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Report of the Treasurer (2006)

I. Introduction
One of the most important duties of the Treasurer is 
to lead the Board of Trustees in the oversight of finan-
cial activities of the Society. This is done through close 
contact with the executive staff of the Society, review of 
internally generated financial reports, review of audited 
financial statements, and direct contact with the Society’s 
independent auditors. Through these and other means, 
the Trustees gain an understanding of the finances of the 
Society and the important issues surrounding its financial 
reporting. The Report of the Treasurer is presented annu-
ally and discusses the financial condition of the Society as 
of the immediately preceding fiscal year end, and the re-
sults of its operations for the year then ended. It contains 
summary information regarding the operating results and 
financial condition of the Society for 2006, a review of 
2006 operations, containing more detailed information 
regarding the Society’s operations, and a discussion of 
the assets and liabilities of the Society. Finally, in the last 

part of the Report, there are financial statements derived 
principally from the Society’s audited financial statements, 
which present the balance sheet, statement of activities 
(akin to an income statement in a for-profit organization) 
and information regarding the Society’s invested funds.

The Society segregates its net assets, and the activities 
that increase or decrease net assets, into three types. Un-
restricted net assets are those that have no requirements 
as to their use placed on them by donors outside the 
Society. A substantial majority of the Society’s net assets 
and activities are in this category. Temporarily restricted 
net assets are those with donor-imposed restrictions or 
conditions that will lapse upon the passage of time or 
the accomplishment of a specified purpose. Examples of 
the Society’s temporarily restricted net assets and related 
activities include grant awards and the spendable income 
from prize and other income-restricted endowment funds. 
Permanently restricted net assets are those that must be 
invested in perpetuity and are commonly referred to as en-
dowment funds. The accompanying financial information 
principally relates to the unrestricted net assets, as this 
category includes the operating activities of the Society.

Unrestricted revenues in excess of 
unrestricted expenses for the year ended 
December 31, 2006, resulted in an in-
crease in unrestricted net assets of ap-
proximately $8,528,000. Of this amount, 
net income on the unrestricted portion 
of the long-term investment portfolio 
totaled approximately $6,880,000 and 
net income from operations totaled ap-
proximately $1,648,000. The continuing 
bull market in the domestic and interna-
tional equity markets in 2006 resulted 
in a return on the long-term portfolio of 
approximately 13.6%. These and other 
matters are discussed in more detail in 
the following Sections.

The Society’s net assets totaled 
$73,940,000 at December 31, 2006. 
$3,677,000 is permanently restricted, 
consisting of the original amount of 
donor restricted gifts and bequests 
received by the Society. $1,965,000 
is temporarily restricted by donor- 

imposed limitations that will lapse 
upon the passage of time or the use 
of the asset for its intended purpose. 
$68,298,000 is unrestricted, of which 
$58,127,000 has been designated by 
the Board of Trustees as reserved for 
future expenditure in two distinct 
funds, the Economic Stabilization 
Fund (ESF, formerly known as the 
base portion of the ESF) and the Op-
erations Support Fund (OSF, formerly 
known as the supplemental portion 
of the ESF). The ESF’s purpose is to 
provide a source of cash in the event 
of a financial crisis. The Society’s 
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Board of Trustees set the target at which to maintain the 
ESF at the sum of 75% of annual operating expenses plus 
the current estimate of the post-retirement health benefit 
obligation. The OSF is used to provide operating income 
to the Society via the use of a 5% spending rate. At year 
end December 31, 2006, the ESF and OSF were rebalanced 
and we will do this annually so that the ESF is at its tar-
get level. This change in policy resulted in a transfer of 
assets of approximately $13,032,000 from the ESF to the 
OSF at the end of 2006. The remaining unrestricted net 
assets consist of $3,735,000 invested in fixed assets and 
undesignated net assets of $6,436,000.

II. Review of 2006 Operations
As indicated in the graph below, the past five years have 
been very good years, financially, for the Society, apart 
from investment losses incurred in 2002.

Although the Society experienced investment losses 
from 2000–2002, all losses have been recouped to date. 
Further, in spite of these losses, long-term investments 
have generated good returns over a long period (an average 
annual return of 7.78% over the last 10 years), and that 
income has helped the endowment funds (and the income 
they produce) to keep pace with inflation.

