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LIBRARY OF CONGRESS TRUST FUND BOARD
ANNUAL REPORT
For the Fiscal Years Ending September 30, 2012 and 2011

OVERVIEW
Introduction

The Library of Congress Trust Fund Board (TFB) accepts gifts that are not for
immediate disbursement and oversees the investment for the benefit of the
Library's programs and services. The TFB establishes investment policy, and the
Library of Congress implements procedures to carry out that policy. The TFB’s
investment policy is market-based and necessarily varies depending upon the
terms of the individual trust funds and the donor restrictions on principal and
earnings.

The Library of Congress Trust Fund Board

The Library of Congress Trust Fund Board Act of March 3, 1925, as amended (2
U.S.C. §154-163), created the Library of Congress TFB as a quasi-corporation with
perpetual succession. The TFB has the usual powers of trustees, including the
authority to:

e '"..accept, receive, hold, and administer such gifts, bequests, or devises of
property for the benefit of, or in connection with the Library, its collections, or
its service, as may be approved by the Board and by the Joint Committee on
the Library";

e '..invest, reinvest, or retain investments" after being receipted for them by the
Secretary of the Treasury;

e deposit trust funds "...with the Treasurer of the United States as a permanent
loan to the United States Treasury, and the Treasurer shall thereafter credit
such deposit with interest at a rate which is the higher of the rate of 4 per cent
per annum or a rate which is 0.25 percentage points less than a rate
determined by the Secretary of the Treasury, taking into consideration the
current average market yield on outstanding long-term marketable
obligations of the United States"; and
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e "..adopt rules and regulations in regard to its procedure and the conduct of
its business."

Public Law 102-246, approved February 18, 1992, expanded the size of the TFB
from five members to thirteen members. Public Law 106-481, approved
November 9, 2000, further expanded the size of the TFB from thirteen members
to fourteen members. In addition to four ex-officio individuals, TFB membership
consists of two Presidential appointments, four House of Representatives
appointments, and four Senate appointments. As of September 30, 2012, twelve
TFB positions were filled.

Ex-Officio Members

The Honorable Charles E. Schumer, Senator from New York, Chairman,
Joint Committee on the Library

The Honorable Gregg Harper, Representative from Mississippi, Vice
Chairman, Joint Committee on the Library

The Honorable Timothy F. Geithner, Secretary of the Treasury
Represented by: Mr. Richard L. Gregg, Fiscal Assistant Secretary,

Department of the Treasury

The Honorable James H. Billington, Librarian of Congress and Chairman,
Library of Congress Trust Fund Board

Presidential Appointees

Ms. Joan W. Harris (term expires December 2016)

House of Representatives Appointees

Dr. Barbara Guggenheim (term expires December 2015)
The Honorable J. Richard Fredericks (term expires December 2015)
Mr. James Kimsey (term expires December 2015)

Senate Appointees

Ms. Kathleen Casey (term expires September 2016)
Mr. Thomas V. Girardi (term expires November 2014)
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Mr. Christopher G. Long (term expires September 2016)
Mrs. Elaine Wynn (term expires November 2014)

Investment Policy

By statute, the Trust Fund Board (TFB) determines the investment policy for
Library trust and gift funds. The TFB’s investment policy is developed by a four-
person Investment Committee (IC), who are members of and are appointed by
the Librarian. Two of the overall objectives of the Trust Fund Board’s Investment
Policy are to support Library programs, as specified in each trust fund’s
instrument of gift, by: 1) providing a stable, growing stream of payouts (from
income and capital appreciation) for current and future expenditures; and 2)
maintaining the “purchasing power” of endowment trust funds.

