Draft Treasurer’s Report on Aquatic Gardeners Association, Inc

For the period January 1, 2004 through June30, 2004

This report is based on partial data comprising the Paypal actual data for January 1-June 30, 2004 and the available nonPaypal data for the same period. The softest numbers are those regarding reimbursement expenses, bookstore activity, and sales by check or (mail order credit card).

Assets and liabilities represent things of value that we possess or which are owed to us and debts or obligations we owe to others. Cash is the hardest number we’ve got, notwithstanding any extraordinary payables (debts we have incurred but not yet paid) or receivables (debts to us that others have incurred but not yet paid). We have cash in two places, in the main Demand Deposit Account and held by GWAPA for AGA2K4 and they are listed separately below. We have only two groups of significant payables. First is whatever the IRS eventually might demand. That IRS amount is unknown and technically, should not be considered incurred. However, the amount could be significant; so I am using a “stand-in” value of $10,000 for IRS Resolution. Second are the obligations of AGA2K4 to the hotel. Since GWAPA is acting on AGA’s behalf, and the money comes in through the AGA Paypal account, it is appropriate to record the liability on our records. We do not have significant receivables (money actually owed to us) although we anticipate income from the usual sources.

Assets and Liabilities

	Net Worth on July 1, 2004

	Assets
	
	
	

	
	Quantity
	Value
	Total Value

	DDA (Demand Deposit Account)
	1
	 $  28,309.76 
	 $    28,309.76 

	AGA2K4 Revenues (AGA half of total amount-GWAPA gets the other half)
	1
	3,243.00    
	       3,243.00 

	TAGs (less than 1yr old)
	      277 
	     4.89 
	       1,355.93 

	PAMs (less than 1 yr old)
	        -   
	        -   
	                -   

	APHB (est.)
	       35 
	   13.57 
	         475.00 

	Tropica (est.)
	       56 
	   15.00 
	         840.00 

	
	
	
	

	Shirts
	       97 
	     3.87 
	         375.63 

	
	
	
	 $    37,842.32 

	
	
	
	

	Liabilities
	
	
	

	IRS resolution ("place-holder" estimate)
	1
	 $(10,000.00)
	 $  (10,000.00)

	Hotel Roomnights & Banquet Contracts (AGA half of total amount-GWAPA gets the other half)
	1
	   (6,218.08)
	     (6,218.08)

	
	
	
	$  (16,218.08)

	
	
	
	

	Net Worth
	
	
	$    18,381.24


The item “IRS Resolution” is an ersatz figure for what our real liability might be. It is conceivable that IRS will recognize AGA as tax-exempt going all the way back to the date of its incorporation and assess no penalties, but it might assess late penalties. It is also conceivable that the tax-exempt recognition will only go back one or two years or not at all and that taxes or penalties or both will be assessed for the taxable years. And it is possible that the penalties and taxes assessed, if any, could be large enough to bankrupt the AGA. There is no bankruptcy protection from money owed to the IRS. So in the event of bankruptcy, the corporation would have to dissolve, losing all of its assets and a new corporation formed with zero assets. In the event of substantial taxes or penalties or both, we might have little choice but to hire an attorney to deal with the situation.
The amount of money we have received related to AGA2K4 is still less than the obligations we incurred when we entered into the hotel contract. This will not change until registration reach about 100. As of August, we have about 60 registrants.

Assets change in value over time, especially “dated” material like periodicals. Under a conventional treatment, the PAMs would have been entered on AGA’s books as assets at their purchase price when they were purchased; that added asset would have offset the expenditure of funds (a decline in cash assets) used to purchase the PAMS. Subsequent sales of PAMs would have shown up as revenue transactions (an increase in cash assets) and as a reduction in Inventory assets for each PAM sold. However, in the year subsequent to AGA’s purchase of PAMs, or perhaps the next, we should then have revalued the PAM inventory at essentially $0 and the difference in asset value should have been entered as a gross loss on our Income/Loss Statement, although the loss would not show up on the Statement of Cashflows as cash transaction. It would, however, have counted as an “expense” against our income that year.
Herein and hereafter, I will be treating the PAM inventory at $0.

