BUDGET & FINANCE COMMITTEE

REPORT TO ACS COUNCIL

AUGUST 19, 2015
SLIDE 1 – COVER SLIDE

SLIDE 2 - 2015 PROBABLE YEAR-END PROJECTION
Madam President and members of Council, the Society Committee on Budget and Finance met on Saturday.  The Committee reviewed the Society’s 2015 probable year-end financial projection which calls for a Net Contribution from Operations of $15.5 million, or $2.1 million higher than the Approved Budget.  Total revenues are projected at $512.1 million which at $481,000 favorable, is essentially on Budget.  Total expenses are projected at $496.6 million, which is $1.6 million or 0.3% favorable to the Approved.  This variance is the result of lower-than-budgeted expenses across almost all major expense categories.
In addition, the Society is expected to end the year in compliance with four of the five Board-established financial guidelines.  
SLIDE 3 – FINANCIAL GUIDELINES

This slide summarizes how the Society is projected to end the year relative to each of the guidelines.   B&F has adopted a simple color-coded system for the Probable 1 Projection.  
As you can see the one guideline where compliance is not anticipated is the highlighted Fund Balance Ratio, which is a measure of the adequacy of Unrestricted Net Assets (or reserves).  The Board has set a guideline of 50% of Unrestricted Net Assets, as compared to the annual operating budget. That means unrestricted net assets should be sufficient to cover half of the operating expenses for the following year.  ACS has been out of compliance with this guideline since the financial crisis unfolded in 2008.  A return to full compliance will require continued strong operating performance; a modest increase in interest rates; and sustained improvement in the capital markets.  

SLIDE 4 – UNRESTRICTED NET ASSETS

To provide some context, ACS ended 2014 with Unrestricted Net Assets of $145 million and a Fund Balance Ratio of 29%.  The blue call out box shows the components of the projected change as of June 30, 2015.  Including the projected Net from Operations, year-to-date investment gains, and a decline in unfunded post-retirement benefit obligations, Unrestricted Net Assets are estimated to be $185 million.  This equates to a Fund Balance Ratio of 37%. 

SLIDE 5 – UNRESTRICTED NET ASSETS
To reach the 50% Minimum Fund Balance Guideline, Unrestricted Net Assets will need to rise approximately $65 million by year-end.
SLIDE 6 – PROGRAM FUNDING REQUESTS

The Committee considered two program funding requests.  These were the ACS Science Coaches and the ACS Festival Series programs.  As Dr. Confalone noted in the Board Chair’s report, the Board subsequently took action and approved funding as shown on this slide which summarizes the net expenses, before indirect assessments.  These amounts will be included in the 2016 Proposed Budget.
Madam President and Members of Council, this concludes my report.


Dr. Kristin Omberg, Chair
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