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It is my pleasure to present the report of BARC’s activities since the Annual Conference in Anaheim, CA. The Budget Analysis and Review Committee (BARC) met on October 21 -22, 2008 at ALA headquarters.
In the course of addressing the business issues facing the Association, the committee discussed a wide range of topics. Some of the more important topics included the following:

· FY 2008 Budget Review, 2nd Close Results – BARC #5.2

· FY 2009 Budget Update – BARC #25

· Strategic Financial Planning 
· Discussion of the Financial Impact of Electronic Member Participation – BARC #19
· Update on the Choice Property Purchase

· Budget Process Overview
· PBA and Finance Workshop Restructuring and  Content

· Meeting Schedule Changes

FY 2008 Budget Review – BARC #5.2
G. Calloway provided the committee with a review of the fiscal year end results based on the 2nd close results. He noted that we are in the middle of the closing process and that the auditors will be in the offices to conduct the audit the week of November 17th. 
Total ALA - Total ALA revenues for the period were $56.4 million, which is 3% or $1.2 million more than budget of $54.6 million. This compares to $47.8 million last year. Accounting for most of the overage against budget was Grants & Awards ($3.6 million) due to the addition of several grants such as NEH Picturing America, Ben Franklin, WTP Created Equal and the Gates E-Rate program.  Total ALA expenses for the period were $53.8 million compares to $46.2 million last year. This was 1% or $398,000 more than budget. 

General Fund - General Fund revenues for the period totaled $28.0 million and were 4% or $1.3 million less than budget of $29.3 million.  General Fund revenues did however meet projections, which were reviewed at the Annual Conference. Publishing revenue accounted for most of the change at $12.1 million, which was $747,000 or 6% less than budget of $12.8 million. Revenue from Editions was under budget by $350,000 at $2.7 million, while booklists was under budget by $174,000 at $4.9 million. Major impacts were the delay in Guide to Reference and only 18 ALA Editions titles were published during the year. Despite the lower generated revenue, Publishing was able to meet its budgeted net revenue. Membership Programs and Services were also down during the year by $483,000 or 5% at $9.1 million. Much of this shortfall was related to the annual conference which reported revenue of $5.8 million or $508,000 less than budget of $6.3 million. Dues essentially met its budget at $5.6 million or $15,000 under budget. It should also be noted that ALA ended the fiscal year with a record level of total members at 66,624. Membership seems to be on target with total membership at 66,624, an increase of 1,895 over last year. Membership growth is being realized in most divisions, roundtables and the student category. General Fund expenses for the period totaled $27.3 million, which was 6% or $1.9 million less than budget of $29.2 million.  The largest savings was in ALA Editions ($410,000), Booklists ($157,000), Annual Conference ($281,000) and ITTS ($217,000). It should be noted that because of the lower than expected revenue from Publishing and Conferences, ALA’s overhead recovery of $7.6 million was under budget by 2% of $116,000.
Based on the preliminary 3rd close, G. Calloway estimates that the net income will be about $500,000. At this point, because of the potential net income management is recommending award of an Organizational Incentive.. The following action was taken:

BARC recommends to F&A the authorization (allocation) of $100,000 for an employee organizational incentive with the stipulation that the 3rd Close results have over $250,000 in revenue over expenditures.

FY 2009 Budget – BARC  #25
G. Calloway highlighted for the committee changes to the FY09 budget since the Annual Conference. It was noted that the economy has taken a turn for the worse and that the library community is already experiencing negative impacts. As a result, management made several  adjustments to the budget to reduce both revenue and expenses. Some of the changes include the following:
· Revised MW and AC revenue targets
· Reduced GF expenses by 3%, excluding Publishing and Conferences

· Adjusted LTI balances as of 7-31-08

· Incorporated approved grants received after AC

· Modified Division budgets based on their board’s recommendations

· Establishment of ALTAFF as a division

· Incorporated electronic balloting and the subsequent reduced costs
After a great deal of discussion the following action was taken:
BARC recommends to F&A approval of 2008-09 BARC #25.
The BARC #25 document included the following actions with the understanding that expense cuts exceeded the revenue adjustments and that staff will monitor the budget and make further adjustments if necessary:

BARC recommends to the Executive Board approval of the Final FY 2009 General Fund Budgetary Ceiling of $30,064,112 including a $1,770,556 net asset transfer to offset the Plant Fund net operating expenses.

