George Mason University
College of Visual and Performing Arts

Master of Arts in Arts Management Program

MAM 705: Finance & Budgeting for Arts OrganizationsII ~ 2 Credit Hours (SUMMER 2009)

Professor: Richard Kamenitzer Lecture: Monday, Wednesday & Friday:
7:00-10:05PM

Office: Arlington campus Room: Original Building 105A

Office Hours: 1.0 hours before class (and by appointment)

Phone: 703-229-2874 (cell) Office: (703)993-9194 email: rkamenit@gmu.edu

Prerequisites: MAM 704

Schedule
Because | have a University assignment in Sierra Leone(for the University) during some of our
scheduled meetings, we will take advantage of the fact that this a 2 credit course for which we have
been provided a classroom as if it were a 3 hour course.
Classes begin on July 6 (the date | will be returning from a 25 hour plane trip from Sierra Leone) and
our last class is scheduled for July 31, with Monday, August 3 being the date of the final exam. The
detailed schedule is listed starting on page 5.

There will be no classes on the 17", 20™, 22"¥ and 24™ — as | will again be in Sierra Leone.

OBJECTIVES

The first objective is to develop the necessary framework to design, create, prepare and analyze
meaningful internal management reports and to comply with reporting requirements of external
authorities, using the arts organization’s accounting information.

The second objective is to apply accounting (MAM 705) to financial administration of the arts
organization through the use of planning, budgeting and compliance.

The third is a set of measurable objectives and results, expressed in accounting terms, will become
the basis for planning and evaluating that translates into the organization’s strategy using four
perspectives:

financial
internal
external
audience

apop

The fourth objective is to train the “eye” of the administrator to sense the current fiscal reality and
place that against the historical trends; to train the "hand” of the administrator to apply certain
assumptions about certain known conditions within and outside of the environment of the arts
organization to be prepared to manage the enterprise and; to develop the other “senses” in order to
integrate the program and the fiscal activities into an efficient whole.
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All four objectives will specifically be focused on the arts enterprise.

Budgeting — the plan

The budget is a plan for the future expressed in quantitative terms. The process for establishing the
budget results in expressing the goals and objectives of the arts organization from its balances
scorecard perspectives for future activities. It encompasses very dynamic elements:

Planning

Communication and coordination

Resource allocation

Evaluation and control

Time and resource requirements

Adaptability of departments, segments or operating units
Motivation and behavior of individuals

NoakwNpE

Budgeting Methodologies

Operating budgets (organization-wide)
Operating budgets (unit/program/project)
Capital Budgets

Cash Flow Budgets

Opportunity budgets

Zero-based budgeting

ok whE

Supporting the Master Budget:

1. Revenue budgets

a. Contributed

b. Earned

c. In-Kind
2. Cash budgeting/forecasting
3. Expenditure budgets

a. Salaries, wages and benefits

b. Other human resources (consultants)

c. Fixed costs

d. Semi-variable costs

e. Variable costs
4. The forecasted budget for a business plan (MAM 750 & MAM 751)
[monthly cash flow projections — leading up to earnings before interest, taxes, depreciation and
amortization]

Required Text:

Author: Dropkin, Murray and Jim Halpin and Bill LaTouche, “The Budget Building Book for NonProfits
(Jossey-Wiley & Sons, Jossey-Bass: Publisher), 2007. ISBN#978-0-7879-9603-1 (paper.CD) referred
to as BBBNP

Suggested Reading:Author: Dropkin, M & Hayden, A; Title: The Cash Flow Management Book; Publisher: Jossey-
Bass; Edition: 2001; ISBN: 0-7879-5385-7
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Handouts developed by the Professor will constitute additional required readings and homework
assignments.

Grading:

Ten percent (10%) of the grade will come from class participation and thirty percent (30%) of the
grade will come from the final exam.

Sixty percent (60%) of the Grade will come from a project (45 points as management and 15 points
as Board — see on page 4 and 5) in which the student will select a local arts organization and obtain a
copy of their most recent audit report and related financial and public information — working with at
least three other students, will:

Prepare a report that will:
1. Develop a name and a mission for their arts organization
2. Assign roles to each of the team members — for 4/5 person teams: (these are examples and do
not have these)

A. CEO
B. CFO
C. Atrtistic Director
D. Development Director
E. Assistant Artistic Director for Education (only when there are 5 people on a team)

3. Provide for a document that will be presented to the Board of Trustees (and will be available to
funders, when requested) that will start with the essential elements of the organization and
provide the basis of a comprehensive budget by describing the schedule/season/calendar and
programs of the organization for the year being budgeted; (a sample is attached for a
completed document)

4. Provide a one page budget summary

5. Provide for a detailed line item budget by programs, general & administrative and, fund raising,
public relations, etc.

