
To:   Policy Council of the System Dynamics Society 
 
From:   David Andersen, VP Finance 
 
Subject:  VP Finance Report for July, 2008 
 
Date:   July 15, 2008 
 
Summary:  Several important changes in how the Society looks at its finances have occurred this 
year:  (1) 2008 is the first year of our new tiered dues structure, and (2) In 2008 our books 
shifted from a cash basis to an accrual basis (mandate of the State of Massachusetts, not my idea 

), (3) We have moved a staff person at the Home Office from “professional services” into the 
UAlbany contract, and (4) We have increased support for the journal’s editorial board.. That 
said, I believe that the Society is still in good financial health with our total assets at the 
beginning of this year (now on an accrual basis) at $750,073, up $54,251 from the previous year.  
 
I regret that I will not be able to present this report in person due to some personal family matters. 
I try to present a more complete report to help answer possible questions. After a brief discussion 
of some changes in our financial procedures, I organize this report around six documents that are 
attached. 
 

Part I:  Discussion of Changes in Society Financial Procedures 
 
Impact of Tiered Dues Structure 
We will not be able to fully evaluate the impact of the new tiered dues structure because the first 
fiscal year is not yet closed and this is not a controlled experiment.  But I believe that there have 
been four overall impacts. 
 
• A small number of high income members have expressed displeasure at the change.  

Articulated concerns seem less addressed at the actual increase in dues and more at the need 
to disclose salary ranges. 

• As of this writing, we have seen a slight increase (69 versus 61) in low income members to 
the Society.  So I would say that if our goal is to increase low income membership, we still 
have an opportunity that needs to be developed. 

• As of this writing (with 88% of the expected renewals now complete) our membership 
renewals as a percentage and as an absolute number are not significantly different from last 
year.  It is possible that memberships would have risen had we not changed the dues structure 
and it is also possible that they may not have risen (because Athens is a less attended 
conference than Boston, 2007).  We will probably never know. 

• As of this writing total dues income is up by a slight amount compared to last year (about 
$5,000). 

 
Shift from Cash to Accrual Accounting Methods 
The State of Massachusetts, where we are incorporated as a not-for-profit organization, has 
mandated this change.  This will have its most important impact on pre-payments that we make 
for conferences one or more years in advance.  You will notice that our balance sheet for 
December 31, 2007 shows an asset of $38,938 in “Prepaid conference Fees”.  This accounting 



shift will make our assets at the end of the year in 2007 seem greater and our expenditures for 
2007 seem less by an equal amount.  These accounting shifts will continue to make small 
differences in reported amounts for the next several years without changing our underlying 
financial position in any way. 
 
Personnel Shifts at the Home Office. 
Jennifer Rowe, a long term full time employee of the Society is leaving to go to law school in the 
fall. We will miss her and wish her well. She is being replaced by Erin Sheehan. There are no 
financial impacts from this change. In addition, Robin Langer is continuing with the Society and 
still performs her same functions. However, to be in compliance with IRS regulations, she has 
moved from being a professional services consultant to a part time employee. We are now 
paying Robin benefits and her salary has University indirect costs associated with it. The 
contract with the University at Albany is rising this year to cover this increase as well as cost of 
living increases over the past several years. The contract with the University at Albany has not 
increased for several years because the Society has been holding a balance of funds within 
University Accounts. I anticipate that these balances will be spent down by the end of 2009 
(leaving only a small cash buffer for contingencies). 
 
Increased Support for the Journal’s Editorial Board. 
As the Winter PC meeting, we voted to increase support for the editorial function of the journal 
from $12,000 to $20,000 annually. 
 

Part II:  Discussion of Society Financial Reports 
 
(1) Key Trends in Society Finances since 1984 
This plot of key variables over time shows that the Society has grown into a period of stable and 
sound economic health. 
 
(2) System Dynamics Society Profit & Loss Budget Comparison, (unaudited, but reviewed) 
January through December 2007 
This is essentially the same report that I explained in my report for the Winter Policy Council 
meeting. However, this report shows Net Income at $96,998 for 2007, up from $57,570–the 
amount that I reported in January. This change is due to the change in accounting stance. 
 
(3) System Dynamics Society Balance Sheet, Previous Year Comparison (unaudited, but 
reviewed), as of December 31, 2007 
I present this revised balance sheet because our reported total assets using an accrual accounting 
method are up to $750,073 from what I reported in January–$710,645. Again this change is due 
primarily to the change in accounting stance discussed above. 
 
(4) System Dynamics Society, Inc. Financial Statements for the Years Ended December 31, 
2007 and 2006 (statements from our CPA) 
Each year, our CPA firm reviews our financial statements. I have enclosed a copy of the report 
from our CPA for this year. Each year, we use this statement to align our operating books with 
CPA recommendations, leading to the reported changes I have discussed above. 
 
