Money Matters: Better Budgets for Small Museums
 

HANDOUT SEVEN: Self-Study Work on Budgets and Reports
For organizations without budgets or financial reports

Assembling data and information to create a financial reporting and budgeting system

Step One: Collect the organization’s checkbook and bank statements for a full year. Also the documentation of all the bills you paid. This is much easier if you collect everything before you begin.

Step Two: Create a page with six columns: date, payee, amount, category, subcategory, reclassification. This is much easier on a spreadsheet. If you don’t know how to use Excel, work with someone who does (and learn it along the way).

Make a list of every expenditure you’ve made over the course of the year, with the date, using the first three columns.

· If you reimbursed someone for out of pocket expenses, note what the reimbursement was for. This may mean going back to the paperwork requesting the reimbursement. If there was more than one item in a reimbursement, break that down on multiple lines of your list. You should have documentation for every reimbursement. If you don’t, put that on your “to do” list.

· If have a petty cash account, you should also have slips for each draw out of petty cash. One line per item. If you don’t keep slips documenting expenses, that too goes on the “to do” list.

· If you have an institutional credit card, break down the credit card payment by each and every charge, one line per charge.

· Look at your bank statements and add any bank charges – overdraft fees, rent on a safety deposit box, etc.

This should now be a complete list of everything your organization spent last year, with each line representing a distinct expense. Double check the list. Have you forgotten anything? If you pay a bill monthly, make sure all 12 payments are listed. Perhaps one check of the 12 checks was written late or early. Track down the 12th payment. Do you pay bills or expend funds in any other way? Add those expenditures to the list.

Step Three: In the fourth and fifth column, classify each expense using these categories: the main category in column four and the sub-category in column five.  If these categories don’t work perfectly, rewrite them. Add sub-categories as needed, but cautiously. Each category adds complexity. Don’t feel compelled to use every category or sub-category.

Facilities

heat, light and other utilities

insurance (other than health or other insurance for employees)

rent

cleaning services 

facilities supplies (like toilet paper, light bulbs)

building repairs and maintenance

grounds repairs and maintenance

security

Communications

telephone

copiers and copying (rental and service fees, payments to copy centers)

printing other than copying (newsletters, brochures, membership materials, program materials, letterhead, etc.)

graphic design

postage (first class and bulk)

advertising

Finance and Administration

banking, credit card fees

payroll fees

office supplies

legal fees

accounting fees

computers, including hardware, software and internet connections

shipping and courier

travel

equipment leases (other than copier)

memberships

other

Personnel

wages

benefits (including health and life insurance)

payroll taxes (state, federal)

consultant fees

honorariums

professional development (workshops, conferences, etc.)

Collections (including museum, library and archives)

collections care, including supplies and photography

conservation

additions to the collection

subscriptions
Education

docent program 

program supplies and materials

Exhibitions
exhibition design

exhibition installation and fabrication (including framing for exhibitions)

Events

equipment rentals

entertainment

food and drink

Membership and Development

meeting expenses – rentals, refreshments

anything else (other than printing, copying, mailing, technology and personnel)

Sales

cost of goods

shipping

store fixtures, display

Other

Step Four: As you worked, there were items which could have gone in multiple places. For example, should the cost of membership renewal letters go under Communications or Membership and Development? Smaller organizations find it difficult to allocate every expense to specific departments or functions: postage, supplies, copying, computers, etc. are all just allocated to overhead. But others can segregate expenses. Any major expenses, such as collections management software, should be allocated to the right function. And any predictable, recurring expenses, such as the membership newsletter, should be allocated to the right function.

Look at expenses in the first four categories: facilities, communication, administration and finance, and personnel. Are any of them clearly attributable to the functional areas (collections, education, exhibits, events, membership and development, sales)? If so, note that in column six. 

	Happytown Historical Society
	
	
	
	

	2009 Expenses
	
	
	
	

	
	
	
	
	
	

	Date
	Payee
	Amount
	Category
	Subcategory
	Reclassification

	
	
	
	
	
	

	1/3/2009
	AT&T
	$52.00 
	Communications
	telephone
	

	1/3/2009
	director's paycheck
	$3,524.40 
	personnel
	wages
	

	1/3/2009
	Blue Cross
	$275.00 
	personnel
	health insurance

	1/3/2009
	IRS
	$831.80 
	personnel
	FICA, tax withholding

	1/3/2009
	State
	$43.55 
	personnel
	unemployment

	1/3/2009
	Gas and electric company
	$120.50 
	facilities
	utilities
	

	1/10/2009
	Oil company
	$221.00 
	facilities
	utilities
	

	1/14/2010
	exec dir reimb: Home Depot (paint)
	$23.00 
	facilities
	supplies
	

	1/14/2010
	exec dir reimb: copy center (scavenger hunts)
	$11.50 
	communications
	copying
	education

