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INDEPENDENT AUDITORS' REPORT

The Honorable Board of Trustees of the Public Library of the City of Boston
Boston, Massachusetts

We have audited the accompanying financial statements of the governmental activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of The
Trustees of the Public Library of the City of Boston (Library), a component unit of the City of Boston,
Massachusetts, as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the Library’s basic financial statements as listed in the table of
contents.

Management’'s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Boston Public Library Foundation, Inc. (Foundation), which is
discretely presented in these financial statements. Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included for
the Foundation, is based solely on the report of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’'s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

INTERNATIONAL

Anindependent member of Nexia International ( l)



Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Library, as of June 30, 2017, and the respective changes in financial position thereof
for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis (located on pages 3 through 14) be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 13,
2017 on our consideration of the Library’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Library’'s internal
control over financial reporting and compliance.

Wmﬁ@c L7

CliftonLarsonAllen LLP

Boston, MA
October 13, 2017
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2017

As management of the Trustees of the Public Library of the City of Boston (Library), we offer readers
of these financial statements this narrative overview and analysis of the Library’s financial activities
for the fiscal year that ended on June 30, 2017.

Background of The Boston Public Library

The Boston Public Library (BPL) is an extraordinary institution that has served the citizens of Boston
since 1848. Founded as the first municipal library and the first public library to lend books, the
Boston Public Library is dedicated to the advancement of learning and is “Free to All,” as is carved
in the fagade of the historic McKim building in Copley Square.

The BPL encompasses a Central Library, twenty-four vibrant neighborhood libraries, a robust
website, and classes and programs for all ages. The Library’s collection of more than 23 million
items includes circulating books, eBooks, DVDs, and music, as well as research and special
collections that encompass rare manuscripts, prints, photographs, drawings, maps, posters, and
more. The Boston Public Library’'s Kirstein Business Library and Innovation Center, Norman B.
Leventhal Map Center, and Collections of Distinction such as the personal library of John Adams,
the Anti-Slavery collection, the Thomas Pennant Barton Collection of Shakespeare, and the Boston
Pictorial Archive attract researchers and scholars from across the city and around the world.

In fiscal year 2017, Boston Public Library hosted 12,665 public programs reaching 235,868 people,
received 9.8 million visits to its website, and loaned 4.9 million items. Of those 4.9 million lends, more
than 1.6 million were digital downloads of e-books and audiobooks. In the same fiscal year, the Boston
Public Library helped 82,911 Massachusetts residents — adults, children, and teens — sign up for new
library cards, hosted 522,428 free computer sessions, enabled 577,675 free wireless internet
sessions, and had more than 3.8 million visitors.

In addition in fiscal year 2017:

Leadership Change. Under the new leadership of Boston Public Library President David Leonard, in
FY17 Boston Public Library successfully completed the Central Library Renovation, the Jamaica Plain
Branch renovation, began or continued several neighborhood branch planning and design projects, and
continued the renewed commitment to the Library’s intellectual control and custodianship of its special
collections items that began in June 2015.

Management Reorganization under President David Leonard. Following a 7-month period of
listening sessions with management, union leadership, and staff, BPL President David Leonard
(appointed June 2016) implemented the first phase of an institutional reorganization designed to
streamline and optimize reporting relationships, remove a layer of management to improve
communication, ensure balanced synergistic portfolios, and provide a platform for greater efficiency,
execution, innovation, and accountability. In addition, a successful reorganization of multiple subject
reference departments into a new Research Services Team has improved customer service by offering
a consolidated team model instead of disparate and independent departments.

Central Library Renovation — Phase Two Opening, Ongoing Phase One Success. Phase Two of
the Central Library Renovation opened in July 2016 and was praised by Slate as being “One of the best
things America built in 2016.
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In its first year after the renovation, the Central Library welcomed more than 1.9 million patrons, lent out
nearly 993,000 items, and hosted more than 2,300 programs.

The dramatic transformation of the Johnson building, first opened in 1972, includes a renovated
exterior; landscaping along Boylston and Exeter Streets; a welcoming and transparent entrance; a
"Welcome Services” center with digital signage; New & Novel, featuring new books and media; space
for BPL’s digital partners; an updated Kirstein Business Library & Innovation Center; a renovated Rabb
Hall; a new updated public computing area; Community Learning Center and classrooms; a
strengthened and accessible connection between the Johnson and McKim buildings; and improved
loading dock and borrower services layout.

In February 2017 the Boston Public Library celebrated the second anniversary of the completion of
Phase One of the Central Library Renovation. The updates to the second floor of the Johnson building
have garnered praise from the public for its new services and spaces, including the new Children’s
Library with double the space for children, and Teen Central, which features a digital lab for content
creation as well as a media lounge and community reading and work spaces for individual and group
study.

Central Library Renovation — Newsfeed Café and The Catered Affair/’WGBH Partnership. In
September 2017 a 4,500-square-foot enterprise retail space, The Newsfeed Café, opened in the
renovated Johnson building at the corner of Exeter and Boylston Streets. The 60+-seat café is a popular
meeting, reading, and lunch spot for community members. In addition, WGBH News operates a satellite
bureau from the location and includes broadcasting Boston Public Radio with Jim and Margery from the
location twice a week, bringing elected officials, authors, commentators, musicians, and other notables
into the studio. This innovative partnership is one of the first of its kind in the world. BPL continues to
work with The Newsfeed Café teams to collaborate on programming, thematic café offerings, and
innovative joint programming between BPL, The Catered Affair, and WGBH, which is expected to
increase in year two.

Award-winning Year: Boston Public Library’'s $78 million Central Library Renovation was recently
awarded seven national and local awards, celebrating the project’s design excellence, preservation, and
outstanding collaboration. Among the honors are the prestigious 2017 AIA/ALA Library Building Awards
from the joint American Institute of Architects (AlA) and American Library Association (ALA) program as
well as the Boston Preservation Alliance Preservation Achievement Award. The East Boston Branch of
the Boston Public Library, which opened in 2013, was also recognized with a 2017 AIA/ALA Library
Building Award. The full list of awards includes: AIA/ALA Library Building Award (Central Library
Renovation & construction of East Boston Branch), Boston Preservation Alliance Preservation
Achievement Award, Boston Society of Landscape Architects — 2017 Merit Award for Design,
Congress for the New Urbanism (CNU) Charter Award, Construction Management Association of
America (CMAA) New England Chapter — CMAA Project Achievement Award, llluminating
Engineering Society — Section Award, and Paul & Niki Tsongas Award for Biggest Impact in an
Urban Preservation Project. Additionally, Boston Public Library and a conservation team led by
Gianfranco Pocobene won the Preservation Achievement Award for its restoration of Pierre Puvis de
Chavannes’ Philosophy mural panel from the Boston Preservation Alliance. The Philosophy panel,
approximately 14’ x 7’ in size, 160 pounds, and one of nine panels in the artist's mural cycle, was
successfully restored in September 2016 and then returned to its alcove in the grand staircase at the
Central Library. This section of the Chavannes’ mural was conserved using a technique that had to be
invented for this project.
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Welcoming to All. In a public statement, BPL President David Leonard reasserted the Library’s
commitment as an institution that is Free to All and here to welcome everyone equally regardless of
gender, race, national origin, sexual orientation, faith, or economic status.

“Our library services must remain available to all, without fear of discrimination. We work to help our
users navigate the world. Whether they seek Boston Public Library services for intellectual growth, self-
inquiry, academic support, or a multitude of other reasons, we serve as advocates for personal
advancement and for clarifying the pathways to that achievement. And we will always protect our users’
rights to privacy in so doing.”

— BPL President David Leonard

BPL translated its juvenile and adult library card application forms into Spanish, Cape Verdean, Haitian
Creole, Vietnamese, Portuguese, Arabic, Chinese, and Somali. BPL'’s Literacy Services team expanded
its Conversation Circles, a program providing an informal and friendly group setting with other ESL
students and new English speakers to practice English throughout the Library system, and continued
building on its Immigrant Information Corners, a collaboration with U.S. Citizenship & Immigration
Services.

Branch Facility Investments. Several branches have active capital projects in planning and/or
construction phases:

0 The $10 million Jamaica Plain Branch renovation reopened on May 20. The renovations to the
building, constructed in 1911, provide more than a 20% increase in space for the community to read,
browse the collection, access computers, attend and host meetings, and participate in programming.

o Construction is underway for temporary library services at the China Trade Center located at 2
Boylston Street in Chinatown. The location will include services such as a community gathering space,
a place to study and learn, and access to computers and the internet and will open in fall 2017.

o Planning for long term library services for the Chinatown and downtown communities is underway.
This process will inform the Chinatown Library Services Planning Study and identify the types of
program spaces, technology, and collections that are of interest to the community.