(5) 2009 Proposed Budget for the System Dynamics Society 



I have built this basic budget using essentially the same approach used in the recent past. Several 
items are probably worth paying attention to: 
• I have very little confidence in my predictions about the performance of our investment 

income. The predicted growth of $35,478 is more or less made up. I do not know how to 
predict the performance of mutual funds. Our investment pattern remains, in my opinion, 
solid and unchanged. 

• Society support for the editorial board of the journal has grown from $12,000 to $20,00 
following a vote of the Policy Council at its Winter Meeting. 

• Under the items surrounding the “Contract with UAlbany” there is a line, “Adjustments from 
previous year. This line is the amount that we intend to spend down the current balance at the 
University at Albany accounts, leaving a cash buffer “rainy day fund” of $10,000. Hence, I 
expect that in 2009 we will spend more at UAlbany than we will receive through the contract. 
We have been working to reduce this balance for several years, first incurred when a planned 
graduate assistant position went vacant for over a year. 

• The line indicating “Total Conferences Unduplicated in Society Budget” appears to be down 
52% this year from last year and is quite a bit lower than in any previous year. In part, this 
can be explained by the shift of Robin Langer to the UAlbany account (putting more 
conference funds elsewhere into the budget). Also, I am working from an older conference 
proposal rather than a refined conference budget, so I suspect this figure may be off 
somewhat (but I don’t know exactly how ). 

 
(6) 2009 Proposed Budget for the System Dynamics Society by Cost Centers 
I always find the cost center page to present an interesting picture of Society operations. We see 
that conferences (+$21,529) and sales (+68,777) subsidize core operations (-18,000) and Web 
development and maintenance (-32,434). Our recent contract changes with Wiley have put the 
publications cost center at a near break even point this year. All of these allocation figures are 
based on estimates, not hard accounting figures, and need to be read with a “grain of salt”. 
 
Attached please find: 
 
1. Key Trends in Society Finances since 1984 
2. System Dynamics Society Profit & Loss Budget Comparison, (unaudited) January through 

December 2007  
3. System Dynamics Society Balance Sheet, Previous Year Comparison (unaudited), as of 

December 31, 2007 
4. System Dynamics Society, Inc. Financial Statements for the Years Ended December 31, 

2007 and 2006 (statements from our CPA)  
5. 2009 Proposed Budget for the System Dynamics Society  
6. 2009 Proposed Budget for the System Dynamics Society by Cost Centers 
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Key Trends in Society Finances
since 1984
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Jan - Dec 07 Budget $ Over Budget % of Budget

Ordinary Income/Expense
Income

DM Investment Inc 2,954
INC Conferences 264,081 243,584 20,497 108%
Investment Income 42,147 26,000 16,147 162%
Journal Income 9,860
Membership Dues 93,112 55,463 37,649 168%
Other Income 0 39,537 -39,537 0%
Products 112,272 105,251 7,021 107%
Publications Sales 700 500 200 140%
Shipping and Handling Income 19,671 17,109 2,562 115%
Sponsor Dues and Donations 27,595 27,962 -367 99%
Vendor Collection Credit 16
Conversion from Accrual to Cash 137 -722 859 -19%

Total Income 572,544 514,684 57,860 111%

Cost of Goods Sold
Cost of Goods Sold 0
Beer Game (Management Game) 22,319 20,963 1,356 106%
Biblio Exp-not COGS as of 2006 0 500 -500 0%
Electronic Oracle 4,843
Proceedings 918 1,992 -1,074 46%
SD Review Reprints 2,167 1,500 667 144%

Total COGS 30,247 24,955 5,292 121%

Gross Profit 542,298 489,729 52,569 111%

Expense
Awards 5,244 7,000 -1,756 75%
Awards-Dana Meadows 1,200
Bank Adjustments (Expense) 3,240 605 2,635 535%
Contract with Univ at Albany 203,356 203,356 0 100%
Credit card fees 13,572 10,844 2,728 125%
Depreciation Expense 62 1,209 -1,147 5%
Electronic Presence Support 1,323 520 803 254%
EXP Conferences 116,894 125,744 -8,850 93%
Foreign Taxes 98
Journal Expense 12,000 12,000 0 100%
Membership Directory Exp 1,812 2,000 -188 91%
Membership Services 955 1,000 -45 96%
Membership Subsidies 0 2,517 -2,517 0%
Miscellaneous Expense 244 150 94 162%
Office Equipment Purchases 159 5,000 -4,841 3%
Officer Expenses 6,108 13,000 -6,892 47%
Phone, Fax, E-mail Services 20 0 20 100%
Printing & Duplicating 1,755 4,272 -2,517 41%
Professional Fees 61,411 62,325 -914 99%
Shipping and Postage Expense 15,483 15,705 -222 99%
Supplies 365 1,000 -635 36%

