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LmRARY OF CONGRESS TRUST FUND BOARD

ANNUAL REPORT
FOR THE FISCAL YEAR ENDING

SEPTEMBER 30, 1995

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 has established investment policy,
and the Library of Congress has implemented procedures to carry out the policy, to invest the
trust funds to ensure that the wishes of the donors can be executed to the highest degree
possible. Investment policy has necessarily varied depending upon the terms of the individual
trust funds and the restrictions on principal and earnings. Also, over the years, the Board has
modified its investment policy as permitted to maximize the returns on the funds' principal.

During fiscal year 1995, the investments were primarily in the following categories:

Permanent Loan with the U.S. Treasury

Long and Short Term U.S. Treasury Securities

Private Sector Investments -managed by NationsBank Trust Company
and ASB Capital Management, Inc.

Annually, the Library of Congress reports on the financial position of the Trust Funds. This
annual report for fiscal year 1995 is comprised of four sections:

1. Overview -Background information on the Trust Fund Board and discussion of
the fmancial information

2. Financial Statements and accompanying notes

Combining Statements -Financial information related to each trust fund

3.

Supplemental Financial and Management Information -Reconciliations and
graphics of financial data.

4.

1.

OVERVIEW

The Library of Con~ress Trust Fund Board

The Library of Congress Trust Fund Board Act of March 3, 1925, as amended
(2 V.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:
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.. "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;

~ 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. In addition to three 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, 1995, twelve Board positions were filled. The membership included the
three ex-officio members and nine individuals --two appointed by the President, four
appointed by the Senate, and three by the House of Representatives.

A. Ex -Officio Members

Mark O. Hatfield, U.S. Senator from Oregon, Chairman, Joint Committee on
the Library

Robert E. Rubin, Secretary of the Treasury

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

B.

Presidential Allllointees

Patricia Duff (term expires August 2000)
Ceil Pulitzer (term expires March 1997)

c. Senate ARRointees

Adele Hall (term expires June 2000)
John W. Kluge (term expires February 1998)
Arthur Ortenberg (term expires February 1997)
Edwin L. Cox (term expires June 1996)
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D. House of ReQresentatives AQQointees

Thomas Foley (term expires January 1999)
Peter S. Lynch (term expires January 1998)
Laurence A. Tisch (term expires January 1997)

During fiscal year 1995, the Board met on May 2, 1995. It considered and decided
upon the following issues: (1) to form an investment subcommittee to be chaired by Mr.
Peter Lynch and include one or two other board members to be named by Dr. Billington
for the purpose of developing new investment strategies; (2) to accept a gift of $5,000
from the Sigmund Freud Archives in New York City to establish the Sigmund Freud
Fund; and (3) to support the introduction of legislation authorizing the issuance and sale
of two commemorative coins ($1 silver and $.50 silver clad) marking the bicentennial
of the Library of Congress in the year 2000.

Pursuant to a poll initiated on July 6, 1995, by the Chairman, the Board agreed to the
following: (1) acceptance of the collection of approximately 15,000 sound recordings of
composer-playwright Stephen Sondheim with the condition that the Board may sell any
items in the collection which duplicate or are surplus to its holdings and use the receipts
for the benefit of the Sondheim or similar collections in the Library; and, (2) acceptance
of a charitable remainder trust of the late Janeiro B. Schmid to establish the Karl B.
Schmid Memorial Fund to promote and advance the performance of music programs.
The Board directed the Chairman to invest the entire principal in the Permanent Loan
account in the U.S. Treasury, the income therefrom to be used as the trust provides.

See Subsequent Events (Note 10).

Investment Policy

From the inception of the Trust Fund Board until 1937, the Board invested in a variety
of corporate bonds and, to a lesser extent, common stocks. The Permanent Loan with
the Treasury, which was established by the Congress in 1912 specifically for the
Hubbard Fund, was an option for all gifts accepted by the Board. However, at first,
it was used only occasionally because it offered a lower return than other investments.
Beginning in 1937, the Board began moving the funds to the Permanent Loan because
its guaranteed rate of 4 percent had become more attractive and provided a predictable
amount of income to ensure the continuity of the programs the funds supported. In
1962, the Congress increased the deposit limit on the Permanent Loan to $10 million
dollars, and the Board's investment strategy was to place most new trust funds in the
Permanent Loan. In 1974, the Board authorized the investment of unexpended income
from the funds in short-term U.S. Treasury securities. In 1975, to increase the returns,
the Board authorized investment in a long-term Treasury Bond for funds not specifically
required to be in the Permanent Loan.

In 1976, the fixed statutory rate on the Permanent Loan was amended by an Act of
Congress (public Law 94-289) to a variable long-term rate set by the Secretary of
Treasury with a floor of 4 percent. Because the rate retained a guaranteed minimum
of 4 percent, a .25 percent reduction from the long-term Treasury rate was put into the
law.
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During the 1990's, trust funds have been invested in one of four ways:

..

