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INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

East Hampton Library

159 Main Street

East Hampton, New York 11937

We have audited the accompanying basic financial statements of the East Hampton Library as of
and for the year ended December 31, 2007, as listed in the table of contents. These basic
financial statements are the responsibility of the East Hampton Library management. Our
responsibility is to express an opinion on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion,

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of East Hampton Library, as of December 31, 2007, and the
changes in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The required supplemental information listed in the financial section of the
table of contents is presented for purposes of additional analysis and are not a required part of the
basic financial statements of the East Hampton Library. This information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The management discussion and analysis included in the financial section of the table of contents
is presented for the purpose of additional analysis and is not a required part of the basic financial
statements of the East Hampton Library. We did not examine this data and accordingly, do not
express an opinion thereon.

Joileenr 4 Citates?

Certified Public Accountants

March 28, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Using This Annual Report

This annual report consists of three parts- management's discussion and analysis (this
section), the basic financial statements, and required supplementary information. The basic
financial statements include information that presents two different views of the Library:

e The first five columns of the financial statements include information on the Library
funds under the modified accrual method. These Fund Financial Statements focus on
current financial resources and provide a more detailed view about the accountability of
the Library’s sources and uses of funds.

The adjustment column of the financial statements represents adjustments necessary to
convert the fund financial statements to the government-wide financial statements under
the full-accrual method.

¢ The government-wide financial statement columns provide both long-term and short-term
information about the Library’s overall financial status. The statement of net assets and
the statement of activities provide information about the activities of the Library as a
whole and present a longer-term view of the Library’s finances. These statements tell
how these services were financed in the short term as well as what remains for future

spending.

The financial statements also include notes that explain some of the information in the
financial statements and provide more detailed data. The statements are followed by a section of
required supplementary information that further explains and supports the information in the
financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Condensed Financial Information:

The table below compares key financial information in a condensed format between the current
year and the prior year, in thousands of dollars:

Increase
2007 2006 (Decrease)
Current assets $ 4802 $ 4,69 5 106
Capital assets 3,389 3,483 (94)
Total Assets 8,191 8,179 12
Long-term debt 0 0 0
Other liabilities 64 74 (10
Total Liabilities 64 74 (10)
Net Assets:
Invested in capital assets, net of debt 3,389 3,483 (94)
Restricted by donors for specific purposes 3,640 3,666 (26)
Unrestricted 1,098 956 142
Total Net Assets $ 8127 § 8,105 $ 22
Revenue:
Tax revenues $ 1,079 $ 1,079 § 0
Bequests, gifts and donations 348 257 91
Investment income (loss) 125 560 (435)
Other income 211 155 56
Total Revenue 1,763 2,051 (288)
Expenses - Library services 1,742 1,678 64
Change in net assets $ 21 § 373 § (352)
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

The Library As A Whole

The Library’s net assets increased by $21,122 this year. This increase is detailed within
the Statement of Activities and Governmental Fund Revenues, Expenditures, and
Changes in Fund Balance on pages ten and eleven.

The Library’s primary source of revenue is from property tax related items, which
represents 61 percent of total revenue.

As is typical of service agencies, salaries and benefits are a significant expense of the
Library, representing 61 percent of the Library’s total expenses (as per the Statement of
Activities).

The Library Funds:

Our analyses of the Library’s major funds are included in the first five columns of pages

8 through 11 on the respective statements. The fund columns provide detailed information about
the most significant funds — not the Library as a whole. The Library Board has the ability to
create separate funds to help manage money for specific purposes and to maintain accountability
for certain activities. The Library’s major funds consist of the General Fund, the Capital Fund,
the Long Island Collection Fund and the Permanent Fund.

Budgetary Highlights:

The following are explanations for the significant variations between the Library’s final

budget and the actual results of the General Fund:

In total, the favorable budget variance for library revenues of $23,703 is primarily
attributable to more fundraising revenue than anticipated and the realized and unrealized
gain on the Library investments which are not budgeted since they are not a guaranteed
revenue source.

The unfavorable budget variance in the bequest, gifts and donation budget line was
solely due to the fact that gifts that were traditionally placed into the General Fund were
deposited into other funds because of spending restrictions that were attached to the
gifts.