BARC recommends to the Executive Board approval of the Final FY 2009 Divisions Budgetary Ceiling of $25,159,147.  BARC recommends to the Executive Board the addition of 3.9 FTEs to Divisions in FY 2009, .4 FTE for ACRL, 1.0 FTE for AASL, 1.0 FTE for YALSA, and 1.5 FTE for ALTAFF. 

BARC recommends to the Executive Board approval of the Final FY 2009 Round Tables Budgetary Ceiling of $1,110,275.

BARC recommends to the Executive Board approval of the transfer from Round Table operating fund balance to Long Term Investments of $49,999 for EMIERT.

BARC recommends to the Executive Board approval of the Final FY 2009 Grants and Awards (Restricted Fund) Budgetary Ceiling of $12,255,773.

BARC recommends to the Executive Board approval of the Final FY 2009 Long Term Investment Fund (Endowment Fund) Budgetary Ceiling of $824,876 including $157,766 capital gain to be allocated for funding the ALA Spectrum Initiative and a transfer of $211,542 interest and dividends from the Endowment Fund to the General Fund in accordance with Policy 8.5.1.

BARC recommends to the Executive Board approval of the transfers from Division operating fund balances to Long Term Investments of $324,000; ACRL $100,000, AASL $50,000, RUSA $50,000, LITA $50,000, ALSC $49,000, and YALSA $25,000.

BARC recommends to the Executive Board approval of the Final FY 2009 total ALA Capital Budget of $1,635,535.

BARC recommends to the Executive Board approval of the Final FY 2009 General Fund Small Division allocation of $135,720 - $40,362 for ASCLA and $95,358 for ALTAFF based on FY 2008 budget figures for ALTAFF.

BARC recommends to the Executive Board approval of a 2.5% compensation adjustment to base salary and a .5% individual incentive with a fiscal year impact of $445,000 in FY 2009.

BARC recommends to the Executive Board approval of the Final FY 2009 Total ALA Budgetary Ceiling as follows:

