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Where Does Our Money Come From
Breakdown of Income 1 July 2002-30 June 2003
[Includes WCNA-29 Income and Excludes Deferred WCNA-30 Convention
Income]
Event Income
19%

Fellowship
Donations
8%
Literature
73%

Where Does Our Money Go
Breakdown of Expense by Activity Area 1 July 2002-30 June 2003
[Includes WCNA-29 expenses]

Events
31%

WSC Support
24%

Literature
Production/
Distribution
23%

Fellowship
Development
22%
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NAWS Accounting and Finances
Our reporting in this annual report differs from what we have provided in the past and from
what we will be providing in the future. Accounting regulations for non-profit corporations in the
US are changing, and our financial reporting and budgets will have to change accordingly. Due to
timing and circumstances, we are able, for the first time, to include a copy of the audit report and
audited financial statements from our contracted independent auditor, Thomas Havey LLP. We
have included our financial statements for the same period, which show a comparison to the
budget and a financial overview of WCNA-29 and WCNA-30. We are also including the donation
report for this fiscal year and hope that you will find it helpful. Please contact our comptroller,
Tom Rush, at tom@na.org if there are any errors.
Even with all the material we have provided, we know that this information can seem
confusing to some and interesting to others. We will attempt to provide an overview of the
information contained in all of these financial reports in the following pages.
In these pages we will be referring to the NAWS Combined Balance Sheet and Statement of Activities
(Income Statement). So you can more easily follow along we will italicize the name of the financial
report or section headings and underline the line items that are in the Statement referred to.
The bottom line to all of this information is that we exceeded our budget expectations and
had a successful year.

New forensic audit
Given everything that has happened here over the past several years, management asked the
board to approve an addition to our auditing contract. We are pleased to have instituted what are
known as “Forensic Procedures.” In simpler terms, these are integrated random spot checks by
the auditors of our cash handling and other financial procedures throughout the year. This
addition is to better assure everyone—board, staff, and you—that we are taking active steps to
handle the fellowship’s resources responsibly and prevent any future problems.

Contributions
We were encouraged that after having lower than expected contributions last year, this year
several regions, areas, and groups stepped up their contribution levels and helped us to exceed
$700,000 in contributions for the for the first time in our history. We want to take a moment and
thank all those who contributed this year. A special thank you to all, especially those regions,
whose contributions helped to push us over that mark. Regional contributions were seventy-five
percent of total contributions this year as compared to sixty-eight percent last year. There is a
slight decrease in direct Group contributions (–$344) and an increase in the level of Area
contributions we received (+$8,394). This is reflected in the graph of Fellowship Contributions.