Total Expense 445,300 468,247 -22,947 95%

Net Ordinary Income 96,998 21,482 75,516 452%

Other Income/Expense
Other Expense

Prior Period Adjustment 0

Total Other Expense 0

Net Other Income 0 0 0 0%

Net Income 96,998 21,482 75,516 452%

System Dynamics Society
07/03/08 Profit & Loss,  Budget Comparison (unaudited)
Accrual Basis January through December 2007



Dec 31, 07 Dec 31, 06 $ Change % Change

ASSETS
Current Assets

Checking/Savings
Bank of America Checking 13,949 119,338 -105,388 -88%
Bank Paypal 326 2,813 -2,487 -88%
Companion Savings - BoA 16,456 27,772 -11,316 -41%
Travel Cash 611 650 -39 -6%
UBS Financial (was PaineWebber) 22,214 21,318 895 4%
Vanguard Society (88008478957) 573,150 453,508 119,642 26%

Total Checking/Savings 626,705 625,398 1,307 0%

Other Current Assets
Prepaid Conference Fees 38,938 0 38,938 100%
Undeposited Funds 11,273 0 11,273 100%

Total Other Current Assets 50,211 0 50,211 100%

Total Current Assets 676,916 625,398 51,518 8%

Fixed Assets
Accumulated Depreciation -11,025 -10,963 -62 -1%
Equipment 11,046 11,046 0 0%

Total Fixed Assets 21 83 -62 -75%

Other Assets
UBS DM CD 29,492 29,143 350 1%
Vanguard DMA (88006930361) 43,644 41,198 2,446 6%

Total Other Assets 73,136 70,341 2,795 4%

TOTAL ASSETS 750,073 695,822 54,251 8%

LIABILITIES & EQUITY
Liabilities

Current Liabilities
Other Current Liabilities

Advance on Journal Royalty 5,000 5,000 0 0%
Due from(to) ED 0 3 -3 -100%
Foreign Currency Checking 0 32,674 -32,674 -100%
Membership Sub Payable 2005+ 21,823 32,068 -10,245 -32%
Restricted Conf.Scholar/Awards 0 -140 140 100%
Sales Tax Payable 85 49 36 74%

Total Other Current Liabilities 26,907 69,653 -42,746 -61%

Total Current Liabilities 26,907 69,653 -42,746 -61%

Total Liabilities 26,907 69,653 -42,746 -61%

Equity
Net Assets - Restricted (DMA) 73,136 70,341 2,795 4%
Net Assets - Unrestricted 553,032 458,337 94,695 21%
Net Income 96,998 97,490 -492 -1%

Total Equity 723,166 626,168 96,998 16%

TOTAL LIABILITIES & EQUITY 750,073 695,822 54,251 8%

System Dynamics Society
07/03/08 Balance Sheet, Prev Year Comparison (unaudited)
Accrual Basis As of December 31, 2007





















 SYSTEM DYNAMICS SOCIETY
2009 Proposed Budget 

previous year comparison and % increase/decrease

7/14/2008

2007 
Actual 

Profit /Loss

2008 
Budget

Approved

2009 
Budget

Proposed

% 
Changed

Income
Products 112,288 109,366 114,982 5%
Total INC Conferences 264,081 244,708 204,400 -16%
Investment Income 45,101 47,168 35,478 -25%
Net Membership Dues 93,112 51,290 53,567 4%
Journal Royalty Payments (Wiley) 0 0 34,484 NA
Journal Support from Wiley 9,860 42,107 9,930 -76%
Publications Sales 700 2,721 700 -74%
Shipping and Handling 19,671 21,873 22,996 5%
Sponsor Dues and Donations 27,595 28,896 26,545 -8%
Conversion from Accrual to Cash 137 0 0 NA

Total Income 572,545 548,129 503,085 -8%
Cost of Goods Sold

Proceedings 918 750 1,222 63%
Bibliography Update Expense 0 500 0 -100%
Electronic Oracle Reprint 4,843 0 0 NA
Management Game 22,319 21,084 23,886 13%
Reprint Outdated SDR/Proceedings 2,167 8,000 3,685 -54%

Total COGS 30,247 30,334 28,793 -5%
Gross Profit 542,298 517,795 474,292 -8%

Expense
Awards 6,444 7,000 6,907 -1%
Bank Adjustments/Foreign Tax (Expense) 3,338 800 1,269 59%
Conf Expenses Unduplicated in Society Budget 116,894 105,063 50,458 -52%
Contract w/ UAlbany

Office Expenses through UAlbany 22,507 23,304 4%
IFR Indirect Costs 19,111 23,964 25%
Salaries & Fringe 191,109 239,640 25%
Adjustments (from previous year) (29,371) (23,554) -20%

