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ALA Financial Questions and Responses 
June 6, 2020 

 

During the Midwinter Meeting discussions, ALA Councilors and Members Leaders held several 
conversations regarding the financial status of ALA.  This situation developed due to unplanned 
deficits in FY16 through FY19 in addition to the strategic investment planned deficits for FY19-
FY21. The unplanned deficits fall primarily into two categories: underperformance by ALA’s 
three primary revenue streams--publishing, conferences, and membership--and overspending in 
several areas, with the greatest overspending in IT.  However, the current COVID19 health 
situation and cancellation of ALA events including 2020 Annual are further impacting the 
association finances.  The result is a financial situation that is impacting all areas of ALA. 
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Here is an older chart for 2015 calculation that might be useful - 

http://www.ala.org/aboutala/sites/ala.org.aboutala/files/content/governance/financialdata/
financialrpts/OverheadCostPoolAC16Attachments%20A%20%26%20B.pdf 

 
In addition, the Final FY Approved Budget spreadsheet contains the overhead contributions for 
Publishing, Conferences, etc. 
Here is FY2020 – 

http://www.ala.org/aboutala/sites/ala.org.aboutala/files/content/governance/ExecutiveBoard/
20192020Docs/ebd%203.4a%20BARC%203.4a%20FY%202020%20Final%20Budget%20S
chedules%20Fall%202019.xlsx 

 
 
Sale of the Chicago Headquarters Building 
 
3.  Why place the bulk of the HQ sale in endowment? And why place $1 million in short 
term/cash? Concern regarding investment when there is a cash shortfall. 
The Executive Board agreed last year to proceed with the sale of the building if a substantial 
portion of the sale proceeds were put into the endowment. The Executive Board and Finance 
staff were looking long term to convert a depreciating building asset into a long-term asset that 
would generate payout revenues well into the future of ALA.  It should also be noted that the 
decision was made prior to the revelation of the IT overspend. 
 
Short term investment is still “liquid.” It will generate very modest income.  Management tested 
the probable return on the $5M investment in discussion with the Trustees and with investment 
advisers. Data indicated that we would be better off investing the full $5M in the Endowment 
and using a commercial loan at current low rates for some move-related expenses. 
 

4.  ALA HQ is prime real estate so was the price too low? 
Real estate sales - both home sales and commercial real estate sales – are based on current 
market conditions, on the condition of the real estate asset being sold and, in the case of 
commercial real estate in particular, likely future market conditions in which the purchaser must 
operate. ALA looked at various stay or lease options and necessary building maintenance and 
decided to proceed with the sale.  The HQ building required significant maintenance incl6(e)0.590251(d)11.484 ing 
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7.  Is this a typical cash crunch for ALA? 
While cash flows – and ebbs – throughout the year, creating “cash crunches” throughout the 
budget year, the current situation is more significant.  A combination of flat revenue streams that 
fell faster and further than anticipated, combined with programmatic and infrastructure 
investments intended to move ALA forward, and unplanned deficits created a larger than 
anticipated cash drop. 
 
 
Divisions and Round Tables 
 
8.  Divisions/Round Tables - can they spend? Why did ALA take the money? 
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15.  What should divisions and units plan for FY21? 
Divisions and Round Tables are developing their FY21 budgets and the Finance Office is 
working closely on short- and long-term financial plans. If a Division or Round Table is 
anticipating unusual expenses or investments, they are encouraged to work closely with the 
Finance Office and Executive Director in their planning to determine short term cash needs.   
 
As has been the longstanding practice, expenses are paid as incurred across the Association -- 
regardless of which part of the Association incurred the expense.   
 
General ALA operations funded by the General Fund, such as the Washington Office, HR, IT, 
and Communications are reducing their FY21 budget by approximately 5-10%.  ALA staff is 
committed to fiscal management via our emphasis on organizational excellence in FY21.  
 
16.  Explain the “one checkbook” analogy. 
ALA is one, single legal entity with centralized budget and accounting functions in a similar 
fashion as most universities, government agencies, and not-for-profit associations. ALA offices, 
units, Divisions, and Round Tables are responsible for managing their portion of revenue and 
expenditures.  Centralized budget operations allow for paying expenses across the Association 
as they are recognized, but create a ripple effect when anticipated revenues are not realized or 
when unexpected expenses occur. We are committed to doing a better job of forecasting 
revenues and adjusting expenses on a by-unit basis throughout the fiscal year when revenues 
and costs do not match expectations.  We are also directing the Executive Director and Interim 
CFO to increase financial communication with Division Directors, Roundtable Staff, and member 
leaders for clarity regarding financial operations and regular financial updates. 
 
