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LIBRARY OF CONGRESS TRUST FUND BOARD
ANNUAL REPORT

FOR THE FISCAL YEAR ENDING
SEPTEMBER 30, 2002

INTRODUCTION

The Library of Congress Trust Fund Board, established in 1925, accepts gifts (other than gifts for
immediate disbursement) and oversees the investment of those gifts (trust funds) for the benefit
of the Library's collections and services. The Board establishes investment policy, and the
Library of Congress implements procedures to carry out that policy. The Board's investment
policy is market-based and necessarily varies depending upon the terms of the individual trust
funds and the restrictions on principal and earnings.

Annually, the Library of Congress reports on the financial position of the Trust Funds.
annual report for fiscal year 2002 is comprised of four sections:

This

Overview -Background information on the Trust Fund Board and discussion of the
financial information

1.

2. Financial Statements -Combined Financial Statements and accompanying notes

Supplemental Schedules -Financial information relating to each trust fund

3.

Other Supplemental Financial Information -Financial data in graphics4.

1.

OVERVIEW

The Library of Coni!ress 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 Trust Fund Board,
a quasi-corporation with perpetual succession. The Board has the usual powers of
trustees, including 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 service,
as may be approved by the Board and by the Joint Committee on the Library;"

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

~
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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

..

"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 Trust Fund
Board from five members to thirteen members. Public Law 106-481, approved November
9, 2000, further expanded the size of the Trust Fund Board from thirteen members to
fourteen members. In addition to four ex-officio individuals, Board membership consists
of two appointed by the President, four appointed by the House of Representatives, and
four appointed by the Senate. As of September 30, 2002, thirteen Board positions were
filled.

Ex-Officio MembersA.

The Honorable Vernon Ehlers, Representative from Michigan, Chairman, Joint
Committee on the Library

The Honorable Christopher Dodd, Senator from Connecticut, Vice Chairman,
Joint Committee on the Library

The Honorable Paul O'Neill, Secretary of the Treasury
Represented by: Mr. Donald V. Hammond, Fiscal Assistant Secretary, Department
of the Treasury

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

Presidential AvvointeesB,

Mr. Najeeb Halaby (term expires August 2005)
Mrs. Cecille Pulitzer (term expires March 2003)

Senate ADDointees

c.

Mr. John W. Kluge (term expires March 2003)
Mr. Tom Luce (term expires June 2006)
Mr. Bernard Rapoport (term expires March 2007)
Mr. Leo Hindery, Jr. (term expires June 2005)
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House of ReQresentatives AQQointees

D.

Mr. Edwin L. Cox (term expires March 2004)
Mr. Donald G. Jones (term expired October 2002; agreed to serve an additional
year which expires October 2003)
Mr. John Henry (term expires December 2003)
Mr. Wayne L Berman (term expired December 2001; agreed to serve an additional
year which expired December 2002)

At the Trust Fund Board meeting on September 24,2002, the following resolutions were

approved:

A resolution to tenninate the endowment portion of the Thanhouser Film
Preservation Trust Fund.

1.

A resolution to establish the Herb Block Trust Fund of more than $1,187,000 to
support an ongoing program of exhibits featuring original Herb Block cartoons.

2.

A resolution to establish the Abby and Emily Rapoport Trust Fund in the amount of
$500,000 to support the programs of the Library's Hebraic Section.

3.

Investment Policy

At the Board's February 1997 meeting, a resolution was approved to implement and use
a total return investment methodology as part of the Board's investment policy for growth
and income investments and to adopt an investment policy which provides operational
guidance to Trust Fund Board (TFB) members and Library of Congress staff involved in
the management and development of Library of Congress Trust Funds. The overall
objectives of the Trust Fund Board's investment policy are to support trust fund activities
by: (1) providing flexibility to have either a stable, growing stream of payouts (from
income and capital appreciation) for current and future expenditures or, irregular payouts
necessary for certain program requirements; (2) providing for the liquidity of investments
to make payouts; and (3) maintaining the "purchasing power" of endowment trust funds.
The Library encourages donors to include language in the gift instrument that authorizes
the Trust Fund Board to invest the gifts in accordance with the Board's investment policy.

