2009-2010 EBD #4.7

TO: ALA Executive Board
RE: Controller’'s Report

DATE: January 11, 2010

ACTION REQUESTED/INFORMATION/REPORT:
Presented for information.

CONTACT PERSON:
Russ Swedowski, Controller, 312/280-4253

BACKGROUND:

The Controller submits a quarterly information report to the Executive Board on some
or all of the following:

- Inventory Levels

- Credit and Collections

- Unrelated Business Income Tax (UBIT)

- Cash Management/Bond Fund

- Financial System Replacement

Attachments



2009-10 EBD #4.7

TO: Finance and Audit Committee
FROM: Russell Swedowski

DATE: January 11, 2010

RE: Midwinter Meeting Agenda ltems

Inventory Levels-ALA Editions and Products & Promotions-

Inventory levels at November 30, 2009, schedule 1, are as follows: ALA Editions
$762,125, and Products and Promotions (Graphics) $665,370. The ALA Editions
inventory reflects a $34,000 valuation (down from $35,000 at November 30, 2008) for
Guide to Reference Books, 11th Edition. The 12th edition, Guide To Reference, is for
sale as an electronic product. The largest item in the inventory for Products and
Promotions at November 30, 2009 was $112,000 ($82,000 at November 30, 2008) of
Read products, a total of 57 different items.

As of November 30, 2009 the excess and obsolete inventory reserves, schedule 2, reflect
the following balances, ALA Editions ($293,000) and Products and Promotions
($159,000). In FY 2009, Graphics and ALA Editions destroyed $15,821 and $10,039 of
excess or obsolete products. All destroyed product is charged against the respective
inventory reserves for excess and obsolete products. In FY 2010, Graphics has
destroyed $46,870 to date. See schedule 3 for historical destruction levels. Additions to
the reserve through November are $7,600 for ALA Editions and $4,800 for Graphics

(schedule 4).

Credit and Collections-

At November 30, 2009, trade accounts receivable were $2,083,497 as compared to
$1,946,243 at November 30, 2008. The 150+ day aging bucket at November 30, 2009
contained $186,292 of receivables as compared to $235,439 at November 30, 2008. The
decrease is a result of various Midwinter exhibitor billings that are outstanding, the billings
were done one month earlier in 2009 as compared to 2008.

Unrelated Business Income Tax (UBIT)-

The preparation of the final UBIT worksheets and the actual tax returns will commence in
February, with a target completion date of early April. The proper extensions have been
filed to extend the January 15th due date to Apiril 15" and June 15" for the 990T.
Estimated payments for FY 2009 were made in a timely manner. There is no expected
tax liability for the Federal or the state of lllinois returns. (In contrast, the returns for the
prior year had tax liabilities of $13,352 and $5,323.) However, the final close of 2009
included additional revenues and expenses that were not in the close used to compute
the provision. As a result, the actual tax liability may be slightly higher than the provision.
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The new version of Form 990 will be used in the preparation of the 2008-2009 filing.
Significant operational impacts are expected. Specific changes include an 11 page core
form and a series of 16 supplemental schedules. In addition, there are expanded
questions on governance and executive compensation, as well as key areas of financial
data. The preparation of the new Form 990 will likely result in the participation of staff
other than just the Finance staff. As a result, an extension to file this return by July 15,
2010 will be submitted.

Cash Management and Bond Fund-

Total cash and short-term investments at November 30, 2009 amounted to $18,456,744
as compared to $19,253,041 a year ago. The decrease is due to lower deferred
revenues for subscriptions and meetings/conferences and an increase in property, plant
and equipment and inventories. Year-to-date interest income is $243,911, which is
$58,926 more than the budget of $184,985 and $21,886 more than last year.

The Neuberger Berman bond fund investment balance is $15,099,214 at November 30,
2009 as compared to $14,837,288 at November 30, 2008. The increase reflects an
improved market since there were no additions/withdrawals to the investment. As noted in
schedule 6, this investment has produced over $8,005,000 in interest income since
December, 1991 and the yield has been well above the yield from certificates of deposit.
With regard to risk of principal, the account finished FY 2009 with a realized/unrealized
gain of $382,050 and is currently reflecting a net gain of $135,878 for FY 2010. At
November 30, 2009 the cumulative (computed since December, 1991) net
realized/unrealized gain is $231,050. See schedule 7 for additional details.

