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Below are some of the highlights of the committee’s meeting activities during this Midwinter Meeting. Additionally, on January 23, the Finance and Audit Committee met jointly with the Budget Analysis and Review Committee (BARC) and discussed the following:

FY 2009 1st Quarter Financial Report – EBD #14.5 (BARC #5.6)
G. Calloway summarized for the committee the results for the first quarter period ending 11-30-08. Total ALA (all combined funds) revenue of $11,115,415 is $266,617 lower than budget. The General Fund revenue of $4,764,801 is $649,780 lower than budget due in part to Publishing and Member Programs and Services.  Division revenues are 1% or $16,171 lower than budget and Grants and Awards are $406,309 more than budget year-to-date.  Investment interest and dividends are more than budget by $7,889 reaching $222,025 year- to-date.
Total ALA expenses of $12,642,767 are 6% or $780,392 lower than budget. The General Fund expenses of $6,093,979 are $658,210 or 10% less than budget.  Note: the General Fund expense budget has been reduced by 3% due to expected revenue shortfalls.  Divisions are $464,567 lower than budget.  Grants and Awards are $406,309 more than budget due primarily to timing.

Cash and short-term investments are $19,253,041 as compared to $21,318,442 last year due to lower deferred revenues and higher property, plant and equipment in FY 2008.  The Long-Term Investment Fund is $22,617,368 as compared to the $31.3 million balance at November 2007. 
Total ALA net assets are $9,051,965 or 27% lower than November last year, totaling $24,106,778, due primarily to the loss in value in long term investments.

FY 2010 Budget Guidelines (BARC Info #5)
The Finance and Audit committee along with BARC discussed the budget planning strategies for FY 2010 and the guidelines provided to ALA unit managers.  Several key elements were noted:

▪ ALA is entering the fifth year of the ALAhead to 2010 strategic plan

▪ The FY 2010 budget is being prepared with a zero percent increase over the FY 2009 approved budget, including the carry forward of the 3% reduction factored in the FY 2009 budget

▪ The preliminary plan for compensation adjustment is 2.5% (2.0% merit and .5% individual incentive), but the ability to support will be evaluated

▪ Contingency plans for managing expenses in the face of declines of revenue in FY 2009 and FY 2010 are being put in place with a priority assigned to the sustenance of member services

Proposed Presidential Initiatives Budget – EBD #3.7 (BARC #15)

The Finance and Audit committee reviewed with BARC the presidential initiatives proposed by president-elect Camila Alire and the focus on continuing advancement of the advocacy agenda.  Finance and Audit, along with BARC support the presidential initiatives.
Action:
It was moved and passed that BARC and Finance and Audit approved the proposed presidential budget, 2009-10.

Electronic Participation (BARC Info #7)
The Finance and Audit committee received and reviewed the full report that was expected to go to Council at this Midwinter Meeting. Based on discussions with BARC it was clear that many of the recommendations would have a financial impact on the Association. At this stage the question is to what degree electronic member participation should take in conjunction with other priorities within the Association. The general consensus was that any additional member participation within the current meeting structure was desirable. Expansion beyond that structure would have impacts that would require a great deal of study. As there is no funding for this new initiative, it will have to be prioritized with other ongoing and new requirements.

BARC expects to play a critical role in addressing the issues in the report and the underlying issues that were not addressed and the impact on one of ALA’s core business revenue – Meetings and Conferences.
Endowment Trustees Report – EBD #13.4

2008 Calendar Year Results
On behalf of the ALA Endowment Trustees Dan Bradbury – Senior Trustee – reported to the committee on the performance of the endowment fund for the period ending 12-31-09. He noted that the market was abysmal by any measure. Additionally, that circumstances where such i.e. credit crisis, liquidity issues, falling stock and home values, that even if you owned good solid companies you suffered. In other words, there was no place to hide. For the year the ALA endowment reflected a loss of $7.8 million or -$24.1%. This compares to its index of -22.7%. Despite the loss the endowment’s performance was much better than the market as a whole where losses of 30% - 65% were reported around the world. All the managers with the exception of Pimco – Fixed Income manager – reported losses. Pimco reported a gain of 2.2%. At this point it was noted that it was the asset allocation strategy used by the Trustees that mitigated the potential loss. Beginning in the late stages of 2006 the Trustees began the process of reallocating funds from other managers into fixed income in order to operate closer to its maximum range. 