Since 2002, the Board of Trustees 
has appropriated investment income 
from those endowment funds with 
income whose use is unrestricted and 
from the Operations Support Fund to 
support operations. The total amounts 
of such appropriations that have been 
included in operating revenue are 
$899,630 in 2006, $847,225 in 2005, 
$792,870 in 2004, $865,696 in 2003 
and $760,811 in 2002.

This percentage relationship has 
shown much more stability in the last 
ten years compared to the first seven-
teen years, which is a positive financial 
indicator. However, with expenses ris-
ing at a faster pace than revenues in 
the most recent years, the percentage 
has entered a declining phase.
Sales Trends
The graphs on this page show sales 
trends from 1995 through 2006, first 
in historical dollars and second in 
constant dollars (using 2006 as the 
base year and adjusting other years 
for inflation).

The trends shown in historical dol-
lars above are in general mildly up-
ward, and this is partly due to pricing 
strategies that counter the effects of 
inflation and attrition. When shown in 
constant dollars below, most sources 
of revenue are fairly flat.

During the ten-year period from 
1996 through 2006, the average annual 
inflation was 2.44% (1996 was selected 
as the base year as it was the first year 

after the loss of the four Russian translation journals). 
During this same period, the Society’s average annual 
expense growth was 1.94%, indicating that the Society 
was able to keep its expense growth about 0.5% below the 
rate of inflation for each year in this time period. This is 
indicative of the productivity gains experienced by the 
Society. At the same time, the average annual growth in 
revenue was 2.23%. While the revenue growth did not keep 
up with inflation during this period, it was almost 30 basis 
points better than that of the expense growth rate. This 
positive differential was achieved during the same period 
of time when price increases on journals and MR products 
were lowered (the DAF had no price increase for one year), 
sectional meeting fees were held constant and individual 
dues were frozen for two years. If the Board had not 
appropriated investment income to support operations 
(commencing in 2002), there would have been a negative 
difference between the growth of expenses and revenues 
of 0.33% annually during this ten-year period (expenses 
rising faster than revenues).

Mathematical Reviews. Total revenue from MR in its 
various forms increased from 2005. This is due to price 
increases effective in 2006, net of attrition (which was 
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minor). The Society continues to concentrate its market-
ing efforts on working with consortia, where costs can be 
spread over a larger number of institutions. This has the 
effect of providing the MR product line to a much wider 
audience than could afford it as individual institutions, as 
well as protecting the current revenue stream for future 
years. MR is currently financially healthy; however, it is 
probably unrealistic to expect significant increases in sales 
revenue from additional subscribers.

Journals. Journal revenues are doing well with improve-
ment seen in the last four years, as attrition of subscribers 
has been less than expected. The financial solvency of 
subscription agents continues to be a worry to schol-
arly publishers. We experienced the bankruptcy of one 
subscription agent in 2003 and in 2004 a subscription 
agent with significant market share required the infusion 
of additional capital from investors in order to meet its 
obligations to subscribers and publishers. In early 2007, a 
Korean subscription agent went into bankruptcy; we are in 
the process of gathering information about our subscrib-
ers who used this agent. Ultimately, it is the choice of the 
subscriber to use a subscription agent, but the scholarly 

publishers pay the highest price should any further finan-
cial difficulties arise.

There continue to be financial pressures on libraries 
everywhere in the world, as their budgets lag behind the 
cost of obtaining scholarly journals and books. This has 
been the case for many years now, and is not likely to 
change. Accordingly, scholarly publishers are fighting over 
an ever dwindling slice of pie. The decline in the value 
of the dollar compared to many other currencies during 
the last five years has helped the Society’s retention ef-
forts with respect to non-U.S. subscribers. The domestic 
economy continues to be quite stagnant, insofar as it 
directly affects our major end users (scholarly libraries 
and individual mathematicians).

The drop in 1996 resulted from decisions made by 
those in control of four Russian journals (Izvestiya, 
Sbornik, Steklov, and Doklady) to use sources other than 
the AMS for translation into English and distribution of 
the resulting translation journals.

