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Finance and Audit Committee 
American Library Association 

April 14, 2016 
Spring Meeting, Chicago 

DRAFT 
 
Attendees: 
Present: Mario Gonzalez (Chair), Peter Hepburn, James Neal and Ann Martin 
 
Staff: Mark Leon, Keith Fiels, Mary Ghikas, Brad Geene, Joanne Lee, Denise Moritz, Keith 

Brown and Latasha Bryant. 
 
Visitor:  Mike Marlin 
 
Agenda Review 
 
Mario Gonzalez began the meeting at 9:00 AM CST with a review of the agenda.  He noted that due a 
prior commitment by Rod Hersberger, the Endowment report would be reported earlier than listed. 
 
Approval of Minutes 
 
Mario Gonzalez asked the committee if there were any questions regarding the minutes from the 
Midwinter Meeting in Boston. The following motion was made: 
 
Motion: A. Martin seconded by J. Neal 

  To accept the 2016 Midwinter Meeting minutes as written 
 
Motion passed 
 
FY17 Preliminary Budget – BARC #20.0 (EBD #14.7)  
 
K. Fiels and M. Leon led the committee through a discussion of the preliminary 2017 budget. K. Fiels 
began by detailing information around the Association’s five-year planning tool. He thanked D. Moritz 
for her efforts in bringing the information contained up to date and tied it to ALA’s audited results. 
Although the model is still a work in progress it will be utilized more and more in all planning discussion 
in the future.  It contains four years of actual financial results, the current year plan and four years into the 
future to 2020. In reviewing the components of the model a few items were highlighted: 
 

• The importance of understanding “Contribution Margin” vs. net revenue. 
• The impact of the every- other- year dips in total revenue resulting from the change in the number 

of Division conferences each year. 
• The testing of the assumptions used for revenue and expense growth. 
• The investment in the offices and their importance to the membership. 
 

He highlighted the impact of the every other year influence of the 2 vs 1 national division conferences on 
revenue and overhead. The swing in expected revenue resulting from the conferences makes management 
very cautious with respect to financial commitments that become a permanent fixture in the budget i.e. 
salary. In conclusion, it was pointed out that this model will be a living/breathing document that will 
provide valuable information, transparency and direction.  Referring the committee to the budget 
presentation (show) he prefaced his comments by noting that the library profession/economy is still being 
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impacted by the Great Recession of 2009. Personal membership numbers were up slightly in March to 
60,000.  Renewal and reinstatement rates are getting stronger due to the work of the Membership Services 
group. In preparing the 2017 budget he noted that every effort was made to cut expenses without 
hindering vital programs and services. This budget is also heavily influenced to support ITTS, the 
Association’s technology infrastructure, and is a cornerstone of the budget. ITTS will receive additional 
support for 1.5 positions – Database Manager and a shared position with Publishing for the ALA Store. 
He went on to say that this was helped to a large degree by working with the Division Executive Directors 
to make an adjustment to the scheduled 2017 overhead rate. Overhead Rate Adjustment - Work on the 
2015 Indirect Cost study for the FY18 budget indicated a significant increase in the rate to approximately 
31.2% due largely to an increase in the Post Retirement obligation. This was viewed as problematic and 
by working with the Divisions, in line with the parameters of the Operating Agreement on operating 
practices. The result was an agreed upon two-year rate for FY17 and FY18 of 26.4%. This agreement 
provided additional overhead of $166,000 in FY17 and savings to the Divisions of $390,000 in 2018 for a 
net savings of $226,000.  The discussion continued by noting that the 2017 budget included a 1% staff 
salary increase. Additional discussion centered on the adequacy of the 1% increase and the possibility that 
more could be done in this area. As with other years in tough economic times, when there was more 
positive revenue than projected, staff has been awarded an organizational incentive.  K. Fields continued 
his discussion of the budget by reviewing the presentation that will be given to the full Executive Board 
on Saturday and highlighted specific plans in the following areas: 
 

• Programmatic Priorities 
• Strategic Directions 

- Advocacy 
- Information Policy 
- Professional and Leadership Development 

• Related Enabling Strategies 
 

The discussion was paused in order to accommodate the timing of the Endowment Trustees report. 
 