The Permanent Loan to the U.S. Treasury

Long-term U.S. Treasury Bond, 8.5 percent, maturity date May 15, 1999
(Bond was called in May 1994.)

Short-term U.S. Treasury bills and notes

Stocks, bonds, and other instruments held in trust by ASB Capital
Management Inc., and NationsBank Trust Company, a subsidiary of
NationsBank.

In 1993, the Board, as recommended in an Investment Management Paper prepared by
the Library's Financial Services and dated October 1992, approved three changes to
improve the return on the trust fund investments:

the investment of obligated funds;

the creation of an investment pool to be maintained through the use of a
computer system; and

relaxation of the restrictions requiring the Madison, Development and
Gershwin funds to invest only in short-term Government securities.

In 1993, the Library implemented an investment management system (IMS) that
provided accounting for individual trust funds in a pooled environment permitting the
creation of a Treasury investment pool for better investment returns. The Board's
decision to permit the Treasury pool, the investing of obligated funds, and the investing
in longer-term securities substantially increased the returns on the funds.

The Permanent Loan continues to be an attractive investment because funds earn a long-
term interest rate whether or not the funds are invested on a long-term basis. Also,
because the Permanent Loan is a par value investment, there is no risk of loss to
principal if interest rates rise significantly. During fiscal 1995, investment in the
Permanent Loan was maintained at or near the ceiling.

In a meeting in December 1995, the Board approved major changes to the investment
policy including a change in the private sector money manager. (See Note 10,
Subsequent Events.)

Discussion and Analysis of Financial Information

Changes in Accounting Principles and Standards

1.

Following an audit of the Library of Congress' fiscal year 1995 consolidated
financial statements the Library implemented two changes in its accounting
standards which affect the trust fund statements:
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Recognition of gift pledges -Based on new statements by the Financial
Accounting Standards Board, Price Waterhouse LLP, the Library's auditors,
recommended that the Library recognize gifts to the Trust Fund Board which
have been pledged for a specific time but not received as of the date of fmancial
reporting. Pledges receivable in the amount of $8,992,315 are included in these
statements --$6,812,315 for fiscal 1995 and an adjustment of $2,180,000 for
prior years.

Recognition of unrealized revenues -Price Waterhouse LLP recommended that
unrealized gains on private sector investments be recognized annually.
Therefore, the private sector investments are presented at market value in the
Statement of Financial Position.

2. Financial Position

During 1995, the trust fund assets increased from $25.5 million to $45.2 million.
The large increase is attributed to several large gifts from corporate and
individual donors for the National Digital Library program. Also, some of the
gifts were in the form of pledges which will be received in the future but are
recognized in 1995 due to the change in the accounting policy described above.
Finally, an additional increase can be attributed to recognition of unrealized gains
on private sector investments of $560,345.

As of September 30, 1995, there were 84 separate Library of Congress Trust
funds (including the G. M. Hubbard Fund) with a combined total fund balance
of $43,687,990. Funds with a market value of $12,917,822 for ten trust funds
were held by NationsBank Trust Company (a subsidiary of NationsBank). The
trust fund also received a 50 percent share of the annual income of the Archer
M. Huntington Fund (market value of $3,801.700) held and managed by the
Bank of New York as well as 37.5 percent of the income from a trust established
by Leonore (Mrs. Ira) Gershwin.

At the direction of the Trust Fund Board or as specified by the donor, available
trust funds were invested in one of the following three ways during fisca11995:

u.s. Treasury Permanent Loan (limit of $10,000,000)...

U.S. Treasury short-term investments (used primarily for reinvestment of
trust fund income).

..

Private Sector investments held in trust by NationsBank Trust Company
and managed by ASB Capital Management, Inc.

..

3. Operations

Trust Fund revenues totalled $20,922,685 for fiscal 1995 including $11,850,751
in new gifts and bequests, $6,812,315 in current value of donation pledges, and
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$1,340,113 in investment income and other gains. After subtracting trust fund
expenses of $3,816,357, net transfers of $920,374, and entering a prior year
adjustment for donation pledges of $2,180,000 for years prior to fiscal 1995, the
combined trust fund balance grew by $18,365,956. New gifts and bequests,
increases in interest, plus the fiscal year-end adjustments to begin reporting
donation pledges, accounted for the major portion of the increase in the fund
balance this fiscal year.

Total expenses increased by 94 percent primarily due to National Digital Library
(NDL) activities. Staff support increased significantly for the NDL operations,
the Junior Fellows, Development, and the Leadership Development Fund.
Likewise, consulting and other service fees and acquisition of capital assets
showed large increases in these funds due to the increased activity in the major
programs. The Gershwin Fund activities accounted for a large portion of the
increase in performances and sound reproduction services and materials.

