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To:                 ALA Councilors                                       

                      ALA PBA Members

From:             Rodney M. Hersberger

                      ALA Treasurer

The American Library Association’s fiscal year 2006-07 ended on August 31, 2007.  In November and December our auditors, Ernst & Young, audited the consolidated statements of financial position (records) for the fiscal years August 31, 2007 and 2006 in accordance with auditing standards generally accepted in the United States. The audit included ALA-APA. The auditors reported that there were no material weaknesses and issued an unqualified opinion – the best possible rating. 

On December 12 - 13, 2007 I had the pleasure of meeting with the ALA staff and the auditors to review the FY 2006-07 financial results and statements.  We also discussed several financial issues and developments that are important to the Association, including accrued liability for post retirement healthcare benefits, the reserve for expected increases in healthcare costs in 2008 and ALA’s compliance with standards for recording gifts and endowment expenditures. 

The following is a summary of the financial results for FY 2007, including programmatic highlights.  In addition, an excel workbook is attached, which is a very detailed analysis of the audited financial statements. I will briefly review the highlights in my verbal report at the 2008 Midwinter Meeting in Philadelphia.  I will also select two or three themes with financial implications for the Association to discuss in more detail.  I look forward to seeing you in Philadelphia.  In the meantime, if you have any questions, please e-mail me at rhersberger@csub.edu.

Thanks for your continued support.

American Library Association

                           Funding ALA’s Mission and Goals

The Executive Board and Council at the Midwinter Meeting in San Antonio developed the FY 2007 budget within the context of an expanded list of programmatic priorities.  They were as follows:

· Diversity

· Equitable Access to Information and Library Services

· Education and Lifelong Learning

· Intellectual Freedom

· Advocacy for Libraries and the Profession

· Literacy

· Organizational Excellence

In FY 2007 ALA continued to rely on its well-diversified revenue streams, which consists of publishing, meetings and conference, dues, and grants. FY 2007 also represented the first year of a three-year dues increase, which is expected to help fund a number of 2010 initiatives. At approximately 17.0% of total revenue, dues revenue, along with the other revenue streams, helps support a vibrant membership base in the form of programs, products, services and office support.

The wild stock market gyrations and the sub-prime mortgage meltdown that caused something of a credit crunch occurred in the last three months of ALA’s fiscal year.  If these and other economic factors result in a mild recession in 2008, it could affect revenues for state and local governments and, therefore, library revenues.  If this happens, ALA will not be unaffected financially.

FY 2007 Financial Results
ALA’s Financial Value Proposition
“To develop and deploy the financial resources that support the strategic plan and delivery of programs responsive to member needs and the improvement of library service.”
The FY2007 budget represented the opportunity to fully focus and move forward on the implementation of the ALA Ahead to 2010 strategic plan after transitioning from ALAhead 2005. Key enablers such as staff, technology, financial resources, and dedicated members were well positioned to continue to improve the effectiveness of the Association’s capacity to deliver programs, products and services to the membership. During the year, the Association expended funds to support the following initiatives and programs:

· Promoting legislation and advocacy at the federal level.

· Funding the capital budget for the building and improvements at $1.7 million

· Publishing and distribution of print and digital publications   

· Continuing the phase-in of electronic balloting

· Funding a 3.5% compensation increase for staff

· Holding successful Annual Conference (Washington, DC), Midwinter Meeting (Seattle) and the ACRL Division National Conference in Baltimore

· Expanding continuing education opportunities in multiple formats 

· Marketing the new joint products for CHOICE Online and Booklists Online
· Funding research and development for new products and services

· Providing additional technology and Wi-Fi access at ALA’s conferences

Programmatic Highlights

· ACRL held a highly successful national conference with record attendance

· ALA had successful conferences in Seattle and Washington, DC, which supported ALA programs by generating $2.0 million in net revenue
· Celebrated Spectrum’s 10th anniversary during which ALA has awarded $1.6 million in scholarships. The Executive Board recognized this anniversary by transferring $500,000 from the Future Fund to the Spectrum fund
· Implemented nine 2010 projects that totaled $194,737
Financial Accomplishments

· ALA’s net assets increased by $6.0 million (19.4%) to a record $36.8 million 

· Publishing and Meetings & Conferences contributed $3.7 million in combined net revenue

· Total ALA revenues increased by $4.9 million (10.3%) to $52.0 million

· Attendance record set at the Annual Conference in Washington, DC (27,962)

· Long-term investments increased by $3.8 million (14.3%) to $30.2 million due to market performance, contributions and division transfers. Long-term investments passed the $30.0 million mark for the first time 

· General Fund Net Asset Balance increased by $472,225 to $2.1 million

· Employees received individual performance and organization incentive-based compensation increases for the third consecutive year

FY 2007 Financial Results by Fund

Total ALA (All Funds)

Total revenues of $52.0 million resulted in an increase in revenue of $4.9 million, or 10.3% over FY2006. Grants and awards a accounted for the bulk of the change by increasing $4.7 million as a result of grants such as those from NEH Picture America, the Gates Technology Access study, Gates Connectivity, Dollar General and the IMLS Spectrum/New Voices New Vision. Revenues also benefited from increases in Products & Promotions of $377,012, book sales of $267,762, subscriptions of $238,586 and dues of $212,018. These gains were offset by a decline in revenue from Meetings & Conferences of $1.2 million related to having only one division national conference compared to two in FY06.      

