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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
John D. and Catherine T. MacArthur Foundation

Report on the Financial Statements

We have audited the accompanying financial statements of John D. and Catherine T. MacArthur
Foundation (the Foundation), which comprise the statements of financial position as of December 31,
2013 and 2012, and the related statements of activities and cash flows for the years then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Foundation’s preparation and fair presentation of the financial statements 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, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of John D. and Catherine T. MacArthur Foundation as of December 31, 2013 and 2012,
and the changes in its net assets and cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

éuws ,Z/ow,om u/ﬁ

Crowe Horwath LLP

Chicago, lllinois
June 11, 2014



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation

Assets

Cash and cash equivalents
Investments

Program-related investments
Assets held for charitable use
Other assets

Total assets

Liabilities and net assets
Grants payable
Other liabilities

Excise and income taxes

Total liabilities

Unrestricted net assets

Total liabilities and net assets

December 31, 2013 and 2012

Statements of Financial Position

2013

2012

(000's omitted)

$ 4,148
6,137,903
138,326
28,230
14,700

$ 6,323,307

$ 281,349
51,067
15,536

347,952
5,975,355
$ 6,323,307

$ 2,771
5,797,521
141,664
29,920
15,563

$ 5,987,439

$ 272,886
46,981
20,855

340,722
5,646,717
$ 5,987,439

The accompanying notes are an integral part of the financial statements.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation

Statements of Activities
For the years ended December 31, 2013 and 2012

2013 2012
(000's omitted)

Investment income

Interest, dividends and other income $ 25,190 $ 38,118
Realized gain on investments 404,995 416,920
Total investment income 430,185 455,038

Investment expenses

Administrative 11,779 11,613
Excise and income tax 10,424 10,435
Total investment expenses 22,203 22,048
Unrealized gain on investments 184,523 96,559
Net investment income 592,505 529,549

Operating expenses

Grants authorized 218,602 236,557
Administrative 41,521 37,202
Post-retirement benefits 3,744 2,625
Total operating expenses 263,867 276,384
Change in unrestricted net assets 328,638 253,165
Unrestricted net assets, beginning of year 5,646,717 5,393,552
Unrestricted net assets, end of year $ 5,975,355 $ 5,646,717

The accompanying notes are an integral part of the financial statements.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation

Statements of Cash Flows
For the years ended December 31, 2013 and 2012

2013 2012
(000's omitted)

Cash flows from operating activities

Change in unrestricted net assets $ 328,638 $ 253,165

Adjustments to reconcile change in unrestricted net
assets to net cash used in operating activities

Depreciation 2,186 2,981
Realized gain on investments (404,995) (416,920)
Unrealized gain on investments (184,523) (96,559)
Decrease in non-investment assets 3,705 8,786
Increase in grants payable 8,463 29,043
Increase in other liabilities 4,086 4617
Decrease in excise and income taxes (5,319) (2,463)
Net cash used in operating activities (247,758) (217,350)

Cash flows from investment activities

Proceeds from sale of investments 2,657,654 1,620,706
Purchase of investments (2,408,519) (1,406,783)
Net cash provided by investment activities 249,135 213,923
Net increase (decrease) in cash and cash equivalents 1,377 (3,427)
Cash and cash equivalents at beginning of year 2,771 6,198
Cash and cash equivalents at end of year $ 4,148 $ 2,771

The accompanying notes are an integral part of the financial statements.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

1. Organization

The John D. and Catherine T. MacArthur Foundation is a private, independent grantmaking
foundation that supports creative people and effective institutions through four program areas:
U.S. Programs; International Programs; Media, Culture and Special Initiatives; and the
MacArthur Fellows Program. MacArthur is one of the nation’s largest independent foundations.
Through its grantmaking, the Foundation works to defend human rights, advance global
conservation and security, make cities better places, and understand how technology is
affecting children and society. Through the support it provides, the Foundation fosters the
development of knowledge, nurtures individual creativity, strengthens institutions, helps improve
public policy, and provides information to the public, primarily through support for public interest
media.