Major contributions to the Trust Fund during fiscal 1995 were

National Digital Library (NDL) Fund -$7,331,000~

Kellogg Foundation for NDL -$970,000..

James Madison National Council Fund -$1,051,430~

Jones Global Library Fund -$1,000,000~

Ira and Leonore Gershwin Fund -$500,000~

Development Fund -$500,000~

Junior Fellows Program -$255,850..

4. Combining Statements

Combining statements disaggregates data to allow for more detailed analysis.
The Summary of Income and Obligations for Trust Funds displays the overall
activity in the Trust Fund. Obligations totalling $5,114,653 for fiscal 1995,
which generally represent funds that have been committed for spending on the
various programs, include certain principal amounts invested in the Permanent
Loan or transferred to the private sector for investment.

Unobligated funds available for spending are displayed as $15,480,041. This
includes amounts invested in the Permanent Loan that are available for obligation
but does not include amounts invested in the private sector that are available.
Unobligated funds available in the private sector investments, which include
unrestricted principal and invested income, total $3,230,570. This increases the
amount available for expenditure to $18,710,611.

Since each trust fund is considered a separate accounting entity, information
showing the fiscal 1995 activity and composition of obligations has been included
as supplemental information in this annual report.
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2. FINANCIAL STATEMENTS

LIBRARY OF CONGRESS TRUST FUND BOARD
COMBINED STATEMENT OF FINANCIAL POSITION

FISCAL YEARS ENDED SEPTEMBER 30, 1995, AND 1994

September 30, 1995 September 30. 1994

ASSETS

=unds with U.S. Treasury (Note 2) $639,136 $514,497

Investments (Note 3):

U.s. Treasury -Short Term (Net)
Private Sector Securities (at Market)
Permanent Loan to U.S. Treasury

12,481,703

12,917,822

9,999,999

3,772,543
11 ,172,442

9,996,852

Receivables:

8,992,315Pledges Receivable (Note 4)
Accrued Bond Amortization, Interest, and
Accounts Receivable (Note 5) 183,352 19,570

$45.214.327 $25.475.904Total Assets

_lABILITIES 

AND FUND BALANCE

$965,992
560,345

43.687.990

$153,870Total Liabilities (Note 6)
Unrealized Gain on Investments (Note 7)
Fund Balance 25,322,034

Total Liabilities and Fund Balance $45,214.327 $25.475.904

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

FISCAL YEARS ENDED SEPTEMBER 30, 1995, AND 1994

1995 1994
REVENUE

Interest -U.S. Treasury Investments:

$696,973
706,013

1,429

$136,052
616,196

1,269
58,689

Short Term Treasury Investments
Permanent Loan
Permanent Loan -G. M. Hubbard Bequest
Long Term Treasury Bond

Total Interest $1,404,415 $812,206

Investment Income Transferred to the Library -
:Jrivately Held Investments (See Note 8-B) 276,000 288,979

Increase in the Cost Value of Private Investments
excluding transfers (Note 8-8) 575,893 236,498

Miscellaneous Revenues 3,311 2,430

Gifts, Bequests, and Grants (Note 9) 11,850,751 2,913,038

Increase in Pledges (Note 4) 6,812,315 0

Total Revenue $20,922,685 $4.253.151

EXPENSES

$1,532,591
196,781
33,074

187,308
372,631
719,232
734,718

40,000
22

$545,356
130,287

13,817
89,863

370,239
396,1671
350,3101

65,080
5.824

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

Postage

Total Expenses $3.616.357

$17.106,326

$1.966.943

$2.286.208Excess of Revenue over Expenses before Transfers

Transfers In (Out):

Acquisition of Capital Assets (Note 1-0) ($702,874 ($409,374)

From Library of Congress Gift Funds/Service Fees

(Note 9) (217.500) 122,066

($920.374) ($287,308)Total Transfers

21

$16.185.956 $1,998,900

23,323,13425.322,034

Rounding

Excess of Revenue over Expenses and TransfersI 

Fund Balance Beginning of Fiscal Year

Prior Year Adjustment for Donation Pledges (Note 4) 2.180,000

$25.322.034$43.687.990Fund Balance End of Fiscal Year

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

STATEME~NT OF CASH FLOWS
FISCAL YEARS ENDED SEPTEMBER 30, 1995, AND 1994

1995 1994

CASI-i FLOWS FROM OPERATING ACTIVITIES

Exce!.s of Revenues and Financing Sour4~es over Total
Expenses and Transfers $16,185,956 $1,998,900

Adjustments affecting Cash Flow:

Amortization of Long-term Bond 0 1,389

Loss on Call of Long-term Bond 0 11,109

Transfers to /(from) Gift/Service Fee Accounts (217,500' (122,066)