In order to achieve these objectives, the Librarian, on behalf of the TFB, is
authorized to invest program funds in one or more of three separate “investment
pools”:

e Permanent Loan Pool — The Librarian may loan up to $10 million (capped by
2 U.5.C.§158 at $10 million) to the U.S. Treasury and receive interest on the
loaned funds (at the average rate of the outstanding long-term marketable
obligations of the U.S., less 0.25 percentage points, but no less than a
minimum rate of 4 percent). This pool primarily consists of the corpus of
endowment trusts that require the semi-annual income from the trust for
immediate or short-term (within three to five years) program expenditures, or
are restricted to investment in the Permanent Loan by the instrument of gift.

e Short-term Income Pool — The Librarian may invest in special issue non-
marketable U.S. Treasury bills, notes, bonds, and overnight certificates of
deposit. This pool consists of balances needed to address the immediate and
short-term (within three years) program spending needs identified for each
individual trust fund.

e Growth and Income Pool — The Librarian may invest in private securities,
which have individual money managers approved by the IC within the asset
allocations defined by the TFB in the Investment Policy. This pool consists of
endowment (corpus) and other trust funds invested in securities for long-
term growth (funds that will not be needed to support Library programs
within three years).



The Library’s Chief Financial Officer (CFO) is responsible for administering TFB
policies and aiding program offices in formulating and executing their budgets
in accordance with guidelines outlined in the instrument of gift. Because the
overall trust fund portfolio constitutes a total of 105 individual trust funds, and
not one trust fund supporting 105 different programs, short-term spending needs
and corresponding (aggregate) amounts of funds held in the short-term income
pool may appear inordinately large.

The CFO works with the Investment Committee on strategies to reduce amounts
held in the short-term income pool in order to achieve the greatest amount of
growth possible by holding a larger percentage of trust funds in the Growth and
Income Pool. The CFO'’s office also works closely with program fund managers
in an effort to refine budget formulation and management procedures to ensure
that the minimum amount of short-term funding is made available without
putting potential program funding needs at risk, by holding funds in the growth
and income pool which is subject to market fluctuations.

Discussion and Analysis of Financial Information

The accompanying combined financial statements report the financial position of
the Library of Congress TFB and the results of its operations for fiscal 2012 and
fiscal 2011. The combined financial statements include the assets, liabilities, fund
balances, and financial operations of all funds governed by the TFB, each of
which is considered a separate accounting entity. Although the underlying
financial information presented in TFB statements is audited as part of the
Library of Congress annual financial audit, this TFB report as presented is not
audited.

Statement of Financial Position

During fiscal 2012, TFB assets increased from $122.8 million to $132.8 million.
The increase of $10.0 million is primarily due to $9.5 million unrealized gain on
investments.

As of September 30, 2012, there were 105 separate Library of Congress trust
funds (including the G. M. Hubbard endowment) with combined total net assets
(assets less liabilities) of $132.8 million. There were 14 additional funds
maintained separately to meet project requirements. The TFB also received a 50
percent share of the annual income of the Archer M. Huntington Fund (market
value of $4.5 million) held and managed by the Bank of New York. Beginning in
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2012, the Library’s share of this asset is recorded as a Beneficial Interest in a
Perpetual Trust on the Combined Statements of Financial Position.

Statement of Activities

TFB revenues totaled $5.6 million for fiscal 2012 including $2.6 million in gifts,
donations, bequests, grants and the beneficial interest in the Huntington
perpetual trust and $2.9 million in investment income. After subtracting trust

fund expenses of $7.7 million, the operating change was a loss of $2.1 million for
fiscal 2012.

Total expenses increased by $1.3 million or 20% as compared to fiscal 2011. Four
funds — the James Madison National Council, the National Digital Library, the
John W. Kluge Center, and the Ira Gershwin Fund accounted for $5.1 million or
66% of all expenses.