	1/21/2009
	Visa: plane ticket (March Festival musician)
	$122.57 
	finance and admin
	travel
	events

	1/21/2009
	Visa: AASLH membership
	$75.00 
	finance and admin
	memberships
	

	1/21/2009
	Visa: USPS
	$18.30 
	finance and admin
	postage
	

	1/24/2010
	Prof Yee (Feb speaker)
	$150.00 
	personnel
	honorarium
	education

	1/31/2009
	overdraft
	$3.50 
	finance and admin
	bank fees
	


Step Five: This is where a spreadsheet proves its worth. Sort your entries by category and subcategory. Move entries that were reclassified in column six to the new category. Consider rearranging and combining subcategories so that they make sense and represent significant expenses. Add subcategories where needed. It is OK to repeat a subcategory under more than one category (such as printing), but make note of what is included in each expense line.

If anything on the list is a one-time, extraordinary expense, put it in a subcategory called “extraordinary expense.”

Step Six: When you have the categories and subcategories in a format that makes sense, total your expenses in each subcategory and then the expenses for the category and then the total of all categories. This is your expense report for the year and the basis for preparing your annual budget. The list of categories and subcategories is your “chart of accounts” for expenses.

Step Seven: Now do the same thing for revenue, which should be easier, unless you don’t have good records to back up deposits.

Go through all deposits to checking, savings or any other accounts. Be careful not to double count deposits (if you transfer funds from savings to checking, that is not new revenue). If you accept payments by credit card, have those records. If you earned any interest, record that. Again, make a list, but this just needs four columns: date, source, amount, category. A fifth column, keeping track of cash, checks or charges might also be useful for keeping track of receipts but is optional.

If a deposit included funds from multiple sources, put them on separate lines. For example, if the weekly cash deposit included admission fees and sales receipts, there should be documentation of how much came in from each source. When checks are recorded for deposit, there should be notations about the source: memberships, donations to the annual fund, etc. As with reimbursements and petty cash, if you do not have records about the source of all funds, put development of that system on your “to do” list.

Step Eight: Look at the list and see if it’s complete. Is anything missing? Figure out why you missed it and add it to the list.

Step Nine: Categorize each line using these categories.

Admission fees

Program fees

Special events

Sales

Membership

Donations

Corporate support or sponsorships

Grants

Government support

Interest

As before, if categories don’t quite work, regroup them.  Add subcategories if appropriate. For example, if you get both local and state support and both are significant, you might want to divide “government support.”

If there were any extraordinary receipts (such as a bequest), put it in a separate category. If any income was restricted, note that as well.

	2009 Revenue
	
	
	

	
	
	
	
	

	Date
	Source
	Amount
	Category
	cash/check/charge

	
	
	
	
	

	1/10/2009
	Happytown Elementary 
	$150.00 
	program fees
	check

	1/10/2009
	4 memberships
	$80.00 
	membership
	checks

	1/10/2009
	admissions 1/7-10/09
	$75.50 
	admission fees
	cash

	1/15/2009
	book order by phone
	$20.00 
	sales
	charge

	1/15/2009
	3 memberships
	$60.00 
	membership
	charge


Step Ten: Sort and subtotal each category. Total all categories for a grand total. This is your revenue report for the year and the basis of your revenue “chart of accounts.”

Step Eleven: Subtract expenses from revenue. How much did you make or lose last year? This is your “net” for the year.

You have already isolated any extraordinary revenue and expense on your financial report. Look at those “extraordinary” expenses again. Were they really out of the ordinary? You may not need to spend $20,000 to repaint the barn every year, but doesn’t something need repainting every year? Should you plan on spending $5,000 for smaller painting jobs? Similarly, you tagged some income as extraordinary. Aside from windfalls, was any line item unusually good or bad? Did it rain the day of the fall festival? Was the winter speaker profiled in the newspaper, increasing the turnout? Annotate the financial report with what you remember about what drove income and expenses.

Also, go back and track down any significant donations of materials and services. Can you continue to count on those donations? For example, if your board president always hosts speakers in his carriage house, but has just downsized to a condo, perhaps you need to budget overnight accommodations.  Annotate the financial report with the non-cash contributions that might turn into expenses.

You now have a complete, detailed financial report for the year. Looking at your notations about factors that affected the organization’s finances, you should now be able to begin the process of creating a budget for the coming year.
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