General Fund

            $ 30,064,112

Division Fund

   25,159,147

Round Tables

     1,110,275

Grants & Awards

   12,255,773

Long Term Investment
        824,876
                  
TOTAL
$ 69,414,183




Strategic Financial Planning Discussion 
Relative to the factors that are expected to impact the FY09 budget the committee also felt that the impact could and would be felt for some time to come. Taken in the context that revenues from ALA’s revenue producing units – Publishing and Conferences - have been generally flat for the last few years, new revenue sources are imperative. BARC discussed with ALA management current efforts at the Association to seed and incentivize entrepreneurial and resource attraction strategies under the internal grant process and 2010 project initiatives. Several conceptual models were discussed. One model suggested four scenarios: current products/services to current markets, new products/services to current markets, current products/services to new markets, and new products/services to new markets. The availability of risk capital and focus on business planning will be essential. A long-term financial planning model was presented which looks back and ahead five years at trends and projections. A model process for conference planning was received which included strategies for managing costs and increasing revenue. BARC will focus on raising the level of understanding, commitment, and involvement across the Association, and the strategic planning process will be a critical forum for focus on new business development at ALA. 
Electronic Member Participation BARC #19
As a member of the task force addressing this issue, C. Kratz was asked to update BARC and provide some guidance on what was expected from the BARC discussion. It was noted that task force has done a great deal of work on this subject and it is now in a position to request that some financial implications be considered. After reviewing the document the committee identified   approximately six recommendations that likely would have a financial impact. There are 1,6,7,9,10, and 11. It was suggested that the recommendations may need to be prioritized by the task force. Staff feels comfortable that it will have generated enough financial information and options related to the listed recommendations to be in a position to discuss with the Executive Board by the Midwinter Meeting. A full discussion with the Council should be possible by the Annual Conference. Cost will be a major consideration as to whether ALA will be in a position to move forward on any of the recommendations. A number of points were made that will need to be considered as we move forward. One is the contract that governs the conference and the convention center. There maybe limitations as to what ALA can do as a result of the contract. Additionally, as there is no funding for this new initiative, it will have to prioritize with other ongoing and new requirements.
Budget Process Overview
M. Ghikas lead the committee through a discussion of a draft of budget development guidelines. It was noted that there was a good deal of input from all quarters of the Association in putting the document together. The draft document has been distributed to the Division Executive Directors. The document is structured in the same way that budgets are handled at ALA with essentially three budgets being handled at one time i.e. prior year end results, the current fiscal year and the upcoming fiscal year development. The document details the timeline of the budget year, the context i.e. roles/responsibilities/structure of organization/financial framework etc. and reference sources and materials. Due to the comprehensiveness of the document, it was felt that this would make a good tool for the financial workshop. 
Update on Choice Property Purchase
G. Calloway updated the committee on the progress of the Choice property purchase. He noted that the expected move in date is 11-15-08. The expected close with the seller is 10-29-08 preceded by securing a $2.0 million loan from the Bank of America. It was noted that there has been a good deal of effort to make the facility energy efficient and environmentally sound, particularly on the interior, which should go a long way toward holding down operating costs. The space is such that Choice will realize a great deal of utility with its office and meeting space.
Meeting Schedule Changes

In an effort to be as efficient as possible with everyone’s time at the Midwinter Meeting, the committee reviewed the schedule to see where modifications could be made. It was decided that BARC, F&A and APA will now meet on Friday from 12:00 PM – 2:30 PM. This would eliminate the scheduled Tuesday (1/27/09) joint meeting from 1:00 PM – 3:30 PM. This also has the benefit of solving the lost meeting day beginning at the 2010 Midwinter Meeting. BARC members have been made aware of the possibility of some Council action coming their way after Council II. As such they will be prepared to meet in some capacity if necessary.  Additionally, F&A will extend the meeting an additional hour on Monday (1/26/09) from 7:30 AM – 10:00 AM. 
Finance Workshop

The workshop is viewed as ALA’s educational opportunity for those members interested in how ALA’s finances work, as well as, those member leaders who are new to their positions of financial responsibility. The feedback from previous sessions suggested that a change needed to be made in how the session was structured and the material presented. As a result the session will be shortened from three hours to two hours. There will be breakout sessions to address the operating agreement/indirect costs and budget/financial issues with the Divisions. There will be a separate break out session for Roundtables. A major topic to be covered will be the document on the budget process.
Planning and Budget Assembly 

The committee discussed the structure of the PBA meeting. The attendees include divisional, round table, council and committee representatives. The purpose of this meeting is to begin the clarification of the budget work of the Association that reaches beyond the current fiscal year. The formal program will include the following:

· President Elect’s Camila Alire’s President’s program
· An FY09 financial update 

· An economic environmental scan

· Strategic planning - 2015
· New business strategy
It is envisioned that will PBA gives the attendees a venue for open and honest discussion of issues facing the Association, the profession and libraries. It also provides the ability to pick up on all the topics discussed and give them an opportunity to further spread the buy-in outside of the meeting room i.e. other constituents.
Acknowledgement

The BARC committee would like to thank the Finance staff, Greg Calloway, Keith Brown, Sandy Lee and Elaine Klimek for their outstanding work and support in preparing this committee for the work that it addressed during these two days of meetings. The chair would also like to thank Keith M. Fiels and Mary Ghikas for their insightful and helpful input and participation.
Respectfully submitted,

James Neal, BARC Chair

Tyrone Cannon

Audra Caplan

Norman Eriksen

Joan Giesecke

Joseph Egan 

Charles Kratz

J Linda Williams

Rod Hersberger, ALA Treasurer

PAGE  
2