6. Provide a cash flow budget

7. Provide a capital budget

Assumptions:[you may use another arts organizations’ budget to work from]

1. inflation is at 3%

2. cost of living is at 2%

3. All of the computers will have to be replaced (there are 15 computers and a file server). The
full cost of this, including installation, is $26,000. The estimated useful life of the system is five
years. The replacement will occur on the first day of the fiscal year being budgeted.

4. Your team is to arbitrarily decide what positions and what amounts are funded in salaries and
wages monies.

5. Your team is to create appropriate information, where it has not been able to obtain from the
organization or where the amounts are very broad.

The people on your team have been assigned. Only because of significant reasons will a team
member be allowed to move from one team to another. Just because you live near, work near or
know another student is not ample justification for a re-assignment.
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The team is the management team for the purpose of presentation to your Board. (approximately 20
minutes). Your Board is actually another team from this class. Just in case you are wondering, your
management team will not be evaluating your Board when they present. Your presentation as
management is worth 45 points of the 60 points towards your grade.

Your team will also be assigned the role of the Board for another management team, wherein you will
be presented with their budget. In this role, you will be looking to determine if their presentation meets
the proper professional presentation of a budget and is one that you can support. At the end of the
presentation, your group (the Board) will convene for no more than ten minutes and decide whether
or not to adopt the budget that has been presented. If you elect not to adopt it, you will need to detall
your concerns and have them come back on August 3 to re-present their budget.

The critical issues for the Board review, in addition to the dialogue that goes on during the
presentation, are to determine if management truly has a viable and a realistic financial plan, that it is
in proper form and that you believe, as a Board member, you can support it. Your grade for this
portion will reflect this. (15 points)

The accrual budget is to be in a format consistent with the Statement of Activities and is to have added to it a
summary at the bottom showing the functional budget, as well. [format is in the textbook]. There is to be a one
page narrative and a one page accrual budget summary, in addition to the other schedules.

There is also to be:

A) a mission statement; (separate page(s))

B) an organization chart; (separate page (s))

C) assumptions made in constructing the budget; (separate page(s))

D) goals to be accomplished in the budget year.(separate page(s))

E) Your season

F) detailed fund raising budget — contributed income (so that the Board knows what they have to do if they
adopt this budget).

G) Detailed program budget, general/administrative budget and fund raising budget — all for expenses

H) Detailed capital budget

I) Detailed cash budget

Rule Il — Distribution. Each team is to send each member of the class their one page summary and one page
cash budget.

Rule 111 — You are to have emailed the Professor and your Board (the team scheduled with your same date) with
your materials attached no later than 48 hours prior to your presentation date.

Rule IV — Actual Presentation — plan on no more than twenty (20) minutes of actual talk time. (Board response
should be about 10 minutes)

Rule V - Your goal — whether as Board member or presenting management is to be sure that the proposed
budget is well defined and can withstand the challenges to the principles of budgeting discussed in class. Board
members will be graded for their articulated demonstration of the principles of budgeting in questioning
management, their awareness of what passing the budget means to them for oversight and fund-raising. (HINT:
This is not the time to “find out” about the organization).

Rule VI - The board has two options — after reviewing the budget with management during class, to make a
motion to accept the budget as presented (or as management can readily agree to amend right away)or; to direct
management to incorporate critical factors in the budget that the Board feels has been omitted and to resubmit
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the budget. This latter option will impose an additional presentation on the part of both teams — and we will
reserve April 24 for that purpose. (HINT: It is better to require a re-submission, than to accept a budget that fails
to meet the critical principles)

Presentation Schedule:
Team# Team Members Management Board Date to present

1 1 5 7127
2 2 3 7129
3 3 6 7131
4 4 2 7127
5 S 1 7129
6 6 4 7131

GRADING (other):
Ten (10%) percent of the Grade will come from classroom patrticipation — which means you will have
done the readings ahead of time.

The remaining Thirty (30%) percent of the Grade will come from a final exam.

Week Lecture title * Reading for this
session
1 Review of Accounting, General accepted accounting Examine the
(7/6) | Principles (GAAP), Accrual Basis, Chart of Accounts; Season Washington Stage
Guild financial records

(185)

2 Basic concepts of budgeting: Part | (sections 1-6 ) &

(7/8) Participatory and incremental; methodologies (Part Two (Ch.
Course project-Team assignment dates and outline 18)BBBNP
(185)

3 Building the budget: (Part TWO; 7 -

(7/10) Historical accounting; budget policies; budget calendar; the rest of | 14)BBBNP
the staff; Contents, organization-wide, programs/units; Budget
elements: income, expenses, categories, sub-categories, budget
narrative

Course Project Proposal — Organization name/mission

(185)
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4 Estimating income and expenses; allocating overhead; revising and | Part TWO; 15-17