In total, salaries and employee benefits was over spent by $32,230. The majority of this
unfavorable variance is due to health insurance, which was under budgeted.

BALDESSARI & COSTER LLP



MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

* Although there are variances in the individual budget lines, these differences largely
offset one another. Overall, the total expenditures within the library material and
program budget lines are very close to budget. The change in spending was primarily
driven by the public desire for one product or program over another. The over
expenditure in the adult programs budget line was offset by the favorable variance
within the program revenue budget line.

e The budget lines for publicity and for society membership/fundraising were both under
spent simply because less expenditures were required than originally anticipated.

e The professional fee budget line was over spent because fees for pension consultation
and investment advisory services were not budgeted for.

e The budget line for utility costs was over spent due to the increase in rates.

e The budget line for contract services was under spent because expenditures for rug and
floor cleaning, computer maintenance and gutter cleaning had been planned but were
not made.

e Total capital outlay was over spent by $37,421. This was due to the fact that the Library
did not include these expenditures in their operating budget. The Library did anticipate
making the majority of the expenditures, but in an effort to keep taxes at a minimum the
Library planned on using prior year surplus to fund these costs.

Capital Assets and Debt Administration:

Capital outlay totaled $51,511 for the current year. The majority of the expenditures
(826,132) were for building improvements such as HVAC, electrical upgrades and ($14,090) for
construction in progress. The remaining capital outlay expenditures were primarily for furniture
and computer equipment.

The Library does not have any long-term debt.

? BALDESSARI & COSTER LLP
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EAST HAMPTON LIBRARY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 1: Summary of Significant Accounting Policies

The accounting policies of East Hampton Library conform to accounting principles
generally accepted in the United States of America as applicable to governmental units.
Accordingly, in June 1999, the GASB issued Statement No. 34, Basic Financial Statements —
and Managements Discussion and Analysis — for State and Local Governments. Some of the
significant changes in the statement include the following:

e A management’s Discussion and Analysis section providing an analysis of the Library’s
overall financial position and results of operations.

e TFinancial statements prepared using full accrual accounting for all of the Library’s
activities.

e A change in the fund financial statements to focus on the major funds.

The following is a summary of the significant accounting policies:

A. Reporting Entity:  The East Hampton Library is an exempt organization under
section 501 (c) (3) of the Internal Revenue Code. Founded in 1897, the Library
was established to provide educational and cultural assistance and now serves the
East Hampton, Wainscott and Springs school districts. The Library Board of
Managers is responsible for the approval of the proposed annual budget and
oversight of the Library management’s control and disbursement of funds and
maintenance of assets. The Library’s management is solely responsible for day-
to-day operations.

B. Management Focus, Basis of Accounting and Financial Statement
Presentation:  The Library’s basic financial statements include both
government-wide (reporting the Library as a whole) and fund financial statements
(reporting the Library’s major funds).

Government-Wide Financial Statements: The Government-wide financial
statements (i.c. the statement of net assets and the statement of activities) are
reported using the economic resources measurement focus and the accrual basis
of accounting. Revenue is recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are applicable. Grants
and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

The Statement of net assets includes and recognizes all long-term assets and
receivables as well as long-term debt and obligations. The Library’s net assets are
reported in three parts- invested in capital assets, net of related debt; restricted net
assets; and unrestricted net assets.

b BALDESSARI & COSTER LLP



NOTE 1:

EAST HAMPTON LIBRARY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

Summary of Significant Accounting Policies (continued)

Management Focus, Basis of Accounting and Financial Statement
Presentation: (Continued)

Fund Financial Statements: = Governmental fund financial statements are
reported using the modified accrual basis of accounting prescribed by the
Governmental Accounting Standards Board and the State of New York’s
Department of Audit and Control, Division of Municipal Affairs. Under this
method, revenues are recognized in the period in which they become both
measurable and available. Fees and other income items other than interest income
are recorded when received in cash. Expenditures are recognized in the period in
which the liability is incurred. However, debt service expenditures are recorded
only when a payment is due.