2. Summary of Significant Accounting Policies

The Foundation prepares its financial statements on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America. The
Foundation’s significant accounting policies are as follows:

Cash and Cash Equivalents

Cash and cash equivalents held by the Foundation for use in its operations include temporary
investments with original maturities of three months or less. Cash and cash equivalents used
by the Foundation in managing its investments are reported in investments.

Investments

Investments are reported at fair value. Fair value is based on quoted market prices when
available or quoted market prices of comparable instruments when prices are not available. For
alternative investments in limited partnerships and other similar instruments, the fair value is
based on valuations provided by external investment managers, including net asset values as of
the most recent audited or interim financial statements. The net asset values provided by
external managers are based on the underlying securities and investment holdings, which may
be valued at quoted market prices, based on comparable instruments, at appraised value, or by
discounted cash flows. The external managers’ valuations are reviewed by Foundation
management. The Foundation believes the carrying amount of these financial instruments is a
reasonable estimate of fair value. Because some alternative investments are not readily
marketable, their estimated value is subject to uncertainty.

Investment administrative expenses are included in investment expenses. In addition,
investment management fees reported at $16.1 million and $17.7 million in 2013 and 2012,
respectively, are netted against investment income.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012
Program-related Investments

In accordance with Section 4944 of the Internal Revenue Code, the Foundation is permitted to
make investments that are related to its philanthropic programs. These investments are in the
form of loans and equities and are anticipated to have a less than market return. In the year of
the investment, the Foundation receives a credit toward its distribution requirement. Return of
principal of program-related investments increases the Foundation’s distribution requirement in
the year of receipt. These investments are generally recorded at cost net of appropriate
reserves for collectability.

Outstanding program-related investments totaled $175.4 million and $189.7 million as of
December 31, 2013 and 2012, respectively. Reserves are based on a review of borrowers’
credit risks, including consideration of the financial strength of borrowers, the nature of the
investments, payment history, and current economic conditions. The Foundation has reserved
$37.1 million and $48.0 million as of December 31, 2013 and 2012, respectively. Investments
written off as bad debt totaled $5.7 million in 2013 and $2.9 million in 2012. There were no
loans more than 30 days past due as of December 31, 2013. Loans more than 30 days past
due totaled $3.1 million as of December 31, 2012. The Foundation had open program-related
investment commitments of $15.3 million and $18.5 million as of December 31, 2013 and 2012,
respectively.

Assets Held for Charitable Purposes

The Foundation holds certain assets, primarily real estate, for charitable purposes. The
Foundation receives a credit toward its distribution requirement equal to the fair value, as
determined by appraisal, of the assets at the time they are put into charitable use.

Grants

Grant awards are expensed when approved. Grants payable that are expected to be paid in
future years are recorded at the present value of expected future payments. The Foundation
discounted grants payable using an average rate of 1.27 percent and 0.5 percent as of
December 31, 2013 and 2012, respectively.

Federal Taxes

The Foundation has received a determination letter from the Internal Revenue Service
indicating that it qualifies as a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code and is not subject to federal income taxes except for income from its unrelated
business activities. Under Section 4940(a) of the Internal Revenue Code, a federal excise tax of
2 percent is imposed on the Foundation’s net investment income and realized capital gains.

Deferred tax expense results from certain income and expense items, primarily unrealized gains
or losses on investments, being accounted for in different time periods for financial statement
purposes than for federal excise and income tax purposes. Appropriate provisions are made in
the financial statements for deferred taxes in recognition of these timing differences.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012
Employee Retirement Plan

The Foundation sponsors a defined contribution retirement plan for its eligible employees. Plan
participants are fully vested after one year of service. The Foundation is current with its
contributions to the plan. Employer contributions to the plan totaled $2.8 million and $2.7 million
in 2013 and 2012, respectively.

