Overview of ASME Finances
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This document introduces you to the basics of who is involved in the budget planning process, how the planning process works, where our money comes from, how it is spent and saved, and the process by which programs are funded, including Merit-Based Funding for Sections.
Volunteer Leader and Staff Roles and Responsibilities

· The ASME Board of Governors (BOG) sets goals and strategic direction and approves the annual budget;

· The Committee on Finance and Investment (COFI) recommends annual budgets to the BOG, reviews all funding requests, reviews programs in light of their strategic importance and performance, and reviews variances from the projected budget.
· The individual Sectors, with oversight from the Sector Management Committee (SMC), develop programs, prepare business plans, implement programs, monitor and manage the performance and budget of the programs, and conduct program assessment.  
· ASME staff assists Sectors, Operating Units, and Committees in implementing approved programs and collecting, organizing, and reporting on operations.

ASME Three-Year Integrated Planning Process
· The annual planning cycle is a three-year integrated financial plan that:

· Factors in the three-year boiler code cycle where revenue is recognized over a three-year period.  

· Integrates operating and non-operating segments of ASME.

· The goal is a balanced 3-year net operating budget.
· The SMC performs program assessment to ensure that programs align with ASME strategy. 
· The planning process is focused on strategic objectives and proceeds as follows:

· Updating of the strategic objectives for the coming year, for ASME as a Society and cascading down through the individual Sectors, using the Balanced Scorecard;

· Establishing specific goals, targets, initiatives and measures for implementation and monitoring of the strategic objectives, using the Balanced Scorecard; and

· Developing and approving of the budget, based on the results of the Enterprise (Society-level) and Sector strategic plans and budgets.
The timing of the cycle is depicted in Figure 1.
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Budget Planning:

1) 6 month Forecast

2) Program Planning (Sectors)

3) DRAFT Budget (Sectors):

a) Sectors w/ leaders

b) Non-sectors

4) DRAFT Funding Models (COFI):

a) Support new program activity

b) Support Business Development

5) Present/discuss DRAFT Bud 

(SMC & COFI)

6) Revise/Complete Budget (COFI & SMC)

Jan Feb Mar Apr May

BOG Meetings:

1) Review Programming

2) Review DRAFT Budget

3) APPROVE Final budget

Jun Deliverables:

Figure 1: Financial Planning Cycle and Tasks


Assets, Revenue, and Expenses

· Figures 2-4 depict the categories of ASME’s assets, revenue and expenses.
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Fund Balance, Operating Budget, Reserves, and Investments

Fund Balance - the balance of ASME’s overall funds is made up of the operating budget and its various reserve funds.  The overall fund balance = assets – liabilities.
Operating Budget
· “Budget” normally refers to General Fund

· The General Fund is the greatest source of funds for ASME’s programs. 
· General Fund = Operating Budget = ~$79.6 million 

Reserves - ASME also maintains a Reserves Fund, which it needs for a number of reasons, including funds for growth and investing in initiatives and projects and contingency.  
· The BOG has established a goal of a reserve equal to or greater than 60% of the average of 3 years of operating expenses.
· Its 2008 Balance was ~ $60.5 million (greater than the target set by the BOG)
· Custodial or Sections/Division Balance = $13.3M

· Other Fund Balances:

· Foundation*    
$22.6M

· Auxiliary*       
$  1.5M

· Others:

$  2.6M

Investments – investments make up approximately 70% of ASME’s assets

· The asset allocation guideline ASME uses is 60% equity/40% fixed

*Separate Corporations
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Custodial Funds    
In fiscal year 2008, Custodian Funds comprised $13.3 million, or 17.5%, of the ASME total net assets of $76.4 million.  The institutes, the International Petroleum Technology Institute (IPTI) and the International Gas Turbine Institute (IGTI), accounted for 23.6% and 21.5% of the total Custodian Funds net assets, respectively.

Custodian Funds are ~95% Technical Division based.  These funds are designated by ASME for Technical Division use in developing grass-roots programs at the volunteer level.  The intention is to foster entrepreneurial initiative in program development by volunteer members, while providing the necessary legal, tax, insurance, and other business support through ASME corporate.  Many of our large, successful conference events have originated in this area.

Custodian Funds are maintained in a pooled fund with other ASME funds - including dozens of Custodian Funds - totaling about $85 million.  Funds share in the income, gains/(losses), and expenses on a mutual fund basis.

The funds are all professionally managed.  The ASME Committee on Finance and Investment provides oversight of the funds.  The Committee selects mutual funds and managers (it never selects individual securities) with from an investment adviser.  The target equity allocation is 60-65%, with the remainder in fixed income.  The Committee seeks diversification across the broad market, avoiding concentrations in any one sector.

After establishing an account, funds may be deposited or withdrawn for business use at any time.  To deposit funds, you may send a check with the account number (that will be assigned when the fund is established).  To withdraw funds, two authorized signatures (that you will provide by letter when the fund is established) are required.  Reports detailing revenues, expenses, and fund balances are issued monthly and can be obtained through ASME.org.  Access to these reports is arranged through Knowledge and Community sector staff.
Program Funding Options

Most of the Society's programs and services are funded through the annual operating budget.  In addition to the General Fund (Operations), there are several program funding options available, which can be solicited in instances where the project may not have been identified in time for the budget cycle, or for programs that are new or cross-functional, or require start-up funding and are strategic in nature.  