0 A design study was completed at the Dudley Branch in preparation for a $14.7 million renovation
project, which will break ground in FY18. The architecture firm on the project is Utile, Inc.

o The Parker Hill Branch in Mission Hill closed on July 1 for a $2.4 million envelope repair project to
address a water infiltration problem.

0 A programming study with community process was completed at the 65-year old Adams Street
Branch, which will result in recommendations for new construction that will expand the building footprint
and add new meeting rooms, an enhanced teen space, and redesigned outdoor spaces. The total
project cost, including construction, is estimated at $12.6 million.

o The North End Branch underwent extensive painting and maintenance to improve the facilities.

o Designer selection is complete for the Roslindale Branch renovation, and formal design activities
began in August

Intellectual Control and Custodianship of Special Collections. An inventory of the BPL's Print
Collection continued in FY17, while a new inventory of the BPL's Rare Books & Manuscripts
Department launched in preparation for a $15.7 million capital project to address environmental and
mechanical improvements in the department.
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All the City’s A Stage: A Season of Shakespeare at the Boston Public Library. 2016 marked the
400th anniversary of William Shakespeare’'s death, and Boston Public Library honored the Bard's
lasting legacy with its citywide initiative All the City’s a Stage: A Season of Shakespeare at the Boston
Public Library, connecting audiences to theater and the dramatic arts with programs throughout the
library system. Programs ranged from recitations of a scene from Julius Caesar on the steps of the
McKim building, to presenting a full-run theatrical production for the first time in Rabb Hall in partnership
with Company One Theatre, to puppet-based playmaking for children as young as three.

At the heart of this effort, the BPL staged its Shakespeare Unauthorized exhibition at the Central Library
in Copley Square. The exhibition featured extraordinarily rare first and early editions of familiar and
beloved plays like A Midsummer Night's Dream, Hamlet, and The Merchant of Venice, as well as all four
Shakespearean folios, most notably the BPL's own copy of the world-famous First Folio. The exhibition
was sponsored by Iron Mountain and drew nearly 64,000 visitors during its five-month run. BPL holds
one of the largest and most comprehensive publicly held collections of Shakespeare, including the first
four folios of his collected works, 45 early quarto editions of individual plays, and thousands of volumes
of early source material, commentaries, translations, manuscripts, and more. The Norman B. Leventhal
Map Center also staged an exhibition, Shakespeare’s Here and Everywhere, to compliment the
Shakespeare initiative, with associated programming.

Programming & Services. BPL offered more than 12,500 programs during FY17 across the system.
Offerings at the Central Library in Copley Square spanned story times to digital learning programs to
author talks to theatrical productions. Branches across the system hosted numerous programs for
children, teens, and adults, from cooking and photography classes to sewing and reading clubs. In all,
twenty-four branches and the Central Library in Copley Square serve Boston’s diverse population of
over 645,000 (estimated) with collections of books, magazines, DVDs, and CDs, along with an array of
programs, trainings, and services — all targeted to respond to neighborhood residents of all ages. The
essential nature of the library as a center for learning and a community gathering is captured across the
system and serves as an ongoing and tangible gateway for lifelong residents and for new Bostonians
from all around the world.

Print Collection Inventory. Since June 2015, Dr. Martha Mahard has been leading a team of interns
from Simmons College on an inventory of the BPL'’s entire Print Collection. The completed inventory will
contain an electronic record of every item in the collection, the first such complete record in the history
of the Print Collection.

Launch of the Rare Books Inventory. In preparation for a $15.7 million substantial renovation to
address environmental and mechanical improvements in the Rare Books & Manuscripts Department,
BPL began an inventory project to assign a barcode to every item in the Rare Books Collection, which
includes 250,000 rare books. The information collected will enable the electronic tracking of every item
in the collection. The inventory project of Rare Books is expected to be completed in fall 2017. An
inventory of the Department’s one million manuscripts will begin in fall 2017.

Library for the Commonwealth. The Boston Public Library is also designated as the “Library for the
Commonwealth” (LFC) for the State of Massachusetts and receives a direct appropriation in the state’s
annual budget (line-items 7000-9401 and 7000-9501). The LFC program provides service to all
residents of the Commonwealth of Massachusetts through three key programs, including:

©)



THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2017

1.Statewide Reference & Research: this program provides residents of the Commonwealth with
supplemental reference and research resources both in person and remotely.

2.Statewide Collection Development & Access: This program provides residents of the Commonwealth
access to print, electronic, and downloadable collections not available in their individual libraries. Anyone
who lives, works, goes to school, or owns property in Massachusetts can have a Boston Public Library
card.

3.Statewide Digital Repository: This service, in conjunction with Digital Commonwealth (a web portal of
digital assets hosted by various entities throughout the state), provides 24/7 access for residents of the
Commonwealth to the diverse, educational, digitized collections of the state’s cultural institutions.

Funding Sources to the Boston Public Library

Affiliates
2%

Endowment
— Donations, Etc
6%

City of
Boston/Comm of
Massachustetts
87%

m City of Boston/Comm of Massachustetts  m Affiliates = Endowment = Donations, Etc

In FY17, the BPL received approximately 87% of its total operating budget revenue from
government sources. The majority — 80% or $34.5million — of the BPL's operating revenue is
provided by the City of Boston [note: revenue to the BPL from the City of Boston is included in the
City's audited financial statements, not the BPL’s audited financial statements]. Approximately 7.5%
of the BPL’s funding, $3.28million, is appropriated by the Commonwealth of Massachusetts to
support both the “Library for the Commonwealth” (LFC) program. The Library also receives
unrestricted state aid of approximately $650,000

Federal funds available from the Federal Communications Commission’s (FCC) “Erate” program
supports about $770,000 in operating costs related to the BPL's information technology
infrastructure. These costs are paid directly to BPL vendors by the federal government and are not
included in the Library’s audited financial statement.
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The Library’'s endowment is an important and historic source of financial support to the BPL. There
are nearly 200 individual trust funds, over 75% of which are restricted for a particular purpose as
assigned by the donor or the Board of Trustees. Each year, a 5% distribution is taken from the most
recent three year average balance of the corpus value. As of December 31, 2015, that three year
average was $56.65million, resulting in an FY17 distribution of approximately $2.8million. The
Library’s endowment is invested by several management companies, in financial instruments across
diverse asset classes. The management and oversight is governed by the Trustees’ Investment
Policy Statement (as updated and approved in March 2012.)

Additionally, there are a number of nonprofits that exclusively benefit the BPL, including The Boston
Public Library Foundation (a component unit of the Boston Public Library), the Associates of The
Boston Public Library, The Norman B. Leventhal Map Center, and many library “friends” groups that
benefit the BPL's 24 individual neighborhood branches. There is also a City-Wide Friends
organization based at the Central Library that provides system-wide support.

Other funding sources that support the BPL operating budget include revenues from enterprise
funds, including proceeds from private events, leases, licensing, and royalties; the MetroBoston
Library Network (MBLN), a consortium of regional library systems that share the BPL’s information
technology architecture; and gifts, grants, and donations that are received directly by the BPL.

It is important to note that the City of Boston also supports operating costs that are not contained in
the annual appropriation allocated to the BPL. These costs include: health and benefit costs for all
BPL employees, capital project funding including debt service payments, post-employment
benefit/retirement costs, and professional/technical support from corporation counsel, budget,
treasury, auditing, purchasing, labor relations, and information technology, as well as other city
departments. The collective estimated value of those contributions exceeds $30 million annually.

Information regarding the BPL’s budget process, revenue sources, trust funds, prior year audits and
IRS Form 990’s, are posted regularly at www.bpl.org/budget.

Operating Budget Expenditures

The BPL's largest expenditure area is in personnel; approximately 64% of the entire operating
budget supports over 400 full-time employees and dozens of part-time employees staffed system-
wide. Facility and utility costs for the BPL's 26 buildings, including the 930,000 square foot Central
Library facility in Copley Square, account for 15%. The materials budget (books, CDs, DVDs)
composes 11% of the total operating budget. The balance of expenditures is dedicated to various
service and maintenance contracts, licensing, memberships, training and staff development,
information and technology and other costs.
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Facility and Utility
Costs
15%

Personnel
64%

Library Materials
11%

Service Contracts

Other 5%
2%

® Personnel  m Facility and Utility Costs  ® Library Materials Service Contracts ® Other ® [T

Library Governance

The BPL is governed by a nine person Board of Trustees which is appointed by the Mayor of the
City of Boston. The BPL also conducts business as a department of the City of Boston and the
financial records of these operations are included in the City of Boston’s financial reporting.

