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Report of Independent Auditors

Board of Directors
The Gaylord and Dorothy Donnelley Foundation

Opinion

We have audited the financial statements of the The Gaylord and Dorothy Donnelley Foundation
(the Foundation), which comprise the statements of financial position as of December 31, 2024 and
2023, and the related statements of activities and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Foundation as of December 31, 2024 and 2023, and the changes in its net
assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Foundation and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

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
Foundation’s ability to continue as a going concern for one year after the date that the financial
statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
GAAS will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

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

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

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

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Foundation'’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

ﬁ/w st a5

Park Ridge, lllinois
October 27, 2025



The Gaylord and Dorothy Donnelley Foundation

Statements of Financial Position

As of December 31, 2024 and 2023

Assets

Cash and cash equivalents
Investments

Receivable for securities sold
Accounts receivable

Prepaid expenses

Other investments - land
ROU assets - operating leases
Property and equipment, net

Total assets

Liabilities and net assets

Liabilities:
Accounts payable and accrued expenses
Grants payable, net
Lease liabilities - operating leases
Deferred income taxes

Total liabilities

Net Assets:
Without donor restrictions
Total net assets

Total liabilities and net assets

2024 2023
$ 457,192 % 2,978,803
187,035,542 185,166,868
196,206 1,042,072
10,987 12,325
119,318 88,463
5,515,000 5,515,000
416,649 623,570
223,889 247,495
$ 193974783 $ 195,674,596
$ 458,914 $ 678,248
3,838,174 4,044,937
430,152 683,348
509,000 509,000
5,236,240 5,915,533
188,738,543 189,759,063
188,738,543 189,759,063
$ 193974783 $ 195674,596

See accompanying notes to the financial statements.
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The Gaylord and Dorothy Donnelley Foundation

Statements of Activities

Years ended December 31, 2024 and 2023

2024 2023

Revenue:

Interest and dividends $ 1,960,211 $ 1,711,843

Other income 2,184 3,220
Total revenue 1,962,395 1,715,063
Expenses:

Grants 7,144,971 7,009,526

Direct charitable activities 345,214 214,106

Salaries and benefits 2,064,716 1,847,058

Professional services 420,248 676,824

Supplies, services and other 477,986 529,977

Occupancy 257,797 295,907
Total expenses 10,710,932 10,573,398
Change in net assets before other items (8,748,537) (8,858,335)
Other items:
Change in fair value of investments 7,952,349 12,569,792
Provision for excise tax (224,332) (286,620)
Change in net assets (1,020,520) 3,424,837
Net assets without donor restrictions, beginning of year 189,759,063 186,334,226
Net assets without donor restrictions, end of year $ 188738543 $ 189,759,063

See accompanying notes to the financial statements.
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The Gaylord and Dorothy Donnelley Foundation

Statements of Cash Flows

Years ended December 31, 2024 and 2023

Cash flows from operating activities
Change in net assets $
Adjustments to reconcile change in net assets to net cash

from operating activities:

Depreciation
Noncash operating lease expense
Realized and unrealized gain on investments

Changes in operating assets and liabilities:
Receivable on securities sold
Accounts receivable
Prepaid expenses
Accounts payable and accrued expenses
Grants payable
Lease liabilities - operating leases

Net cash from operating activities

Cash flows from investing activities
Repayment of programmatic loan receivable
Purchases of investments
Proceeds from sales of investments
Purchases of property and equipment

Net cash from investing activities

Net change in cash and cash equivalents
Cash, beginning of year

Cash, end of year $

Supplemental disclosure of cash flow information
Excise and income tax payments $

2024 2023
(1,020,520) $ 3,424,837
98,415 101,015
206,921 206,877
(8,817,886) (13,243,021)
845,866 (351,109)
1,338 40,782
(30,855) (12,878)
(219,334) 372,567
(206,763) 39,065
(253,196) (227,160)
(9,396,014) (9,649,025)
- 3,200,000
(59,398,369) (42,584,678)
66,347,581 50,112,890
(74,809) (11,064)
6,874,403 10,717,148
(2,521,611) 1,068,123
2,978,803 1,910,680
457,192 % 2,978,803
224,362 $ 286,620

See accompanying notes to the financial statements.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements

Years ended December 31, 2024 and 2023

Note 1 - Nature of Activities and Significant Accounting Policies

Nature of Activities

The Gaylord and Dorothy Donnelley Foundation (the Foundation), is a private foundation organized
for charitable, scientific and educational purposes. Its primary source of revenue is earnings on
investments. The Foundation's mission is land conservation, artistic vitality and collections for the
communities of the Chicago, lllinois region and the Lowcountry of South Carolina. Specifically, the
Foundation makes grants to, invests in and convenes nonprofit organizations. It carries out direct
charitable activities and shares its knowledge of program and operating issues.

