°L - S09°LTT'6T
6£0°5€6 Yersi6 - - €TEH0T 8TE SEIT - 789°S0L,
P16°L91°9 98°116'9 (s€1°0£€) - - - 000'79T'L - 0008
- - (bTTreL'on) - FTTYELOT - - - -
90L'8TS 80L'LOS - - - 8L6'69 - - 0€L°LE
008'986'C LTy - - - LIy - - -
L£0°LT6'E 9LT'95T'E - - - 9L0°LYT'E - - 002'6
LOT'S68'S 0TLTYL'S - - - 0TLTYL'S - - -
99°S€6°S 1 LYS'SP0°81 @o'voron) § - s - s - S 89ty s - S 166997'8T  $
§20T ‘0¢ dung 9207 ‘0¢ dung suopeuywIy puny sanipqery puny jueg pung papLysay  puny Areixny puny puny [e1audD

gddO ¥ uolsudg

pajeudisoq pieog

spuny jua.Lin)

9T0T ‘0€ dunf papuy Ied X

(ST0T ‘0 duny 10§ s[ej0 L, dAneIRAWOD) YIIA)

8K Jo pud ‘(yroyyap) uonisod 10N
1834 Jo Sutuuidaq ‘(yoyap) uonisod PN
uopisod 3ou ur d3uey)

(sosuadxa) sonuoaar Suneradouou 10y10 [10],

SONUAADI JUAWMOPUD pue [eyided (210
sy pue syuesd jende)

SONUAADI JUSWMOPUD pue [e1ides
210J2q (sasuadxa) sanuaaal Suneradouou 1ay1o [e10]
ut (Jno) s1dysuel],
syosse [eyrdeo jo [esodsp uo (ssof) uren
193p paje[ai-eyded uo asuadxa 1sa1a)u]
1500 UONEZIIOWE PUE dOUBNSSI PUOg
DY WOy AWoouT JSAINU]
AWOOU} JUIUNSIAU]
(sasuadxa) sanudaal Supesddouou YO

sarpisqns [eydeouou pue (ssof) dwoour Funerdo

sotpisqns [endesuou (210
J1un juduodwod woyy poddng
saxey Apadoig
suoneudoldde ayeyg
sa1pisqns [eydesuoN

sso[) awoour Sunerodo

sasuadxa Funerado [e10],
ABojouyod) uoneuLIOjuU]
uonezrowe pue uorerdaidoq
jueld Jo souruduIRW pue uonelddQ
UONBSIUIIPE [EUONNINSU]
SODIAIDS JUAPNIS
j10ddns orwapeoy
Q01AI3S I[N
uondnnsuy

sasuadxa Sunesado

sanuaaal Sunelado [e1o],
$90M0S 1YIO
SOTNANOE AIBI[IXNE JO SOOTAIOS PUE SA[BS
sanipiogy jued 10§ papuadxyg
$10B1U0D pue ‘syueld ‘syis ajeALg
SuUONNQLIUOd puk S)URIS L)
SUONNQLIUOD PUE SIUEIS [EIP3]
SJuRID) [[2d [BIOPa]
$09) PUE UOIN) JUOPMS

$INudAI SunerddQ

uonIsod 1N Ul saguey)) pue ‘sasuadxy ‘SoNuUIAIY JO JUAWILIS FUIUIqUIO))

939[]0D UBSIYIIIA UIISIMUIION