Financial Highlights

The following sections of MD&A pertain only to the Trustees’ separate Section 501(c)(3) organization as
reported in these financial statements.

e The assets of the Library exceeded its liabilities at the close of the most recent fiscal year by
$73,386,794 (net position)

e The Library’s total net position increased $9,068,195

e At the end of the fiscal year, unassigned fund balance for the general fund totaled $1,180,123,
or 19.1% of total general fund expenditures and transfers out

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Library’s financial statements.
The Library’s basic financial statements include three components:

1. Government-wide financial statements

2. Fund financial statements
3. Notes to the basic financial statements
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The components are described as follows:

Government-Wide Financial Statements

One of the most important questions asked about the Library’'s finances is, “is the Library as a whole,
better or worse off, as a result of the year's activities?” The government-wide financial statements are
prepared using the accrual basis of accounting, which is similar to the accounting used by most private-
sector business. They present both short and long-term information about the Library’'s financial
position, which assists in assessing the Library’s economic condition at the end of the fiscal year.

All of the current year's revenues and expenses are taken into account regardless of when cash is
received or paid. The government-wide financial statements include two statements:

The statement of net position includes all assets and liabilities of the Library, with the difference
between the two reported as “net position.” Over time, increases or decreases in the Library’s net
position may serve as a useful indicator of whether the financial position of the Library is improving or
deteriorating.

The statement of activities presents information showing how the Library’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the changes occurs, regardless of the timing of related cash flows.

Both of the above financial statements have separate sections for the two different types of Library
programs or activities. These two types of activities are:

Primary Government — The activities in this section are mostly supported by governmental
appropriations, contributions, grants, and fees for services. Most services normally associated with the
Library fall into this category, including certain Library staff salaries and benefits, library material
purchases, programs, contractual services and utilities, equipment and furnishings costs, and other
administrative costs.

Discretely Presented Component Unit — The Library’s discretely presented component unit is the Boston
Public Library Foundation, Inc. (Foundation). Although legally separate, the Foundation is financially
interrelated to the Library. For the most part, the Foundation operates similar to a private sector
business and its functions are intended to recover all of its operating costs as part of its mission to raise
funds for the Library. Complete financial statements of the Foundation can be obtained from its
administrative office. Additional information about the Library’s component unit is presented in the notes
to the financial statements.

In addition to examining the above statements, other non-financial factors need to be considered in
assessing the Library’s overall financial position, such as changes to the Library’s collection, delivery of
service, or condition of the Library buildings.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Library, like other governmental and nonprofit
organizations, uses fund accounting to ensure and demonstrate compliance with finance or donor-
related requirements.

(10)
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The fund financial statements focus on the individual components of the Library's business, reporting
the Library’s operations in more detail than the government-wide financial statements.

The basic services provided by the Library are financed through governmental funds. Governmental
funds are used to account for essentially the same functions as the governmental activities in the
government-wide financial statements. However, unlike those statements, the fund-financial statements
focus on near-term inflows and outflows of spendable resources; they also focus on spendable
resources available at the end of the fiscal year.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for the governmental funds with similar
information presented for the governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the Library’s near-term activities.

The Library has three categories of governmental funds; the general fund, the Foundation fund, and the
nonmajor governmental funds. Each fund is presented in a separate column in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures and changes in fund
balances.

The general fund is the primary operating fund of the Library and accounts for all financial resources
except those required to be accounted for in another fund.

The Foundation fund is used to account for and report all financial resources donated by the Foundation
restricted for the betterment of programming support and facility operations.

The nonmajor governmental funds consist of special revenue and permanent funds that are aggregated
and presented in the nonmajor governmental funds column.

Special revenue funds are used to account for and report the proceeds of specific revenue sources that
are restricted or committed to expenditure for specified purposes other than debt service or capital
projects.

Permanent funds are used to account for and report resources that are restricted to the extent that only
earnings, and not principal, may be used for purposes that support the government’s programs and
benefit the government or its constituents.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to the full understanding of the data provided
in the government-wide and the fund financial statements. The notes to the basic financial statements
can be found immediately following the financial statements.

Government-Wide Financial Analysis

This analysis is based on the statement of net position and the statement of activities found on pages
15 and 16 of the basic financial statements.

(11)
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Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The Library’s assets exceeded liabilities by $73,386,794 at the close of the fiscal year and are
summarized as follows:

Governmental Activities

2017 2016
Assets
CUurrent asSetS.....coooiiiii i $ 14,267,446 $ 11,039,377
Noncurrent assets (excluding capital assets)...... 60,386,748 54,782,471
Capital assets (Net).......ccovveviiiiiiiei e 250,414 822,274
Total ASSEtS...cuvii it 74,904,608 66,644,122
Liabilities
Current liabilities.........ccooooiiiii 1,517,814 2,325,523
Net Position
Net investment in capital assets....................... 250,414 822,274
ReStrCted. ... 71,313,647 61,837,468
unrestricted. ... 1,822,733 1,658,857
Total net position.............covvie i, $ 73,386,794 $ 64,318,599

A portion of the Library’s net position reflects its net investment in capital assets (e.g., land, buildings,
equipment and machinery and furniture, fixtures and improvements). These capital assets are used to
provide services to customers; consequently, these assets are not available for future spending.

A majority of the Library’s net position represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net position may be used to meet the
Library’s ongoing obligations to customers and creditors.

At the end of the current fiscal year, the Library reports positive balances in all three categories of net
position.
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2017

Changes in Net Position

The Library’s total net position increased by $9,068,195 during the current fiscal year, summarized as
follows:

Governmental Activities

2017 2016
Revenues
Program Revenues:
Charges for SEIVICES ... ...iiuiiiriet e e et e ee e ee e e $ 2,205,533 $ 1,645,398
Operating grants and contributions.................cccocovii i, 14,597,278 4,585,156
General Revenues:
Unrestricted grants and contributions................covvvviniininnts 2,766,698 1,340,553
Unrestricted investment iNCOME..........cooviiiiii i, 26,701 14,655
Gain/(loss) on sales/disposals of capital assets..................... 2,033,162
TOtAl FEVBNUES ... e 21,629,372 7,585,762
Expenses
Salaries and benefitS..........ooiiiiiiiii 3,210,155 2,937,007
Books and related materials.............cooviiiiiiiii 1,669,461 1,379,206
PrOGIAMIS ... et et e e e 711,356 645,986
AAMINISTIALIVE. .. ... 1,056,599 1,483,116
Contractual senices and UtilitieS.............ooeevviiiininini e 2,438,617 2,786,570
Equipment, furniture and maintenance......................ccoo 869,967 914,041
Contributions to City of BOSTON...........ccovvviiiiiiiiii e 2,500,002 -
Unallocated depreciation.............vveviriiiieiee e 105,020 129,279
TOtaAl EXPENSES ... . ittt e 12,561,177 10,275,205
Change in Net POSItION.........ooiiii i 9,068,195 (2,689,443)
Net position - beginning of year...... ..o 64,318,599 67,008,042
Net position - €Nd Of YEar..........uuiiveir e e e e $ 73,386,794 $ 64,318,599

Governmental activities increased the Library’'s net position by $9,068,195. In the prior year,
governmental activities decreased the Library’s net position by $2,689,443. A key element of this
change is an increase in grants and contributions of approximately $10,000,000; which is primarily due
to the continuing movement of grants and contributions from the Boston Public Library Foundation’s
Assets, as well as increased investment income resulting from improved market performance.

Fund Financial Statement Analysis
This analysis is based on the fund financial statements on pages 17-18.

As noted earlier, the Library uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2017

Fund Highlights

The focus of the Library’s governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the Library’s financial
requirements. Unassigned fund balances in particular may serve as a useful measure of an
organization’s financial position at the end of a fiscal year.

Nonspendable Fund Balance (Permanent Funds) — Nonspendable fund balance of permanent funds is
used to account for financial resources that are legally restricted to the extent that only earnings, not
principal, may be used for purposes that support Library programs. The fund balance for nonspendable
permanent funds was approximately $60,126,000 at June 30, 2017.