Basis of Presentation

The accompanying financial statements have been prepared in accordance with generally accepted
accounting principles in the United States of America (GAAP) promulgated by the Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC or the guidance).

Cash and Cash Equivalents

Money market funds and certificates of deposit with original maturities of three months or less are
considered to be cash equivalents. Cash and cash equivalents may, at times, exceed federally
insured limits. The Foundation has not experienced any losses in such accounts and management
believes that the Foundation is not exposed to any significant credit risk on cash.

Investments

The Foundation carries investments with readily determinable fair values at fair value. These
investments include U.S. equities, mutual funds, private equity, and equity trust investments.
Interest is recorded as earned and dividends are recorded on the ex-dividend date. Interest and
dividends are reported in the statements of activities. Dividends are reported less external
investment fees. Gains and losses (both unrealized and realized) on investments are reported in the
statements of activities. The majority of investments consist of ownership interests in private equity
and equity trust investments and are measured at fair value using the net asset value per share (or
its equivalent) as a practical expedient and have not been classified in the fair value hierarchy. There
are various investments with future lock-up periods and redemption notice periods, as well as
unfunded commitments that are described in Note 2.



The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 1 - Nature of Activities and Significant Accounting Policies (Continued)

Other Investments (Land)

Certain parcels of land were received in 2014 in exchange for the forgiveness of debt and were
recorded in the financial statements at fair value based on independent appraisals at the date
received and subsequently reviewed for impairment. The Foundation evaluates qualitative factors to
determine whether it is more likely than not the carrying value exceeds fair value in determining
whether a quantitative impairment analysis is necessary. Parcels of land are listed for sale from time
to time; however, management is uncertain as to the timing of any future sales. The basis of the
land is reduced for any land sales by the adjusted basis of the particular parcel, or portion thereof,
sold.

Grants

Payment of grants beyond initial installments is conditional on the satisfaction by the recipients of
agreed-upon requirements. Unpaid amounts are accrued and recognized as expense when the
conditions have been met. Future payments are recorded net of a present value discount. The
discount recorded on grants payable as of December 31, 2024 and 2023, respectively, totaled
$120,642 and $68,213. Grants authorized but unpaid as of December 31, 2024 are payable as
follows:

2024
2025 $ 3,217,966
2026 740,850
Total undiscounted grants payable 3,958,816
Less: present value adjustment (120,642)
Grants payable, net $ 3,838,174

Property and Equipment

Property and equipment are recorded at cost. Furniture and equipment are being depreciated on
the straight-line basis over the estimated useful lives of the assets. Leasehold improvements are
amortized ratably over the shorter of the lease term or the estimated useful lives of the assets.

Net Assets

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

Net assets without donor restrictions - Net assets available for use in general operations and not
subject to donor restrictions.




The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 1 - Nature of Activities and Significant Accounting Policies (Continued)

Net assets with donor restrictions - Net assets subject to donor-imposed restrictions. Some donor
imposed restrictions are temporary in nature, such as those that will be met by the passage of time
or other events specified by the donor. Other donor-imposed restrictions are perpetual in nature,
where the donor stipulates that resources be maintained in perpetuity. The Foundation reports
contributions restricted by donors as increases in net assets with donor restrictions if they are
received with donor stipulations that limit the use of the donated assets. When a donor restriction
expires, that is, when a stipulated time restriction ends, or purpose restriction is accomplished, or
both, net assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statements of activities as net assets released from restrictions.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions affecting the amounts reported in the financial statements and
accompanying notes. Actual results could differ from estimates.

Tax Status

The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code
(the Code) and applicable state law. However, the Foundation is subject to an excise tax on net
investment income. For 2024 and 2023, the federal excise tax rate applicable to the Foundation was
1.39%.