Books. Book revenues increased in 2006 in historical 
dollars and slightly in constant dollars, with the produc-
tion of 101 new titles (versus a budget of 107). Sales of new 
and backlist titles remained strong throughout 2006. The 

 Major Expense Categories

   2004   2005   2006

 Personnel Costs $13,881 66% $14,608 66% $15,471 67%

 Building and equipment related 1,391 7% 1,389 6% 1,359 6%

 Postage 799 4% 865 4% 904 4%

 Outside printing, binding, and mailing 669 3% 806 4% 876 4%

 Travel: staff, volunteers, grant support 796 4% 972 4% 1,131 5%

 All other expenses 3,294 16% 3,557 16% 3,371 14%

 TOTAL $20,830 100% $22,197 100% $23,112 100%

2006 Operating Revenue and Expenses by Major Activity,  
in Thousands of Dollars

 Revenue Expense Net
Publications:
Mathematical Reviews $ 9,445 $ 6,133 $ 3,312
Providence publications  (books, journals, etc.)  8,229  4,472  3,757
Publications indirect (customer services, marketing,  
 distribution and warehousing, etc.)    2,745  (2,745)
Total publications  17,674  13,350  4,324

Member and professional services:
 Services and outreach programs  1,344  3,539  (2,195)
 Grants, prizes and awards  881  1,190  (309)
 Meetings  893  916  (23)
 Divisional indirect    442  (442)
 Governance    417  (417)
 Spendable income from investments  820    820
 Dues  2,239    2,239
Total member and professional services  6,177  6,504  (327)

Other  909  143  766
General and administrative    3,115  (3,115)

Total $ 24,760 $ 23,112 $ 1,648
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Society continues to work with distributors and continues 
to improve marketing efforts in order to keep the book 
program as healthy as possible.

Dues. Dues, the sum of individual and institutional, 
have shown a slight upward slope on the historical dollars 
chart and a flat or slightly decreasing line in constant dol-
lars. A flat constant dollar line is expected for institutional 
dues, as the number of members varies little from year 
to year and the dues rates have been set so that dues will 
increase at about the same level as inflation. There has 
been a slight decline in individual dues from their high 
in 1998.
Major Expense Categories
The preceding table shows the major expenses for 2004, 
2005 and 2006, in thousands of dollars. There has not 
been much change from year to year in the types of ex-
penses incurred by the Society.

Operating expenses can also be associated with the 
various activities of the Society, and this is how our au-
dited financial statements are presented (see Section 4). 
The Society has accounting systems in place to capture 
the identifiable direct costs of its publishing and member 
and professional services activities, as well as indirect 
costs associated with these two major functions. General 
and administrative costs are those that cannot be directly 
associated with either of its two main functions or any 
activity therein. The following is a summary presentation 
that matches the revenue and costs of the major activities 
of the Society, derived directly from its audited financial 
statements.

Some points worth noting in the above presentation 
are that the Mathematical Reviews activities and the 
Providence publications produce about the same margin 
(in dollars) after identifiable direct costs associated with 
these products. The indirect costs associated with the 
overall publishing activities of the Society (taking orders, 
shipping and storing goods, marketing and sales efforts, 
etc.) reduces this margin by 39%. If general and administra-
tive were allocated to the publishing activities, this margin 
would be reduced even further. But there would still be a 
margin from publications, available to spend on services 
and outreach activities.

The member and professional services activities use re-
sources of the Society, which are then supported, or “paid 
for” by member dues, spendable income from reserve 
and endowment funds, and the margin from publishing 
activities. While the various activities in this functional 
area do have revenue streams, such as fees, grant support, 
prize fund spendable income, etc., the costs incurred by 
these activities are significantly greater than the revenues 
generated.

III. Assets and Liabilities
So far, this report has dealt with revenues and expendi-
tures that affect unrestricted net assets. Another aspect 
of the Society’s finances is what it owns and owes, or its 
assets and liabilities, which are reported below in the 
Balance Sheets. As discussed previously, the Society’s net 
assets and activities that increase or decrease net assets 
are classified as unrestricted, temporarily restricted, or 

permanently restricted. A majority of the assets and li-
abilities detailed on the accompanying Balance Sheets 
constitute the unrestricted net assets. The permanently 
restricted net assets are supported by investments in 
the long-term investment portfolio and the temporarily 
restricted net assets are supported by investments in 
the long-term and short-term investment portfolios. The 
Market Value of Invested Funds shows the market value of 
each endowment and Board designated (quasi-endowment) 
fund, including any reinvested earnings.

The Society’s fiscal year is the calendar year and thus 
coincides with the period covered by subscriptions and 
dues. Since dues and subscriptions are generally received 
in advance, the Society reports a large balance of cash and 
short-term investments on its financial statements at year-
end. This amounted to approximately $18,614,000 and 
$16,820,000 at December 31, 2006, and 2005, respectively. 
The corresponding liability for the revenues received in 
advance was approximately $12,908,000 and $11,971,000 
at December 31, 2006, and 2005, respectively.