Financial picture
We were successful in implementing two conventions in thirteen months while at the same
time maintaining our literature distribution operations. Total literature sales (Literature
Production Income) were $6,493,234, exceeding the budgeted amount of $5,896,920 by $596,314
or 10 percent. You may notice that while sales exceeded our budget expectations, the cost of
goods sold (see Literature Production and Distribution, Other Inventory Expense) was less than
budgeted by $64,479. This is because we had already built a percentage increase for cost of
goods into the budget and were able to keep our per unit costs from rising.
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Primarily, the increase in sales is in Basic
Text: Hardcover English, It Works: How & Why,
Keytags & Chips, and the line item Other
Recovery Literature (which includes all of the
IPs and booklets). Other Recovery Literature
and Keytags & Chips is an indicator of
increased levels of literature activity in
groups, since groups tend to be the
predominant users of pamphlets, booklets,
keytags, and chips. In some places this
increased group activity ties to an influx of
addicts referred to our meetings (e.g., drug
courts, etc.).
While many US corporations experienced a
significant downturn in revenues, we actually
increased our net literature sales (income less
discounts) by approximately eight percent
over last year. We believe that this is due to
two primary factors. First, the legally
mandatory treatment of addicts in California
and a few additional US states coupled with
the increasing growth in Drug Courts. And
second, that our consistent presence at
professional events has helped to keep us in
the “purchasing mind” of agencies that treats
or deals with addicts.
When looking at the Income Statement, the
expense
allocations
for
Accounting,
Personnel, Overhead, and Technology are
distributed among the four activity areas of
the budget by a fixed percentage. Those four
areas and percentages are as follows: for this
cycle the percentage was thirty-four percent
for Literature Production and Distribution, twentyseven percent for WSC Support, twenty-three
percent for Fellowship Development, and sixteen
percent for Events. The overhead allocation for
Events was raised for this cycle because of two
conventions and for WSC Support due to the
Sponsorship Project and Literature Survey.
For the previous fiscal year the allocation for
Events was eight percent, while Fellowship
Development was thirty-three percent, and WSC
Support was twenty-five percent. Literature
Production has remained constant at thirty-four
percent for both fiscal years.
We kept most expenses at or under
budget. Some notable exceptions are
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increases over budget for Overhead and
Technology. We made decisions to upgrade
our technology platforms in several areas.
Our email server, computers for many of the
staff, and our accounting servers were all
replaced or improved in order to improve our
efficiency. The overhead line item includes
rather dramatic increases that we did not
budget for, such as rental of additional
storage space, credit card processing fees,
general insurance, and reproduction leases.
Amortization and depreciation are also
included in this line item, and they are almost
double from the previous fiscal year. This is
largely due to increased efforts to cover our
trademarks and copyrights outside of the US,
as well as new equipment and leasehold
improvements.
Many of the expense allocations for
projects under WSC Support are still not
accurate. For example, many of the expenses
for the Sponsorship Project were attributed to
the World Board under Fixed Operational
Expenses rather than to this project. We will
continue to work on improving this area. The
$73,316 shown under the Information
Management project was spent on preserving
old reel-to-reel and cassette tapes that were
disintegrating. The tapes were converted to
digital format through an extensive process.
The other item slightly over budget is the
combination of Developmental Subsidies and
Allowances and Developmental Literature at
$239,337. This is literature that is either given
away or provided at a drastically reduced rate
in order to better fulfill the fellowships
primary purpose.
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Our present reality
Last year, June 2002, was the conclusion of our first full two-year financial cycle as a result of the
new two-year conference cycle. This requires us to forecast our budget figures slightly over two and
one-half years out. This was especially challenging for this cycle, from July 2002 through June 2004,
as there were two world conventions, WCNA-29 and -30, in the same financial cycle. This was a
special occurrence to mark our fellowship’s fiftieth anniversary and to change the world conventions
to odd numbered years, with the World Service Conference occurring in even years. Each conference
and budget cycle in the future will have one convention and one conference. This was the transition
period for that change and turned out to be just as difficult as we told you it would.
We knew that it would be extremely difficult to concurrently segregate all of the financial activity
in this cycle and to completely redefine all of our financial reports. That work was on top of regular
operations, which increased in volume this year. This all had to be coupled with a focus on realigning
our resources to fit strategic objectives identified in the Strategic Plan. All of these activities kept our
short-handed accounting staff very busy.

Cash assets
Now we turn our attention to the Combined Balance Sheet. There we see that as of 30 June 2003, we
had total cash assets (Current Assets, Cash and Cash Equivalents) of $2,676,398. $1,267,464 of that
amount is operating funds, which are used to fulfill day-to-day NAWS operations, as well as deal with
expenses associated with WCNA-30. $1,408,934 is in reserve funds, which represents 84.5 operating
days. For comparison purposes, in the same period last year we had $754,340 in operating funds
and $1,063,124 or 63.8 operating days in reserve funds totaling $1,817,464. This fiscal year and the
next will both be affected by funds from WCNA-29 and -30.
We are investigating revising our reserve goals as a result of the recommendations from our
Business Plan Workgroup. Our previous goal was to have ninety days of operating expenses.
However, with the financial realities associated with things like delegate funding and the world
convention, it seems prudent to revise those operating objectives. We are discussing how to best
frame our reserve objective to have an operating reserve adequate to pay for all services delivered to
the fellowship based on our approved budget. We are still working out what this will mean.
In doing some of the research into what other organizations do with establishing reserve funds,
we learned that Alcoholics Anonymous World Service’s reserve policy is one year’s operating
expenses. Other organizations have similar policies, but we felt that AAWS was the closet
operational example to what we do. With the aid of some discussion by our Business Plan Workgroup
we will be able to establish new reserve objectives and update you on our progress.