Post-retirement Benefits

The Foundation provides health care and life insurance benefits to certain of its retired
employees and their eligible dependents. The Foundation has recorded a liability for post-
retirement benefit obligation of $41.2 million and $37.7 million as of December 31, 2013 and
2012, respectively.

Estimates

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

Reclassifications

Certain amounts in the prior year financial statements have been reclassified, with no effect on
net assets or change in net assets, to conform to the current year presentation.

Investments

The Foundation’s investment objective is to provide a return on its investments sufficient to fund
in perpetuity the grants, other qualifying distributions, and operating costs of the Foundation.
Investments are made in accordance with an asset allocation policy with the objective of
earning a 5 percent real return over time and preserving the portfolio corpus in real terms.
Assets in the investment portfolio may include marketable debt and equity securities traded on
public exchanges anywhere in the world; foreign currency investments; private debt and equity
securities and partnerships; venture capital partnerships; commodities, including oil and gas
assets; real estate; derivative instruments; and cash and cash equivalents. The investment
portfolio is diversified to minimize the concentration risk of any single security, class of
securities, or asset class.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

Investments at fair value as of December 31, 2013 and 2012, are as follows (000s omitted):

2013 2012

Public Investments

Equities $1,431,541 $1,148,100
Fixed income 581,495 663,588
Marketable alternatives 1,080,322 835,078
Real estate - 2,716
Cash and cash equivalents 315,995 322,732
Private Investments

Equities 1,018,283 1,000,843
Fixed income 530,270 465,589
Real estate 660,100 721,489
Energy and commodities 519,897 637,386
Total investments $6,137,903 $5,797,521

Public investments include cash and cash equivalents, marketable equity and fixed income
securities that are regularly traded on public exchanges, and public securities held by funds
structured either as corporations in which the Foundation owns stock or as partnerships in
which the Foundation is a limited partner. Private investments include equity and fixed income
investments that are not regularly traded and private securities held by corporations in which the
Foundation owns stock or held by partnerships in which the Foundation is a limited partner.

The Foundation’s exposure in limited partnership investments and certain corporate equity
investments, which totaled $4,637.6 million and $4,215.8 million as of December 31, 2013 and
2012, respectively, is limited to its partnership or equity investments in these entities.

In addition to the cash and cash equivalents held by the Foundation for investment, the
Foundation’s investment managers held cash totaling $278.1 million and $307.0 million as of
December 31, 2013 and 2012, respectively, in the course of implementing their investment
strategies. Cash held for investment by those managers totaled $35.1 million and $35.6 million
as of December 31, 2013 and 2012, respectively. Cash held at the direction of the Foundation
associated with derivative strategies totaled $209.1 million and $239.6 million as of December
31, 2013 and 2012, respectively. Cash held as required margin for outstanding securities
trades totaled $33.9 million and $31.8 million as of December 31, 2013 and 2012, respectively.

The Foundation had pending trade purchases of $3.5 million and $65.1 million as of December
31, 2013 and 2012, respectively. The Foundation had pending sales of $28.4 million and $26.6
million as of December 31, 2013 and 2012, respectively. These amounts are included in
investments.

Through a repurchase agreement program managed by a third-party investment manager, the
Foundation loans cash included in its investment portfolio overnight and the agreements mature
the following day. Borrowers were required to maintain collateral, held at a third party custodian,
equal to 102 percent of the loan, with collateral in the form of U.S. Treasury obligations. The
average cash loaned overnight was $172.0 million and $200.0 million for 2013 and 2012,
respectively. No loans were outstanding as of December 31, 2013 and 2012.



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012
Derivative Instruments

The Foundation’s investment strategy utilizes financial instruments that involve, to varying
degrees, elements of market risk, credit risk, currency risk, and counterparty risk. These
instruments are held in separately managed accounts, limited partnerships, and other fund
structures. Financial instruments include securities sold but not yet purchased and derivative
contracts including forward currency contracts, futures, options, and swaps. All of the
Foundation’s derivative positions are marked to fair value as a component of investment
income. The fair value of these instruments is included in investments.