Endowment Trustees Report (EBD #13.4)  
 
Rod Hersberger reported to the committee via conference call on the activities of the Endowment 
Trustees and the performance of the endowment fund. He referred the committee to exhibit #1 and noted 
that the markets got off to a very rough start in 2016. The markets reacted negatively to news regarding 
China’s slowing economy through 2/14/16. Soft global growth in general and negative borrowing rates in 
Japan resulted in a market correction to the down side of 10% - 15%. Just as quickly, the markets turned 
around becoming positive for the year on 3/17/16 as recession fears eased, oil prices recovered from 
record lows and commodity prices stabilized. To illustrate the point the committee was referred to exhibit 
#3 which highlighted the fact that at the end of February the endowment was down in value by $2.0 
million and had completely recovered its value by the end of March. As the markets have recovered, large 
cap stocks have become the “safe haven” choice for investors and have lead the recovery.  
In conclusion, the committee was referred to exhibit #7 which highlighted some of the activities of the 
Trustees. He noted that the education meeting in NYC once again provided the Trustees with a wealth of 
valuable information to inform their decisions on the portfolio. This included: 
 

• Investment practices by former Trustee Bob Walton of Vassar College 
• Strategic asset allocation modeling on potential future portfolio returns 
• The decision to replace the London company with an Impact Investment portfolio Clearbridge 

ESG 
• Funded $230,000 in Private Equity commitments 
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• Exposure to another alternative investing options 
He concluded his remarks by stating that the Trustees looked forward to meeting with the newly hired 
Director of the Development Office to discuss fundraising options for the endowment. 
 
FY17 Preliminary Budget (EBD #14.7) Con’t  
 
Mark Leon led the discussion on the financial portion of the ALA 2017 preliminary budget. When 
directed to the “Budgetary Ceiling” he noted the new format which was developed by staff and designed 
to clarify what was being approved from a total ALA perspective. The ALA budgetary ceiling of $64.4 
million was a decrease of 4.1% from FY 2016, while overall ALA operating budget revenues of $47.8 
million is a decrease of 5.4% from the FY 2016 budget. The change in operating revenue is primarily 
related to the timing of the division national conferences i.e. 1 in FY17 vs 2 in FY16. General fund 
revenue is budgeted at $30.1 million, which is an increase of 2.6% from FY 2016. It was also pointed out 
to the committee that the General Fund, via historical practice, does not carry forward its net asset balance 
year to year like the Divisions and Roundtables and generally presents a balanced budget. He went on to 
highlight the revenue to be generated by primary revenue producing areas: 
 

• Dues - $5.5 million down slightly from FY16 despite no change in the number of expected 
members 

• Conference Services Revenue (Net) – Conference of $9.7 million is higher than FY16 by 
$412,925, while the net revenue of ($979,956) is higher than FY16 by ($318,935). Conferences 
will be in Atlanta (MW) and Chicago  (AC) 

• Publishing of $12.9 million are flat while expenses of $11.4 million are lower by 3.7%, resulting 
in an increase in net revenue of 41.7% at $1.5 million  

 
Expense areas discussed included the Executive Office and General Administration. While flat year-to-
year at $4.7 million and $2.6 million respectively, individual line items were reduced in depreciation, 
bank fees, and professional services to accommodate a 1% salary increase. It was noted that healthcare 
and legal costs are always being closely monitored. Other areas discussed included: 
 

• Division Revenue - $13.6 million down by 4.9% from a similar year in FY15. ACRL will be in 
Baltimore 

• Roundtable Revenue - $441,908 up by 13.3% 
• Grants & Awards - $5.1 million up by 5.2% 
• Long-Term Investment Revenue - $1.2 million up by 58.9%, which includes a transfer of 

$400,000 from the Future Fund 
• Capital Expenditures - $1.9 million up by 10.6% and represents infrastructure investment in IT 

systems (E-Commerce, CONNECT, eLearning etc.) 
•  

After some additional discussion the following action was taken: 
 
Motion: By James Neal and seconded by Peter Hepburn 

F&A recommends to the Executive Board that the Preliminary FY 2017 Budget 
proposal (EBD 14.7) be forwarded to the Budget Analysis and Review Committee 
(BARC) for further analysis and review.  The Board affirms the strategic directions 
of this budget and requests that BARC report back on its analysis at the 2016 
Annual Conference in Orlando. 
 

Motion approved. 
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In addition to the 1% salary increase for staff it was discussed that if funds were available due to positive 
results in the General Fund that consideration is given to provide staff with additional compensation. 
After some additional discussion the following motion was taken: 
 
Motion: By James Neal and seconded by Peter Hepburn 

F&A recommends to the ALA Executive Board approval to provide staff with a 1% 
increase in compensation, along with consideration for an additional one-time 
organizational incentive as a top priority based on any positive 2017 year-end 
results. 
 

Motion approved. 
 