ALA Financial System Replacement-
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Objectives
o Improve month-end and year-end close process

o Augment the grant/endowment accounting process to comply with accounting
standards by utilizing available technology

Framing Sessions

Conducted by RSM McGladrey

2-Day Facilitated Meetings

Systems “As-Is” Discussion

Systems “To-Be” Discussion

Identify Needs/Requirements

Identify and Address Policy and Procedure Changes

“As-Is” Framing
Document existing flow

“To-Be” Process
Develop new process with input from key stakeholders

Outcomes

o Identify specific system needs and requirements

° Identify policy and procedure changes

o Identify staff development and training needs

° Identify high level report requirements and audited financial statement

requirements

Services
Guide ALA through accounting system selection (limited assistance plan):
- Prepare for and conduct formal project kickoff meeting
- Provide document templates where available
- Review written requirements document/checklist and provide feedback
- Review RFP and provide feedback
- Assist with identifying vendors
- Analyze responses to RFP, prepare written report and meet to discuss
- Review demonstration scripts and attend demos (limited to 3 demos)
- Discussion and feedback on finalists
- Project management and quality control

Controller Rpt 1-10.DOC



AMERICAN LIBRARY ASSOCIATION SCHEDULE 1
HISTORICAL INVENTORY LEVELS
AS OF AUGUST 31, 19XX

% % %
YEAR GRAPHICS CHANGE ALA EDITIONS CHANGE TOTAL CHANGE
1989 544,608 697,828 1,242,436
1990 757,983 39.18% 718,588 2.97% 1,476,571 18.84%
1991 661,005 -12.79% 769,198 7.04% 1,430,203 -3.14%
1992 686,760 3.90% 711,649  -7.49% 1,398,309 -2.23%
1993 715,912 4.24% 696,408 -2.13% 1,412,321 1.00%
1994 729,317 1.87% 635,325 -8.77% 1,364,642 -3.38%
1995 809,352 10.97% 604,194  -4.90% 1,413,546 3.58%
1996 790,814  -2.29% 1,092,104 80.75% 1,882,918 33.21%
1997 729,902 -7.70% 963,897 -11.74% 1,693,799 -10.04%
1998 569,061 -22.04% 1,094,600 13.56% 1,663,661 -1.78%
1999 463,294 -18.58% 956,806 -12.59% 1,420,100 -14.64%
2000 573,551 23.80% 991,841 3.66% 1,565,392  10.23%
2001 557,678 -277% 849,889 -14.31% 1,407,568 -10.08%
2002 534,669 -4.13% 728,283 -14.31% 1,262,951 -10.27%
2003 498,778 -6.71% 794,103 9.04% 1,292,881 2.37%
2004 571,892 14.66% 835,846 5.26% 1,407,737 8.88%
2005 622,796 8.90% 718,072 -14.09% 1,340,868 -4.75%
2006 664,832 6.75% 699,378 -2.60% 1,364,210 1.74%
2007 692,621 4.18% 726,314 3.85% 1,418,935 4.01%
2008 616,266 -11.02% 619,219 -14.74% 1,235,485 -12.93%
2009 739,434 19.99% 716,785 15.76% 1,456,219  17.87%
2010 30-Nov-09 665,370 -10.02% 762,125 6.33% 1,427,495 -1.97%
AMERICAN LIBRARY ASSOCIATION SCHEDULE 2