The ASME Development Fund is intended to support projects and programs that are thought to be worthwhile with long-term benefit to the Society, but where the response and reception are not yet known. Any project is eligible for consideration as long as it provides a benefit to mechanical engineering and/or the Society. Funds are intended to permit a project or program to be tested prior to inclusion in the annual operating budget. In no case will Development Funds be used to augment existing, operating General Fund programs.  The Development Fund was established in the 1950s, from contributions from industry to undertake projects of a developmental nature. Since 1971 voluntary contributions from members have been added to the fund.  There is no specific limit to requests for funds; however, annual voluntary contributions from members generally run $350k-$500k.  Additional information is available online at http://www.asme.org/Governance/Volunteer/Funding/Development_Fund.cfm.

The ASME Foundation Grants Program, funded by donations, provides grants to ASME units to enable them to develop leading edge programs that help engineers fulfill their leadership role in society - to use technology for the benefit of all. Eligible projects are not expected to be net revenue producers, and the minimum request is $20,000. Additional information is available online at http://www.asme.org/Governance/Volunteer/Funding/Foundation_Grants_Program.cfm. 

The ASME Strategic Priorities Grant Fund (SPGF) provides funds for broad-based, cross sector proposals for the development of programs that further the ASME strategic initiatives approved by the Board of Governors, and for projects that are outside the "business as usual" of the proposing unit.   Funding for both single- and multiple-year projects is available.  There is no dollar limit to proposal funding requests; however, the total funding available in any given year will vary, based on the recommendation of the Committee on Finance and Investment. Additional information is available online at http://www.asme.org/Governance/Volunteer/Funding/Strategic_Priorities_Grant.cfm. 

Merit-Based Funding for Sections    
A section merit based funding program was initiated in FY06 to replace the section appropriations program.  The Merit Based Funding Program was developed by a project team chartered by the Knowledge and Community (K & C) Board of Directors (BoD). 

The objectives of the Merit-Based Funding Program are to:

· Maintain a section funding system that recognizes section achievement in meeting the Society’s objectives and adding membership value instead of one based solely on membership numbers; 

· Ensure that all sections, regardless of membership size, demographics or geography, have an opportunity to meet the objectives and secure funding for future activities; and 
· Implement performance criteria that are not prescriptive, but that set a roadmap and incentives for enhanced section achievement.
The Merit Based Funding Program went into effect at the start of the FY07 program year and the first payouts occurred in Dec. 06.  The program is designed to allow for modifications and improvements based on feedback and the overall performance of the sections.  The District Leaders using the results from the launch of the program made several enhancements for the FY08 program year.  These enhancements included clearer criteria definitions and descriptions and an expansion of included programs eligible for credit.  The District Leaders also created a separate form for the international sections, recognizing the need to address the different section operational models used outside of North America.
Since its inception, the Merit Based Funding Program has been very successful in clearly defining the types of programs that meet the needs of the members, in driving the sections to offer a range of programs that meet those needs and in rewarding sections for this enhanced level of performance. .  
Details on the criteria, selection and application process are available online at http://volunteer.asme.org/unit/Unit_Forms_Instructions.cfm (scroll down to "Section Merit Funding Forms").
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Figure 1: Financial Planning Cycle and Tasks
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		Budget Planning:
1) 6 month Forecast
2) Program Planning (Sectors)
3) DRAFT Budget (Sectors):
  a) Sectors w/ leaders
  b) Non-sectors
4) DRAFT Funding Models (COFI):
  a) Support new program activity
  b) Support Business Development
5) Present/discuss DRAFT Bud (SMC & COFI)
6) Revise/Complete Budget (COFI & SMC)

		BOG Meetings:
1) Review Programming
2) Review DRAFT Budget
3) APPROVE Final budget





























Sam – Review chart.  

FAIR task force met and completed its work.  The recommendations were presented by Amos at LTC.  You will here more about the specific implementation at this meeting.



Budget Planning began with the six month forecast in January.

The Sectors also reviewed their programs for expansion, contractions and worked to align their staff resources.  The sectors also took a look at their program mix from a net revenue generation or net subsidy point of view.

Regarding the DRAFT budget, there have been two runs at the FY08-10 plan and is reflected in the materials for this meeting.

Following our joint meeting the COFI will discuss possible changes to the funding models for new initiatives.  

And also following our meeting there will be some follow-up action regarding the budget and planning.

As for the BOG meetings, we met in February and reviewed the process.  The board will have a more in-depth conversation regarding the budget in April.  The formal approval of the budget will take place at SAM.



Officer-Elect Orientation Nov. 12, 2007
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Figure 3: General Fund Operating Revenue

by Type -FY08 Actual ($millions)
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Figure 2: ASME Asset Types – 

June 2008 ($Millions)
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BOG and Officer_Elect Orientation November 2008
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Fund Balances
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