FY16 Financial Results (EBD #14.6)  
 
Mark Leon reported to the committee on the mid-year results of the Association. Overall, ALA’s midyear 
financial results reflected that the Association was closely tracking the FY16 budget, and ended the six 
months with a small favorable (positive) variance from the projected net expense.  
 

• Total ALA revenues of $22.9 million compared to budget of $23.3 million 
• Total ALA expenses of $24.9 million compared to budget of $25.3 million 
• Net expenses were ($2.0 million) compared to budget of ($2.1 million) 
• Overall, the total ALA budget is on track 

 
While the Association as a whole was trending in the right direction, there were still some areas that 
needed our continued attention, particularly the General Fund. Lower revenues in Publishing and 
conference Services were partially offset by expense savings in those and other areas, but the next six 
months will be key to ALA’s FY16 budget performance as certain titles in Publishing continue to go to 
market and Annual Conference approaches. The success of PLA’s Denver conference will certainly 
contribute to the General Fund (overhead) and the Association’s, FY16 financial performance. The 
following results were highlighted: 
 

• General Fund revenues were $12.4 million compared to the budget of $13.3 million 
• General Fund expenses were $14.2 million compared to the budget of $14.2 million 
• Net expenses were ($1.8 million) compared to budget of ($950,629) 
• Results were impacted by lower exhibit ($200,000) and registration revenue from the Midwinter 

Meeting and lower product sales in the Neal-Schuman operation 
• While membership dues revenue is slightly under budget, personal dues revenue and membership 

continue to show positive signs of growth. Total membership is also up due to the growth in 
group memberships of Trustees and friends organizations  

• Division revenues were $6.4 million compared to the budget of $6.8 million 
• Division expenses were $7.0 million compared to the budget of $7.8 million 
• Net expenses were ($541,723) compared to the budget of ($953,930) 
• Total assets were $74.9 million compared to $85.3 million at this time last year 

- Principal loan payment in August on renegotiated loan   
- A decline in the value of the endowment 

• Total liabilities were $48.0 million compared to $46.9 million at this time last year 
- Higher accrued payroll related to Post Retirement obligation 
- Lower long-term debt related to the principal loan payment 

• Net assets were $26.9 million compared to $38.4 million at this time last year 
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Controller’s Report (EBD #4.15)  
 
Joanne Lee, Controller, reported to the committee on a number of financial items that were not previously 
covered in other reports. She highlighted the Association’s liquidity ratios, which our bank requires. The 
cash to debt ratio was 4.87 compared to 4.33 for the same time last year. This was a strong indicator of 
the Association’s ability to cover its short term obligations. As of 2-29-16 the Association’s working 
capital balance was at $14.3 million. It was also noted that this investment has generated $10.5 million 
since 1991. Other items covered included: 
 

• Cash & Short-Term investments were lower than last year by $4.2 million at $15.8 million due 
to paying down ALA’s long-term debt 

• Inventory of $1.5 million was lower primarily from Neal-Schuman 
• Inventory reserve level was higher at $185,134 primarily from ALA Editions 

 
Director of compliance and Financial Reporting (EBD #4.16)  
 
Denise Moritz, Director of Compliance and Financial Reporting updated the committee on the status of 
required regulatory filings. These filings included the following: 

• Federal IRS form 990 and 990T are currently being prepared and will be shared with the 
Executive Board before filing. Also similar state forms are also being filed. 

• The ALA-APA federal form 990-EZ has been filed 
• The annual report was filed with the Illinois Secretary of State on 3/31/16  

 
New Business Development 
 
Keith Fiels discussed some of the opportunities that are on the horizon and hold some promise. He noted 
that the Sharjah International Book fair continues to be very positive and provided ALA with increasing 
status in the library world internationally. Another area with some positive results was the now ending 15 
x 15 Campaign. There are currently commitments of $7.0 million with an additional 80 prospects to be 
cultivated. The new Development Officer is expected to provide some direction in the future of the 
program i.e. expanding/renaming etc. 
 
Preparation for Annual Conference 
 
Mario Gonzalez discussed the activities of the Annual Conference as the committee received a schedule 
of the responsibilities of the Treasurer, the BARC Chair and the financial committees. These included: 

• Treasurer and BARC report to Information Session – Saturday (6/25) 
• PBA/Division Leadership – Sunday (6/26) 
• Reports to Executive Board (Budgetary Ceiling) – Monday (6/27) 
• Report to Council  (Budgetary Ceiling) – Tuesday (6/28) 

The committee members were encouraged to attend as many of the sessions as possible. 
 
With no further business the meeting was adjourned at approximately 4:00 pm.  
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