Major contributions (including pledges) to the TFB during fiscal 2012 were:

e James Madison National Council — $1.5 million
e Ira & Lenore Gershwin — $0.25 million

Financial Information by Fund

Each trust fund is considered a separate entity, and supplemental schedules in
Section Three present the financial position and results of operations for each
fund, as well as budgetary fund balance data for restricted, obligated, and
available funds. The following supplemental schedules are presented in this
report:

e The Net Assets — Statement of Financial Position by Fund schedule presents
the asset by fund, where they are invested and the liabilities for each fund as
of the end of fiscal 2012.

e The Net Assets by Fund and Funds Available schedule presents the
restricted and unrestricted status and the amounts obligated and available at
the end of fiscal 2012.

e The Statement of Activities by Fund — Excess Revenue over Expenses and

Transfers schedule presents the fiscal 2012 excess revenues over expenses
and transfers in detail for each fund.
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The Statement of Activities by Fund — Revenue schedule presents the
revenues by category for each fund.

The Statement of Activities by Fund — Expenses schedule presents the
expenses by category for each fund.



TR EEII AT TGN F KM s

==
e

"
o

EAR R

s and Notes |

ial Statement

|

i

Financ

AEEEFTANNERE

.E:El-:-lla

L - ..L. s e g

zol=EEEER EREE

oiEE EEEEER )

R
=

[=1]

[=E

=

e

TR N AR

Hhna




LIBRARY OF CONGRESS TRUST FUND BOARD
COMBINED STATEMENTS OF FINANCIAL POSITION (Unaudited)
SEPTEMBER 30, 2012 AND 2011

ASSETS
CASH (Fund Balance with Treasury - Note 2)
INVESTMENTS (Note 3)
U.S. TREASURY
PRIVATE SECTOR MUTUAL FUNDS (AT MARKET)
PERMANENT LOAN TO U.S. TREASURY
RECEIVABLES
PLEDGES (Note 4)
PROPERTY AND EQUIPMENT , NET

BENEFICIAL INTEREST IN PERPETUAL TRUST (Note 5)

TOTAL ASSETS

LIABILITIES AND NET ASSETS

ACCOUNTS PAYABLE
ACCRUED PAYROLL, TAXES & BENEFITS
TOTAL LIABILITIES

NET ASSETS
TEMPORARILY RESTRICTED
PERMANENTLY RESTRICTED
UNREALIZED GAIN (LOSS) ON INVESTMENTS
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

SEPTEMBER 30, 2012

SEPTEMBER 30, 2011

$ 290,154 $ 475,671
25,749,623 25,700,114
90,440,862 80,582,526
10,000,000 10,000,000
3,172,741 4,765,276
866,859 1,320,156
2,272,737
$ 132,792,976 $ 122,843,743
$ 199,974 $ 292,140
110,649 79,180
310,623 371,320
34,875,707 37,120,706
88,148,650 88,040,712
9,457,996 (2,688,995)
132,482,353 122,472,423
$ 132,792,976 $ 122,843,743

The accompanying notes are an integral part of these unaudited statements.
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LIBRARY OF CONGRESS TRUST FUND BOARD
COMBINED STATEMENTS OF ACTIVITIES (Unaudited)
FISCAL YEARS ENDED SEPTEMBER 30, 2012, AND 2011

CHANGES IN NET ASSETS
REVENUE

Interest - U.S. Treasury Investments:
Treasury Investments
Permanent Loan
Permanent Loan - G. M. Hubbard Bequest

Sub-Total Treasury Interest

Investment Income - Private Sector Investments
Gifts, Pledges, Bequests & Grants
Miscellaneous Revenues

Total Revenue
EXPENSES AND LOSSES

Staff Support

Travel and Transportation
Supplies and Materials
Printing and Reproduction
Performances

Professional & Consulting Fees
Other Services

Awards

Books & Library Materials
Disposition of Assets

Total Expenses
Excess of Revenue over Expenses before Transfers
Operating Changes in Net Assets
Non-Operating Changes
Unrealized Gain (Loss) on Government Investments
Total Non-Operating Changes
Net Assets Beginning of Fiscal Year
Total Net Assets End of Fiscal Year
Allocation of Net Assets
Temporarily Restricted