The accounting standard on accounting for uncertainty in income taxes addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should be
recorded in the financial statements. Under this guidance, the Foundation may recognize the tax
benefit from an uncertain tax position only if it is more likely than not that the tax position will be
sustained on examination by taxing authorities, based on the technical merits of the position.
Examples of tax positions include the tax exempt status of the Foundation and various positions
related to the potential sources of unrelated business taxable income. There were no unrecognized
tax benefits identified or recorded as liabilities for the reporting periods presented in these financial
statements. The Foundation files Forms 990-PF and 990-T in the U.S. federal jurisdiction and related
returns in the state of lllinois.

Deferred Taxes
Deferred income taxes are recognized for the future tax consequences of unrealized gains on
investments. Investment gains are not taxable until realized.



The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 1 - Nature of Activities and Significant Accounting Policies (Continued)

Functional Allocation of Expenses

The costs of program and supporting service activities have been summarized on a functional basis
in Note 9. Expenses that can be identified with a specific program or supporting activity function are
allocated directly according to their natural expenditure classification. Certain categories of
expenses are attributed to more than one program or supporting function, and therefore, require
allocation on a reasonable basis that is consistently applied. Personnel costs, occupancy and other
supplies and services are allocated on the basis of time and effort.

Leases

The Foundation determines if an arrangement is a lease or contains a lease at inception of a
contract and classifies each lease as an operating or finance lease. A contract is determined to be or
contain a lease if the contract conveys the right to control the use of identified property, plant, or
equipment (an identified asset) in exchange for consideration. The Foundation records a right-of-use
(ROU) asset for the right to use an underlying asset for the lease term and a lease liability, on a
discounted basis, for the obligation to make lease payments arising from the lease. The Foundation
has elected the risk free rate as the discount rate for all its underlying leased assets. The lease term
includes options to extend or to terminate the lease that the Foundation is reasonably certain to
exercise. The Foundation has elected for all classes of underlying assets the practical expedient not
to separate lease and nonlease components and account for them as a single lease component.
ROU assets are subject to review for impairment. No impairment was identified during the years
ended December 31, 2024 and 2023.

For operating leases, lease expense relating to fixed payments is recognized on a straight-line basis
over the lease term and lease expense relating to variable payments is expensed as incurred. The
Foundation has elected as an accounting policy not to record ROU assets and lease liabilities that
arise from short-term leases for any class of underlying asset.

Note 2 - Investments and Fair Value Measurements

Financial assets and liabilities are reported at fair value in the financial statements based on the
framework established in the fair value measurement and disclosure accounting guidance. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal, or most advantageous, market at the measurement date under market
conditions regardless of whether that price is directly observable or estimated using another
valuation technique. The framework is based on input in the valuation and requires that observable
inputs be used in the valuation when available. The disclosure of fair value estimates in the fair
value accounting guidance includes a hierarchy based on whether significant valuation inputs are
observable. In determining the level of the hierarchy, the highest priority is given to the unadjusted
quoted prices in active markets and the lowest priority to unobservable inputs that reflect our
significant assumptions. The three levels of the hierarchy are as follows:



The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 2 - Investments and Fair Value Measurements (Continued)

Level 1 - Observable inputs that reflect quoted prices in active markets for identical assets or
liabilities that the Foundation has the ability to access at the measurement date.

Level 2 - Inputs to the valuation methodology include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable for the assets or liabilities and market-
corroborated inputs, for substantially the entire period.

Level 3 - Inputs to valuation methodology are unobservable for the asset or liability, including inputs
that are available in situations where there is little, if any, market activity for the related asset, and
inputs are significant to the fair value measurement.

The following tables present the Foundation's investments measured at fair value within the fair
value hierarchy on a recurring basis as of December 31, 2024 and December 31, 2023:

December 31, 2024

Level 1 Level 2 Level 3 Total
Mutual funds $ 15,507,702 $ $ - $ 15,507,702
U.S. equities 63,320 - - 63,320
Private equity - 5,362,097 8,093,491 13,455,588
Total $ 15571022 $ 5362097 $ 8093491 29,026,610
Investment measured at NAV**
Private equity 146,643,461
Equity trust 11,365,471
Total $ 187,035,542
December 31, 2023
Level 1 Level 2 Level 3 Total
Mutual funds $ 14,260,092 $ $ - $ 14,260,092
U.S. equities 35,755 - - 35,755
Private equity - 13,191,663 2,613,945 15,805,608
Total $ 14295847 $ 13,191,663 $ 2,613,945 30,101,455
Investments measured at NAV**
Private equity 135,973,520
Equity trust 19,091,893

Total

** _ Certain investments that are measured at fair value using the net asset value per share (or its

$ 185,166,868

equivalent) as a practical expedient have not been categorized in the fair value hierarchy.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 2 - Investments and Fair Value Measurements (Continued)

The following is a description of the valuation methodologies used for instruments measured at fair
value applied on a consistent basis:

U.S. equities - The fair value of investments in U.S. equity securities is based on the closing price
reported in the active market in which the securities are traded.