Restricted Fund Balance — Fund balances are reported as restricted when constraints placed on the
use of resources are either externally imposed by creditors, donors or laws or regulations of other
governments or is imposed by law through constitutional provisions. Many items in this fund balance
reflect gifts to the Library with specific restrictions as to their use. Restricted fund balance was
approximately $11,188,000 at year-end.

Committed Fund Balance — Committed fund balances include amounts that can be used only for
specific purposes imposed by formal action of the Board of Trustees. These committed funds cannot be
used for any purpose unless the Board of Trustees removes or changes the specified use. Committed
fund balance was approximately $70,000 at year-end.

Assigned Fund Balance — Amounts in the assigned fund balance classification are intended to be used
by the Library for specific purposes, but do not meet the criteria to be classified as restricted or
committed. In the general fund, assigned amounts represent intended uses established by the Board of
Trustees or a Library official delegated that authority by charter or ordinance. Assigned fund balance
was approximately $573,000 at year-end.

Unassigned Fund Balance — Unassigned fund balance is the residual fund balance for the general fund
and the negative residual fund balance of any other governmental fund that cannot be eliminated by
offsetting assigned fund balance amounts. There is a balance of approximately $1,180,000 in
unassigned fund balance at the end of the fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the Library’'s finances for all of the
Library’'s customers, donors, and other interested parties. This financial report seeks to demonstrate the
Library’s accountability for the money it receives. Questions concerning any of the information provided
in this report or requests for additional information should be addressed to the Chief Financial Officer,
Boston Public Library, 700 Boylston Street, Boston, MA 02116.
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THE TRUSTEES OF THE

PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)

STATEMENT OF NET POSITION
JUNE 30, 2017

ASSETS
Current assets:
Cash and cash eqUIVaIENTS.........coo i e
Restricted cash and cash equivalents.............coooiiiiiiii e
ReStricted INVESTMENTS ... ...v it e e
Receivables, net of allowance for uncollectible amounts:
INtErgOVEIMMENTAL. .. ... ettt
SPECIAI BVBNES ... .. et
Departmental and Other............oooiiiiii e
Contributions and giftS.........oveive i
Pledges and grants - reStrCtea. .. ......vuvvreiie it it et eeeeeeeee e e
Interest and diVIAENdS ............cooii i
Prepaid expenses and other aSSetsS............ovuiiiiiiiii i

TOtal CUIMEBNE ASSEBES ... vttt et et e e e e e e e ee e

Noncurrent assets:
Restricted cash and cash equivalents...............ooooiiiiiii e
ReStriCted INVESTMENTS. .. ..t e e e e e e e e e aaas
Receivables, net of allowance for uncollectible amounts:
Pledges and grants - restricted.............ccooviruiiiiiiiiiii e
Capital assets, net of accumulated depreciation................coeeeveeiiiiinieiinniinnns

Total NONCUIMENT ASSELS ... .. oo it i iee e e e e aeaee e
TOtAl @SSO ...t ittt ittt e e

LIABILITIES

Current liabilities:
ACCOUNES PAYADIE. ... ciiiit it e e e
ACCIUEA EXPEINSES ... oottt ettt et e st ettt e st e e e e e e e
AQVANCE EPOSIES ... ..vitiie ittt et et
DUE t0 City OF BOSTON. .. etiitiit it ettt et et et e e

Total aDIlItIeS. ...
NET POSITION
Net investment in capital @SSELS..........vvuieiieiieis e
Restricted:
NONEXPENEADIE. ..... ...t
EXpendable. .. .. ... e
UNFESTIICIEA. .. .o et e et et et et et e e e

TOtal NEE POSILION. ...t e et et e e e e

See the accompanying notes to the financial statements.
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Primary Component
Government Unit
Governmental
Activities Foundation
1,914,607 $ 260,306
10,635,921 299,106
- 1,647,289
265,052 -
89,164 -
178,877 -
1,167,112 -
- 51,050
11,195 -
5,518 2,327
14,267,446 2,260,078
2,798,675 -
57,588,073 -
- 25,250
250,414 -
60,637,162 25,250
74,904,608 2,285,328
610,942 383
146,183 -
336,240 -
424,449 -
1,517,814 383
250,414 -
60,125,636 718,229
11,188,011 1,304,466
1,822,733 262,250
73,386,794 $ 2,284,945




THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017

Program Revenues

See the accompanying notes to the financial statements.
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Operating Net
Charges for Grants and (Expense)/
Activities Expenses Services Contributions Revenue
Primary government:
Governmental activities:
Salaries and benefits............ccooeiein 3,210,155 - $ 3,961,962 751,807
Books and related materials................... 1,669,461 - 3,522,196 1,852,735
Programs.........ccoiiiee i 711,356 1,344,013 1,763,549 2,396,206
Administrative.........ccooevvv i 1,056,599 652,236 1,135,145 730,782
Contractual services and utilities............. 2,438,617 54,730 3,993,655 1,609,768
Equipment, furniture and maintenance...... 869,967 154,554 220,771 (494,642)
Contributions to City of Boston................ 2,500,002 (2,500,002)
Unallocated depreciation....................... 105,020 - - (105,020)
Total primary government.................. $ 12,561,177 2,205,533 $ 14,597,278 4,241,634
Component unit:
Foundation.........coovevii i 5,490,972 - $ 2,799,777 (2,691,195)
Primary Component
Government Unit
Changes in net position:
Net (expense)/revenue (from above)..........coovveiiiiii i $ 4,241,634 (2,691,195)
General revenues:
Unrestricted grants and contributionS..........cccooveiiiie i e e 2,766,698 -
Unrestricted inVeStmMeNnt INCOME.........cv ittt e e 26,701 240,437
Gain/(loss) on sales/disposals of capital assets...........ccocevieeveiiiiiiiiiennnn.. 2,033,162 -
TOtal GENEIAl FEVENUES. .. ... ettt et et e e et e et e e e e aeeeen e 4,826,561 240,437
Change in Nt POSITION... ... vt it e e e e e e e e 9,068,195 (2,450,758)
Net position - beginning Of Year...........ove i e e 64,318,599 4,735,703
Net position - eNd Of YEaAr.......c.oi i e $ 73,386,794 2,284,945




THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
GOVERNMENTAL FUNDS

BALANCE SHEET

JUNE 30, 2017

ASSETS

Cash and cash equivalents................coeoviiiiiiie e,
Restricted cash and cash equivalents............................
Restricted iNVeStMeNnts............ooiiiiiiiii i
Receivables, net of allowance for uncollectible amounts:
Intergovernmental............oouiiiiiiii e
Special @VENES.......o.iitiitii
Departmental and other...............cooviiii e,
Contributions and giftS............coviiiiiiii
Interest and dividends.............c.oo i
Prepaid eXPeNnSES. .. ......ouuiiiiieiie et

TOTAL ASSETS ...t
LIABILITIES AND FUND BALANCES

LIABILITIES:
Accounts payable...........ooooiiiiiii
ACCIUEH EXPENSES....ciniiiieiitiit i et eees
AdVaNCE AEPOSIES. .. ..cvninnisie et
Due to City 0f BOStON........ccovviiiiiiiiiiiiiii e

TOTAL LIABILITIES.......ooiiiiii e,

FUND BALANCES:
Nonspendable:
Perpetual permanent funds................cc.ccoeviiiinnn.
Restricted:
Expendable permanent funds..................coceeennn.
Foundation giftS...........ccviuiiiiiiiii
Programs. .. ....ocuio it e e e
Metro Boston library network............cccocovevieiennnnn.
General trust holdingS..........cooiiiiiiii e,
General truSt.........ooovii e
Committed:
Neighborhood outreach................ccoeiiiininnnnnn.
Assigned:
State aid.......coeviii
Deferrari fund..........cooooiiiiiii i
ENterpriSe. .. ..o
UNASSIGNET. .. ... eeiitiie et e e

TOTAL FUND BALANCES.......c.cii i

TOTAL LIABILITIES AND FUND BALANCES..................

See the accompanying notes to the financial statements.