Permanently Restricted
Unrealized Gain (Loss) on Investments

2012 2011

14,396 21,138
399,039 399,129
800 800
414,235 421,067
2,489,711 2,954,543
2,638,846 3,429,782
57,542 59,792
5,600,334 6,865,184
1,466,328 1,221,856
76,402 199,716
41,388 22,413
127,718 83,764
1,250,798 1,103,173
939,848 776,728
1,308,648 1,675,172
1,614,858 996,640
463,413 185,376
447,994 169,073
7,737,395 6,433,911
(2,137,061) 431,273
(2,137,061) 431,273
12,146,991 (3,024,907)
12,146,991 (3,024,907)
122,472,423 125,066,057
132,482,353 122,472,423
34,875,707 37,120,706
88,148,650 88,040,712
9,457,996 (2,688,995)
$132,482,353 $122,472,423

The accompanying notes are an integral part of these unaudited statements.




LIBRARY OF CONGRESS TRUST FUND BOARD
NOTES TO THE COMBINED FINANCIAL STATEMENTS (Unaudited)
Fiscal Years Ended September 30, 2012 and 2011

Note 1. Reporting Entity and Summary of Significant Accounting Principles

A. Description of Fund

In 1909, the Library of Congress received its first bequest. Because the Library was not
empowered to accept gifts of money, the bequest was accepted by an Act of Congress
(37 Stat. 319-20) on August 20, 1912. This first bequest was from Mrs. Gertrude
Hubbard to benefit the Gardiner Greene Hubbard Collection.

In 1924, the Librarian of Congress requested authority to accept future gifts and
bequests of money. The following year, the Congress created the Library of Congress
Trust Fund Board (2 U.S5.C.§154-163 et seq.) as a quasi-corporation with perpetual
succession and all the usual powers of a trustee, including the power to "...invest, or
retain investments" and, specifically, the authority "...to accept, receive, hold, and
administer such gifts, bequests, or devises of property for the benefit of, or in
connection with, the Library, its collections, or its services, as may be approved by the
Board and by the Joint Committee on the Library."

B. Basis of Accounting and Presentation

The accompanying combined financial statements report the financial position of the
Library of Congress Trust Fund Board (TFB) and the results of its operations for fiscal
2012 and fiscal 2011. The statements were prepared from the Library of Congress
financial management system in accordance with the form and content for entity
financial statements specified by the Library's Financial Management Regulations and
Directives and the accounting policies summarized in this note. The combined financial
statements include the assets, liabilities, fund balances, and financial operations of all
funds governed by the TFB, each of which is considered a separate accounting entity.

The financial statements have been prepared on the accrual basis of accounting and

utilize the principles outlined in Federal Accounting Standards Board Accounting
Standards Codification (FASB ASC) 958-205, (formerly Statement of Financial
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Accounting Standards No. 117), which requires the TFB to report information regarding
its financial position and activities according to three classes of net assets: unrestricted
net assets, temporarily restricted net assets and permanently restricted net assets.
Although the underlying financial information presented in TFB statements is audited
as part of the Library of Congress annual financial audit, this TFB report as presented is
not audited.

C. Use of Estimates

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

D. Revenue Recognition

Contributions are reported in accordance with the provisions of FASB ASC 958-605
(formerly Statement of Financial Accounting Standards No. 116, “Accounting for
Contributions Received and Contributions Made”).

E. Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any
donor-imposed restriction. Contributions are recognized when the donor makes a
promise to give to the Organization that is unconditional in substance. Permanently
restricted net assets result from contributions and other inflows of assets whose use by
the organization is limited by donor-imposed stipulations that neither expire by
passage of time nor can be fulfilled or otherwise removed by actions of the
organization. Temporarily restricted net assets result from donor-imposed restrictions
that permit the fund to use or expend the assets after the restriction has been satisfied.

Four exceptions to the standards cited above are as follows: (1) the activity associated
with the particular type of net asset is not detailed in the Statement of Activities; (2) the
Unrealized Gain/Loss on Investment is reported as a component of equity instead of
being an element of income or loss; and (3) a Statement of Cash Flows is not presented;
and (4) Federal Accounting Standards Advisory Board (FASAB) Statement of Federal
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Financial Accounting Standards Number 5 (SFFAS No. 5) “Accounting for Liabilities of
the Federal Government” relating to imputing costs of other Federal agencies has been
included (see Note 6).