Mutual funds - The fair value of investments in mutual funds is based on the closing price as
reported by the fund. Mutual funds that are open-ended mutual funds and are registered with the
Securities and Exchange Commission are required to publish their daily net asset value (NAV) and to
transact at that price. These mutual funds are deemed to be actively traded.

Private equity and equity trust investments - The fair value of investments in these categories is
based on the net asset value per share (or its equivalent) provided by the fund manager.

Changes in level 3 investments measured at fair value on a recurring basis as of December 31, 2024
is as follows:

Beginning $ 2,613,945
Transfer from level 2 5,679,989
Unrealized gain 158,260
Distributions (358,703)
Ending $_ 8093491

Changes in level 3 investments measured at fair value on a recurring basis as of December 31, 2023
is as follows:

Beginning $ 16,579,616
Transfer to level 2 (13,191,663)
Unrealized gain 125,890
Distributions (899,898)
Ending $ 2613945

Transfers between levels are reported in the period in which changes in significant inputs become
known. During the years ended December 31, 2024 and 2023, transfers from (to) level 2 to (from)
level 3 resulted from changes in liquidity inputs.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 2 - Investments and Fair Value Measurements (Continued)

Investments Measured Using the Net Asset Value per Share Practical Expedient
The following tables summarize investments measured at fair value based on the NAV per share
practical expedient as of December 31, 2024 and 2023:

Unfunded Redemption Frequency Redemption

2024 Fair Value Commitments (if currently eligible) Notice Period
Equity funds:

U.S. equity (a) $ 28,466,032 $ - See below See below

International equity (b) 30,043,117 - See below See below

Emerging markets (c) 8,893,373 - Monthly 10-60 days
Private equity (e) 31,358,245 9,007,125 See below See below
Real estate (f) 8,599 - Not allowed N/A
Venture capital (g) 22,052,193 9,857,846 Not allowed N/A
Public real assets (h) 6,484,907 - See below See below
Real assets/timber (i) 4,871,965 156,535 Not allowed N/A
Marketable diversifiers (j) 25,830,501 111,062 See below See below
Total $ 158,008932 $ 19,132,568

Unfunded Redemption Frequency Redemption

2023 Fair Value Commitments (if currently eligible) Notice Period
Equity funds:

U.S. equity (a) $ 24,642,765 $ - See below See below

International equity (b) 32,947,574 - See below See below

Emerging markets (c) 8,597,962 - Monthly 10-60 days
Fixed income funds (d) 7,186,061 - Monthly 7 days
Private equity (e) 33,173,903 5,326,506 See below See below
Real estate (f) 10,807 - Not allowed N/A
Venture capital (g) 20,337,733 7,422,593 Not allowed N/A
Public real assets (h) 4,434,574 - See below See below
Real assets/timber (i) 4,853,011 48,858 Not allowed N/A
Marketable diversifiers (j) 18,881,023 111,062 See below See below
Total $ 155,065,413 $ 12,909,019

Given the illiquid nature of private equity, these investments generally may not be sold at will and
therefore require a long-term outlook. Further, the valuations based on the net asset value of the
portion of the investment held by the Foundation is inherently subjective as they represent the best
estimate of fair value in the absence of a readily observable market for pricing private equity

investments.

(@) Represents funds with investments in a wide variety of equities with a U.S. concentration. For
approximately 78% of these investments, redemptions are allowed weekly with notice of 10
days; for the remaining 22%, redemptions are allowed quarterly with notice of 60 days.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 2 - Investments and Fair Value Measurements (Continued)

(b)

(e)

(h)

()

Represents funds with investments in a wide variety of international equities. For approximately
52% of these investments, redemptions are allowed weekly with notice of three to five days; for
the remaining 48%, redemptions are allowed monthly with notice of 10 days.

Represents funds with investments in a wide variety of equities concentrated in emerging
markets.

Represents a fund with investments in various corporate and government debt securities with
no geographic concentration.