Total expenses for the year increased by $3.1 million, or 6.9% to $48.5 million with the most significant increases occurring in Meetings & Conferences related to the location i.e. Seattle/Washington compared to San Antonio/New Orleans in FY06. Outside Services increased by  $1.1 million for contractors performing work in Publishing, ITTS and grant administration. Payroll increased by $914,778 as open positions were filled. These increases were offset by reductions in travel of $403,228 and postretirement benefits of $228,327.

Net revenues were $3.5 million, an increase of $1.8 million over FY2006 of which $433,475 or 12.5% was attributable to the success of Division activities.
General Fund

Revenues for fiscal year 2007 totaled $28.4 compared to $26.7 million in fiscal 2006. This represents an increase of $1.7 million, or 6.5% during the year. Of this amount, $950,712 was revenue related to Annual Conference.  Strong results were also realized in Products & Promotions of $377,012 due the READ CD campaign and interest & dividends of $355,854 from higher cash balances. Dues revenue was essentially the same as last year at $5.3 million. Although this was the first year of the dues increase, membership grew but there was a migration toward lower cost categories. This trend will continue to be monitored. Publishing revenue declined during the year by $114,902, 1.1% to $10.5 million due to lower book sales in Booklists/Booklinks and lower advertising in American Libraries. 

Expenses increased by $1.9 million, or 7.2%, to $28.0 million primarily because of $920,307 in higher costs of doing business in Washington, DC i.e. labor, fuel, technology for meetings, etc. Other significant increases occurred in General Administration of $272,248, Plant Fund activity for ALA’s buildings of $197,072 and Member Offices & Support of $175,155. 

As a result of these factors, net revenue for the year declined by $152,028 or 24.4% to $472,225. ALA’s revenue generating units, consisting of the Midwinter Meeting/Annual Conference and Publishing, contributed net revenues of $3.7 million at $2.0 million and $1.7 million respectively. This total is $335,551 or 9.9% more than FY2006. In addition to dues and interest income, net revenue from these activities act as a primary funding source in support of ALA’s member related activities. 

Long-Term Investment (Endowment) Fund

The investment balance showed solid growth increasing from $29.8 million to $32.5 million. Strong market performance resulted in net realized/unrealized market gains of $2.2 million, interest & dividends of $627,209 and division transfers of $100,000. ALA’s portfolio is conservative and defensive and, consequently, has not suffered as much as some other types of portfolios with the unpredictable swings in the stock market.

Division Fund

Division revenues reached $13.1 million compared to $14.4 million on 8-31-06, which is a decrease of $1.3 million, 9.2%. The decline is directly related to there being only one division national conference in FY07 compared to two in FY06. Division expenses were marginally the same at $12.7 million decreasing $126,020 or 1.0%. The decline was related to reduced travel, $493,577, outside services, $341,114 and overhead, $455,670 on lower revenue. This resulted in net revenue of $433,745, which is $1.2 million or 73.6% less than FY06. The divisions also transferred a total of $100,000 from their operating fund balances to their long-term investment (endowments) funds and now have $4.5 million invested in the endowment. It should also be noted that ALTA and ASCLA received $121,176 in small division support.

Round Tables

Round tables’ revenue was $413,138 compared to $349,979 in the fiscal year ending 8-31-06.  Total expenses were $279,093 as compared to $242,895 last year.  The result was net revenue of $134,045, an increase of $26,961, 25.2%. Each of the round tables ended the year with a positive net asset balance with a total of $771,254.

Plant Fund

The Plant Fund consists of building operations and maintenance expenses and depreciation for the headquarters buildings at 40 and 50 East Huron Street and the Washington Office. Operating expenses related to cleaning services, insurance, accounting and administrative services increased by $167,845 to $1.1 million, while depreciation related expenses increased by $29,813 to $439,813. The result was a total general fund plant fund transfer of $1.7 million.  Currently the 7th floor is vacant; however, real estate agents continue to market the space to potential not-for-profit tenants, in addition to possible in-house options.

ALA-APA

The ALA-APA reported revenues of $216,202 compared to $169,640 in FY2006. This represents an increase of $46,562, 27.4%. Most of the change is a direct result of an increase in the sale of the 2006 Survey of the Non-MLS and Librarian Salaries survey. The results of these sales directly lead to the development of a new product in the form of a “Library Salaries” database, which will has two subscription options for organizations and individuals i.e. full year access or 72-hour access. Planning is underway for additional enhancements to the database, as well as, more promotion. 

The ALA Office for Research and Statistics has contracted with the ALA-APA to assist in enhancing the Library Survey Database. The Publishing committee is working on additional perks for customers related to utilizing the database. It should be noted that the salary database currently has 27 active monthly subscribers. Also contributing to the increase in revenue was the electronic newsletter Library Worklife, which focuses on human resource issues. 

The Certified Public Library Administrator Program, which began in Spring 2006, continues to show promise. In FY07 there were 70 certification candidates, 32 online course completions and 31 courses offered. The course completion feedback has been very positive with the courses having met or exceeded the candidates’ expectations.  As a result a support staff certification program is being planned. The Library Support Staff Certification committee is currently scheduled to work on the competencies. Donations as a category continue to be a challenge with individual contributions well below expectations. Organizational contributions vie sponsorships/awards make up the bulk of this category at $33,254.

Total expenses remained relatively flat increasing by $1,345, 0.6% to $210,536. As has been the practice expenses are constantly monitored and adjusted based on expected revenue projections. Almost all expense categories declined during the year with the exception of payroll. Payroll increased by $21,483, 22.3% to $117,943.

As a result of the above activities the year ended with net gain of $5,666 compared to a loss of $39,551 in FY06 resulting in a negative net asset balance of $235,060. 
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