Nonmajor Total
Gowvernmental Gowvernmental

General Foundation Funds Funds
1,914,607 $ - $ - $ 1,914,607
336,110 2,171,082 10,927,404 13,434,596
- - 57,588,073 57,588,073
265,052 - - 265,052
89,164 - - 89,164
67,643 - 111,234 178,877
1,167,112 - - 1,167,112
- - 11,195 11,195
5,518 - - 5,518
3,845,206 $ 2,171,082 $ 68,637,906 $ 74,654,194
302,381 $ 28,630 $ 279,931 $ 610,942
26,443 - 119,740 146,183
336,240 - - 336,240
239,732 89,069 95,648 424,449
904,796 117,699 495,319 1,517,814
- - 60,125,636 60,125,636
- - 6,047,832 6,047,832
- 2,053,383 - 2,053,383
222,549 - - 222,549
136,380 - - 136,380
1,256,841 - - 1,256,841
- - 1,471,026 1,471,026
70,105 - - 70,105
71,831 - - 71,831
- - 498,093 498,093
2,581 - - 2,581
1,180,123 - - 1,180,123
2,940,410 2,053,383 68,142,587 73,136,380
3,845,206 $ 2,171,082 $ 68,637,906 $ 74,654,194
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 2017

Nonmajor Total
Governmental Gowvernmental
General Foundation Funds Funds
REVENUES
INtErgOVEIMMENTAL. .. ... et ettt et e $ 3,511,026 $ - $ 132,473 $ 3,643,499
SPECIAI BVBNES ...ttt et 1,347,328 - - 1,347,328
FEES fOF SEIVICES ... ettt e e e e e e e e e 757,484 - 100,720 858,204
Contributions and giftS..........coooi i 1,296,430 5,067,977 637,809 7,002,216
INVESTMENT INCOME... ... it e e e e e e 35,337 - 6,709,626 6,744,963
TOTAL REVENUES.......coi i e 6,947,605 5,067,977 7,580,628 19,596,210
EXPENDITURES
Current:
Salaries and benefitS........ooeeiii i s 2,305,934 400,761 503,460 3,210,155
Books and related materials. 693,741 63,000 912,720 1,669,461
Programs................oocee. e 159,061 292,721 259,574 711,356
ADMINISTIALIVE. .. ..t et e e e 718,744 69,036 268,819 1,056,599
Contractual senices and utilities........... .. e 1,344,033 307,895 786,689 2,438,617
Equipment, furniture and maintenance...................ccceeeenns 806,666 9,786 53,515 869,967
Contributions to City of BOStON...........ccovviviiiiiiiiiiie e - - 2,500,002 2,500,002
TOTAL EXPENDITURES.......c.iiiiiiiiiieee e, 6,028,179 1,143,199 5,284,779 12,456,157
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES......coiiiiiiii e e i i e e 919,426 3,924,778 2,295,849 7,140,053
OTHER FINANCING SOURCES (USES)
TrANS OIS 1N it e e e e s 467,871 - 4,441,360 4,909,231
Sale of capital @SSetS......c.iuiiiiiiiiiie e - - 2,500,002 2,500,002
TraNSTEIS OUL... . e ettt e e e e e e (117,763) (2,000,000) (2,791,468) (4,909,231)
TOTAL OTHER FINANCING SOURCES (USES)........... 350,108 (2,000,000) 4,149,894 2,500,002
NET CHANGE IN FUND BALANCES.......cccii i 1,269,534 1,924,778 6,445,743 9,640,055
FUND BALANCES AT BEGINNING OF YEAR.........ccoiiiiiine e, 1,670,876 128,605 61,696,844 63,496,325
FUND BALANCES ATEND OF YEAR. ..ottt $ 2,940,410 $ 2,053,383 $ 68,142,587 $ 73,136,380

See the accompanying notes to the financial statements.
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET POSITION
JUNE 30, 2017

Total governmental fund balanCeS.............oo it e e $ 73,136,380

Capital assets (net of accumulated depreciation) used in governmental activities are not
financial resources and, therefore, are not reported in the governmental funds.............. 250,414

Net position of governmental aCtiVILIES ..........coii i e e e e e e $ 73,386,794

See the accompanying notes to the financial statements.
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THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2017

Net change in fund balances - total governmental funds.............c.ocoiiiiiiii i $ 9,640,055

Governmental funds report capital outlays as expenditures. Howeer, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. These amounts represent the related activity
of the current period.
0= o] (=Y o = L1 o] o 1P (105,020)

In the statement of activities, the gain on the sale/disposal of capital assets is reported,
wheras in the governmental funds, only the proceeds from sales are reported as financial
resources. As a result, the change in the net position differs from the change in

fund balance by the net book value of the capital assets sold................cocoviiiiiiinns (466,840)
Changes in net position of governmental aCtiIties............oiii i e $ 9,068,195

See the accompanying notes to the financial statements.
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NOTE 1

THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

The basic financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP). The Governmental Accounting
Standards Board (GASB) is the standard-setting body for establishing governmental
accounting and financial reporting principles. The significant accounting policies are
described herein.

Reporting Entity

The Trustees of The Public Library of The City of Boston (Library), a non-profit, educational
corporation, was established in 1848 to benefit and facilitate the needs of the City of
Boston’s (City) public library system. A Board of Trustees (Trustees), which is appointed by
the City's Mayor, governs the City’s public library system. The majority of the Library’s assets
are held in trust in accordance with the conditions imposed by the donors. The principal of
the trust funds is invested to generate income that, in turn, is used to serve the Library's
needs that relate to the specific trust agreements. In addition, the Library receives significant
support through state and federal government appropriations and private sources.

The Library is a Section 501(c)(3) organization, exempt from Federal income taxes under
Section 501(a) of the Internal Revenue Code. In addition, the Commonwealth of
Massachusetts (Commonwealth) has classified the Library as a non-profit organization in
nature, and, as such, it is exempt from payments of income taxes to the Commonwealth.

Separate and distinct from the Trustees’ Section 501(c)(3) organization, operations of the
Boston Public Library are also conducted as a department of the City. These financial
statements only represent the operations of the Trustees’ Section 501(c)(3) organization.

The Library is considered a component unit of the City for financial reporting purposes and it
places substantial reliance upon the City to fund its daily operations. The City funds the
majority of the Library’s costs of operations. The City pays the Library employees’ salaries,
therefore, payroll liabilities and related costs of compensated absences are recorded on the
City’s government-wide financial statements.

For financial reporting purposes, the basic financial statements include all funds,
organizations, agencies, boards, commissions and institutions that are not legally separate
from the Library.

The Library has also considered all potential component units for which it is financially
accountable as well as other organizations for which the nature and/or significance of their
relationship with the Library are such that exclusion would cause the Library’s basic financial
statements to be misleading or incomplete.
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NOTE 1

THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Reporting Entity (Continued)
Discretely Presented Component Unit

The Boston Public Library Foundation, Inc. (Foundation), a component unit of the Library,
was formed on March 2, 1992 as a non-for-profit organization, exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code, to support the physical restoration
and the enhancement of the public visibility of the Library. The Foundation is legally separate
from the Library, and the Library is not financially accountable for the Foundation. The
Foundation has been included because of the nature and significance of its relationship with
the Library. Complete financial statements can be obtained from the Foundation’s
administrative offices in Boston, Massachusetts.

Related Organizations

The Norman B. Levanthal Map Center, Inc., the Associates of The Boston Public Library, the
City-Wide Friends and the Friends of Branch Libraries, support library objectives and raise
funds for the Library. Currently, the Library’s accountability for these organizations does not
extend beyond receiving their support.

Implementation of New Accounting Principles

For the year ending June 30, 2017, the Library implemented the following pronouncements
issued by the GASB:

e GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans

e GASB Statement No. 77, Tax Abatement Disclosures

e GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer
Defined Benefit Pension Plans

e GASB Statement No. 80, Blending Requirements for Certain Component Units — an
amendment of GASB Statement No. 14

e GASB Statement No. 82, Pension Issues — an amendment of GASB Statements No.
67, No. 68, and No. 73

The implementation of these GASB Statements had no reporting impact for the Library.

Government-Wide and Fund Financial Statements
Government-Wide Financial Statements

The government-wide financial statements (statement of net position and the statement of
activities) report information on all non-fiduciary activities of the primary government (Library)
and its discretely presented component unit. Governmental activities are primarily supported
by contributions, intergovernmental revenues and investment income.
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NOTE 1

THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Government-Wide and Fund Financial Statements(Continued)
Fund Financial Statements

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.
Nonmajor funds are aggregated and displayed in a single column.

Measurement Focus, Basis of Accounting and Basis of Presentation
Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded when the liabilities are incurred. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

The statement of activities demonstrates the degree to which the direct expenses of a
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include the
following:

e Charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or segment.

e Grants and contributions that are restricted to meeting the operational requirements
of a specific function or segment.

e Grants and contributions that are restricted to meeting the capital requirements of a
specific function or segment.