Online shopping cart
For many years we have received member requests for an electronic ordering portal on our
website, as well as a portal for member contributions. We have begun work on both of these items
and expect to have both operational within this next year. We had been previously resistant to the
idea of a shopping cart but now feel that it makes sense and that having it will not damage our
distribution channels. As part of this implementation we are increasing our ability to provide better
service to existing customers. Existing credit customers (customers with active credit accounts with
WSO) will be able to access the status of their accounts online, as well as check the status of current
orders, payments, etc.
All of these efforts are intended to help bring the WSO more into the digital age by improving our
operating systems and hopefully making those systems easier to use for our customers. We want to
thank the many regions and areas that pioneered the way for us as it relates to the use of shopping
carts. They were a valuable resource for us.
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WCNA-29 Atlanta, Georgia
This event occurred a few days into our fiscal year and we reported on the event itself in last
year’s annual report. We did better than expected, primarily due to an increase in registrations
from the number budgeted. While the majority of this activity is reflected in the financial
statement included in this annual report, there are minor differences due to activity for WCNA-29
that was included in the previous financial year. The amount budgeted for registration expense
did not include all of the amounts actually spent on each registrant, such as bussing and audio
visual improvements for the main meetings. This is why the amount spent for registration is so
much greater than the budget.
The following summary reflects direct expense items only and does not include the overhead
allocations for Events, which are in excess of $600,000 per year in this cycle. More about these
allocations is described under the section on Overhead Allocations. The financial performance of
WCNA-29 helped to ensure that sufficient cash flow was available for WCNA-30.

WCNA-29 Final Financial Report
Revenue

Actual

Budget

Registration
Special Events
Merchandise
Other Sales
Newcomer Donations
Rebates

$
$
$
$
$
$

$
$
$
$
$
$

310,912
221,550
360,000
91,519
18,600
110,000

Total Revenue

$

$

1,112,581

633,869
519,649
398,623
69,990
14,114
93,240

1,729,485

Expenses
Facilities
Registration
Convention Information
Special Events
Merchandise
Arts & Graphics
Program
Service Delivery Plan
Support Committee
Administration

$
$
$
$
$
$
$
$
$
$

190,534
169,758
97,946
394,979
214,449

Total Expenses

$

1,309,113

$

1,350,477

Net Proceeds

$

420,372

$

(237,896)

128,522
13,746
7,314
91,865

$
$
$
$
$
$
$
$
$
$

402,750
42,300
88,770
271,800
182,399
57,290
126,900
43,761
32,682
101,825
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WCNA-30 San Diego, California
Even though this report covers the period of July 2002 to June 2003, we are including a
summary of the financial information about the thirtieth world convention in San Diego, which
occurred a few days after the end of this fiscal year. A report of the event itself can be found
earlier in this Annual Report. You will not see any of these monies reported in the following
financial statements due to the new requirement for us to report income in the year the event
occurred. This means that income and expense were deferred until the next fiscal year. Since we
did not budget for the income and expense to be deferred, the financial statements can be
confusing. The only reference that you will see for this event is a small amount under refunds, as
well as the deferred income and prepaid expenses that are reflected in the Combined Balance Sheet.
Our credit card activity for this event increased significantly due to web registrations. There is
over $25,000 in credit card processing fees that was charged to Overhead rather than to the
event. Since this event occurred in July 2003 we might still have minor financial adjustments, so
some of these numbers may change slightly. Again, these figures only reflect direct expenses and
do not include overhead.
This event was a unique special celebration, and we made decisions to honor and celebrate
the fellowship’s fiftieth anniversary in many ways. The program itself and the number of speakers,
the screens and sound in the main meeting room, the opening event, and some of the historical
displays and timelines were all unique to this specific convention.

WCNA-30 Final Financial Report
Revenue

Actual

Budgeted

Registration
Special Events
Merchandise
Other Sales
Newcomer Donations
Rebates

$
$
$
$
$
$

$
$
$
$
$
$

766,695
523,750
703,992
73,750
20,000
73,000

Total Revenue

$

$

2,161,187

757,389
730,735
741,975
60,740
18,596
122,000

2,431,435

Expenses
Facilities
Registration
Convention Information
Special Events
Merchandise
Arts & Graphics
Program
Support Committee
Administration

$
$
$
$
$
$
$
$
$

341,655
416,137
127,210
606,623
438,857
300,957
16,089
150,066

$
$
$
$
$
$
$
$
$

455,000
117,400
112,550
513,600
411,234
39,100
237,150
25,280
98,650

Total Expenses

$

2,397,604

$

2,009,964

Net Proceeds

$

33,831

$

151,223