1-3
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Discussion and Analysis of Financial Information

Statement of Financial Position

1.

During fiscal year 2002, the TFB's assets decreased from $116.7 million to $103.2
million. The decrease is attributed primarily to a $12.7 million unrealized loss on
non-Treasury investments offset by other normal realized gains. The overall
decline in the U. S. stock market is consistent with the decrease in TFB assets.
Treasury investments declined by $3.3 million, reflecting use of resources for
payment of expenses and liabilities.

As of September 30, 2002, there were 100 separate Library of Congress Trust
funds (including the G. M. Hubbard Fund) with combined total net assets of
$102.2 million, an increase of two funds. (There were 15 additional funds
maintained for reporting requirements because several funds have multiple specific
purposes.) The Trust Fund Board also received a 50 percent share ($191,296) of
the annual income of the Archer M. Huntington Fund (market value of $4.3
million) held and managed by the Bank of New York.

Statement of Activities

2.

The Trust Fund Board's revenues totaled $6.4 million for fiscal year 2002
including $3.9 million in new gifts, donations, bequests and grants and $2.5
million in investment income. The sharp decline in gifts income follows the $60
million John Kluge Center donation in fiscal 2001. Treasury interest income
declined by more than $1 million primarily as a result of declining interest rates
and, to a lesser degree, the above mentioned decline in Treasury investments.

After subtracting trust fund expenses of $6.7 million, the operating change was a
loss of $0.3 million for fiscal year 2002. An unrealized loss of $12.7 million was
recognized on stock mutual funds held during fiscal year 2002. Total expenses
decreased 14.2 percent, as compared to fiscal year 2001. Six funds -the James
Madison National Council, the John Kluge Center, the National Digital Library,
LOC 3RD Century, Gershwin, and Swann -accounted for $5.0 million or 74.8
percent of all expenses. The second National Book festival was held in fiscal 2003
(October 2002). Overall there was a decrease in trust fund expenses from fiscal
2001 when the first National Book festival was held in September 2001.
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Major contributions (including pledges) to the Trust Fund Board during fiscal year
2002 were:

James Madison National Council -$1,969,471

Lac 3RD Century Fund -$1,017,779

Ira & Leonore Gershwin -$256,769

Carr and Ann Maguire Chair Endowment -$203,553~

During fiscal year 2002, the TFB accepted two new trust funds: the Islamic
Studies Trust Fund and the Tokel and Sonneborn Endowment.

3.

Financial Information by Fund

Each trust fund is considered a separate entity and supplemental schedules in
Section 3 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 Statement of Financial Position by Fund, Schedule A, presents the net assets
by fund, where they are invested and the liabilities for each fund as of the end of
the fiscal year 2002. Schedule B presents the restricted and unrestricted status and
the amounts obligated and available at the end of fiscal year 2002. Schedule C is
a detailed listing of the funds invested in the pennanent loan with the U. S.
Treasury at September 30, 2002, and the increases and decreases in the balances
during the fiscal year 2002.

The Statement of Activities by Fund, Schedule D, presents the fiscal year 2002
excess revenues over expenses and transfers in detail for each fund. Schedule E
presents the revenues by category for each fund. Schedule F is the expenses for
each fund.
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2. FINANCIAL STATEMENTS

LIBRARY OF CONGRESS TRUST FUND BOARD
COMBINED STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2002 AND 2001

SEPTEMBER 30, 2002 SEPTE:MBER 30, 2001

ASSETS

928,189 194,582$CASH (Fund Balance with Treasury -Note 3)

INVESTMENTS (Note 4)

36,836,035
49,465,914
10,000,000

40,103,741
59,582,269
10,000,000

u.s. TREASURY
PRIVATE SECTOR MUTUAL FUNDS (AT MARKET)
PERMANENT LOAN TO U.S. TREASURY

RECEIVABLES

6.575.8555,811,174PLEDGES RECEIVABLE (Note 5)
ACCRUED INTEREST AND ACCOUNTS

RECEIVABLE (Note 6) 194.8051167.096

103.208.408 116.651 252$TOTAL ASSETS

LIABILITIES AND NET ASSETS

1.041.376 2 115.697$TOTAL LIABILITIES (Note 7)