F. Pledges Receivable

Unconditional promises to give are recognized as revenues or gains in the period
pledged and as assets, decreases of liabilities or expenses depending on the form of the
benefits received. Conditional promises to give are recognized only when the
conditions on which they depend are substantially met and the promises become
unconditional.

TFB records pledge receivables that are expected to be collected within one year at net
realizable value. Pledge receivables that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on
those amounts are computed using risk-free interest rates applicable to the years in
which the promises are expected to be received.

G. Property, Plant and Equipment

The Library occasionally acquires property and equipment by direct gift to the Trust
Fund Board or by purchase from funds donated for a specific purpose or project.
Because property is generally not restricted for use to gift and trust activities,
capitalized property and equipment acquired through gifts are recognized as donated
revenue in the gift and TFB funds and transferred to the Library’s appropriated fund
once the costs are complete and the property is placed in service.

H. Income Tax

The TFB operates for the benefit of the Library of Congress which is an instrument of
the United States and, as such, is not subject to income tax.

I. Investment Policy

The TFB determines the investment policy for the Library's trust funds. The policy
provides three options for investment of the TFB funds:
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a permanent loan with the U.S. Treasury
a pool of U.S. Treasury market-based securities

a private investment pool consisting of the following stock, index and money
market funds. The funds recommended by the Library of Congress Trust Fund
Board's Investment Committee and approved by the Board during fiscal 2012 are:

e PIMCO Total Return Fund

e Diamond Hill Investments

e Dodge & Cox Income Fund

e Harbor Capital Appreciation Fund

e Institutional Capital Corporation (ICAP) Investments
e Artio International Equity Fund (sold in April)
e Thornburg International Value Fund

e Lazard Emerging Markets Fund

e Brandywine Global Opportunistic Fund

e Neuberger Berman Large Cap Growth Fund

e Frontier Capital Management Co.

e Vaughn Nelson Investment Management

and utilized during fiscal 2011:

e Frontier Capital Management Co.

e Legg Mason Global Opportunities Bond Fund
e Diamond Hill Large Cap Value

e Dodge & Cox Income Fund

e Dodge & Cox Stock Fund

e Managers Cadence Capital Appreciation Fund
e Harbor Capital Appreciation Fund

e Artio International Equity Fund

e Lazard Emerging Markets Fund

e Neuberger Berman Large Cap Disciplined Growth Fund
e PIMCO Total Return Fund

e Vaughn Nelson Small/Mid Cap Value
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Investments are reported at fair value. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. See note 3 for discussion of fair value
measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Net appreciation or depreciation in fair value of
investments includes TFB funds’ gains and losses on investments bought and sold as
well as held during the year. Investment income or loss is included in the change in
unrestricted net assets (deficit) unless their use is temporarily or permanently restricted
by donor stipulations or by law.

Investments in U.S. market-based securities are stated at cost net of any unamortized
premium or discount, which approximates market value at September 30, 2012. Stock
and money market mutual funds are stated at current market value. The permanent
loan is an interest bearing par value investment which equals the market value.

Note 2. Cash

Cash consists of a fund balance with the Department of the Treasury in the amount of
$290,154 as of September 30, 2012, and $475,671 as of September 30, 2011.

Note 3. Investments (Net)

Under 2 U.S.C.§158, up to $10M of the Library's trust funds may be invested with the
U.S. Treasury as a permanent loan at a floating rate of interest, adjusted monthly, but no
less than four percent per annum. The permanent loan is an interest-bearing
investment recorded at cost which is market value. At September 30, 2012, $10 million
(including the G.M. Hubbard Fund) was invested in the permanent loan to the U.S.
Treasury at an average interest rate of 4 percent.