Includes funds invested in private equity markets with no particular industry or geographic
concentration. For approximately 22% of the portfolio, redemptions are allowed monthly with
notice of five days; for the remaining investments, redemptions are not currently allowed, and
distributions, if any, are based on the sales of the underlying assets.

Represents investments with a concentration in real estate with domestic and international
concentration. Redemptions are not allowed; distributions, if any, are based on the sales of the
underlying assets.

Venture capital funds that invest in a broad range of business stages and sectors with a U.S.
concentration. Redemptions are not allowed.

Represents funds with investments in companies with a focus on environmental markets,
including renewable and alternative energy, pollution control and water infrastructure and
treatment, etc. For approximately 66% of these investments, redemptions are allowed monthly
with notice of 15 days; for the remaining 34%, redemptions are allowed daily without notice.

Represents investments with a concentration in real assets and timber with geographic
concentration. Redemptions are not allowed.

Represents hedge funds that employ multiple strategies across a variety of industries,
investment products and geographies. For approximately 79% of these investments,
redemptions are allowed quarterly with notice of 60 to 90 days, 39% of which is subject to a
three-year lockup period. For approximately 20% of these investments, redemptions are allowed
daily with notice of 1 day. Redemptions are not allowed for the remaining 1% of these
investments.

13



The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 2 - Investments and Fair Value Measurements (Continued)

The Foundation has unfunded commitments to make additional partnership investments of
$19,132,568 and $12,909,019 at December 31, 2024 and 2023, respectively. In addition to the
unfunded commitments, a portion of previously returned capital is subject to recall by the
partnerships; the Foundation has experienced such recalls in the past and, while the amount cannot
be readily quantified, management does not believe recalls would be significant to the financial
statements.

Note 3 - Other Investments (Land)

In 2014, the Foundation received three parcels comprising 64 acres of undeveloped land in Lake
County, lllinois from a related organization. The parcels were recorded in the financial statements at
a value totaling $8,925,000, based on the results of a 2014 appraisal. Based on the results of a
September 2019 property appraisal, the Foundation determined that the value of the land had
declined, and the land was written down to its newly appraised value of $6,215,000. In 2021, the
smallest of the three parcels (comprising 5.5 acres) was sold for $710,000, resulting in a gain of
$90,000. The Foundation intends to sell the remaining parcels of land but is uncertain as to timing.
Based on an appraisal of the remaining parcels, the Foundation determined that the value of the
land had declined as of December 31, 2021, and the land was written down to its newly appraised
value of $5,515,000. There were no additional indicators of impairment in 2024 or 2023.

Note 4 - Property and Equipment

Property and equipment at December 31, 2024 and 2023 consisted of the following:

2024 2023
Furniture $ 203,817 $ 202,975
Equipment 251,591 183,771
Leasehold improvements 537,874 535,701
993,282 922,447
Less accumulated depreciation and

amortization (769,393) (674,952)

$ 223889 $ 247,495

Depreciation and amortization expense was $98,415 and $119,754 for the years ended December
31, 2024 and 2023, respectively.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 5 - Employee Benefit Plan

The Foundation sponsors a Section 403(b) salary reduction retirement plan covering all eligible
employees. The Foundation makes employer contributions based on a set percentage of salary up
to the annual maximum. For the years ended December 31, 2024 and 2023, respectively, the
Foundation contributed approximately $181,000 and $149,000 to the plan.

Note 6 - Leases

The Foundation is obligated under a noncancelable operating lease for office facilities in Chicago,
lllinois through October 2025. The lease provides for monthly base rentals, plus a certain percentage
of the monthly operating expenses of the building. An operating lease for office facilities in
Charleston, South Carolina expires in October 2030. These leases include one or more options to
renew, generally at the Foundation's sole discretion. In addition, certain leases contain termination
options, where the rights to terminate are held by either the Foundation, the lessor or both parties.
These options to extend or terminate a lease are included in the lease terms when it is reasonably
certain that the Foundation will exercise that option. The Foundation's operating leases generally do
not contain any material restrictive covenants or residual value guarantees.

Operating lease cost is recognized on a straight-line basis over the lease term.