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

TOTAL NET ASSETS

56,243,540
78,080,282

(19.788.267)

54,322,628
80,361,292

(32,516.888)

103,208,408 116,651.252$TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these statements.
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LIBRARY OF CONGRESS TRUST FUND BOARD
COMBINED STATEMENT OF ACTIVITIES

FISCAL YEARS ENDED SEPTEMBER 30. 2002. AND 2001

2002 2001

CHANGES IN NET ASSETS

REVENUE

Interest -U.S. Treasury Investments:

$ 1,115.020
499.020

1,000

1.615.040

$ 2,126,784
526,266

1.056

Treasury Investments
Permanent Loan
Permanent Loan -G. M. Hubbard Bequest

Sub-Total Treasury Interest 2,654,106

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

875,635
3,905,441

38,560

6,434,676

1,147,666
67,494,039

321.239

Total Revenue 71,617,050;

EXPENSES

980,453
127,761
636,563
160,248
814,180

1,494,820
1,955,264

578,766
1,183

1,250,736
183,205

32,137
422,185
784,908

2,327,880
2,679,922

184,253
290

6.749.238 7,865,516

Staff Support
Travel and Transportation
Supplies and Materials
Printing and Reproduction
Performances
Professional & Consulting Fees
Other Services
Grants

Postage

Total Expenses

Excess of Revenue over Expenses before Transfers (314,562) 63,751,534

Transfers In (Out):

Library of Congress Gift/Service Fee Funds (Note 9) 674,658 (24,645)

Total Transfers 674,658 (24.645\

360,096 63,726,889

(12,728.619)
(12.728.619)

114.535.555

_1Q~.1~?~

(22,436,209)
(22,436,209)

73,244,875

_lj~..'535.555$ $

Operating Changes in Net Assets

Non-Operating Changes
Unrealized Gain/(Loss) on Govemmentallnvestments (Note 4)

Total Non-Operating Changes

Net Assets Beginning of Fiscal Year

Total Net Assets of Fiscal Year

54,322,628
80,361,292

(32,516.888)

$Op

Allocation of Net Assets
Temporarily Restricted
Permanently Restricted
Unrealized Gain/{Loss) on Investments

$ $102.167,032

The accompanying notes are an integral part of these statements.
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LIBRARY OF CONGRESS TRUST FUND BOARD
NOTES TO THE COMBINED FINANCIAL STATEMENTS

FISCAL YEAR ENDED SEPTEMBER 30, 2002

Note 1. ReRortin2 Entitt

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
(Public Law (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 V.S.C. 154-163 ~.) 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."

Note 2. Summaa of Si~nificant Accountin~ Policies

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
years 2002 and 2001. 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.

A. Basis of Accounting

The TFB' s financial statements have been prepared on the accrual basis in accordance
with generally accepted accounting principles. Under the accrual method, revenues are
recognized when earned and expenses are recognized when a liability is incurred,
without regard to receipt or payment of cash.
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The Fund's financial statements have been prepared in accordance with the Statement
of Financial Accounting Standards (SF AS) number 116 and 117. These statements
provide for the form and content of financial statements fornot-for-profit organizations
and recognize net assets based on the existence of applicable restrictions limiting their
use.

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.

Three 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 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.

B. Capital Assets

The accompanying combined statement of financial position does not include capital
assets. Capital assets with a value of $25,000 or more ($10,000 or more for years prior
to fiscal year 1998) are available for the general use of the Library of Congress, and,
accordingly, such acquisitions are recorded at cost when purchased as transfers to the
Library of Congress general fund. Capital assets, including items for the collections
(Heritage Assets) and items purchased to comply with the terms of a specific trust fund,
with a value of less than $25,000 are expenses of the Trust Funds.

C. Income Tax

The Library of Congress is an instrumentality of the United States and, as such, is not
subject to income taxes.

Note 3. ~

Cash consists of a fund balance with the Department of Treasury in the amount of
$928,189 as of September 30, 2002.