Total Contract w/ UAlbany 203,356 203,356 263,354 30%
Credit card fees 13,572 13,411 13,202 -2%
Depreciation Expense 62 1,500 633 -58%
Electronic Presence Support 1,323 1,500 813 -46%
Foreign Taxes 0 0 100 NA
Journal Expense 12,000 12,000 20,000 67%
Membership Directory Exp 1,812 2,000 2,000 0%
Membership Services (Newsletter) 955 1,218 1,252 3%
Membership Subsidies 0 3,000 0 -100%
Miscellaneous Exp.(MA fees, gifts) 244 150 400 167%
Office Equipment Purchases 159 7,500 1,915 -74%
Officer Expenses 6,108 8,000 7,122 -11%
Phone, Fax, E-mail Services 20 0 20 NA
Printing & Duplicating 1,755 4,000 3,229 -19%
Product Development 0 1,000 0 -100%
Professional Fees 61,411 64,596 25,876 -60%
Shipping /Postage Expense 15,483 19,191 20,598 7%
Staff Expenses (training) 0 5,000 1,500 -70%
Staff Salary Market Adjustment 0 11,234 12,473 11%
Supplies 365 2,000 1,920 -4%

Total Expense 445,301 473,519 435,041 -8%
Net Ordinary Income (restricted/unrestricted assets) 96,997 44,276 39,250 -11%
less Restricted DMA donations and interest inc/exp 0 1,500 1,500 0%
Net Income (unrestricted assets) 96,997 45,776 40,750 -11%

source: V:\SDS\RLS Folders\ExecDirector & VPFin Reports\2008\2009_Budget_development.xls08Present%chg-Ref



 SYSTEM DYNAMICS SOCIETY
2009 Proposed Budget by Cost Centers

7/14/2008

Conferences Core Web Publications Sales
Income

Products 114,982 114,982
Total INC Conferences 204,400 204,400
Investment Income 35,478 35,478
Net Membership Dues 53,567 53,567
Journal Royalty Payments (Wiley) 34,484 34,484
Journal Support from Wiley 9,930 319 9,611
Publications Sales 700 700
Shipping and Handling 22,996 22,996
Sponsor Dues and Donations 26,545 26,545
Conversion from Accrual to Cash 0

Total Income 503,085 204,400 115,910 44,795 137,979
Cost of Goods Sold

Proceedings 1,222 1,222
Bibliography Update Expense 0 0
Electronic Oracle Reprint 0 0
Management Game 23,886 23,886
Reprint Outdated SDR/Proceedings 3,685 3,685

Total COGS 28,793 3,685 25,108
Gross Profit 474,292 204,400 115,910 41,110 112,871

Expense
Awards 6,907 6,907
Bank Adjustments/Foreign Tax Exp 1,269 634 634
Conf Expenses Unduplicated in Home Office Budget 50,458 50,458
Contract w/ UAlbany

Office Expenses through UAlbany 23,304 10,591 7,705 2,550 1,238 1,221
IFR Indirect Costs 23,964 10,891 7,923 2,622 1,273 1,256
Salaries & Fringe 239,640 108,907 79,226 26,218 12,732 12,557
Adjustments from previous year -23,554 -10,704 -7,787 -2,577 -1,251 -1,234

Total Contract w/ UAlbany 263,354 119,684 87,066 28,813 13,992 13,799
Credit card fees 13,202 6,469 132 6,601
Depreciation Expense 633 288 209 69 34 33
Electronic Presence Support 813 813
Foreign Taxes 100 100
Journal Expense 20,000 20,000
Membership Directory Exp 2,000 2,000
Membership Services (Newsletter) 1,252 1,252
Membership Subsidies 0 0
Miscellaneous Exp.(MA fees, gifts) 400 400
Office Equipment Purchases 1,915 870 633 209 102 100
Officer Expenses 7,122 4,273 2,849
Phone, Fax, E-mail Services 20 20
Printing & Duplicating 3,229 1,292 646 1,292
Product Development 0 0
Professional Fees 25,876 5,849 16,577 790 810 1,851
Shipping /Postage Expense 20,598 824 824 18,950
Staff Expenses (training) 1,500 682 496 164 80 79
Staff Salary Market Adjustment 12,473 5,669 4,124 1,365 663 654
Supplies 1,920 873 635 210 102 101

Total Expense 435,041 133,913 133,910 32,434 40,232 44,094
Net Ordinary Income (restricted/unrestricted) 39,250 70,487 -18,000 -32,434 878 68,777
less Restricted DMA donations & interest inc/exp 1,500 1,500
Net Income (unrestricted assets) 40,750 71,987 -18,000 -32,434 878 68,777

Cost Centers2009 
Budget 

Proposed

source:  V:\SDS\RLS Folders\ExecDirector & VPFin Reports\2008\2009_Budget_development.xls08PresentCostCntrs-Ref
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