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TO: ALA Executive Board

Keith Michael Fiels, Executive Director
FROM: Gregory Calloway, AED, Finance

Sandra Lee, Director, Planning & Budgeting
DATE: June 17, 2013
RE: FY 2014 Total ALA Budget Request

At the Chicago Annual Conference, on Monday, July 1, the Executive Board will be asked to
take action to approve the Total ALA Budget. On Tuesday, July 2, James G. Neal, ALA
Treasurer, will present the FY 2014 annual estimates of income for Council’s approval. The
Executive Board, at its spring meeting, took the following action on April 20, 2013:

“To transmit the Total Preliminary FY 2014 Budget to BARC for review and
analysis. The Executive Board affirms the strategic directions of the budget and
requests that BARC report back to the Executive Board on its analysis of the budget
at the 2013 Annual Conference in Chicago.”

Following the Executive Board presentation and discussion of the budget in Chicago, BARC met
on April 25 - 26, 2013 to evaluate the funding levels as set forth in the budget plan document.
ALA management, the finance staff, BARC and unit managers met over two days to discuss

budget

details. BARC’s specific areas of discussion related to the budget centered on the

following:

L.
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The financial and programmatic impact to the ALA budget in relationship to the U.S.
Economy and Federal spending

Specifically discuss the alignment of the overall budget to the 2015 Strategic Plan
(Areas of Focus: Advocacy, Member Engagement and Transforming Libraries)
The implementation of General Fund expense reductions for FY 2013 and FY 2014
Detailed discussion of the Publishing Department’s performance

Discussed the health care cost impact due to the Affordable Health Care Act
Discussed the impact of the proposed dues adjustment

Review business plans for ASCLA and UFL and approve extension of General Fund
support



8. The impact of the revised Endowment annual drawdown policy on the operating budgets
of the General Fund, Divisions and Round Tables

9. The investment required in FY 2014 to maintain the buildings, purchase computers and
related technology

10. Discussed proposed Division transfers to the Endowment in FY 2015 and FY 2016

During BARC’s deliberations, BARC endorsed the Total Preliminary FY 2014 Budget directions
based upon a thorough analysis of revenues and confirmed that the key action areas approved by
Council are adequately funded.

BARC took the following actions and recommended the budgetary ceilings for the following:

BARC recommends to the Executive Board approval of the Preliminary FY 2014 General
Fund Budgetary Ceiling of $28,821,439, including a $1,473,735 net asset transfer to offset
the Plant Fund operating expenses.

BARC recommends to the Executive Board approval of the Preliminary FY 2014 Divisions
Budgetary Ceiling of $27,395,489.

BARC recommends to the Executive Board approval of the Preliminary FY 2014 Round
Tables Budgetary Ceiling of $1,659,369.

BARC recommends to the Executive Board an $87,255 transfer from the Division Fund to
offset the Plant Fund operating expenses.

BARC recommends to the Executive Board approval of the Preliminary FY 2014 Grants
and Awards (Restricted Fund) Budgetary Ceiling of $4,578,354.

BARC recommends to the Executive Board approval of the Preliminary FY 2014 Long
Term Investment Fund (Endowment Fund) Budgetary Ceiling of $1,148,898 including
$99,387 capital gain to be allocated for funding the ALLA Spectrum Initiative and a transfer
of $440,539 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 Preliminary FY 2014 total
ALA Capital Budget of $2,285,854.

BARC recommends to the Exccutive Board approval of the Preliminary FY 2013
Technology Reserve Fund expense of $341,068.

BARC recommends to the Executive Board approval of the Preliminary FY 2014 General
Fund Small Division allocation of $20,789 for ASCLA and $28,292 for UFL.



BARC recommends to the Exccutive Board approval of the Preliminary FY 2013 Total
ALA Budgetary Ceiling as follows:

General Fund $28,821,439
Division Fund 27,395,489
Round Tables 1,659,369
Grants & Awards 4,578,354
Long Term Investment 1,148,898

Total ALA Budgetary Ceiling $63,603,549
Tech Reserve Fund Depr Exp 341.068

TOTAL $63.944,617

Additionally, BARC also took the following actions:

BARC recommends to the Executive Board approval to extend the small division subsidy
to ASCLA through FY 2016.

BARC confirms the approval of the Organizational Member Special Promotion, which the
Executive Board previously approved during their March 19 conference call and BARC
approved via an email vote.

Based on a report from the Endowment Trustees, BARC concurs with the recommendation
of the Endowment Trustees that AL A not “divest all holdings in the fossil fuel industry and
invest in renewable energy initiatives” at this time.

Based upon the Executive Board and BARC spring meetings, staff have made the following
adjustments to the budget including:

1. Distributed depreciation expense based upon the FY 2014 capital expenditure additions.
2. Divisions zeroed out staff development budgeted expenses.
3. Transferred personal computers related lease expense to depreciation expense due to a

change from leasing to purchasing of personal computers.

