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Twin Lakes Literacy Council – Financial Discussion Paper

The purpose of this paper is to provide an overview of the financial posture of the Twin Lakes Literacy Council (TLLC) while detailing its financial assets, cash flows, funding, and goals.

The TLLC is a non-profit organization which relies on funding from governmental entities, corporations, charitable foundations, local businesses and organizations, and the contributions of individuals, all of whom recognize the importance and value to the individual and community of promoting the educational goals of the council.  TLLC is a single purpose entity which operates no “for-profit” subsidiary to generate funding.  The lifeblood of the organization rests entirely in the munificence of our benefactors, both large and small.
Financial Assets

The financial assets of the TLLC fall into two categories, namely, operating accounts and restricted assets.  
A.  Operating Accounts

The operating accounts constitute our liquid current assets available to satisfy ongoing routine expenses and are comprised of a checking account maintained at First Security Bank, Mountain Home, AR and a savings account with ING Bank, both FDIC insured banks.  As of September 30, 2011, the balances of the First Security Bank and ING Bank accounts were $2,487.57 and $43,178.08, respectively.  The checking account is noninterest bearing, while the business savings account pays, at present, less than one percent.  The funds management practice is to minimize the amount of funds maintained in the checking account, from which all routine bills are paid, and maximize the balance of the interest bearing ING savings account.  The financial value of this practice was more pronounced when, a few years ago, the rate paid on the ING account exceeded 4%.  Nevertheless, the funds management practice remains, as the desire to seek maximum safety (FDIC insurance) for these funds prohibits our accepting any risk in pursuit of a higher return.
TLLC attempts to keep an amount equal to between nine and twelve months of regular operating expenses in the ING savings account to insure the long-term financial stability of TLLC, particularly given the current uncertainties in future funding levels from both private and government sources.  Institutional and governmental funders also have advised TLLC that the perceived financial stability of TLLC is an important consideration in their decisions to provide future funding to TLLC.
B. Restricted Assets

The restricted assets represent the funds maintained in the endowment trust administered by the Arkansas Community Foundation, Inc. in Little Rock, Arkansas (ACF).  ACF, operating from 27 community offices, administers endowment funds totaling $121.9 million (as of June 30, 2010) for the benefit of numerous non-profit organizations in Arkansas.  The ACF oversees the funds and enacts all investment decisions in concert with Hammond Associates, an investment advisory firm.  TLLC has neither access to the investments nor input as to the nature of investment vehicles or allocations of funds pursued by ACF.  TLLC, as well as the other non-profit organizations, are permitted to access a portion of the trust assets as determined in an established formula based on 5% of the average market value of the trust’s assets over the trailing twelve quarter period.  As of September 30, 2011, the market value of TLLC’s assets in the endowment trust was $57,764.03; the total amount available to be withdrawn, as accrued over a four-year period, by TLLC is $5,436.  
TLLC first invested funds in the endowment trust in December, 2007, with an initial investment of $10,000.  A subsequent investment and consolidation of another trust for the benefit of TLLC brought the total original principal investment to $60,500.  The preponderance of the original funding emanated from the generosity a single family in the community.  Due to volatile conditions in the stock and bond markets since 2008, the value of the trust has in total declined by 4.5% under the administration of the ACF.    However, the ACF has over the past ten-year period generated an annual return of 4.5%; the target return espoused by the ACF is 8.7% annually. We believe that once the markets return to normalcy, a reversion to the mean return is likely.  
TLLC views funds invested in the endowment trust as long-term assets to be held for future projects or opportunities of a strategic nature, and to that end currently accumulates its annual withdrawal rights from the endowment trust and does not use funds from the endowment trust to subsidize general operating expenses.  To date, TLLC has not withdrawn any funds from the endowment trust.  
Cash Flows (Income Statements)

The TLLC operates on a July 1st to June 30th fiscal year.  The net cash flows (Revenues less Expenses) were positive in two of the last four fiscal years.  Specifically, the deficits (negative cash flow) of ($4,509) and ($1,028) in fiscal years ending June 30 2008 and 2009, respectively were offset in the two subsequent fiscal years by positive cash flows of $4,274 and $3,397, respectively.  The years of losses reduced the volume of the council’s operating accounts, while the years of positive cash flow added to the balance of the accounts.  In a real sense, the operating accounts are a buffer or reserve for losses and the ING savings account in particular serves as a “rainy day” fund similar to that maintained by many individual households.  