Change in Interest and Accounts Receivable (163,782) 25,889

Change in Liabilities 812,122 83,330

Net Cash Provided by Operating Activities $16.616.796 $1.998.551

CASH FLOWS FROM INVESTING ACTIVITIES

Par proceeds from Long-term Bond Call 0 1,340,000

Change in Short term investments (8,709,160) (3,772,543)

Change in Permanent Loan investment (3,147) (321,139)

Change in Donation Pledges (6,812,315) 0

(1,185,035) (3,120,726)Change in Private Sector investment

Net Cash Used by Investing Activities ($16.709.657) ($5.874,408)

CASI-i FLOWS FROM FINANCING ACTIVITIES

217,500 122,066TranSifers toj(from) Gift/Service Fee Accounts

Net Cash Providedj(Used) by Financing Activities 217,500 122,066

(3,753,791NET INCREASE (DECREASE) IN CASH 124,639

514,497 4!g68!288Fund Balances with the U.S. Treasury, Beginning

$S14.49rl$639.136Fund Balances with the U.S. Treasruy, Ending

The accompanying notes are an integral part of these statements.
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LIBRARY OF CONGRESS TRUST FUND BOARD
RECONCILIATION OF OBLIGATIONS TO

STATEMENT OF OPERATIONS EXPENSE ACCOUNT
FISCAL YEAR ENDED SEPTEMBER 30. 1995

Obligations, per summary (3-C)

Add:

$5,114,653

Transfers from Gift Funds, Permanent Loan $680,829

Net 'Change in Staff Support, Accrued
Annual Leave

Balance 9/30/95 $84.898

Le~;s: Balance 9/30/94 3,959 80,939

RolJnding 2 761,770

$5.876,423Subtotal

Deduc:t:

Balance of Unliquidated Payables

Net Change in Unliquidated Obligations

$149.303

Balance 9/30/95 $1,793,583

les.s: Balance 9/30/94 587.060 1,206,523

1,366Outstanding Deferred Vouchers

Transfer of Capital Assets 702,874 2,060,066

Expenses per Statement of Operations $3.816.357

The acc:ompanying notes are an integral part of these statements.
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LmRARY OF CONGRESS TRUST FUND BOARD
NOTES TO FINANCIAL STATEMENTS

FISCAL YEAR ENDED SEPTEMBER 30, 1995

Note 1. Si!!nificant Accountin~ Policies

A.

Reporting Entity

The Library of Congress is a legislative agency. In 1909, the first Library of Congress
bequest of money was received from Mrs. Gertrude Hubbard to benefit the Gardiner
Greene Hubbard Collection. 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.

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.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."

B.

Basis of Presentation

The accompanying combined financial statements report the financial position of the
Library of Congress Trust Fund Board and the results of its operations for the fiscal
years 1995 and 1994. 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 Library of Congress Trust Fund Board, each of which is
considered a separate accounting entity.

For purposes of financial reporting, the Library of Congress Trust Fund Board conforms
with the accounting principles and standards adopted by the Library of Congress, a
legislative agency, as set forth in the Library of Congress Regulation 1510, Financial
Management. This regulation states that the Library conforms with the executive branch
reporting requirements in a manner consistent with a legislative agency.

c. Basis of Accounting

The General Accounting Office (GAO), Office of Management and Budget (OMB), and
Department of the Treasury established the Federal Accounting Standards Advisory
Board (F ASAB) for the purpose of considering and recommending accounting principles,
standards, and requirements to GAO, Treasury, and OMB. The three principals of
FASAB, the Comptroller General, the Secretary of the Treasury, and the Director of
OMB, will decide upon new principles, standards, and requirements after considering
FASAB's recommendations. The resulting standards are concurrently issued by GAO
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and OMB. Pending issuance of a sufficiently comprehensive set of accounting
standards, and in accordance with interim guidance agreed to by the three principals,
the accompanying financial statements have been prepared in accordance with the.
following hierarchy of accounting principles and standards:

Individual standards agreed to and published by the Joint Financial Management
Improvement Program (JFMIP) Principals, GAO, OMB, and the Department of
the Treasury;

Form and content requirements included in OMB Bulletin 94-01, dated
November 16, 1993, and subsequent issuances;

Library of Congress Regulations and Financial Services Directives; and

Accounting principles published by authoritative standard-setting bodies and other
authoritative sources (1) in the absence of other guidance in the first three parts
of this hierarchy, and (2) if the use of such accounting standards improve the
meaningfulness of the financial statements.

The combined financial statements are presented on the accrual basis of accounting in
accordance with accounting principles prescribed by the Library's Financial Services
Regulation 1510. Under this basis of accounting, revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred. The amount of accounts
payable shown is based upon an estimate.

