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The Finance & Audit Committee met on Thursday, April 6, 2006.

Members Present:  Michael Golrick, Pat Smith, Janet Swan Hill, Patty Wong (telephonically), and Teri Switzer

ALA Staff: Keith Michael Fiels, Mary Ghikas, Greg Calloway, Keith Brown, Elaine Klimek, and Russ Swedowski

FY 2006 Budget Update and Projections (EBD#14.7)

To date, FY 2006 financial results are fairly flat. Even though there are variances between units, overall, the result is right on target to what has been budgeted.  FY 2006 will realize the revenues from two national division conferences, both, which have been very successful.  Heathcare costs continue to rise and are dictating ALA staff to be cautious.  Overall, a conservative approach is being taken with respect to the FY 2006 budget.

As of February 2006, total ALA revenues of $19,878,636 are only $8,358 less than budget.  Expenses for total ALA of $19,582,212 are $2,398,824 or 11% less than budget.  At present, there is approximately $300,000 of revenues over expenses.  

General Fund total revenues of $12,037,827 are $315,861, 3% less than budget.  Revenues are 3.3% or $382,263 greater than FY 2005 at this time.  Revenues are projected to end the year $400,000 less than budget.

Publishing revenues are less than the budget by $59,139 due primarily to ALA Editions, Graphics, ALA Techsource and Book Links and is projected to be $119,000 less than budget by yearend.   Note: The Publishing net revenue for February year-to-date is more than budget by $345,667, reaching $961,778.  Dues income is less than budget by 6%, or $154,977, totaling $2,612,519, however, the February renewals are showing strong activity.  Dues are conservatively projected to be $231,000 less than budget.

Total expenses of $12,237,706 are $1,482,929 or 11% less than budget.  Member Programs and Services expenses are $543,434 less than budget due primarily to Annual Conference ($147,783) and Midwinter ($323,344).  Note: Communication expenses are $56,887 less than budget and Publishing is $404,806 less than budget.  Executive Board and Council committee expenses were $142,375 less than budget.  Salary savings for the year total $769,218, of which savings for the year were budgeted at $611,009.  Salary savings may reach $1.0 million for the year.  However, savings will be offset by professional services, which are projected to be $200,000 over budget.  Transportation and lodging expenses are $118,120 less than budget and telephone and postage expenses were $158,756 less than budget.

General Fund Year-End Projections
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The General Fund should end the year with revenues exceeding expenses of $100,000.  The net revenue is a result of prepaying the CIPA/CDA loans both principle and interest.

FY 2007 Preliminary Budget (EBD # 4.18)

The FY 2007 budget proposal coincides with and supports the 2010 strategic plan.  However, funding is tenuous depending on the dues increase to support 2010 initiatives.  Publishing and Conference are presenting significant growth in net revenue, but only enough to support current operations and a conservative compensation increase and investment in the building and technology.

The FY 2007 budget provides funds for some research development and marketing.  No funding is available to support new 2010 initiatives.  The preliminary budget does not include a dues increase, which may yield an additional $125,000.

Indirect Cost Study (EBD#4.22)

Keith Brown led F&A members through a very informative and stimulating indirect cost study discussion.  Details can be found in EBD#4.22.  However, in order to bring this down to a more manageable level, highlights included the following: 

· The indirect cost study is conducted annually in order to determine the overhead rate, which is 21.5% compared to 21.8% in FY 04.  The 21.5% rate will be applied to General Fund, Conference and Publishing revenue.

· This rate will be applied at 100% (21.5%) for certain Division conference revenue, and 50% (10.8%) for certain division publishing revenue.

· Total direct/indirect costs declined during the year by $394,154 (2.6%) to $15.0 million.

· Significant changes were made in Membership Services, General Administration, Fiscal Services, ITTS and Building Operations.

· This rate will be applied to the FY 2007 budget.

It was noted that there continues to be a significant gap between the composite rate and the rate generated by the Divisions, i.e. 21.5% vs. 36.8%.  F&A will work with staff to develop a document which will clearly and consistently state what benefits are received for the indirect costs incurred.