The Society’s property and equipment include land, 
buildings and improvements, office furniture and equip-
ment, and software. The Society also owns a small amount 
of transportation equipment. The land, buildings, and 
improvements include the Society’s Rhode Island head-
quarters, with buildings in Providence and Pawtucket, 
and the Mathematical Reviews offices in Ann Arbor. The 
largest part of the Society’s office equipment is its invest-
ment in computer facilities. Generally accepted accounting 
principles require that investments in property, plant and 
equipment used for operations be stated at cost, less ac-
cumulated depreciation. It is likely that the value of the 
land and buildings owned by the Society is significantly 
greater than the net amount recorded as assets (approxi-
mately $3,342,000 at December 31, 2006).

An important feature to note on the Society’s balance 
sheet is that the Society owes no debt to third parties, 
other than the normal liabilities incurred in operations 
such as those owed to employees, vendors, and the de-
ferred revenue for payments received in advance from 
members, subscribers, and other customers. This means 
that the Society owns all of its assets free and clear of any 
encumbrances, liens or other types of impairments typi-
cally associated with debt.

The Society’s endowment is managed under the “total 
return concept”. Under this management policy, income 
in excess of a reasonable amount (set by the Board of 
Trustees) is reinvested and increases the value of the fund. 
This allows for growth in income over time. As discussed 
previously, in 2002 the Board of Trustees established 
a policy of annually appropriating investment income 
from those true endowment funds whose use of income 
is unrestricted and from the Operations Support Fund to 
support operations. The amount of such appropriations 
included in operating revenue is $899,630 and $847,225 
in 2006 and 2005, respectively.

IV. Summary Financial Information
The following Balance Sheets and Statements of Activities 
are from the audited annual financial statements of the 
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Society, and the Statement of Invested Funds is from the 
internal financial records of the Society. Each year, the 
Audit Committee of the Board of Trustees meets with the 
Society’s auditors to review the conduct of the audit, the 
Society’s financial statements, and the auditors’ report 
on the financial statements. Pursuant to the recommen-
dation of the Audit Committee, the Board of Trustees 
has accepted the audited financial statements. A copy of 
the Society’s audited financial statements, as submitted 
to the Trustees and the Council, will be sent from the 
Providence Office to any member who requests it from 
the Treasurer. The Treasurer will be happy to answer any 
questions members may have regarding the financial af-
fairs of the Society.

 
—Respectfully submitted, 

 
John M. Franks 

Treasurer

BALANCE SHEETS 
December 31, 2006, and 2005

Assets  2006  2005

Cash and cash equivalents $ 1,518,285 $ 674,624
Short-term investments  17,095,580  16,145,544
Receivables, less allowances 

of $250,000 and $230,000 
respectively  1,607,714  1,135,742

Deferred prepublication costs  580,769  609,877
Completed books  1,060,636  972,114
Prepaid expenses and 

deposits  1,172,409  1,079,528
Land, bldgs., and equipment, less 

accumulated depreciation  3,734,674  3,828,156
Long-term investments  68,461,186  60,258,660

Total assets $95,231,253  $84,704,245

Liabilities and Net Assets

Liabilities:
Accounts payable $ 1,534,995 $ 1,545,820
Accrued expenses: 

Severance and study 
  leave pay  1,147,066  1,058,971

Payroll, benefits, and other  994,608  1,092,225
Deferred revenue  12,907,692  11,971,021
Postretirement benefit 

obligation  4,706,688  3,998,645
Total liabilities  21,291,049  19,666,682

Net assets:
Unrestricted  68,297,387  59,769,368
Temporarily restricted  1,965,378  1,794,484
Permanently restricted  3,677,439  3,473,711

Total net assets  73,940,204  65,037,563

Total liabilities and 
net assets  $95,231,253  $84,704,245

STATEMENTS OF ACTIVITIES 
Years Ended December 31, 2006, and 2005

Changes in unrestricted net assets:

Operating Revenue  2006  2005

Publication:
Mathematical Reviews and 

related activities $ 9,444,936 $ 9,294,428
Journals (excluding MR)  4,407,455  4,288,978
Books  3,293,020  3,081,012
Sale of services  385,855  379,114
Other  142,632  135,675