In the opinion of the Foundation’s management, the use of financial derivative instruments in its
investment program is appropriate and customary for the investment strategies employed.
Using these instruments may reduce certain investment risks and add value to the portfolio.

The Foundation enters into forward currency contracts, futures, options, and swaps for tactical
investment and hedging purposes. Currency forward contracts and options may be used to
hedge non-U.S. dollar exposure in foreign investments or to take positions in managed currency
portfolios. Futures and swap contracts may be used to rebalance asset categories within the
portfolio or to manage market exposures in portfolios. Futures, options, and swaps may be used
to hedge or leverage positions within certain risk parameters.

The net notional and fair values of forward contracts, futures, options, and swaps as of
December 31, 2013 and 2012, are as follows (000s omitted):

2013 2012
Net Notional Net Notional
Value Fair Value Value Fair Value
Forward contracts $ (21,344) $ (126) $ 75,049 $ (493)
Futures 992,492 - 887,344 -
Options - - 16,669 648
Swaps 2,038,401 29,447 1,597,196 11,078
Total $ 3,009,549 $ 29,321 $2,576,258 $ 11,233

The Foundation is a seller of certain credit default swap contracts, which are included in the net
notional value and fair value of swaps. These contracts provide the Foundation exposure to, or
hedge against, a diversified portfolio of credit risks through a liquid, transparent, and
standardized basket of securities. The reference obligations under the Foundation’s credit
default swap contracts are composed of baskets of securities sharing similar characteristics.
The individual baskets to which the Foundation has exposure under separate contracts are
high-yield securities, emerging markets and investment grade debt. The number of individual,
underlying securities referenced in each of the contracts range from 14 to 125. The Foundation
is required to make payments that are proportionate to the overall notional exposure as credit
events occur for individual securities in the referenced baskets. The notional value of these
investments reflects the maximum amount of future payments (undiscounted) that the
Foundation could be required to make should each individual security in the referenced basket
experience a credit event.

10



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

The following table sets forth the notional value, fair value and maturity dates of credit default
swap contracts as of December 31, 2013 and 2012, respectively (000s omitted).

2013 2012
Emerging Investment Emerging
High-yield Markets Grade High-yield Markets
Net notional value $ 248,000 $ 65,000 $ 129,000 $ 104,000 $ 25,000
Fair value 21,738 7,520 2,678 3,340 3,414
Maturity date range through 2018 through 2018 through 2018 through 2017 through 2017

Fair Value

The fair value of investments is reported using a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
guoted prices in active markets for identical assets or liabilities (level 1 measurements) and the
lowest priority to unobservable inputs (level 3 measurements). The three levels of inputs within
the fair value hierarchy are described as follows.

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets.

Level 2 Inputs to the valuation methodology include quoted prices for similar assets and
liabilities in active markets, and inputs are observable for the asset or liability, either
directly or indirectly, for substantially the full term of the financial instrument. This
includes securities that are infrequently traded, derivatives, and mortgage backed
securities.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement. This includes securities that are not actively traded on an established
exchange, swaps, and partnership and direct investments.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. The Foundation has certain investments
categorized as level 3 where the inputs are not readily observable but the underlying assets are
public investments.

The following tables set forth by level, within the fair value hierarchy, investment assets at fair

value as of December 31, 2013 and 2012 (000s omitted). The unfunded commitments, which
are not included in investments, represent contractual obligations for future investments.