Items not identifiable as program revenues are reported as general revenues.

The effect of interfund activity has been eliminated from the government-wide financial
statements.

Fund Financial Statements

Governmental funds financial statements are reported using the flow of current financial
resources measurement focus and the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e., measurable and available). Measurable means the amount of the transaction can be
determined and available means collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Expenditures are recorded when the related
fund liability is incurred, except for certain claims and judgments which are recognized when
the obligations are expected to be liquidated with current expendable available resources.
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NOTE 1

THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting and Basis of Presentation(Continued)

Fund Financial Statements (Continued)

Revenues are considered available if they are collected within 60 days after the end of the
fiscal year. Investment income is susceptible to accrual. Other receipts become measurable
and available when the cash is received and are recognized as revenue at that time.

Entittements and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria is met. Expenditure driven grants recognize revenue when the
qualifying expenditures are incurred and all other grant requirements are met.

The following major governmental funds are reported:

The general fund is used to account for and report all financial resources not accounted for
and reported in another fund.

The Foundation fund is a special revenue fund used to account for and report all financial
resources donated by the Foundation restricted for the betterment of programming support
and facility operations.

The nonmajor governmental funds consist of special revenue and permanent funds that are
aggregated and presented in the nhonmajor governmental funds column on the governmental
funds financial statements. The following describes the general use of these fund types:

Special revenue funds are used to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than
debt service or capital projects.

Permanent funds are used to account for and report resources that are restricted to the
extent that only earnings, and not principal, may be used for purposes that support the
government’s programs and benefit the government or its constituents.

Cash and Investments
Government-Wide and Fund Financial Statements - Library

Cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with an original maturity of three months or less from the date of
acquisition.

Investments are carried at fair value; with the exception of money market mutual funds which
are carried at amortized cost. Fair value is based on quotations from a national securities
exchange except for pooled funds and alternative investments, for which fair value is
determined as follows:
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NOTE 1

THE TRUSTEES OF THE
PUBLIC LIBRARY OF THE CITY OF BOSTON
(A COMPONENT UNIT OF THE CITY OF BOSTON)
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Investments (Continued)
Pooled Funds

The fair value of shares in managed investment pools is based on unit value reported by the
funds.

Alternative Investments

Alternative investments are recorded at fair value based on market values provided by
investment firms after consideration of pertinent information, including current financial
position and operating results, price-earnings multiples and available market prices of similar
companies’ securities, the nature of securities, marketability, restrictions on disposition and
other appropriation and do not necessarily represent amounts which might ultimately be
realized, since such amounts depend on future circumstances and cannot reasonably be
determined until individual securities are liquidated.

Government-Wide Financial Statements - Foundation

A hierarchy that prioritizes the inputs to valuation techniques used to measure fair value
establishes a framework for measuring fair value. The Foundation’s assets measured at fair
value as of June 30, 2017 are categorized as Level 1 in the fair value hierarchy. Level 1
assets represent valuation at unadjusted quoted prices for identical asset or liabilities in
active markets that the Foundation has the ability to access.

Common stocks, corporate bonds and U.S. government securities are valued at the closing
price reported on the active market on which the individual securities are traded. Mutual
funds are valued at the net asset value (NAV) of the shares held.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the
Foundation believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the
reporting date.

Accounts Receivable
Government-Wide and Fund Financial Statements

The recognition of revenue related to accounts receivable reported in the government-wide
financial statements and fund financial statements are reported under the accrual basis of
accounting and the modified accrual basis of accounting, respectively.

Intergovernmental

Various state and federal operating and capital grants are applied for and received annually.
For non-expenditure driven grants, revenue is recognized as soon as all eligibility
requirements imposed by the provider have been met. For expenditure driven grants,
revenue is recognized when the qualifying expenditures are incurred and all other grant
requirements are met.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable (Continued)

The Commonwealth’s Board of Library Commissioners (Board) has designated the Library
as the Library for the Commonwealth (LFC). Accordingly, the LFC’s operations are included
in the Library’s financial statements. The LFC provides reference and research services and
materials for the Commonwealth and retains personnel with expertise and bibliographic skills
needed to develop and provide access to reference and research collections.

The LFC operates under a cost reimbursement arrangement granted by the Commonwealth.
The LFC is assessed certain salaries and benefits, for reimbursement to the City of Boston,
and purchases books and related materials for the benefit of the Commonwealth.

Special Events

Special events receivables consist of amounts owed for events held at the Library, such as
weddings, parties, meetings and tours. Special events receivables are recorded in the fiscal
year the events are held.

Departmental and Other
Departmental and other receivables are recorded as receivables in the fiscal year accrued.

Contributions and Gifts

Contributions and gifts receivables are recorded as receivables in the fiscal year in which the
Library has met all the required conditions to which the contribution or gift is subject.

Interest and Dividends
Interest and dividends receivables consist of accrued investment income.

Pledges and Grants (Foundation)

Pledges are recorded as receivables in the year made. Grants are recorded as receivables
when the Foundation has fulfilled specific requirements. Pledges and grants scheduled to be
received over the next 12 months are reflected as current receivables while pledges and
grants scheduled to be received in subsequent years are reflected as long-term receivables
in the statement of net position and have been discounted to present value. All pledges are
considered to be available for unrestricted use unless specifically restricted by the donor.

Allowance for Uncollectible Amounts

The allowance for uncollectible amounts is estimated based on historical trends and specific
account analysis. Intergovernmental and interest and dividends receivables are considered
100% collectible. The allowance for uncollectible amounts for special events and
departmental and other receivables is immaterial and therefore not reported. The Foundation
did not recognize an allowance for doubtful accounts for pledges receivable as of June 30,
2017 since management deemed all pledges receivable to be fully collectible.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Restricted Assets
Government-Wide and Fund Financial Statements

Assets are reported as restricted when limitations on their use change the nature of the
availability of the asset. Such constraints are either externally imposed by creditors,
contributors, grantors, or laws of other governments, or are imposed by law through
constitutional provisions or enabling legislation.

Capital Assets
Government-Wide Financial Statements

Capital assets, which consist of land, buildings, machinery and equipment and furniture,
fixtures and improvements, are reported in the government-wide financial statements.

Capital assets are recorded at historical cost or at estimated historical cost if actual historical
cost is not available. Donated capital assets are recorded at the estimated fair market value
at the date of donation.

Purchases and construction costs in excess of $25,000 are capitalized at the date of
acquisition or construction, respectively, with expected useful lives of greater than two years
if titte/ownership of the underlying assets belongs to the Trustees. For such purchases
(including books and related) and construction costs for which the title/ownership of the
underlying assets belongs to the City of Boston, costs are not capitalized by the Trustees.

Capital assets (excluding land) are depreciated on a straight-line basis.

The estimated useful lives of capital assets are as follows:

Estimated
Useful
Life
Capital Asset Type (in years)
Buildings .......ccoooiiiiiii 40
Machinery and equipment...................... 3-10
Furniture, fixtures and improvements....... 5

The cost of normal maintenance and repairs that do not add to the value of the assets or
materially extend asset lives are not capitalized and are treated as expenses when incurred.
Improvements are capitalized.

Governmental Funds Financial Statements

Capital asset costs are recorded as expenditures in the acquiring fund in the fiscal year of
the purchase.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Works of Art and Historical Treasures

The Library maintains collections including art work, rare book collection and historical
treasures that have been purchased or donated. These items are preserved and cared for
and many are displayed in public exhibitions. The Library does not have a formal policy that
requires that proceeds from the sale of these items be used to expand the collections
through additional acquisitions. However, historically, the Library has not sold works of art
and historical treasures and as of June 30, 2017, the Library has no intention to sell its works
of art and historical treasures and not use the proceeds to either restore current holdings or
expand the collection through additional acquisitions. Therefore, in accordance with GASB,
the Library does not capitalize collections meeting all of the above factors.

Advance Deposits

Advance deposits consist of monies received in advance for special events held at the
Library and customer balances in the pay-for-print program.

Interfund Receivables and Payables

During the course of its operations, transactions occur between and within funds that may
result in amounts owed between funds.

Government-Wide Financial Statements

Transactions of a buyer/seller nature between and within governmental funds are eliminated
from the governmental activities in the statement of net position.

Fund Financial Statements

Transactions of a buyer/seller nature between and within funds are not eliminated from the
individual fund statements. Receivables and payables resulting from these transactions are
classified as “due from other funds” or “due to other funds” on the balance sheet.