Total publication revenue  17,673,898  17,179,207

Membership and professional services: 
Dues, services, and outreach  3,583,116  3,431,224
Grants, prizes, and awards  881,496  977,253
Investment earnings available 

for spending  819,630  727,225
 Meetings  893,202  822,188
Total membership and 

professional services revenue  6,177,444  5,957,890

Short-term investment income  756,686  503,262
Other  152,355  137,844

Total operating revenue $24,760,383  $23,778,203

Operating Expenses 

Publication:
Mathematical Reviews and  

related activities $ 6,133,098 $ 5,919,533
Journals (excluding MR)  1,293,764  1,276,304
Books  2,926,057  2,604,319
Publication–divisional indirect  805,909  666,448
Warehousing and distribution  857,274  791,142
Customer services  848,861  776,448
Marketing and sales  232,922  219,230
Sale of services  251,747  325,231

Total publication expense  13,349,632  12,578,655

Membership and professional services:
Dues, services, and outreach  3,539,475  3,115,145
Grants, prizes, and awards  1,190,011  1,278,042
Meetings  916,111  735,513
Governance  417,497  419,659
Divisional indirect  441,759  500,038

Total membership and professional 
services expense  6,504,853  6,048,397

Other  142,711  97,118
General and administrative  3,114,916  3,142,371

Total operating expenses  $23,112,112  $21,866,541

Excess of operating revenue  
over operating expenses  $1,648,271  $1,911,662

Long-term investment return  
in excess of investment earnings 
available for spending  6,879,748  2,481,812

Change in unrestricted  
net assets  8,528,019    4,393,474
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  2006  2005

Changes in temporarily  
restricted net assets:
Contributions and grants  52,971  153,455
Long-term investment  

income (loss)  420,472  191,766
Net assets released from  

restrictions  (302,549)  (344,848)
Change in temporarily 

restricted net assets  170,894         373
Change in permanently 

restricted net assets— 
Contributions  203,728  187,353

Change in net assets  8,902,641  4,581,200
Net assets, beginning of year  65,037,563  60,456,363

Net assets, end of year $73,940,204  $65,037,563

STATEMENTS OF INVESTED FUNDS
As of December 31, 2006 and 2005

   Dec. 31, 2006    Dec. 31, 2005

   Original  Market    Market 
 Gift(s)  Value    Value 
Endowment Funds:

Prize Funds:
 Steele $145,009 $     647,897 $     593,039
 Birkhoff 10,076 39,195 35,876
 Veblen 2,000 13,237 12,116
 Wiener 2,000 13,237 12,116
 Bôcher 1,450 9,627 8,812
 Conant 9,477 43,209 39,550
 Cole 5,550 22,732 20,808
 Satter 15,000 34,412 31,499
 Morgan 25,000 47,022 43,041
 Whiteman 63,468 71,111 50,493
 Doob Book Prize 45,000 52,504 48,059
 Robbins Prize 40,000 47,719 43,678
 Eisenbud 40,000 43,476
Arnold Ross  
 Lectures 70,000 79,125 63,202
Trjitzinsky  
 Scholarships 196,030 520,924 476,817
C. V. Newsom 100,000 242,410 221,885
Centennial 
 Fellowship 56,100 124,292 113,768
Menger 9,250 12,164 11,134
Ky Fan (China) 366,757 383,173 366,757
Epsilon 910,371 1,030,659 812,237
Total Income  
Restricted 
Funds $2,112,538 $3,478,125 $3,004,887

   Dec. 31, 2006    Dec. 31, 2005

   Original  Market    Market 
 Gift(s)  Value    Value 
 
Endowment 100,000  797,059   730,870

 Morita 100,000 142,234 130,422
 Henderson 548,223 4,272,703 3,917,891
 Schoenfeld/ 

Mitchell 573,447 801,601 735,034
 Laha 189,309 270,358 247,907
 Ritt 51,347 254,561 233,422
 Moore 2,575 23,996 22,003
Total Income 

Unrestricted 
Funds 1,564,901 6,562,512 6,017,549

Total Endowment  
Funds $3,677,439 $10,040,637 $9,022,436

Board-Restricted Funds:

 Journal Archive  599,289 487,181
 Young Scholars  653,985 574,912
 Economic Stabilization  21,302,648 30,182,936
 Operations Support  35,571,266 19,608,088
Total Board-Restricted
 Funds  58,127,188 50,853,117
Total Funds  $68,167,825 $59,875,553