Surplus or “back issue” TAGS, on the other hand, at least until they are one year old, should be valued at their cost, which currently is $4.89 ea (Total contract costs equal $4887.48 per 1,000 TAGs). The inventory remains essentially constant in value. Inventory older than one year, I believe, can be valued at $0 and written off as a loss in assets, while the addition of new TAGs each quarter can be recorded as an increase in assets. Between what “falls off” as old and what we sell, compared to what we add each quarter, the inventory remains roughly constant in size.

The existing TAG inventory (less than one year old) is 277. Each quarter, we gain about 150 new TAGs, not counting about 50 that are allocated for “goodwill,” extra copies to Board members, and similar “giveaways” or handouts. I estimate that about 50-100 “fall off” (or should be written off) as no longer current issues and no longer of value each quarter and about 50-100 are sold. The more that are sold, the fewer there are to become obsolete. So TAGs, as an asset, remain roughly constant in number and the TAGS as an asset remains relatively constant in value. I.e., the fall-offs and sales reduce inventory by about the same amount that we increase (new) TAG inventory per quarter. TAG inventory is about $1,356.

As membership increases, the volume should decrease, assuming sales of surplus TAGs remain constant. I would recommend that, if we see TAG inventory building, we should increase the number of sales of back issues, whether through combos, other discounting, or giveaways. The reason is not to make the accounting simple but simply because there’s not much point in stockpiling items of little and declining value
Note that we anticipate the eventual net impact of AGA2K4 to be at worst $0, but probably positive.

Revenues & Expenses
The data is not quite good enough to do a proper Statement of Cash Flows. But a review of the revenues and expenses, such as the available data supports, will help show the relative sizes of various key items.
We have an awful lot of products for an organization with so few basic items to offer. This can be seen on the following pie chart. Don’t try to read the labels, the pie’s only value is to show that there’s a lot of items. A more useful chart will come next.
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Misc,  $75.00 , 0.29%

TAG Ads,  $4,100.00 , 15.73%

Tshirt Payments,  $60.00 , 0.23%

Membership Checks,  $2,625.00 , 10.07%

AGA2K4 Spouse/Guest Banquet,  $441.00 

, 1.69%

AGA Foreign 3-year Membership,  $90.00 , 

0.35%

AGA US/Canada/Mexico 3-year 

Membership,  $1,296.00 , 4.97%

Refund,  $(250.00), 0.96%

AGA2K4 Field Trip,  $860.00 , 3.30%

Aquascaping Contest CD,  $210.00 , 

0.81%

AGA Foreign 1-year Membership,  $396.00 

, 1.52%

AGA US/Canada/Mexico 1-year 

Membership,  $2,010.00 , 7.71%

AGA2K4 Registration,  $413.00 , 1.58%

AGA2K4 Early Bird Registration,  $490.00 , 

1.88%

AGA2K4 Early Bird Registration and 

Banquet,  $3,432.00 , 13.17%

Single Issue TAG or PAM,  $342.00 , 

1.31%

All 6 PAM + 4 TAG,  $720.00 , 2.76%

2003 Complete Convention 2-DVD,  

$245.00 , 0.94%

Ecology of the Planted Aquarium Book,  

$920.00 , 3.53%

Tropica Aquarium Plants Book,  $230.00 , 

0.88%

AGA Foreign 2-year Membership,  $63.00 , 

0.24%

The Aquarium Plant Handbook,  $1,025.00 

, 3.93%

AGA Foreign 1-year New Membership + 3 

Back Issue Combo,  $384.00 , 1.47%

AGA US 1-year New Membership + 3 Back 

Issue Combo,  $1,158.00 , 4.44%

2004 AGA T-Shirt,  $270.00 , 1.04%

Foreign Shipping,  $236.70 , 0.91%

All Convention Videotapes,  $700.00 , 

2.69%

Aquascaping Contest Entry Fee - Entrant 

15,  $20.00 , 0.08%

Holiday Beginner Membership Combo,  

$360.00 , 1.38%

AGA2K4 Registration and Banquet,  

$1,960.00 , 7.52%

AGA US/Canada/Mexico 2-year 

Membership,  $684.00 , 2.62%


This next chart, only slightly more readable, presents all of the Paypal sales for the period by number of transactions. Following that is a similar chart showing the dollar amount of the sales.
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Okay, let’s group some of these things so they are easier to look at. First, here are grouped gross sales showing the relative amount of sales. Note that TAG ads are a major contributor, trailing only Membership and the Convention. 