Note 4. Investments (Net)

The Library of Congress Trust Fund Board determines the investment policy for the trust
funds. The overall objective of the Board's policy is to attain a market rate ofretum
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throughout varying budgetary and economic cycles, taking into account investment risk
constraints and liquidity needs. To achieve that objective, the Board's investment
strategy is to invest the Library's permanent endowment funds in equities, to the
maximum degree that is practical. The policy provides three options for investment of
trust funds:

.

a permanent loan with the U. S. Treasury

.

a pool of U.S. Treasury market-based securities

.

a private investment pool consisting offive mutual funds and one money market
fund. The mutual funds recommended by the Trust Fund Board's investment
committee and approved by the TFB are:

Vanguard Prime Money Market Prime Fund
Vanguard Institutional Index Fund
Vanguard Total Stock Market Index-Admiral Shares
Fidelity Fifty Fund
Fidelity Stock Selector
RS The Emerging Growth Fund

Under 2 U.S.C. 158, up to $10,000,000 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, 2002, $10,000,000 (including the G.M. Hubbard Fund) was
invested in the permanent loan to the U.S. Treasury at an interest rate of 4.375

percent.

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.

Mutual and money market 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.

During fiscal year 2002, an unrealized loss on mutual fund investments of $12. 7 million
resulted primarily from the overall decrease in the stock market.
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Unamortized
Premium

Unrealized
Discount

Market
Value

Investment
(Net)ENTITY ASSETS Face Value Cost

$36,670,000 $219,205 $53,170 $36,836,035 $ 37,638,773
A.
Intragovernmental
Investments

Non-Marketable,
Market-Based

B.Governmental
Securities

Private Sector
$81,982,802 $81,982,802 $ 49,465,914

Iotal_-Entiry $36.670.000 $81,982,@1 $2) 9,205 $53,170 $118.818.837 $ 87, I ~~

In addition to the private mutual funds, 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. Because the
Bank of New York controls these funds, assets with a fair value of $4,295,139 at
September 30, 2002, are not recorded as assets of the Library of Congress Trust Fund.
The trust fund's interest in this endowment is limited to 50 percent of the annual income.
For fiscal year 2002, the Library received $191 ,296 which was included in gifts received
by the Library.

Similarly, 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 Trust Fund Board 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 trustees. In addition to investing Mrs. Gershwin's initial endowment,
the trustees are responsible for augmenting it through licensing and other fees. The
trustee remitted $249,595 of funds to the Library upon request of the Music Division to
carry out the terms of the trust. The Library Charitable Trust (trustee administered) also
provided $7,174 of goods and services to the Library during fiscal year 2002. 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.
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Note 5. Pledges Receivable

At September 30, 2002, the Library had unconditional pledges of contributions totaling
$6,145,167. These pledges were discounted through fiscal year 2007 at a market
discount rate and included in the statement of financial position at their discounted value
of $5,811,174. The amounts due in future years, at September 30, at their current
discounted value are:

Future ValuePresent Value Discount

$ 33,634 $2,368,600$2.334.966FY 2003

35,849 1,076,5671,-Q1Q,718FY 2004

700,00040.390659,610FY 2005

600,00053.040546,960FY 2006

171,080 .400.0001,228,929FY 2007

$6,145,167$ 333.993$5.811.174Totals

Note 6. Accrued Interest and Accounts Receivable

The above assets were comprised of the following accounts:

$ 269

166.827
Accounts Receivable
Accrued Interest

$167.096Total

Note 7. Liabilities

Liabilities include accounts payable for payroll and other program services and expenses
that had been received and/or accrued, but remained unpaid at the end of the fiscal year,
and annual and compensatory leave accrued for employees paid from trust funds.

$ 1,010,371
31.005

Accounts Payable
Accrued Payroll, taxes and benefits

$ 1.041.376Total

2-7
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Note 8. Imguted Financing for Cost Subsidies

The Federal Accounting Standards Advisory Board (FASAB) issued Statement of
Federal Financial Accounting Standards Number 5 (SSF AS-5) --"Accounting for
Liabilities of the Federal Government." SSFAS-5 requires that employing agencies
recognize the full cost of pensions and other health and life insurance benefits during
their employees' active years of service. SSF AS-S requires that 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 of
SSFAS-S, an adjustment of $38,021 was recorded as an imputed financing source
(reported as a Miscellaneous Revenue) and a corresponding expense in the
accompanying financial statements. This adjustment did not change the net assets.