D. Capital Assets

The accompanying combined statement of fmancial position does not include capital
assets because such assets are available for the general use of the Library of Congress.
Accordingly, acquisitions of capital assets are shown when purchased as transfers to the
Library of Congress general fund. Such transfers of furniture, equipment, and
collections purchased are recorded at cost.

E. Income Tax

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

Note 2. Funds with U.S. Treasua

The Library's policy is to invest cash in income producing investments. This amount
represents unexpended balances on the Library's accounts with the U.S. Treasury.
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Note 3. Investments (Net)

Unamortized
Premium

Unrealized
Discount

Marka
VaiuL

Investment
(Net)ENTITY ASSETS

A. Intragovemmental Securities,
Non-Marketable, Market-Based

Cost

$12.543.873 $ 29,597

I 

$( 91,667) .I $ 12,481,703 $12.590.295

B. Governmental Securities,
Private Sector $12,357,476

~1~476

$12,917,822

A.

U. 

S. Treasury

Investments in U. S. Treasury short-term securities are stated net of any unamortized
premium or discount.

B.

Private Investments

Investments with the private sector are held by NationsBank Trust Company and
managed by ASB Capital Management, Inc. (both are wholly owned subsidiaries of
NationsBank) as directed by the Trust Fund Board. The Library typically reinvests all
the income generated from the Swann Fund account at ASB Capital (NationsBank Trust
Company). The Swann Fund's program expenses are generally satisfied from the
income produced from the investment ($540,842) in the Permanent Loan. The Goldman
and Junior Fellows Funds seek maximum current income, therefore, they are completely
invested in bonds and money market securities. The Junior Fellows fund allows for
invasion of principal. The Combined Fund was established in May 1994 for investment
of the principal of 23 trust funds. The principal was returned through the calling of the
Long-Term Bond. The Scala trust, which is invested in the Combined Fund, allows for
invasion of principal.

In addition to the private trust funds held by NationsBank Trust Company, 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. Since the Bank of New York controls these funds,
securities valued at $3,801,700 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 1995, the Library received $57,195 which was included in
gifts received by the Library.

Similarly, the Library is a 37.5 percent beneficiary of the income generated from a trust
established by Leonore S. Gershwin. The will of Mrs. Leonore Gershwin established
the "Library Charitable Trust" which was accepted by the Library of Congress Trust
Fund Board in January 1992. 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 remits funds to the Library monthly or in installments to carry
out the terms of the trust. In fisca11995, the Library received $500,000. 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. As of September 30, 1995, the charitable trust income
account had a balance of $1,038,643 which was available for activities following the
development of project requests by the Library.
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Securities with the private sector (ASB Capital Management, Inc.) are stated at market
value which includes an unrealized gain of $560,345 (see Note 7). The Library of
Congress amortizes premiums and discounts using the straight line method, which
approximates the effective interest rate method. Purchases and sales of investments are
recorded on the date orders for security transactions are executed (i.e., the trade date).
Dividend income is recorded on the ex-dividend date.

c. Permanent Loan to U. S. Treasury

An act of Congress, approved March 3, 1925, and subsequently amended, permits up
to $10,000,000 of the trust funds to be invested with the United States Treasury as a
perpetual loan, at a floating rate of interest, adjusted monthly, but no less than four
percent per annum.

As of September 30, 1995, $9,999,999 (including G. M. Hubbard) was invested in the
permanent loan to the U. S. Treasury at an interest rate of 7.1 % .
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Note 4. Pled!!es Receivable

Based on the recommendation of the Library of Congress auditors, Price Waterhouse
LLP, the trust fund accounts were adjusted at fiscal year-end 1995 to account for the
present value of donation pledges. Pledges with a present value of $8.992 million were
entered as pledges receivable:

Fiscal 1995 $6,812,315
Prior years 2,180,000

The major portion, $8.6 million, was pledged to support the Nation~ Digital Library
program.

Note 5. Accrued Bond Amortization. Interest. and Accounts Receivable

The above assets were comprised of the following accounts:

Accounts Receivable
Accrued Interest
Travel Advances

$ 17,945
152,912
12.495

Total $183.352

Note 6. Liabilities

Liabilities include a deferred credit for Swann Foundation donations. As of September
30, 1995, these donations had been accepted by the Trust Fund Board but were pending
acceptance by the Joint Committee on the Library (see Note 3-B). Other liabilities are
accounts payable including costs 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 leave accrued for employees paid from trust funds:

$438,600
442,494
84.898

Deferred Credits (Swann Foundation)
Accounts Payable
Accrued Employee Annual Leave

Total $965.99~

Note 7. Unrealized Gain on Investments

On recommendation of the Library's auditors, Price Waterhouse LLP, the trust funds
invested with the private sector are presented at market value. The unrealized gain
represents the difference between the cost and market value of the investments.
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Note 8. Increase in Cost Value of Private Investments

A.

*Includes income earned on temporarily a,=cepted donation that is due U.S. Treasury in the amount of $5,528.