Interfund Transfers

During the course of its operations, resources are permanently reallocated between and
within funds.

Government-Wide Financial Statements

Transfers between and within governmental funds are eliminated from the governmental
activities in the statement of net position.

Fund Financial Statements

Transfers between and within funds are not eliminated from the individual fund statements
and are reported as transfers in and transfers out.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Position and Fund Balances
Government-Wide Financial Statements (Net Position)

Net position is reported as restricted when amounts are restricted by outside parties for a
specific future use.

Net position has been “restricted” for the following:

“Nonexpendable” represents the principal value of amounts held in trust restricted by various
trust agreements.

“Expendable” represents the investment earnings on amounts held in trust which may be
expended in accordance with various trust agreements, amounts which may be expended in
accordance with various grant agreements, amounts committed to specific purposes by the
Trustees, the Foundation’s programs related to community outreach and Library support,
and other restrictions placed on assets from outside parties.

Governmental Funds Financial Statements (Fund Balances)

The following fund balance classifications describe the relative strength of the spending
constraints:

Nonspendable — represents amounts that cannot be spent either because they are in
nonspendable form (i.e., inventory) or because they are legally or contractually required to be
maintained intact (i.e., principal of permanent fund).

Restricted — represents amounts that can be spent only for specific purposes because of
constitutional provisions or enabling legislation or because of constraints that are externally
imposed by creditors, grantors, contributors, or the laws or regulations of other governments.

Committed — represents amounts that can be used only for specific purposes imposed by a
formal action (ordinance or resolution) of the Trustees, which is the highest level of decision-
making authority for the Library. Committed amounts may be established, modified, or
rescinded only through actions approved by the Trustees.

Assigned — represents amounts that do not meet the criteria to be classified as restricted or
committed but are intended to be used for specific purposes. In the general fund, assigned
amounts represent intended uses established by the Trustees or a Library official delegated
that authority by charter or ordinance.

Unassigned — represents the residual fund balance for the general fund and the negative
residual fund balance of any other governmental fund that cannot be eliminated by offsetting
assigned fund balance amounts.

In circumstances when an expenditure is made for a purpose for which amounts are

available in multiple fund balance classifications, fund balance is depleted in the order of
restricted, committed, assigned and unassigned.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investment Income

Excluding the permanent funds, investment income derived from major and nonmajor
governmental funds is legally assigned to the general fund unless otherwise directed by
Massachusetts General Law (MGL).

Use of Estimates
Government-Wide and Fund Financial Statements

The preparation of basic financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure for contingent assets and liabilities at the date of the basic financial
statements and the reported amounts of the revenues and expenditures/expenses during the
fiscal year. Actual results could vary from estimates that were used.

Total Column
Fund Financial Statements

The total column presented on the fund financial statements is presented only to facilitate
financial analysis. Data in this column is not the equivalent of consolidated financial
information.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The Library’s annual budget consists of two parts; its budget as a component unit of the City
and its annual budget as the Trustees of the Public Library. The Library’s annual budget as a
component unit of the City is prepared as part of the annual municipal budget process. Once
adopted, the budget may be amended pursuant to the supplemental appropriation process,
in which the Mayor submits such requests to the City Council for approval. The Library’s City
budget is not part of these financial statements. The Library’s annual Trustees’ budget is
prepared under the direction of the Library’'s management and Trustees. The Library’s
Trustees’ budget is included as an external fund budget in the City’s annual operating
budget.

DEPOSITS AND INVESTMENTS

Library

The municipal finance laws of the Commonwealth authorize the Library to invest temporarily
idle cash in bank term deposits and certificates of deposits, and treasury and agency
obligations of the United States government, with maturities of one year or less; U.S.
treasury or agency repurchase agreements with maturities of not more than 90 days; money
market accounts; and the state treasurer’s investment pool — the Massachusetts Municipal
Depository Trust (MMDT).
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DEPOSITS AND INVESTMENTS (CONTINUED)

Library (Continued)

The Library’s permanent funds (through various trust agreements) have expanded
investment powers, including the ability to invest in equity securities, corporate bonds and
other specified investments. Generally, the Library’s investment activities are managed
under the custody of the City Treasurer. The Library's investing of funds in its custody is
performed in accordance with investment policies approved by the Trustees. Certain
permanent funds have investments in a common fund where investments are pooled. The
pooled fund makes a distribution of its investment income to the various participating funds.
Participating funds may purchase or redeem units of the common fund based upon the
market value of the underlying investments held in the common funds.

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the Library’s
deposits may not be recovered. The Library does not have a policy for custodial credit risk of
deposits. As of June 30, 2017, $5,440,493 of the Library’s bank balance of $5,690,493 was
uninsured, uncollateralized and exposed to custodial credit risk.

Investments Summary

The Library’s investments at June 30, 2017 are presented below. All investments are
presented by investment type, with debt securities presented by maturity.

Investment

Maturities

(in Years)
Investment Type Total Amount Less Than 1

Debt Securities:

Money market mutual funds......... $ 2,799,356 $ 2,799,356
Fixed income mutual funds.......... 2,818,548 2,818,548
Total debt securities................. 5,617,904 $ 5,617,904

Other Investments:

Equity securities................co... .. 11,517,205
Equity mutual funds................... 3,064,457
Alternative investments............... 40,187,863

Total other investments............. 54,769,525
Total investments...................... $ 60,387,429
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DEPOSITS AND INVESTMENTS (CONTINUED)

Investments - Interest Rate Risk of Debt Securities

Interest rate risk for debt securities is the risk that changes in interest rates of debt securities
will adversely affect the fair value of an investment. The Library does not have a policy for
interest rate risk of debt securities.

Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty, the Library will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The Library’s policy is for all
investments to be insured, registered, or held by the Library’s agent in the Library’'s name. As
of June 30, 2017, the entire balance of investments are insured, registered, or held by the
Library's agent in the Library’s name and are not exposed to custodial credit risk.

Investments - Credit Risk of Debt Securities

Credit risk for debt securities is the risk that an issuer or other counterparty to a debt security
will not fulfill its obligations. The Library’s policy for investments in individual debt securities is
for all securities to be of investment grade (BBB rating or better).

As of June 30, 2017, the Library’s investments that are classified as debt securities
consisted entirely of mutual funds that were unrated by national credit rating organizations.
The Library’s investment in the IR&M Core Bond Fund, which is classified as an alternative
investment, consists of various fixed income and other debt security investments that are all
rated BBB or better by Moody’s and Standard and Poors.

Investments — Fair Value Measurements

The Library categorizes its fair value measurements within the fair value hierarchy
established by GAAP. The hierarchy is based on the valuation inputs used to measure the
fair value of the asset. Level 1 inputs are quoted prices in active markets for identical assets;
Level 2 inputs are significant other observable inputs; Level 3 inputs are significant
unobservable inputs.
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The Library has the following recurring fair value measurements as of June 30, 2017:

Fair Value Measurements Using

Quoted Prices in Significant
Active Markets for Other Significant
Identical Observable Unobservable
Fair Assets Inputs Inputs
Investment Type Value (Level 1) (Level 2) (Level 3)
Equity Securities:
Equity Mutual FUNdS............oviiiiiieeiii e $ 3,064,457 $ 3,064,457 $ - $
Other Equity SECUNIES.......oove i 11,517,205 11,517,205
Total Equity Securities 14,581,662 14,581,662
Debt Securities:
Fixed Income Mutual Funds................cceeeiiiiniinn. 2,818,548 2,818,548 -
Total Investments by Fair Value Level ................. 17,400,210 $ 17,400,210 $ - $

Investments measured at the net asset value (NAV)

CoreBond Fund..........coooiiiiii i 21,448,651
Private Equity FUNAS..........ccovviiiiiii e, 18,739,212
Total Investments measured at the NAV.............. 40,187,863
Total Investments measured at Fair Value ........... $ 57,588,073

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using
prices quoted in active markets for those securities.

The valuation method for investments measure at the net asset value (NAV) per share or its
equivalent) is presented on the following table.

Fair Unfunded Redemption Notice

Value Commitments Frequency Period

Core Bond FUNd (1)........coovveviereeeceeieeene e $ 21,448,651 - N/AY N/A®D

Private EQUity FUNAS (2) ....c.veeveieeeeeeeeeeeeeeea 18,739,212 - N/A® N/A®
Total Investments Measured at the NAV............... $ 40,187,863

(1) Core Bond Fund - This type includes 1 core bond fund that invests primarily in
investment-grade fixed income securities. The fair value of the investment in this type
has been determined using the NAV per share (or its equivalent) of the System’s
ownership interest in partners’ capital. This investment can be redeemed as needed, with
a redemption notice period of 4 days.