The Foundation's lease costs, terms and discount rates are as follows for the years ending
December 31:

2024 2023
Operating lease cost:

Lease cost $ 214,825 % 217,681
Total lease cost $ 214,825 $ 217,681
Other Information
Weighted-average remaining lease term

- operating leases 3.3 years 4.3 years
Weighted-average discount rate -

operating leases 1.40 % 1.40 %

15



The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 6 - Leases (Continued)

Future minimum lease payments and reconciliation to the statement of financial position as of
December 31, 2024 are as follows:

Operating
2025 $ 212,501
2026 49,460
2027 50,940
2028 52,472
2029 54,040
Thereafter 41,744
Total undiscounted future lease
payments 461,157

Less: present value adjustment (31,005)
Lease liability $ 430,152

Note 7 - Liquidity and Availability

The Foundation derives all of its income from its investments to meet the cash needs for use in its
programs and its annual operations. Program and management and general expenditures are
defined as activities occurring during the Foundation's calendar year.

The Foundation manages its cash available to meet program and general expenditures following
two guiding principles: (1) Operating within a prudent range of financial soundness and stability, and
(2) Maintaining adequate liquid assets.

The Foundation's Board of Directors meets semi-annually to review and approve grant requests.
Additionally, the Foundation incurs ongoing general and administrative expenses, approved by the
Board through the annual budget process. Due to this timing, the Foundation maintains financial
assets available to meet program and general expenditures at a level that represents 100% of
annual expenses calculated on a rolling 12-month basis. Cash needs are calculated quarterly and
are met by liquidating investments.
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 7 - Liquidity and Availability (Continued)

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

2024 2023
Financial assets at year end:
Cash and cash equivalents $ 457,192 % 2,978,803
Investments 187,035,542 185,166,868
Receivable for securities sold 196,206 1,042,072
Interest receivable 10,987 12,325
Less amounts not available to be used within
one year 70,400,000 62,400,000
Financial assets available to meet general
expenditures within one year $ 117299927 $ 126,800,068

Note 8 - Federal Excise and Income Taxes

The Foundation is exempt from federal income taxes under Section 501(c)(3) of the Code, but is
subject to a federal excise tax on net investment income (principally interest, dividends and any net
realized gains, less expenses incurred in the production of income), as defined in the Code. In 2024
and 2023, the Foundation's federal excise tax rate was 1.39% of net investment income. The excise
tax was $25,017 and $66,600 for 2024 and 2023, respectively. There were no cash payments for
federal excise taxes during 2024 or 2023 due to a previous overpayment. Any excess payments are
used against the following year's tax liability. Payments to various states for excise and similar taxes
are made as well.

The Foundation is also subject to unrelated business income taxes (UBIT) for various investment-
related activity. The Foundation made UBIT payments of $2,461 and $40,693 during 2024 and 2023,
respectively.

The deferred tax liability as reflected on the statements of financial position includes the tax effect
assuming a tax rate of 1.39% of the temporary difference between the carrying value of investments
for tax and financial reporting purposes, effectively based on projected gains that assume complete
liquidation of all investment assets.

The provision for excise and income taxes on the statements of activities are as follows:

2024 2023
Current $ 224332 $ 286,620
Total provision for excise and income taxes $ 224332 $ 286,620
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The Gaylord and Dorothy Donnelley Foundation

Notes to the Financial Statements (Continued)

Note 9 - Functional Expenses

The Foundation's expenses by natural and functional classification are as follows for the years

ended December 31, 2024 and 2023:

Grants

Direct charitable activities
Salaries and benefits
Professional services
Supplies, services and other
Occupancy

Total

Grants

Direct charitable activities
Salaries and benefits
Professional services
Supplies, services and other
Occupancy

Total

Note 10 - Subsequent Events

2024
General and
Program Administrative Total Expenses
7,144,971 $ - 3 7,144,971
345,214 - 345,214
986,576 1,078,140 2,064,716
15,256 404,992 420,248
70,578 407,408 477,986
153,874 103,923 257,797
8,716,469 $ 1,994,463 $ 10,710,932
2023
General and
Program Administrative Total Expenses
7,009,526 $ - 3 7,009,526
214,106 - 214,106
848,627 998,431 1,847,058
8,179 668,645 676,824
177,223 352,754 529,977
174,694 121,213 295,907
8,432,355 $ 2,141,043 $ 10,573,398

Subsequent events have been evaluated through October 27, 2025, which is the date the financial
statements were available to be issued. No events have occurred during this period that would
require recognition or disclosure in the financial statements, except as noted below.

On July 8, 2025, the Foundation entered into a new operating lease agreement for office space in
Chicago, Illinois. The lease has a term of 15 years and is expected to commence on January 1, 2026.
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