Following is a description of the valuation methodologies used for assets measured at

tair value. There have been no changes in the methodologies used at September 30,
2012.
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A.U.S. Treasury

TFB funds are invested in Treasury Income pool for short-term investment. The pool
invests only in Treasury securities, including Treasury bills, notes and bonds, and one
day repurchase certificates. Treasury securities are intended to be held to maturity, are
valued at cost, and are adjusted for the amortization of discounts and premiums.
Interest is computed using the straight-line method, which approximates the effective
interest method.

Treasury bills are short-term securities with maturity range from one week to one year.
They are issued in initial increments of $10,000 and $5,000 thereafter. Treasury bills are
purchased at discount and sold at par.

Treasury notes are long-term securities with maturity range from two to ten years.
They are issued in increments of $1,000 or $5,000.

Treasury bonds are long-term securities with maturity range from ten to thirty years.
They are issued in increments of $1,000.

Treasury notes and bonds are purchased at discount or premium plus accrued interest.
These securities are often purchased at premium plus accrued interest. These securities
are paid semi-annual interest during the life of the security.

One day repurchase certificates mature the next business day and earn interest at the
daily Federal Reserve repurchase agreement rate. A minimum of $1,000,000 or more
are required.

B. Mutual Funds

Mutual funds are stated at current market value and are considered available for sale.
Unrealized gains and losses are recognized and recorded as a component of equity in
the statement of financial position.



Investments at September 30, 2012 and 2011 are as follows:

FY 2012

Intragovernmental Investments -

Other Investments -

Non-Marketable, Market-Based Private Sector Total
Face Value $25,752,958 $25,752,958
Cost $77,282,986 $77,282,986
Unamortized Premium
Unrealized Discount (3,335) (3,335)
Investments, Net $25,749,623 $77,282,986 $103,032,609
Market Value $25,833,465 $90,440,863 $116,274,328

FY 2011
Intragovernmental Investments - Other Investments -

Non-Marketable, Market-Based Private Sector Total
Face Value $25,700,596 $25,700,596
Cost 79,716,733 79,716,733
Unamortized Premium
Unrealized Discount (482) (482)
Investments, Net $25,700,114 $79,716,733 $105,416,847
Market Value $25,942,675 $80,582,525 $106,525,200

In addition to the private securities, the Archer M. Huntington Fund for the Hispanic
Room and the Chair of Poetry of the English Language is held and managed by the
Bank of New York. The Bank and the Librarian are co-trustees for this account.
Beginning in 2012, the Library records its 50% share of this asset as a Beneficial Interest
in a Perpetual Trust with a fair value of $2.3 million at September 30, 2012. The TFB
interest in this endowment is limited to 50% of the annual income. For fiscal 2012 and
fiscal 2011, the Library received $80,194 and $217,000, respectively, which was included
in gifts received by the Library.
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Note 4. Pledges Receivable

Contributions of unconditional promises to give (pledges) to the TFB are recognized as
temporarily restricted revenue in the period received. They are recorded at their
present value using a risk free rate of return. Any increase of the discount in
subsequent years is also recorded as contribution revenue.

At September 30, 2012 and 2011, pledges due in more than one year totaling $18.3
million and $20.7 million are reflected at the net present value of future cash flows.
These pledges were discounted using a discount rate between .18% and 6% for fiscal
2012 and a discount rate between 0.17% and 6% for fiscal 2011, included in the
statement of financial position at their discounted value of $3.2 million and $4.8 million,
respectively.