Total ALA revenues for FY 2014 are budgeted at $50,307,574. The ALA revenues are adjusted
upward by $373,025 compared to the preliminary spring budget. General Fund adjusted
revenues upward by $57,750, Divisions adjusted revenues upward by $27,802 and Grants
adjusted revenues upward by $287,473. Total ALA expenses, including all funds, are budgeted
to reach $50,874,580 from $50,430,334 including depreciation expenses from the Technology
Reserve Fund. General Fund adjusted expenses upward by $57,750, Divisions adjusted expenses
upward by $73,000, Endowment adjusted expenses upward by $26,023 and Grants adjusted
expenses upward by $287,473.



FY 2014 General Fund Budget Overview

Revenues

The General Fund revenue budget is $28,821,439. This represents a revenue decrease of
$2,818,737 compared to the FY 2013 approved budget. Dues revenue is budgeted to decrease by
$5,007 from the FY 2013 budget. Revenue decreases for book sales, other sales, advertising, and
meetings and conference are budgeted to decrease $1,932,116, $99,763, $36,533, and $789,238,
respectively. Revenue increased for subscriptions by $12,790 and miscellaneous by $31,130.

Membership dues are budgeted at $5,802,981, which represents a $174,321 increase over the FY
2013 projection. The FY 2014 dues budgeted amount of $5,802,981 includes the dues
adjustment of $77,500. Note that FY 2013 dues are projected to be $5,628,660 or $179,328 less
than FY 2013 budget of $5,807,988. At the spring meeting, BARC recommended the General
Fund budgetary ceiling to the Executive Board for approval.

Expenses

The General Fund expense budget is $28,821,439. The FY 2014 General Fund expense budget
represents a decrease of $2,526,966 compared to the FY 2013 approved budget.

Payroll and related expenses are decreased by $919,400 or 6.1% mainly due to the unfunded
FTEs.

Outside services expenses are increased by $74,231 or 1.9% compared to the FY 2013 budget.

Travel and related expenses are increased by $85,957 or 8.1% compared to the FY 2013 budget.
Meetings and conferences expenses are increased by $221,210 or 7.6% due to the increase in
facilities rent, exhibits, speakers’ honorarium, audio/visual equipment, security service and
special transportation.

Publication related expenses are decreased by $241,259 or 6.8% due to decreases in printing,
design services, order fulfillment, cost of sales, mail list rental and advertising expense.

Operating expenses are decreased by $1,311,901, or 20.6% due to decreased staff development,
royalty expense, equipment lease, and the 3.91% departmental decrease of $530,326.

Due to two division national conferences in FY 2014, the overhead from Divisions is increased
by $335,669 from the FY 2013 budget. The decrease in grant overhead is $73,740 from the FY
2013 budget. The 24.2% overhead rate is applied to Publishing, Conferences revenue and
Divisions.

Division Fund Overview

The divisions’ boards of directors will review the FY 2014 budget at this Chicago Annual
Conference. It is likely that further adjustments will be proposed and that the final approval by
the ALA Executive Board will take place at the 2013 fall meeting. Total division revenues are



budgeted at $15,384,863, which is higher by $27,802 from the spring budget. The revenue
change is due to revenue increases from PLA, ALCTS, RUSA, and YALSA in the amounts of
$16,000, $21,535, 18,900, and $27,500 respectively; revenue decreases from ACRL, CHOICE,
and ASCLA in the amounts of $16,912, $38,221, and $1,000 respectively. Total division
expenses are budgeted at $15,935,601, with an expense increase of $73,000. The expense
change is due to expense reduction from AASL, ASCLA, LLAMA, RUSA, UFL, LITA, ALSC
and YALSA in the amounts of $6,928, $1,898, $2,102, $38,282, $1,500, $2,534, $5,477 and
$22,028 respectively; expense increase from PLA, ACRL, CHOICE, and ALCTS in the amounts
of $41,717, $89,743, $8,270, and $14,019 respectively. Since the April meeting, the division
expenditure adjustments also include the depreciation for the FY 2014 capital addition and
zeroing out the staff development expense.

Total support to small divisions is $49,081, ASCLA, $20,789 and UFL, $28,292, which is 50%
of the FY 2013 budget amount.

Round Tables

Round Tables revenues are budgeted at $374,020, which is the same as the spring meeting
budget. All Round Tables are reflecting a positive net asset balance. The projected Round
Tables net assets balance ranges from as high as $437,605 for EMIERT to as low as $1,050 for
SRT. Round Tables are budgeting total expenses of $317,310, resulting in an increase of net
assets of $56,710 for the budget year.