Funding vagaries are significant in the realm of non-profit organizations. Governmental and corporate funding and general donations can be withdrawn without warning as influenced by economic conditions or other factors.  Consequently, the maintenance of a reserve to ensure the continuity of operations through periods of inadequate funding is essential.  The average annual level of expenses incurred by the TLLC over the last four years approximates $52,200.  As is evident in the discussion of financial assets, this average level of annual expenses slightly exceeds the level of our liquid assets available in our operating accounts.  Consequently, in the event of a temporary absence of funding, we could operate, providing the current level of services, for approximately one year.              

Sources and Uses of Funds

Funds totaling approximately $56,900 were received in fiscal year 2010 – 2011.  These funds were garnered from the following sources with the respective percentages noted:  Arkansas Literacy Councils Inc – Grant and Aids of Councils (State of Arkansas), 35%; corporate and charitable foundations, 36%; community businesses, organizations, clubs and individuals within the local community, 15%; fundraisers 12%, and interest on deposits and other sources, 2%.  As noted, the largest single contributor to the TLLC is the aid provided by the State of Arkansas, which is exclusively used, as mandated by the grantor, to fund the adult education programs.  Certain other benefactors will specify the use of their funding for either the adult or children’s programs.  Other grants and most individual donations are available to satisfy the expenses of either program.  Meticulous records are maintained to properly account for the use of the funds as mandated by the grantors.
Funds totaling approximately $53,500 in fiscal year 2010 – 2011 were used to satisfy the following categories of operating expense with respective percentages noted: Salaries, 40%; Instructional materials, 16%; Rent, 11%; Utilities (including telephone), 7%; Equipment (purchases of essential copier and personal computer for training), 4%; Americorps staff member funding, 4%; Insurance, 4%; Volunteer Appreciation Luncheon (funded by a donation specifically dedicated for this purpose by the benefactor), 3%;  Printing/copying, 2%;  Fundraisers, 2%; Professional fees (CPA audit and tax return preparation), 1%;  Insurance, 1%, Training, 1%; Cleaning, 1%; and all other categories of expense, including, office supplies, goodwill, membership fees, and mileage each less than one percent, in total, approximate 3% of the total volume of expenses.  
Goals
The financial goals of the council are to strive to identify those entities, organizations and individual desirous of providing essential funding for our educational mission, and solicit from these sources the necessary operating funds on an ongoing basis.  Stringent and concerted efforts are undertaken to minimize expenses.  In a perfect world scenario, annual proceeds would exactly equate to the level of expenses incurred.  Of course, perfect scenarios are rarely encountered.   We operate in a world of changing economic conditions, dynamics, priorities and funding streams.  Funding will never exactly match expenses.  Periods of surplus allow us to augment our operating accounts which are diminished during periods of deficit.
We have been blessed with the financial support of our community family for many years.  The prudent administration of the funds entrusted to us, as the Board of Directors of the TLLC, is a sacred duty.  Not long ago, the council operated on a month-to-month basis, with the likelihood of operation beyond the next few weeks presenting a grave uncertainly; these difficult times are fresh in our memories.  At present, the tremendous generosity of our patrons has afforded the TLLC the funds necessary to ensure operation for the entire fiscal year.

The generosity in the hearts of our patrons, the care in the hearts of our tutors, the exemplary efforts of Executive Director Nancy Tester and staff, and the commitment of our Board of Directors are components of an organization which time will attest to as being a positive beacon of educational light in a world constantly in need of the ability and confidence knowledge conveys.          
This paper is respectfully submitted by the Board of Directors.