11



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

Investment Assets as of December 31, 2013

Investment Assets by Level

Unfunded

Level 1 Level 2 Level 3 Total Commitments
Public investments
Equities $ 328,515 $ 427,548 $ 675,478 $ 1,431,541 $ -
Fixed income 301,358 166,770 113,367 581,495 -
Marketable alternatives - 33,142 1,047,180 1,080,322 -
Real estate - - - - -
Cash and cash equivalents 315,995 - - 315,995 -
Private investments
Equities - - 1,018,283 1,018,283 249,814
Fixed income - 40,225 490,045 530,270 92,646
Real estate - 21 660,079 660,100 162,331
Energy and commodities 3,918 17,548 498,431 519,897 118,920
Total $ 949,786 $ 685,254 $4,502,863 $ 6,137,903 $ 623,711
Investment Assets as of December 31, 2012

Investment Assets by Level Unfunded

Level 1 Level 2 Level 3 Total Commitments
Public investments
Equities $ 327,892 $ 279,703 $ 540,505 $ 1,148,100 $ -
Fixed income 429,336 179,187 55,065 663,588 -
Marketable alternatives 395 8,125 826,558 835,078 -
Real estate 2,716 - - 2,716 -
Cash and cash equivalents 322,732 - - 322,732 -
Private investments
Equities - - 1,000,843 1,000,843 227,366
Fixed income - 58,232 407,357 465,589 97,228
Real estate - 16 721,473 721,489 154,616
Energy and commodities 53,564 59,029 524,793 637,386 116,018
Total $1,136,635 $ 584,292 $4,076,594 $ 5,797,521 $ 595,228

12
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John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

The following tables are a roll forward of those investment assets classified as Level 3 as of

December 31, 2013 and 2012 (000s omitted):

Roll Forward of Level 3 Investment Assets for the year ended December 31, 2013

Public Investments Private Investments
Marketable Real Energy and
Equities Fixed Income Alternatives Estate Equities Fixed Income Real Estate Commaodities Total
Beginning
Balance $ 540505 $ 55065 $ 826558 $ - $ 1000843 $ 407357 $ 721473 $ 524,793 4,076,594
1/1/2013
Transfers in
Contributions 95,645 116,041 205,000 - 56,205 95,788 36,804 35,693 641,176
Distributions (25,418) (70,013) (64,600) ; (186,722) (81,816) (128,401) (80,025) (636,995)
Income 5,335 1,509 57) - 11,279 2,758 14731 17,362 52,917
('T::S“)zed gain 12,340 (2.617) 6,512 ; 95,414 18,050 4,222 12,387 146,308
zgg’:;l'zed gain 47,071 13,382 73,767 ; 41,264 47,908 11,250 (11,779) 222,863
Transfers out
Endingbalance o 075178 ¢ 113367 $ 1047280 $ . $ 1018283 § 490045 $ 660,079 $ 498,431 4,502,863

12/31/2013

13



MacArthur Foundation

John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012

Roll Forward of Level 3 Investment Assets for the year ended December 31, 2012

Public Investments Private Investments
Marketable Energy and
Equities Fixed Income Alternatives  Real Estate Equities Fixed Income Real Estate Commodities Total
Beginning
Balance $ 461,021 $ 7,734  $ 643887 $ 2739 $ 1,055429 $ 414,861 $ 790,115 $ 533,076 $ 3,908,862
1/1/2012
Transfers in
Contributions 100,000 178,591 245,000 - 76,146 37,563 67,187 50,208 754,695
Distributions (121,589) (118,216) (88,385) (2,739) (207,273) (89,292) (173,891) (73,199) (874,584)
Income (loss) S o 819 S 8,651 4,377 40,790 12,483 67,120
:T::S")md gan (1,159) (2,283) 23,491 ; 115,642 26,628 37,798 24,941 225,058
h’:s’:)a“zed gamn 102,232 (10,761) 1,746 - (47,752) 13,220 (40,526) (22,716) (4,557)
Transfers out
Ending balance $ 540505 $ 55065 $ 826,558 $ - % 1,000,843 $ 407,357 $ 721473 $ 524,793  $ 4,076,594

12/31/2012

The following tables set forth investment assets by the amount of time, including notice period
and redemption period, in which the Foundation has the legal right to receive redemptions of its
investments as of December 31, 2013 and 2012 (000s omitted). For investment assets with a
redemption period greater than 365 days, the Foundation’s capital is expected to be liquidated
over a weighted average period of 3 years, ranging from 1 to 14 years, as of December 31,
2013, and over a weighted average period of 3.9 years, ranging from 1 to 10 years, as of
December 31, 2012. The Foundation has certain investments classified as level 3 where the
Foundation has the right to give notice and exit the investments if the investments have
sufficient liquidity available. These investments are categorized with a redemption period of 90
days or less.