This strategy helped mitigate even greater losses.

He also discussed the recent changes to the investment policy. During the fall meeting, ALA’s investment advisor made a presentation to the Executive Board in order to allow the Trustees to utilize additional asset classes, which includes alternatives, as appropriate opportunities presented themselves. Since receiving approval to change the policy, the Trustees have hired two new managers – Lord Abbett (Convertible Bonds) and Invesco (REIT) – and funded them at $250,000 each. It was noted that the funds resulted from rebalancing, which reduced Pimco holdings by $1.0 million. The additional $500,000 will be dollar cost averaged to other managers over the next few months. The Trustees will continue their discussions on the future use of alternatives and will proceed cautiously.
Indirect Cost Study Assumptions – EBD Info #1

The indirect cost study assumptions for the 2008 study were provided as information. The study will be conducted in the same manner as the 2007 study. The most significant changes were a reminder that all building related expenses, which include the Washington Office, will be housed in the Plant Fund in order to capture all building related costs. Additionally, the expenses related to the new Library Advocacy Office will be included as part of the study. The document goes on to summarize the sources of the information used in the study i.e. 2008 Audit report and internal performance reports etc., the allocation methods to be used and timeline.
FY 2008 Audit Report – EBD #4.9

The committee met with Susan Jones, Partner of Ernst & Young, to review the findings of the FY2008 audit report. It was reported that ALA received an unqualified opinion, which is the highest that can be received.
Action:
The Finance & Audit committee recommends to the Executive Board approval of the Ernst & Young preliminary draft audit report provided that there are no material changes as reflected in the 2008-2009 EBD #4.9.

Controller’s Report – EBD #4.10

ALA Controller, Russ Swedowski, presented the Controller’s report which included the current status of the inventory, credit & collections and cash and short-term investments.

Inventory – Inventory levels at 11-30-08 for ALA Editions and Products & Promotions were $666,573 and $631,703 respectively. The ALA Editions inventory reflects a $35,000 valuation for the 11th edition of Guide to Reference books. The largest items in the inventory for Products & Promotions are the “Read” products (42) valued at $82,000.                  

The excess and obsolete inventory reserves for ALA Editions and Products & Promotions were $334,000 and $115,000 respectively, which are appropriate. To date there has been $13,264 (Editions) and $30,315 (Products & Promotions) of destruction of excess or obsolete inventory. Testing of reserves was performed as part of the year end closing process, which resulted in a reduction in reserves of $7,500 in Graphics and $58,900 in ALA Editions.

Credit and Collections – As of 11-30-08 trade receivables totaled $1.9 million as compared to $2.0 million. Trade receivables in the 150+ day category increased to $235,439 compared to $165,552 in FY07.  The increase is a result of various Midwinter exhibitor billings that are outstanding.
Cash Management and Bond Fund – As of 11-30-08 the balance for cash and short-term investment was $19.3 million due in large part to higher deferred revenue related to Meetings & Conferences/Grants & Awards. This compares to $21.3 million last year. Year to date interest income is $222,025, which is $7,889 more than the budget of $214,136 and $44,302 more than last year. The Nueberger Berman bond fund balance is $14.8 million, which includes a transfer of $2.0 million from operating cash in August 2008. This investment has generated over $7.2 million in interest income since December, 1991 and a cumulative net realized loss of $95,610. 

Accounting for Uncertainty in Income Taxes – For the FY08 audit ALA adopted the provisions of FIN 48 – an interpretation of FASB statement # 109. FIN requires uncertain tax positions to be more likely than not to result in a benefit before it can be recorded in the financial statements. Adoption of FIN 48 did not have an impact in the financial statements
FY 2009 Capital Requests – Revised (BARC #18.3)

G. Calloway summarized for the committees the revised total for FY09 capital requests. The revised total now includes provisions for the CHOICE building ($2.5 million) and Publishing Work-in-Progress (WIP). These actions were taken to better reflect nature of the activity. There was also some discussion on the planned unit moves and space utilization on the 7th floor. The FY09 budget will allocate some funds for the initial moves with all the moves to be completed over several fiscal years. 
Action:

The Finance & Audit committee recommend to the Executive Board approval of the FY 2009 revised Capital Expenditures budget.
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