(2) Private Equity Funds - This type includes 2 private equity funds. One fund with an
approximate value of $6,233,000 invests to seek income and capital appreciation by
investing in equity and equity-linked securities of non-U.S. companies. The fair value of
the investment in this type has been determined using the NAV per share (or its
equivalent) of the System’s ownership interest in partners’ capital. The investment can be
redeemed as needed, with notice provided 5 days before the end of each month. The
other fund with an approximate value of $12,507,000 seeks to approximate, as closely as
practicable, before expenses, the performance of the S&P 500® Index over the long term
while investing in securities which meet certain social or environmental criteria. The fair
value of the investment in this type has been determined using the NAV per share (or its
equivalent) of the System’s ownership interest in partners’ capital. The investment can be
redeemed as needed within 2 days’ notice.
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Foundation
The Foundation’s investments at June 30, 2017 are comprised of the following:

Net
Fair Unrealized

Investment Type Cost Value Gain
Common StoCKS.......ccevvvvvvnnns $ 469,632 $ 528,769 $ 59,137
Mutual funds - equities............ 200,155 213,713 13,558
Mutual funds - fixed income...... 410,139 410,980 841
Mutual funds - combination....... 481,291 493,827 12,536
TotalS....cooov i $ 1561217 $ 1647289 $ 86,072

The following summarizes investment income for the fiscal year ended June 30, 2017:

Investment Type Amount
Interest and dividends................c....... $ 52,885
Net unrealized gains...................... 71,368
Netrealized gains...........cccoocvveinnnnn, 116,184
TOtAlS ... e $ 240,437

NOTE4 ACCOUNTS RECEIVABLE

At June 30, 2017, receivables for the individual major governmental funds and nonmajor
governmental funds in the aggregate, including the applicable allowances for uncollectible
accounts, are as follows:

Gross Allowance for Net
Amount Uncollectibles Amount
Receivables:
Intergovernmental - Library for the Commonwealth (LFC)..... $ 265052 $ - $ 265,052
SpeCial BVENES ... i ittt e e 89,164 - 89,164
Departmental and other.............ooviiiiiiiii e, 178,877 - 178,877
Contributions and giftS...........cvvviiiiiiiii 1,167,112 - 1,167,112
Interest and dividends.............coo i 11,195 - 11,195
$ 1,711,400 $ - $ 1,711,400
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Foundation

Pledges receivable are primarily from board members located throughout Massachusetts.
Management determined that discounting the balances was immaterial. Pledges receivable
at June 30, 2017 are as follows:

Net

Amount
Pledges Receivable:

Due WIithin 0N Year..........oiuii it e $ 51,050
Due within two-three years

NOTES5 CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2017, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land....o.ooeie e $ 150,000 $ - $_ (150,000) $
Capital assets being depreciated:
Buildings and improvements.................c.......... 771,997 - (771,997) -
Machinery and equipment..............c..covevvvnvnnnn. 2,087,976 - - 2,087,976
Furniture, fixtures and improvements................ 422,112 - - 422,112
Total capital assets being depreciated........... 3,282,085 - (771,997) 2,510,088
Less accumulated depreciation for:
Buildings and improvements........................... (455,157) - 455,157 -
Machinery and equipment.................ooeviinnnns (1,932,669) (52,646) - (1,985,315)
Furniture, fixtures and improvements................ (221,985) (52,374) - (274,359)
Total accumulated depreciation.................... (2,609,811) (105,020) 455,157 (2,259,674)
Total capital assets being depreciated, net............. 672,274 (105,020) (316,840) 250,414

Total governmental activities capital assets, net...... $ 822,274 $  (105,020) $ (466,840) $ 250,414

In July 2016, the Norwood Storage Facility, previously reported by the Library as $150,000 of
land and $771,997 of buildings and improvements on a cost basis, was sold for $2,500,000.

The proceeds from the sale were deposited to the City of Boston’s surplus asset fund as
agreed by the Trustees.
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DUE TO CITY OF BOSTON
The following represents a summary of amounts owed to the City at June 30, 2017:

Description Amount

Salary reimbursements - Library for the Commonwealth.... $ 138,081

Salary reimbursements - Other..............ccoccoeviiiiiiinnes 274,483

Collections of fiNeS..........cooeviiiiiiii 11,885

TOtAL. et $ 424,449
INTERFUND TRANSFERS

Interfund transfers for the fiscal year ended June 30, 2017 are summarized as follows:

Nonmajor Governmental Funds
Total
Library City Nonmajor

General Foundation Managed Managed Governmental
Description Fund Fund Funds Funds Funds

Annual 5% distribution to Library managed funds (1)..... $ - $ - $ 2323597 $ (2,323,597) $ -
Annual 5% distribution to general funds (1)................. 281,977 - - (281,977) (281,977)
To fund programs from Hearst/Humanities funds.......... 185,894 - (185,894) - (185,894)
To transfer donations to City Managed funds .............. - (2,000,000) - 2,000,000 2,000,000
Miscellaneous transfers.............ccoveviiiiiiiiiiiienns (117,763) - 29,957 87,806 117,763
Transfers, Net...........cccoooiiiii $ 350,108 $ (2,000,000) $_ 2,167,660 $ (517,768) $ 1,649,892

(1) Since fiscal year 2003, it is the Trustees’ policy to authorize the City to distribute 5% of
the Library's perpetual permanent fund balances (using a three-year average of market
values) to help fund the Library’s operations

PENSION PLAN AND OTHER POST EMPLOYMENT BENEFITS

Persons that perform services for the Library are employees of the City only. City employees
participate in the City’s retirement plan. The City is responsible for contributions to the State-
Boston Retirement System (the System), a cost sharing multiple-employer defined benefit
pension plan. The System provides retirement disability and death benefits to plan members
and beneficiaries. Chapter 32 of the MGL assigns authority to establish and amend benefit
provisions of the plan. The System issues a publicly available financial report, which can be
obtained through the State-Boston Retirement System, Boston City Hall, Boston,
Massachusetts.

In addition to providing pension benefits, the City is required to provide certain health care
and life insurance benefits for retired employees of the City. Substantially all of the Library’'s
employees may become eligible for these benefits if they reach retirement age while working
for the Library. Eligible retirees are required to contribute a specified percentage of health
care benefit costs which is comparable to contributions required from employees.
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PENSION PLAN AND OTHER POST EMPLOYMENT BENEFITS (CONTINUED)

In accordance with GASB Statement 45, Accounting and Financial Reporting by Employers
for Post-Employment Benefits Other than Pensions, no liability has been recorded on the
Library’'s financial statements since the City has not allocated any portion of other
postemployment benefit liabilities to the Library as of June 30, 2017.

RISK FINANCING

The Library is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the Library
carries commercial insurance. For the previous three years, coverage has remained
consistent and there were no losses which exceeded coverage.

RELATED PARTY TRANSACTIONS

The Library receives support from the City as a component unit. This support is received for
expenditure assistance and various programs. Per a mutual agreement with the City,
appropriations for salary and retirement expenses and general and administrative expenses
of the Library have been omitted from these basic financial statements, as those costs are
included in the City’s budget. Capital asset purchases made by the City for the benefit of the
Library, the value of the main Library buildings and its land, have also been excluded from
these basic financial statements. All of the aforementioned amounts, and the related
receivables and accruals, appear in the audited financial statements of the City.

CONTINGENCIES

Various legal actions and claims are pending against the Library. Litigation is subject to
many uncertainties, and the outcome of individual litigated matters is not always predictable.
Although the amount of liability, if any, at June 30, 2017, cannot be ascertained,
management believes any resulting liability should not materially affect the financial position
of the Library at June 30, 2017.

On October 26, 2016, the Board of Directors of the Foundation voted to transfer substantially
all of the Foundation’s assets to the Library subject to all applicable donor restrictions upon
the use of all transferred assets and following receipt of all necessary approvals from the
Office of the Massachusetts Attorney General and the Massachusetts Supreme Judicial
Court. The Foundation does not know with certainty the exact timing of such remaining
transfers, but the asset transfers are at the sole discretion of the Foundation. The
Foundation expects that any remaining activities will be very minor in nature and relate
almost exclusively to administrative activities. It is likely the Foundation will cease all
operations at a future date.
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