14
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John D. and Catherine T. MacArthur Foundation

Notes to Financial Statements
December 31, 2013 and 2012

Investment Assets by Redemption Periods as of December 31, 2013

Public investments
Equities
Fixed income

Marketable alternatives

Real estate

Cash and cash equivalents

Private investments
Equities

Fixed income

Real estate

Energy and commodities

Total

Investment Assets by Redemption Periods as of December 31, 2012

Public investments
Equities

Fixed income
Marketable alternatives
Real estate

Cash and cash equivalents

Private investments
Equities

Fixed income

Real estate

Energy and commodities

Total

90 Days 91 to
or Less 365 Days >365 Days Total
$ 1,159,945 $ 245,648 $ 25,948 $ 1,431,541
520,260 21,326 39,909 581,495
596,783 201,510 282,029 1,080,322
315,995 - - 315,995
12,574 6,040 999,669 1,018,283
162 84,132 445,976 530,270
1,507 3,049 655,544 660,100
21,466 958 497,473 519,897
$ 2,628,692 $ 562,663 $ 2,946,548 $ 6,137,903
90 Days 91 to
or Less 365 Days >365 Days Total
$ 876,357 $ 178,479 $ 93,264 $ 1,148,100
613,703 49,885 - 663,588
434,037 125,974 275,067 835,078
2,716 - - 2,716
322,732 - - 322,732
12,122 7,735 980,986 1,000,843
1,002 112,654 351,933 465,589
5,288 4,022 712,179 721,489
108,856 3,493 525,037 637,386
$ 2,376,813 $ 482,242 $ 2,938,466 $ 5,797,521
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John D. and Catherine T. MacArthur Foundation
Notes to Financial Statements

December 31, 2013 and 2012
4. Excise and Income Taxes

Excise and income taxes provided for in the financial statements for the years ended December
31, 2013 and 2012, include the following components (000s omitted):

2013 2012
Federal excise taxes:
Current $ 10,039 $ 9,072
Deferred taxes included in unrealized appreciation (5,500) 1,971
Total federal excise taxes 4,539 11,043
Federal and state income taxes:
Current 385 1,363
Total excise and income taxes $ 4,924 $ 12,406

5. Commitments and Contingencies
Guarantees

The Foundation enters into guarantees to support its grant making programs. Total outstanding
guarantees were $24.0 million and $17.5 milion as of December 31, 2013 and 2012,
respectively. Guarantees approved but not yet closed totaled $1.5 million and $7.3 million as of
December 31, 2013 and 2012. The Foundation records a liability if it is more likely than not a
guarantee will be called and the expected amount to be called can be estimated. These
liabilities totaled $7.1 million and $3.5 million as of December 31, 2013 and 2012, respectively.

Line of Credit

The Foundation has a $250 million unsecured committed line of credit carrying an interest rate
of either LIBOR plus 45 basis points or Prime. The Foundation has no notes outstanding as of
December 31, 2013 and 2012.

Legal Actions

The Foundation is involved in several legal actions. The Foundation believes it has defenses for
these claims, believes the claims are substantially without merit and is vigorously defending the
actions. In the opinion of management, based on advice of legal counsel, the final disposition of
these matters is not expected to have a material effect on the Foundation’s financial statements.

6. Subsequent Events

Management has determined that no material events or transactions, which require adjustments
or additional disclosures in the Foundation’s financial statements, occurred subsequent to
December 31, 2013, and through June 11, 2014, the date the Foundation’s financial statements
were available to be issued.
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