The cost value of these investments increase due to donations, the receipt of interest
income, dividend income, and capital gains; it decreases as a result of capital losses and
transfers to the Library of Congress. The net gain to the Library from private
investments is outlined below. This does not include the amount of $57,195 received
from the Bank of New York for the Huntington fund and the $500,000 received from
the trustees of the Leonore Gershwin Estate.

--~-~ ~ -~ ---~-~ ~--~

Trust Fund Name Income Transferrec Increase in Net Gain

to Ubrary Cost Value

B.

UbrarvU.S. Treasury

$0

13,000

10,500

9,500

88,000

30,000

0

0

55,000

70,000

Combined Fund

Coolidge Foundation

Joanna J. Goldman Mem

Junior Fellows

Carolyn R. Just

Leonora J. McKim

Louchheim Foundation

Kindler Foundation

Harold & Rose Spivacke

Caroline & Erwin SWann

$94,791

43,454

20,897

31,612

176,656

202,177

10,428

18,802

91,916

161,160

$851,893

$5,528

0

0

0

0

0

0

0

0

0

$5,528

$100,319

30,454

10,397

22,112

88,656

172,177

10,428

18,802

36,916

91,160

$581,421Total Investments

Net increase in cost value is $575,893 ($581,421 -$5,528)
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......................................................~

Note 10. SubseQuent Events

A.

Investments

The Trust Fund Board met on December 4, 1995, and adopted a number of resolutions
that fundamentally change the Library's investment policy:

1. Restructure the short-term Treasury investment pool by extending the maximum
maturity of the short-term Treasury investments from two to five years.

2. Terminate the Library's management agreements with NationsBank and ASB
Capital Management.

3. Create a new non-Treasury Growth-Income Pool which consists of I four stock

mutual funds and one money market fund.

The purpose of the new policy is to increase long-term investment return by! increasing
the investments in stocks and removing funds from the current non- Treasury investment
manager who had an average to below average return-on-investment record. In May
1996, The Library completed the liquidation of the accounts with NationsBank and ASB
Capital Management and, in August 1996, opened new accounts with the three mutual
stock funds and one money market fund.

The new policy provides three options for investment of the trust funds:

.The permanent loan with the U.S. Treasury

.The short-term Treasury pool

.The private investment pool consisting of four stock funds and Qne money
market fund. The funds recommended by the Investment Com~ittee and
approved by the Board are:

.Vanguard Money Market Prime Fund

.CGM Mutual Fund

.Mutual Beacon Fund

.Fidelity Fifty

.Fidelity Stock Selector

2-13



.......................................................B.

Other Business

The Board ratified two poll votes taken since the last meeting:

1. Acceptance of the Stephen Sondheim collection of approximately 15,000 sound
recordings with the condition that the Board may sell any items in the collection
which duplicate or are surplus to its holdings and use the receipts for the benefit
of the Sondheim or similar collection in the Library.

2. Acceptance of the charitable remainder trust of the late Janeiro B. Schmid to
establish the Karl B. Schmid Memorial Fund. r~

c. New Board Members

In March 1996, the Speaker of the House of Representatives appointed Mrs. Marguerite
S. Roll, Paradise Valley, Arizona. to a 3-year term on the Trust Fund board. Shortly
thereafter, Mrs. Roll died. Her seat on the Board is now vacant. ..

In May 1996, Senator Dole appointed Ms. Julie Finley, Washington D.C. jto replace
Mr. Edwin Cox whose term was due to expire on June 30, 1996. Ms. Finley's term
expires in the year 2001.
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.......................................................

3. COMBINING STATEMENTS

3.A. Summary of Income and Obligations for Trust Funds
Including G. M. Hubbard

* This figure includes amounts classified as obligations such as principal amounts invested in
the U.S. treasury or transfers to the private sector. As a result, this figure 'overstates
obligations.

** This amount represents the balance of unobligated funds available for the purpose of the

applicable funds or for investment. This figure is understated because the Library's policy on
the private sector accounts is to reinvest income earned in the private sector and to withdraw
the income earned only when required for spending. Thus, there is a significant amount of
accumulated income that is available for obligation but is located at NationsBank Trust. Also,
certain accounts at NationsBank allow for the use of principal (Junior Fellows, Swann
Memorial, and the Scala trust in the Combined Fund). Therefore, the total ~ount of
unobligated funds carried forward to fiscal 1996 for possible expenditure is $18,710,611
($15,480,041 + $3,230,570).