Note 9. Transfers In of LOC Gift/Service Fee Funds

During fiscal year 2002, the Islamic Studies Trust fund was approved by the Trust Fund
Board, and the balance of an existing gift ($652,546) was transferred to the new trust
fund and other minor transfers occurred to the National Digital Library Trust fund
($20,888) and to the H.R. Spivacke fund ($1,224).
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3. SUPPLEMENTAL SCHEDULES

, ,

Total on September 30, 2002 $10,000,000,00

I

Balance as of, 
9/30/2002

$ 100

Balance as of
9/30/2001

$ 0

FY 02 Increase

(Decrease)

$ 100

(115.000)

(60,000)1

(0)1
0

0

0

100,000
0

0

10,050

0

0

0

01

10,000

(0)
1,000

0

168,433

0

100

250,000

16,305

130,033

0

358,190
50

500

(0)1
1.630

0

0

1,964

10.000

(650,000)
0 I

0

0

(233,355)
0

0

0

0

0

~Q

115,000
60,000
2,3522.35:

800
321,337
100,000
600,000
50,000
15.050

120.751
53,487
52.967
52.967

137,100
561,787
106,000
750,000
168,433
208,099
93.971

450,000
250,000

21,440
143.761
260,239

1,462,892
38,973

577
881.503

2,268
290,500
80,000
2,389

11,000

800

321.337

600,000
50,000
5,000

120,751
53,487
52,967
52,967

127,100
561,787
105.000
750,000

208,099
93,871

450,000

5,1351
13.728

260.239
1,104,702

38,923
77

881,503
638

290,500
80,000

425
1.000

650,000
60,491
27,549

100,030
233,355

2.300
300

1,540,609
101,150
706.828!
150.0001

9.980.0001

60,491
27,549

100,030

2.300
300

1.540.609
101.150
706.828
150.000

9.980.000

Allen, Raye Virginia
l:Sendiner, Alfred and Elizabeth Memorial
Berla, J. E. & F. H.
Billington, James H.

(;amegie Corporation
Center for the Book Trust Fund
Coolidge Foundation
I.;ox, Edwin L. American Legacy Endowment
I Dadian, Arthur H.

'Guggenheim, Daniel
Harper-Inglis Mem/Presrvtn
Huntington -Purchase Hispanic Material
Huntington -Consultant Spanish/Portugese Literature
Huntington -Hispanic Society Room/Collection/Chair
Huntington -Chair Poetry English Language
Isenbergh Clarinet
James Madison National Council
Jurow, Mae and Irving
Just, Carolyn Royall
Kissinger Chair Endowment
Koussevitzky, Serge Music Foundation
r<royt, Boris and Sonya Memorial
Leadership Development
LOC 3RD Century Fund
Mann, RobertI 
Miller American History Trust
iMoldenhauer Archives Foundation
National Digital Library
National Library for the Blind
UWen, Blanton Endowment
Papamarkou, H. Chair Education
I-'arsons, Gerald S. and Corinne L.
Porter, Henry Kirke Memorial
Project Judaica Foundation
Reed, Henry Endowment AFC
Ristow, Walter Endowment
Rudolph, Paul Trust Fund
Schmid, Karl B. Memorial
Stem, Alfred Whital Memorial
Strickland, William R. and Anne A. Hull Memorial
~wann, Caroline and Erwin Memorial
Thanhouser Endowment
Vincent, Rose and Monroe
vVhitall -Maintenance of Collection of Stradivarius instruments
Whitall -Poetry Fund
Whitall -General Literature Fund
Whitall -Appreciation/Understanding of Good Literature Fund

Subtotal

G. M. Hubbard Speciallnvestmenl Account 20.0001 20,000

$ 10.000.000Total $ 10.000.000 $

3-8

C. Cash in the Permanent Loan Account to the U.S. Treasury

Total on October 1,2001 $10,000,000.00

Additions, Fiscal 2002 1,058,355.00

Transfers, Fiscal 2002 (1.058.355.00\
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