[image: image4.emf]Grouped Gross Sales

Memberships,  

$9,066.00 , 37%

Books & Periodicals,  

$3,237.00 , 13%

DVD/CD/VHS,  

$1,155.00 , 5%

Tshirts,  $330.00 , 1%

AGA2K4,  $6,486.00 , 

26%

AGA Contest,  $20.00 , 

0%

Foreign Shipping,  

$236.70 , 1%

TAG Ads,  $4,100.00 , 

17%


Once the expenses are grouped, we can see where we are putting the bulk of our money.  Not surprises here. But note that AGA2K4 does not show up because we have not actually expended any money on the project (at least nothing significant that’s been recorded). Although AGA2K4 presents us with a significant liability, the expenditures have not shown up yet. Before the year is over we expect AGA2K4, regardless of the size of related revenues, to become the second largest expense group.

[image: image5.emf]Grouped Gross Expenses 1-1-4--6-30-4

TAG,  $(8,154.58), 80%

Books & Periodicals, , 

0%

DVD/CD/VHS,  

$(202.50), 2%

Tshirts,  $(934.61), 9%
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AGA Contest,  
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Financial Risks

AGA’s greatest risk is the unresolved tax and tax-status situation. It might mean the difference between continuing as Aquatic Gardeners Association, Inc. and dissolving the corporation. The second greatest risk is the Convention. While breakeven or better is more probable than not, potential losses could be on the order of about $4,000-$6,000, That worst case level of losses is based on the assumption that we will get at least 75 registrants, which is a pretty safe bet since we have about 60 so far and September and October are our best months for convention registrations.
TAG 

Given the variety of ways, and prices, one can obtain a copy of TAG (single year memberships, multiyear membership discounts, combos, back-issue sales) and the mix of TAG sales, the average sale price is somewhat variable and hard to pin down. Based on available data for the first six months of 2004, the average revenue per each copy of TAG is $4.34. The average cost is $4.08 when one figures in all of the directly related costs, such as additional mailings, petty reimbursements, printing, domestic and foreign mailers, and other contract costs. So this year we’ve had a margin of about twenty-five cents per TAG or roughly 6% over costs.

Merchant Services Processing

As a side note, I recently investigated pricing from merchant card service providers. These are vendors that process merchant card payments (credit card, debit cards, electronic checks, etc.) for businesses. Our current processor, Paypal, has very competitive rates. When an organization's dollar volume and number of payments is small, as AGA’s are, the fees are higher than for larger organizations. Plus there are one or more monthly flat rates that many card processors will charge in addition to the per transaction charge(s). Those flat rate add-on charges take a terrible toll when the volume is small -- they would wash out if spread over lots of transactions. Such add-on charges are usually $10 - $20 per month and can be assessed for sending you a statement or having terminal or network access to the service provider. Additionally, some charge equipment rental or equipment purchase charges for swipe terminals or software, which over the course of a year will average about $10-$20 per month or more. Generally, one must have either a swipe or push-button terminal to enter transactions into the processor’s system or use proprietary software to enter the data via a personal computer over the web. Either way, there is usually a charge of some sort for access.
If we shopped diligently for the best price, and hired a processor only for mail order card payments, while staying with Paypal for on-line payments, then mail order credit card payments would cost about 15% to 30% of the value of the transactions. That's as large as or larger than our typical margin, i.e., we would lose money with each sale. While, for example, we have a margin of over 20% on Diana's book, it’s only about 6% on TAGs.

If we replaced Paypal with another processor to handle all payments, on-line and mail order, our costs might drop overall although not by much, maybe a few dollars per year. But it is unlikely given the AGA’s volume of sales transactions. While Paypal has a higher percentage fee than many vendors, it does not have the add-on, flat rate charges. If AGA had significantly larger sales, it is possible another vendor could cost less than Paypal. While Paypal does not let us take payments from some foreign countries, it gives us the ability to let customers pay by check over the web.
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