R&D Funding (EBD# 14.8)

In response to concerns expressed at the Midwinter Meeting about funding available for research and development and developing new programs and projects, Keith Fiels and Greg Calloway updated F&A on discussions that have taken place regarding funding new developments.

FY 2006 Growth Fund and 2010 Projects

Working with the $176,000 the Executive Board approved for 2010 project implementation, ten projects are being planned for implementation during FY 2006.  Among these are, American Libraries Magazine Research; web continuing education; development of ALA/ALTA Advocate newsletter; PR newswire; a workshop on telecommunications reform and libraries; the use of retirees in mentoring, training and community advocacy; and connectivity.

Controller’s Report (EBD#4.21)

Russ Swedowski updated F&A. He reported that total cash and short-term investments at February 28, 2006 amounted to $19,715,691 as compared to $16,776,076 a year ago.  Year-to-date interest income is $283,659, which is $86,437 less than the budget of $370,096 and $1,800 less than last year. The Neuberger Berman bond fund investment balance is $11,475,412 as compared to $11,256,320 at February 28, 2005.  It should be noted that although this investment is currently reflecting a loss of $164,277, which is a paper loss, this investment has produced over $5,627,000 in interest income since December, 1991 and the yield has been well above the yield from certificates of deposit.  

Reported inventory levels for ALA Editions and Products & Promotions at February 28, 2006, show ALA Editions at $755,018, and Products and Promotions (Graphics) at $613,998.  The ALA Editions inventory reflects a $47,000 valuation (down from $50,000 at February 28, 2005) for Guide to Reference Books, 11th Edition.  The 12th edition is in production.  Excess and obsolete inventory reserves reflect the following balances, ALA Editions ($282,000) and Products and Promotions ($141,000).  In FY 2005, ALA Editions destroyed $20,160 in excess and obsolete inventory.

In Credit and Collections trade accounts receivable were $3,210,804 as compared to $2,175,713 last year.  The 150+ day aging bucket at February 28, 2006 contained $546,620 of receivables as compared to $121,847 2005.  Only $9,670 of the FY 2006 150+ day balance is at PBD.  The increase is a result of a large volume of conference exhibitor billings for the annual conference in New Orleans.

Unrelated business income and the tax returns are in process.  Estimated taxes of $50,000 to the federal government and $10,000 to the state have been made.  Overpayments from the prior year were also applied to this year’s tax.

It was noted that staff has been discussion the growing post retirement liability. They have held discussions with the accounting firm Grant Thornton regarding the options available to limit the liabilities related to the effect of retiree medical expenses on the Association’s financial statements.  The Association currently has a $9,230,000 liability for retiree benefit costs in the Statement of Financial Position.  Note that this liability does not have an income statement impact. Staff and F&A will continue to look into post retirement benefits funding.

Annual Conference Planning

The Planning Budget Assembly focus will be determined at the Executive Board session.  BARC is recommending that we begin to focus on discussing the 2010 financial plan with respect to allocating monies generated from the dues increase to fund particular projects.

Endowment Trustee Selection (CBD#15) – CLOSED SESSION

F&A discussed the complete applications submitted by the 7 individuals who applied for the Endowment Trustee vacancy.  A summary sheet will be given to the Executive Board for their final decision.  F&A wants to point out that serving as an endowment trustee is not only about having knowledge of investing and financial processes.  It is also about prudent decision making when building, safeguarding, and allocating the long-term investment funds for the overall good of the Association.

F&A thanks ALA finance staff, in particular Greg Calloway, Keith Brown, Elaine, Klimek, and Russ Swedowski, for preparing all the documents, making the arrangements for F&A’s Spring meeting, and doing an excellent job ensuring that the Association continues to be an advocate for libraries.

Respectfully submitted,

Michael Golrick

Janet Swan Hill

Patricia Smith

Patty Wong

Teri Switzer, Chair
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