The amounts due in future years for outstanding pledges, at September 30, fiscal 2012
and fiscal 2011, at their current discounted value are:

Pledge Due FY 2012 FY 2011
FY 2012 7% $1,418,296
FY 2013 18% $365,047 27% $302,546
FY 2014 23% $268,105 A2% $257,766
FY 2015 31% $231,047 .67% $221,876
FY 2016 46% $152,441 96% $145,173
FY 2017-FY 2033 .62%-6.00% $2,156,101 1.22%-6.00% $2,419,619
Total $3,172,741 $4,765,276

Under the will of Mrs. Leonore Gershwin, the Library is a 37.5 percent beneficiary of the
income generated from a trust established by Mrs. Gershwin. The will established the
"Library Charitable Trust" which was accepted by the Library of Congress TFB in
January, 1992. The primary purpose of the trust is to perpetuate the name and works of
George and Ira Gershwin through all resources of the Library. The charitable trust does
not belong to the Library but is a separate entity administered by a trustee. In addition
to investing Mrs. Gershwin's initial endowment, the trustee is responsible for

2-10



augmenting it through licensing and other fees. The trustee disbursed $274,923 in fiscal
2012 and $370,954 in fiscal 2011 of funds on behalf of the Library to carry out the terms
of the trust. Additionally, $1.1 million was distributed to the Library for trust asset sale
proceeds in 2011. The balance or principal of the trust will be distributed to the Library
in 2033, fifty years after the date of death of Ira Gershwin. The present value of this trust
is included as a pledge receivable.

Note 5. Beneficial Interest in Perpetual Trust

The Archer M. Huntington charitable trust was established in 1936 and is controlled
and invested by the Bank of New York. The assets of the endowment are not a part of
the TFB and the board's only control over its investment activities is through the
Librarian of Congress' role as trustee. The trust is defined as a split-interest agreement
with a fair value of assets of $4.5M and $3.9M at September 30, 2012 and 2011,
respectively. The Library is entitled to one-half of the income from the trust for
perpetuity, which is used to support a rotating consultantship to bring "distinguished
men of letters . . ." to the Library. Currently, the income assists in the funding of a "poet
laureate" position, the acquisition of materials for the Library’s Hispanic collections, and
the promotion of activities of the Hispanic Division, particularly those that relate to
Spain, Portugal and Latin America.

In accordance with FASB ASC 958-605-30-14, in fiscal 2012, the Library recorded the fair
value of the beneficial interest in this perpetual trust. The fair value of a perpetual trust
held by a third party can generally be measured using the fair value of the assets
contributed to the trust, unless other facts and circumstances indicate the amount of the
beneficial interest is substantially different. The Library has the irrevocable right to
receive one-half of the income earned on these trust assets in perpetuity, but the Library
will never receive the assets held in trust.

Note 6. Overhead Costs Included in Program Costs and Imputed Financing Sources

Library overhead costs of $259,819 and $241,583 for fiscal 2012 and 2011, respectively,
were included in the expenses for the Trust Funds. These charges include $178,376 and
$160,098 for fiscal 2012 and 2011, respectively, from the Kluge fund, as authorized in the
instrument of gift and Library administrative charges of $81,443 and $81,485 for fiscal
2012 and 2011, respectively, from all other funds (pro rata) to reimburse the Library for
accounting and investment services.
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In addition, the TFB recognizes the full cost of pensions and other health and life
insurance benefits during their employees” active years of service. The Office of
Personnel Management, as administrator of the Civil Service and Federal Employees
Retirement Systems, the Federal Employees Health Benefits Program, and the Federal
Employees Group Life Insurance Program, provide the “cost factors” that adjust the
agency contribution rate to the full cost for the applicable benefit program. As a result,
an adjustment of $57,542 and $59,792 was recorded as an imputed financing source for
fiscal 2012 and fiscal 2011, respectively (reported as a Miscellaneous Revenue) and a
corresponding expense in the accompanying financial statements. This adjustment did
not change the net assets.

Note 7. Subsequent Events

Management evaluated subsequent events through February 15, 2013, the date the
financial statements were available to be issued. Events or transactions occurring after
September 30, 2012, but prior to February 15, 2013, that provided additional evidence
about conditions that existed at September 30, 2012, have been recognized in the
financial statements for the year ended September 30, 2012. Events or transactions that
provided evidence about conditions that did not exist at September 30, 2012, but arose
before the financial statements were available to be issued, have not been recognized in
the financial statements for the year ended September 30, 2012.

This information is an integral part of the accompanying unaudited financial
statements.
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