(7/13) | monitoring budgets; Cash and capital Budgets BBBNP, Chapter Two
(19 -& 232)
(185)
5 Review for Presentations; sample presentation
(7/15)
(185)

7/17 | NO CLASS

7/20 | NO CLASS

7/22 | NO CLASS

7/24 | NO CLASS

6 Presentations 1 and 4

(7127)
(185)

7 Presentations 2 and 5

(7/29) | (185)

8 Presentations 3 and 6

7/31 | (185)=29.6 LESS 1.6 FOR BREAKS = 28.0 CLASS HRS=2
CREDITS

8/3 Final Exam (re-Present)?

e *READING FOR THIS SESSION = This must be read before the class for this date

GRADING SCALE
A+ 100-97

A 96-94

A-93-90

B+ 89-87

B 86-84

B- 83-80

C79-70

F 69-

An incomplete grade (IN) is used only if the student requests it in writing. An IN counts as a failing grade until
completed, and it automatically turns into an F if a grade is not turned in by the deadline in the Schedule of
Classes.

Students with Disabilities and Learning Differences

If you have a diagnosed disability or learning difference and you need academic accommodations, please
inform me at the beginning of the semester and contact the Disabilities Resource Center (SUB | room 234, 703-
993-2474). You must provide me with a faculty contact sheet from that office outlining the accommodations
needed for your disability or learning difference. All academic accommodations must be arranged in advance
through the DRC.
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Official Communications via GMU E-Mail

Mason uses electronic mail to provide official information to students. Examples include communications from
course instructors, notices from the library, notices about academic standing, financial aid information, class
materials, assignments, questions, and instructor feedback. Students are responsible for the content of university
communication sent to their Mason e-mail account, and are required to activate that account and check it
regularly. According to the University catalog, all students and faculty are to use their GMU.EDU email
address. Some commercial email addresses may be filtered out of the GMU.EDU system. No official
information can be sent to students unless on the Mason email system.

Honor Code
GMU Honor Code: http://www.gmu.edu/catalog/apolicies/index.html#Anchor12

Honor Code: To promote a stronger sense of mutual responsibility, respect, trust, and fairness among all
members of the George Mason University community and with the desire for greater academic and personal
achievement, we, the student members of the university community, have set forth this honor code. Student
members of the George Mason University community pledge not to cheat, plagiarize, steal, or lie in matters
related to academic work.

Students in this class are bound by the Honor Code, as stated in the George Mason University Catalog. The
honor code requires that the work you do as an individual be the product of your own individual synthesis or
integration of ideas. (This does not prohibit collaborative work when it is approved by your instructor.) As a
faculty member, | have an obligation to refer the names of students who may have violated the Honor Code to
the Student Honor Council, which treats such cases very seriously.

No grade is important enough to justify cheating, for which there are serious consequences that will follow you
for the rest of your life. If you feel unusual pressure about your grade in this or any other course, please talk to
me or to a member of the GMU Counseling Center staff.

Using someone else’s words or ideas without giving them credit is plagiarism, a very serious Honor Code
offense. It is very important to understand how to prevent committing plagiarism when using material from a
source. If you wish to quote verbatim, you must use the exact words and punctuation just as the passage appears
in the original and must use quotation marks and page numbers in your citation. If you want to paraphrase or
summarize ideas from a source, you must put the ideas into your own words, and you must cite the source,
using the APA or MLA format. (For assistance with documentation, | recommend Diana Hacker, A Writer’s
Reference.) The exception to this rule is information termed general knowledge—information that is widely
known and stated in a number of sources. Determining what is general knowledge can be complicated, so the
wise course is, “When in doubt, cite.”

Be especially careful when using the Internet for research. Not all Internet sources are equally reliable; some are
just plain wrong. Also, since you can download text, it becomes very easy to inadvertently plagiarize. If you use
an Internet source, you must cite the exact URL in your paper and include with it the last date that you
successfully accessed the site.

Writing Center

Students who are in need of intensive help with grammar, structure or mechanics in their writing should make
use of the services of Writing Center, located in Robinson A116 (703-993-1200). The services of the Writing
Center are available by appointment, online and, occasionally, on a walk-in basis.
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Students are encouraged to sign up for the Mason Alert System by visiting the website
https://alert.gmu.edu, and please place this information on course syllabi. Students can also be reminded that an
emergency poster exists in each classroom explaining what to do in the event of crises and that further
information about emergency procedures exists on http://www.gmu.edu/service/cert .

Please direct any questions about the above information to:

Linda Miller, Associate Dean, Academic Affairs (Imille6@gmu.edu)
Victoria Salmon, Assistant Dean, Graduate Programs (vsalmon@gmu.edu)
Alice Watts, Academic Coordinator (awatts@gmu.edu)
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