Accumulated Income and
Principal Invested in the Private
Sector Available for Oblil!ation

Funds Invested in the Permanent
Loan Available for Obli2ation Amount

$ 500,000
100,000
38,844

350,000
400,000
674,005

Amount

$ 498,215
193,213
505,383
21,030
49,413
78,119

1,609,616
33,055

110~62
39'7'35
92,229

Leonora Jackson McKim
Carolyn Royall Just
Junior Fellows Fund
Louchheim Foundation
Kindler Foundation
Harold & Rose Spivacke
Caroline & Erwin Swann Memorial
Joanna J. Goldman Memorial
Combined Fund
Coolidge Foundation
Scala Trust

1,013,583
2,743

405,176
510,000
60,057
54,525

540.842

Bendiner Memorial Fund
Julian & Freda Berla
Development Fund
Ira & Leonore Gershwin
IBM-Charles Eames Collection
James Madison Council
Jones Global Library Project

Network Segment
American Memory Segment

Korean Trust Fund
Leadership Development
Mary Pickford Foundation
Project Judaica Foundation
Caroline & Erwin Swann Mem.

$4.649.775 $3,230,570
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4. SUPPLEMENTAL FINANCIAL AND MANAGEMENT INFORMATION

A. Reconciliations

1. Combined Schedule of Reconciliation to Budget

The following sc:hedule reconciles the Unexpended Balance of Budgeted Fufilds as reported
to the U.S. Department of Treasury to the amount shown as Funds with U.S. Treasu~{ plus
the amount on Permanent Loan to U.S. Treasury on the combined statement of financial
position for the Fiscal year ended September 30, 1995.

Amounts from Year-End Closing Statements Reported to U.S. Treasury (TFS Form 2108):

Trust Funds G.M. Hubbar~
Account

Total

$2,230,548

21,000,314

$2,230,548

21,006,099

Obligated fund balances (1FS Form 2108 columns 9 plus 10)

Unobligated fund balance (Column 11)

Total Budget Resources $23,230,862

$0

5,78p

$23,236,647

276,380 p 276,380

12,341,13312,341,133 p

I 

Less:

Receivables (Column 7)

Investments in public debt securities (Column 6)

Unexpended balance of budgeted funds included on

lFS Form 2108 $10,613,349 $5,785 $10,619,134

Amounts from Combined Financial Statements:

Fund; with U.S. Treasury

Permanent loan to U.S. Treasury

$633,350

9,979,999

$5,785 $639,135

1* 9,979,999

Total fun~ with U.S. Treasury and PeTD1anent loan to

U.S. Treasu $10613349 $5 34

* The TSF 2108 does not list the G. M. Hubbard Bequest of $20,000 because this fund was accepted upder a different Act

of Congress and is accorded separate treatment in the U.S. Treasury's records.
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2. Reconciliation of Income to Statement of Operations Revenue Amount

$12,245,316

$1,066,487

6,812,315

$152,912
39

(14,518)
(7,395)

110,973

I Income, per summary (Section 3)

Add:

Additions to Permanent Loan (excluding transfers) (Note 6)

Increase in Pledges Receivable

Accrued Income Unavailable for Distribution (Note 7)

Interest Receivable on Notes
Amortized Discount on Notes
Amortized Premium on Notes
Amortized Accrued Interest on Notes Purchased
Amortized Discount on Bills

Balance 9/30/95

Less: Balance 9/30/94
$242,011

19,337 222,674

Gain in Value of Private Investments (Note lOA)

Less: Amount due U.S. Treasury
$581,421

5,528 575,893 8,677,369

Revenue, per State~ent of Operations $20,922,685

3. Reconciliation of the Summary of the Unobligated Trust Fund Balance to the
Statement of Financial Position, Fund Balance

Total Unobligated Funds carried foIWard to fiscal 1996, per the

Summary of Income and Obligations for Individual Trust Funds $15,480,041

$1,793,583

5,350,224

12,917,822

$152,912
39

(14,518)
(7,395)

110,973

Add:

Unliquidated Trust Fund Obligations

Permanent Loan (Unavailable)

Investments -Private

Accrued Interest Amount Unavailable for Distribution

Interest Receivable on Notes
Amortized Discount on Notes
Amortized Premium on Notes
Amortized Accrued Interest on Notes Purchased
Amortized Discount on Bills

Balance as of 9/30/95

Donation Pledges

Deferred Vouchers

Subtotal

242,011

8,992,315

1,366

29,297,321

$84,898

438,600

5,528

560,345

1

Deduct:

Accrued Staff Support Annual Leave

Deferred Credit for Pending Donation

Accounts Payable for Earnings on Donations Pending Acceptance

Unrealized Gain on Investments

Rounding 1,089,372

$43.687990Fund Bal~n~e.pcr Statement of Financial Position
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B. Other Financial Data

(1) Cash in the Permanent Account

Total on October 1, 1994 $9,996,852.00

Donations, Fiscal 1995 1,066,487.00

Transfers, Fiscal 1995 (1,063,340.00)

Total on September 30, 1995 $9,999.999.00

.=~ 881--8801 8.~8801 FY05I~se I
G/30/dS G/30,94 (Deaease)