HISTORICAL E&O RESERVE LEVELS

AS OF AUGUST 31, 19XX
%

% % % OF TOTAL
YEAR GRAPHICS CHANGE ALA EDITIONS CHANGE TOTAL CHANGE INVENTORY

1989 181,200 253,172 434,372 34.96%
1990 181,200 0.00% 186,009 -26.53% 367,209 -15.46% 24.87%
1991 133,866 -26.12% 135,898 -26.94% 269,764 -26.54% 18.86%
1992 125,082 -6.56% 117,891 -13.25% 242,973  -0.93% 17.38%
1993 137,328 9.79% 92,309 -21.70% 229,637 -5.49% 16.26%
1994 76,767 -44.10% 110,047 19.22% 186,814 -18.65% 13.69%
1995 103,033 34.22% 100,011 -9.12% 203,044 8.69% 14.36%
1996 121,319 17.75% 116,322 16.31% 237,641  17.04% 12.62%
1997 225,403 85.79% 173,195 48.89% 398,598 67.73% 23.53%
1998 109,080 -51.61% 287,228 65.84% 396,308 -0.57% 23.82%
1909 151,508 38.90% 333,862 16.24% 485,370 22.47% 34.18%
2000 130,652 -13.77% 301,402 -9.72% 432,054 -10.98% 27.60%
2001 77,539 -40.65% 217,774 -27.75% 295,313 -31.65% 20.98%
2002 50,870 -34.39% 236,096 8.41% 286,966 -2.83% 22.72%
2003 75,094 47.62% 280,851 18.96% 355,945 24.04% 27.53%
2004 75,390 0.39% 295,668 5.28% 371,058 4.25% 26.36%
2005 116,109 54.01% 268,718 -9.11% 384,827 3.71% 28.70%
2006 159,162  37.08% 295,589 10.00% 454,751  18.17% 33.33%
2007 137,698 -13.49% 276,886  -6.33% 414,584  -8.83% 29.22%
2008 109,602 -20.40% 326,062 17.76% 435,664 5.08% 35.26%
2009 201,328 83.69% 285,829 -12.34% 487,157 11.82% 33.45%

2010 30-Nov-09 169,227 -20.91% 293,403 2.65% 462,630 -7.09% 31.71%



AMERICAN LIBRARY ASSOCIATION SCHEDULE 3
HISTORICAL INVENTORY DESTRUCTION
AS OF AUGUST 31, 19XX

YEAR GRAPHICS ALA EDITIONS TOTAL
1989 0 139,729 139,729
1990 0 67,163 67,163
1991 116,334 68,283 184,617
1992 64,677 88,007 152,684
1993 24,324 61,613 85,937
1994 149,748 17,501 167,249
1995 59,954 46,884 106,838
1996 20,484 28,449 57,933
1997 7,306 37,396 44,702
1998 218,188 39,048 257,236
1999 73,439 35,221 108,660
2000 63,290 94,208 157,498
2001 97,112 139,990 237,102
2002 67,969 35,841 103,810
2003 26,276 2,693 28,969
2004 4 0 4
2005 21,981 64,403 86,384
2006 1,147 841 1,088
2007 46,930 42,714 89,644
2008 13,264 30,315 43,678
2009 15,821 10,039 25,860
2010 30-Nov-09 46,870 0 46,870

1,144,118 1,050,339 2,194,457
AMERICAN LIBRARY ASSOCIATION SCHEDULE 4

HISTORICAL INVENTORY RESERVE ADDITIONS
AS OF AUGUST 31, 19XX

YEAR GRAPHICS ALA EDITIONS TOTAL
1989 56,248 55,000 111,248
1990 0 0 0
1991 69,000 18,172 87,172
1992 55,893 70,000 125,893
1993 36,570 36,031 72,601
1994 89,187 35,239 124,426
1995 86,220 36,848 123,068
1996 47,770 44,760 92,530
1997 111,390 94,269 205,659
1998 101,865 163,081 254,946
1999 115,866 81,855 197,721
2000 42,490 61,748 104,238
2001 43,999 56,362 100,361
2002 41,300 54,163 95,463
2003 50,500 47,448 97,948
2004 300 14,817 15,117
2005 62,700 37,453 100,163
2006 44,200 27,712 71,912
2007 25,466 24,011 49,477
2008 (14,832) 79,491 64,659
2009 107,547 (30,194) 77,353
2010 30-Nov-09 4,769 7,574 12,343
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