The Library reports on the following funds:

General Fund: This fund is established to account for resources devoted to the
general services that the Library performs for its taxpayers. General tax revenues
and other sources of revenues used to finance the fundamental operation of the
Library are included in this fund. The investment activity of the accounts known
as the “Burack Account”, “Contingency Account”, “Operating Account”,
“Whipple Account” and the “Kate Cameron Account” are included in this fund.

Capital Fund: This fund is established to account for resources devoted to the
renovation and improvement of the Library building. The investment activity of
the account known as the “Long Range Capital Account” is included in this fund.

Long Island Collection Fund:  This fund is established to account for
resources devoted to the acquisition and maintenance of Long Island and East
Hampton historical documents. The investment activity of the account known as
the “L.L Collection Account” is included in this fund.

Permanent (Endowment) Fund: This fund is established to account for
resources donated to the Library where either the principal donation and/or the
income generated by such donation has been earmarked for a specific purpose.
The investment activity of the accounts known as the “Restricted Book Account™
and the “Donor Restricted Account” are included in this fund.

Budgetary Accounting:  Formal budgetary accounting is employed as a
management control of the general fund. Expenditures are compared to actual
results in the report.

BALDESSARI & COSTER LLP
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EAST HAMPTON LIBRARY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007
NOTE 1: Summary of Significant Accounting Policies (continued)
D. Use of Estimates: The preparation of financial statements in conformity with

generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statement
and the reported amounts of revenues and expenditures during the period. Actual
results could differ from those estimates.

E. Donated Services: No amounts have been reflected in the financial statements
for donated services. The Library generally pays for services requiring specific
expertise. However, many individuals volunteer their time and perform a variety
of tasks that assist the Library with specific activities, special events, and various
Board assignments.

F. Capital Assets:  Capital assets are defined by the Library as assets with an
initial cost of $500 or more and an estimated useful life of more than two years.
Such assets are recorded at historical cost or estimated historical cost. Donated
assets are reported at estimated fair market value at the date of donation.
Additions, improvements, and other capital outlays that significantly extend the
useful life of an asset are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. Library materials are not capitalized.
Depreciation on all assets is provided on the straight-line basis over the following
estimated useful lives:

Buildings 40 years
Improvements 40 years
Permanent fixtures 20 years
Furniture 7 years
Computers and other equipment 5 years

NOTE 2: Concentration of Credit Risk

The Library maintains all of its cash balances at three banks and one brokerage house. At
year end, the Library’s carrying amount of deposits (excludes cash on hand) was
$483,119 and the bank balance was $528,677. Of the bank balance, $118,723 was
covered by federal depository insurance. Although none of the remaining balance
(3409,954) was collateralized, it was covered by the S.I.P.C.

14 BALDESSARI & COSTER LLP



EAST HAMPTON LIBRARY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE 3: Cash and Cash Equivalents

The Library has defined cash and cash equivalents to include cash on hand, demand
deposits, certificate of deposits and short-term investments with a maturity of three
months or less.

NOTE 4: Inventory

Inventory consists of books, videos, maps and posters relating to East Hampton’s past
that the Library holds for resale. Inventory is stated at the lower of cost or market,
determined by the first-in, first-out method.

NOTE 5: Marketable Securities

As per Financial Accounting Standard number 124, investments have been recorded on
the financial statements at their fair market value. As of December 31, 2007 the
investments in marketable securities consisted of the following:

Fair Market Value Total
Equity Corporate  Treasury Cost
Securities Bonds Obligations Total Basis
Marketable Securities:
General Fund:
Burack account $ 49,344 $ 0% 47,920 $ 97,264 $ 86,641
Contingency account 46,334 69,970 0 116,304 105,647
Whipple account 355,206 121,621 89,522 566,349 504,138
Kate Cameron account 4,143 0 0 4,143 4,360

Capital Fund:
Long Range Capital account 33,852 31,989 0 65,841 51,358

Long Island Collection Fund:

L.I. Collection account 235,615 87,627 59,681 382,923 312,295
Permanent Fund:
Restricted Book account 46,179 19,764 14,920 80,863 78,209
Donor Restricted Account 1,464,372 1,171,161 250,723 2,886,256 2,028,716
Total $ 2,235,045 § 1,502,132 § 462,766 $ 4,199,943 § 3,171,364
15 BALDESSARI & COSTER LLP