Plant Fund

The Plant Fund budget includes the Headquarters, Washington Office Building, and CHOICE
Office Building expenses in FY 2014. The Headquarters’ expenses are budgeted at $1,113,992
and it includes the expenses of the Building & Maintenance Unit of $706,191. The Washington
Office Building expenses are budgeted at $359,743. The General Fund will transfer a total of
$1,473,735 to offset the Plant Fund operating expenses. The CHOICE Office Building’s
expenses are budgeted at $87,255 and the CHOICE operating fund will transfer $87,255 to offset
this portion of the Plant Fund operating expenses.

Grants and Awards

The proposed ALA Grants and Awards budget of $4,578,354 includes those grants and awards
for which ALA has been notified that funding is approved. Also, included in this budget, is a
$1,502,667 proposed grant which will be awarded in FY 2014. During the course of the fiscal
year, additional grants may be awarded, and if so, the budget will be communicated to the
Executive Board for review at the fall meeting. In addition, the Public Relations Campaign,
ALA Champions and the Scholarship Bash are reflected in this fund group. Note that the Dollar
General American Dream Starts @ Your Library grant of $217,200 for OLOS/Diversity, and the
fourth year extension of the LSSC/IMLS grant of $52,411 have been added since the spring
meeting, Also, FINRA grant was increased from $251,709 to $269,571 for RUSA. Grants are
budgeted to contribute $393,566 in overhead to the General Fund.



The Public Relations Campaign for FY 2014 consists of $249,250 in planned expenditures. The
Library Champions ($146,500), and an external sponsor ($102,750), are planned as support for
the expenditures related to the campaign.

The Scholarship Bash projects revenues of $149,000, which includes $109,000 from external
funding. In addition, the Annual Conference will provide $40,000 in program support to offset
the expenses. Funds projected to be available to award as scholarships of $65,000, which is
earmarked for Spectrum scholarships and Institute expenses.

Long-Term Investments
The ALA’s long-term investment portfolio includes a total of thirteen managers with assets
allocated as follows:

Portfolio % of

Manager Value Portfolio
London Company — Large Cap Core $ 5,341,224 15.1%
IDP — Large Cap Growth 5,314,103 15.1%
IDP — Large Cap Value 3,201,785 9.1%
Principal/Goldman SMID 1,687,022 4.8%
IDP — International 3,193,586 9.1%
Invesco — REIT 2,083,599 5.9%
Ariel Capital — SRI 721,513 2.0%
Lord Abbett Convertible — Equity/Fixed Income 983,707 2.8%
Endowment Fund — Alternatives 3,252,313 9.2%
Corporate Fixed Income — Fixed Income 2,118,964 6.0%
Pimco — Fixed Income 4,182,485 11.9%
Global Bond — Fixed Income, Real Assets 3.252.313 _9.1%

Total $35,281,555 100.0%

The asset allocation of the endowment follows the general target guidelines of 60.0% in equities,
32.5% in bonds and 7.5% in alternatives. The current allocation is 62.2% in equities, 27.9% in
bonds and 10.4% in alternatives. Note that the stated targets operate within a range that is + or —
5% for equities/cash and + or — 7 2% of the stated target for bonds.

The 2014 interest and dividends are budgeted at 5% rolling average of the last 20 calendar
quarters in accordance with the newly revised Endowment Policy 8.5.1. Spectrum interest and
dividends are budgeted to yield $199,469, and capital gains are budgeted to yield $99,387.
Spectrum expenses of $236,529 included $150,000 scholarships for 20 FY 2014 scholars,
$45,000 in institute expenses for 30 FY 2013 scholars and $34,163 in bank service fees.



Additionally, 10 Spectrum scholars will be funded by ALA/Pro Quest Scholarship Bash, 2
Spectrum scholars will be funded by ALA/NLM and 1 Spectrum scholar will be funded by TLA,
and one Spectrum scholar will be funded by Pro Quest in honor of Ron Clowney. Additionally,
two FY 2014 named scholarships (Turock and Gordon) and four scholarships from Divisions:
ALSC, ACRL, AASL and YALSA, pending funding. The interest transfer to the General Fund
is budgeted at $440,539. In conjunction with a change in accounting standards, long-term
investments are now required to be reported in three categories (Endowment/Unrestricted,
Endowment/Temporarily Restricted and Endowment/Permanently Restricted). In the FY 2014
budget, there are $28,063,577 related to Endowment/Unrestricted, $4,251,501 related to
Endowment/Temporarily Restricted, and $514,700 related to Endowment/Permanently
Restricted. Additionally, $2,068,457 of the Endowment is related to the book value of the Huron
Plaza building,

Total Capital Budget Request

The FY 2014 Capital Budget Request increased by $201,500 to $2,285,854, resulting in
$227,185 in depreciation expense to the operating budget. CHOICE increased the FY 2014
Capital expenditures request from $292,500 to $494,000 with an increase of $201,500. The
related depreciation increase is $21,417. The Capital Budget includes investment in on-line
software development, maintenance on the building, continuing investment in the information
systems technology, interior renovations.

cc: BARC
Department Heads
Unit Managers

FY 2014 Budget Overview- Annual Conference 2013.DOC
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