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Purpose
This exercise supports the ONEAL (Open Negotiation Education for Academic Libraries) learning objective: analyze your library’s position in negotiations by helping learners evaluate vendor performance.
Skills
The purpose of this assignment is to help you practice the following skills that are essential when planning for negotiations:
· Analyzing vendor financial data for trends
Tasks
In this exercise you are going to learn how to analyze the financial information you can find for a nonprofit publisher, in this case, the American Chemical Society. You will be reading their annual report and 990, finding key pieces of information, inputting it into a spreadsheet analysis, and interpreting the data.
1. Use the Vendor Financial Analysis Template to complete your analysis.
a. Download the file and open it on your computer using Excel or Google Sheets. The instructions below assume that you are using Excel.
i. During this exercise, you will be entering information into the cells that are yellow.  Please don’t change the contents of any other cells.
b. You will be finding information about ACS. Those reports are linked below.
i. Annual Report (Audited Financial Statements)
ii. 990
c. Examine the annual report and find the consolidated financial statements. 
1. How are the numbers reported? Are they in thousands (000) or millions (MM)? Enter the answer (thousands or millions) into cell B2.
2. In the header of the consolidated financial statements, it should indicate the last day of the fiscal year. Enter the end date of the most recent fiscal year in cell B3. 
a. If the fiscal year is different from the calendar year it may explain some differences in reporting when compared to the 990.
3. In Cells B6 & C6 enter the dates (current year and prior year) from the report.
4.  On the annual report, find table that has the Change in Net Assets Without Donor Restrictions from Operations information. (Note: this table is the nonprofit equivalent to an income statement. In the video walking through this analysis, I called it an income statement). Use that information to enter the appropriate data into cells B7-B10 and C7-C10.
a. You may have to do some calculations with the data from the annual report.
5. Determine what division of the organization handles publishing. Enter this information into cell A14. 
a. If you are unsure of which division then you should look at “Notes to the Consolidated Financial Statements”. In this report, you will find this information under Revenue Recognition.
6. Find the operating revenues for that division and the operating expenses from the tables on page 4 (Change in Net Assets Without Donor Restrictions from Operations). Enter the appropriate information into cells B16 and C16.
7. Locate the operating expenses for the division that handles publishing under program activities. Enter information into cells B18 and C18 for the current and prior year.
8. Look for a more detailed expense breakdown for the publishing division that handles scholarly publishing in the Notes to the Consolidated Financial Statements on page 34. Enter this breakdown into cells B26 - B31 (current year) and C26-C31 (prior year).
ii. Now examine form 990.
1. The worksheet will guide you through finding key information in the 990. During this exercise, you will be entering information into the cells that are yellow.  Please don’t change the contents of any other cells.
a. The first page of the 990 file is the 8453-TE form, the actual 990 starts on the second page of the PDF and states Form 990 in the top left corner.
b. Using the first page of form 990 find the following information and enter it into the corresponding cells on the worksheet. Note: enter both current and prior year if available. Be careful because unlike the Consolidated Statements, the numbers are entered Prior Year then Current Year. Form 990 is reported in total US dollars so remember this when comparing the information in the annual report. The financial metric definitions are different so the numbers will not match the audited financial reports.
i. # of individuals employed for current year (cell B36)
ii. # of volunteers (cell B37)
iii. Program Service Revenue is the type of revenue that includes operating revenue. (cells B38 & C38)
iv. Total Revenue (which includes other types of revenue such as grants and investments) (cells B39 & C39)
v. Salaries, Other Compensation, Employee Benefits (cells B40 & C40)
vi. Total Expenses (cells B41 & C41)
vii. Revenue Less Expenses (cells B42 & C42)
c. Examine Part VIII. Statement of Revenue (page 9).
i. Enter Total Revenue (cell B45) and Related or Exempt Function Revenue (cell B46)
2. Examine Schedule I page 40 of PDF (page number at bottom is 60), you will find lists of grants provided to other organizations including universities. Is your institution receiving any grant money? If so, how much? Enter this information into cell B49.  If your institution is not receiving money, leave this cell blank.
3. Examine schedule O, pages 79-83 of the PDF (page numbers at the bottom of the page are 99-103) on the PDF which discusses highlights from the Information Services division. You may need this to answer questions in the next step. Make notes for anything you find particularly interesting.

2. Answer the following questions. The answer key provides the assignment designer’s thoughts. There are not necessarily right or wrong answers.
a. Did you find anything particularly surprising from comparing the revenues and margins in the annual report and form 990? (Hint: This report covers the period of 2020 and 2021 - the height of the Covid-19 pandemic)








b. Look at the relationship between the publishing division’s operating margin and the total operating margin for ACS? What do these two numbers tell you?








c. Why would looking at trends in expenses be important (going up or down)?








Criteria for Success
Successful completion of this vendor research exercise should provide you with experience evaluating vendor financial information. You should endeavor to complete the spreadsheet so that you may familiarize yourself with finding financial data prior to looking at the answer key, since discovering where to look promotes long term learning. Learning how to find different pieces of financial information feels a little bit like a scavenger hunt but once you become more comfortable with the structure of the reports it will be easier for you to locate answers to the questions that you have about the vendors you are negotiating with. Open ended questions in this assignment are designed to help you start thinking analytically about what the numbers you find mean. When writing your answers, the best response is one that you could use to explain the information to another colleague at a meeting.
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