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I would like to thank you for the opportunity to serve as Rotary International’s treasurer for the second
half of fiscal 2013. It is my duty, according to our bylaws, to provide you with a report on our
organization’s finances. Note that all figures are in U.S. dollars.
RI Financial Results for Fiscal 2012
Rotary’s external auditors gave an unqualified ‘clean’ opinion on the financial statements for fiscal
2012, which ended 30 June 2012.

Of total revenues of $82.7 million, dues revenue totaled $61.4 million, approximately the amount
planned in the budget. It remained the largest, most stable component of RI’s revenue sources.
Investment losses totaled $6.3 million, compared to $5.8 million in investment income in the budget
primarily because of volatility in global financial markets.

RI’s operating expenses were $70.1 million, which was $0.9 million less than the amount budgeted.
In May 2011, the Board approved the designation of $9.9 million over a three year period from the
General Surplus Fund — RI’s reserve fund —for strategic initiatives, including strengthening Rotary’s
brand, Public Image Grants, and public relations activities for the polio eradication initiative. In fiscal
2012, $3.0 million was spent on strategic initiatives. Services and other activities continued to be selffunded.
In May 2012, the Board approved the designation of $10.0 million from the General Surplus Fund for
additional strategic initiatives, including a $5.0 million contribution from RI to The Rotary Foundation
for polio eradication, $3.0 million for regional membership development plans, and $2.0 million to fund
operational and other strategic initiatives.
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RI’s reserve (the General Surplus Fund) remains healthy and continues to protect the organization from
unpredictable, market-driven situations. In addition, the reserve fund’s stability ensures Rotary’s ability
to carry out future strategic initiatives.
RI’s Fiscal 2013 Financial Performance April Year-to-Date

For the ten months ended 30 April, dues revenue remained stable at $51.5 million. However, budgeted
membership increases have not materialized, resulting in an unfavorable variance of $0.4 million as
compared to budget. Net investment return was $14.8 million, which was $11.1 million more than the
budgeted amount, as investment performance was broadly positive across all asset classes.

RI’s operating expenses for the period were $60.1 million, which was $2.3 million less than budgeted
for two reasons: 1) strategic spending for fiscal 2013 will be deferred into fiscal 2014 (approximately
$1.7 million), and 2) the organization has a significant number of open staff positions during fiscal 2013
(approximately $1.0 million). Neither of these situations is sustainable for Rotary’s long-term financial
stability. Services and other activities continue to be primarily self-funded.
Update on The Rotary Foundation
The Rotary Foundation is on target to launch the new grant-making system (Future Vision) for all
Rotary clubs and districts on 1 July. In the 100 pilot districts, Rotarians are continuing to design
innovative projects and provide feedback that will help improve the Foundation’s grant process,
ensuring simplicity, project sustainability, and the active involvement of Rotarians.
The pilot districts’ experience has been largely positive. In a recent survey, 87 percent of respondents
gave the new grant model good marks, with 21 percent rating it excellent; 41 percent very good; and 25
percent good, while 13 percent rated it as fair to poor.
Regarding global grants specifically, 94 percent of respondents have a positive view of these grants: 31
percent rate them excellent; 45 percent, very good; and 18 percent, good, while 6 percent rated them as
fair to poor.
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Nonpilot districts are ready for the transition, with 96 percent of district leaders surveyed supporting the
new grant model, and 89 percent indicating that they are likely to maintain or increase their
contributions to The Rotary Foundation.
Outlook and Conclusion
Even with the $1 increase in dues recently passed by the Council on Legislation, dues revenue is not
structured to keep pace with average inflation. The $1 represents an increase of approximately 1.8
percent annually while an average inflationary rate is approximately 3.0 percent. To manage growth in
services while maintaining a reasonable dues rate, Rotary needs to focus on membership growth while
keeping an eye on investment results.
Membership is a major factor that can dramatically affect Rotary’s operations. While membership in this
great organization starts with our clubs asking and maintaining committed Rotarians, we must all
recognize that current efforts to strengthen the Rotary brand will take time to bear fruit. It is critical that
clubs increase their efforts to recruit new members and retain existing ones.
Although Rotary’s investment results have been mostly positive in fiscal 2013, returns remain
unpredictable. Rotary has minimized investment risk to the extent possible through careful governance
of investments and diversification of invested assets, but continuing uncertainty in global markets means
that investment returns will remain volatile.
In addition to managing these risks, Rotary must continue to provide services to members and our
communities, comply with government regulations, and build on strategic initiatives to ensure the
sustainability of the Rotary brand and the financial sustainability of Rotary for many years to come. All
of this demands a balanced approach between short-term needs and long-term goals.
I would like to thank my fellow Rotary Board members, the Finance Committees, and the Secretariat for
their support. I also wish to express my deepest appreciation to President Tanaka for his trust and for the
opportunity to serve out the remainder of fiscal 2013 as your treasurer. I have the greatest respect for my
successor, RI Director Andy Smallwood. I am confident that he will serve Rotary well as treasurer
throughout fiscal 2014.

Kenneth R. Boyd
2012-13 RI Treasurer
*****

Additional financial information for both Rotary International and The Rotary Foundation, including audited financial statements, annual
reports, government filings, and a list of frequently asked questions, is available at www.rotary.org/financials.
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