 
Long Term Investments/Endowment/Donor Funds 
 
17. Please provide an outline of our endowment/investments including restricted versus 
unrestricted. 
Donor intentions are strictly followed according to donor agreements and fund purpose.  Donors 
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21.  Is ALA using the long-term investment to pay for operations? 
In general no.  The endowment does generate some operating revenues that support the 
Association’s operations, programs, and services.  Endowment payouts are directed toward the 
intended purpose of the fund.  The Endowment Trustees oversee the management of the 
endowment and the annual payout. They base the contribution of the Endowment to funds on a 
5-year rolling average of endowment gain – generally 4-5% per year.  This applies to all parts of 
the Endowment – e.g. each Division or Round Table with funds in the Endowment, the ALA 
General Fund, scholarship funds such as Spectrum.   
 
Divisions and Round Tables 
 
22.  What are the net assets of the Divisions? 
The year end balances are reported in annual financial reports such as Midwinter EBD#3.14 
and are provided in the attached appendices. 

The Operating Agreement <A.4.3.4.1> allows the Divisions to roll-over net revenues over 
expenses for use in future years; those “net assets” are tracked within the ALA accounting 
system.  While the General Fund, overall, can roll over any net assets, individual units within the 
General Fund cannot – so Publishing or Conference Services cannot roll over net assets from 
one year to invest in future product enhancements.  In that case, all net assets go to the 
General Fund overall, and individual product/service investments are considered in the overall 
context. 

23.  Does ALA have any written rules or guidelines related to Division and Round Table 
balances? 
Yes, the Operating Agreement does provide guidance on Division finances.  The text from the  
The Operating Agreement <A.4.3.4.1>  is here:  Divisions must generate from dues and other 
revenue excluded from overhead at least 50% of the funding required to provide basic services. 
If a Division is unable to meet this 50% level for two consecutive years, its status as a Division 
must be referred to Council by the Executive Board, with an appropriate recommendation. 
Money from the General Fund will not be used to offset expenses for non-dues revenue-
generating products and services. Divisions may retain the net revenue from these activities to 
initiate and support other similar activities in the future. 
 
Round Tables lack an operating agreement thus they only need to maintain a positive net 
balance.  The forthcoming Operating Agreement Workgroup will include consideration of a 
Round Table operating agreement. 
 
24.  Divisions are being asked to be fiscally responsible but their balances are being 
pulled for ALA General Fund.  Please explain. 
As a single legal entity, ALA operates a consolidated budget with multiple accounts.  The 
strategic investment budget funded by the general fund benefits all ALA Divisions and Round 
Tables.  Net balances have not been pulled but Divisions and Round Tables are encouraged to 
work with the Finance Office before large expenditures are made.   
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F&A Audits 
Working draft reports are provided on the Executive Board Documents website and 
when the final Consolidated Audit report is available, it is posted here: 
http://www.ala.org/aboutala/governance/officers/eb_documents 

  
What is our liquidity? What are our cash/short term assets? 

The best place to analyze liquidity is the Controller’s Report, the most recent is 
EBD#3.5: 
http://www.ala.org/aboutala/executive-board-document-inventory-2019-2020 

  
Strategic Investment Plan – details 

EBD #14.9 – Planning for FY19 and Beyond (see pages 6-7): 
http://www.ala.org/aboutala/sites/ala.org.aboutala/files/content/ebd14_9_financial_planni
ng.pdf 

  
BARC report to Council and PBA Annual Conference 2019 with Strategic Investment 
Graphics (see slides 7-11): 
http://www.ala.org/aboutala/sites/ala.org.aboutala/files/content/governance/financialdata/
financialrpts/BARCReporCouncilAC19%20Final.pdf 

 
  
 
 
Appendices 
ALA Division Net Asset Balances 
ALA Round Table Net Asset Balances 
 
 
 
 
 
Document Editor, Maggie Farrell, ALA Treasurer 