$33,166 $32,666 $500

500,000 500,000

100,000 100,000

5,000 5,000

11,000

35,117

653,201

25,000

500,000

38,844

25,000

190

11,659

350,000

400,000

75,025

674,005

I,OI3,~
2,743

100,000

3,335

405,176

10,000

206,099

93,296

510,000

10,000

260,239

60,057

290,500

16,720

54,525

74,126

57,609

27,549

266,033

540,842

4,173

15,600

1,540,609
101,150

1706,828
150,000

$9,G7G,~

20,000

S9.999.~

11,000

35,117

653,201

25,000

500,000

38,844

25,000

190

11,659

350,000

500,000

75,025

1,608,600

13,583
2,743

100,000

3,335

505,176

10,000

206,099

93,296

400,000

10,000

260,239

110,057

290,500

(100,000:

(934,595:

I,OOO,(KX)

(100,000'

110,000

(50,000)

16.720

54.525

74.126

57,609

27,549

266,033

540,842

13,260

14,600

1,540,6(S
101,150

1706,828

150,000

Sg,g76,862

20,000

S9,996,862

(9.08~

1,000

$3,147

Allen, Raye Virginia

Bendiner, Alfred and Elizabeth Memori.

!Barta,J.E.&F.H.

! Berryman, Cliffad K Memorial

Bilington, James H.

Center for the Bod<

Croft, Wiliam and AdelN

,-,ronin, John W.

Dadian, Arthur H.

DevelqJment

t:vans, Archibald B.

Feinberg, Lenore B. and Charles E.

Friends of Ml5ic in the Ubrary of Congress

Gershwin, Ira & Leonore

IBM -Eames

lsenbergh Clarinet

James MadSon National Council

Global Ubrary Project -Network Segment
Global Ubrary project -American Memory Task Foroe Segment

Jurow, Mae and Irving

Kaplan. Milton

Korean Fund

Kostelanetz, Andre

Koussevitzky, Sarge Ml5lc Foundation

!\r°Y!' Boris and Sonya Memorial

L88dershlp DevelqJment

Lebo, Shirley Bystrom

Mold«lllauer Archives Foundation

Mary Pickford Foundation

Porter, Henry Kirke Memorial

.-arsons, Gerald S. and Corinne L

Project Judaica Foundation

Reid, Samuel Chester

Schmid, Karl B. Memalal

Stem, Alfred Whltal Memorial

Strickland. Wiliam R. and Anne A. Hull Memaial

:;wann. Caroline and Erwin Memorial

Thanhouser Endowment

Vincent, Rose and Monroe

Whitall -Maintenance of Collection of Stradlvaril5 instrumen1s
IWhltall- Poetry Fund
Whitall -General Uterature Fund
Whitall- APpreciation/Understandlng of Good Uterature Fund

Subtotal

G. M. Hubbard SpeciallnvestrnentAoocunt

Total $3.147
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(2) Pennanent Loan Activitv in Fiscal 1995

Net additions to the Permanent Loan amounted to $3,147.00 as follows:

.. Contributions were received from Northern Telecommunications Inc. for the
Jones Global Library Project ($1,000,000), from the Calvert N. Collins Family
Foundation for the James H. Billington Fund ($1,000), from Monroe Vincent for
the Rose and Monroe Vincent Fund ($1,000), from various donqrs for the
Thanhouser Fund ($913), and from N. Allen for the Rae V. Allen F~nd ($500).

~ The Library also received contributions from the Gift Administration Services
Inc., charitable remainderman of the Janerio B. Schmid Charitable Remainder
Unitrust to establish the Karl B. Schmid Memorial Fund ($57 ,609)~ and from
various donors to establish the Gerald E. and Corinne L. Parsons Fund for
Ethnography ($5,465).

~ Funds were transferred into and out of the Permanent Loan for greater expected
returns or to satisfy current operational needs. Transfers into the fund consisted
of the Leadership Development Fund ($110,000), the Project Judaica Fund
($11,255), and donations from the Krasnoff Family Fund into the James H.
Billington Fund ($10,000). Transfers out of the funds were: the ffiM Eames
Funds ($100,000), James Madison National Council ($934,595), Korean Fund
($100,000), Mary Pickford Foundation ($50,000), and the 'thanhouser
Endowment ($10,000).

(3) NationsBank Combined Fund

The Combined Fund includes Swann Foundation donations of $438,600 pending fmal
acceptance by the Joint Committee on the Library. The market value of this fund was
adjusted by the Library's auditors, Price Waterhouse LLP to account for the funds due
the Treasury on the Swann Foundation gift. The market value is $2,051"1572 in the

statement of financial position.

"- ~~ -drun s Cost Value Market Value'
9/30/95 9/30/95

Total $1.961.543 $2.057.4961
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