Humanities Montana
Finance and Audit committee
September 19, 2022

Present: Eric Sanders (chair); Jamie Doggett; Carla Homstad
Staff: Randi Tanglen (executive director); Jodi Todd (accountant)

Chair Eric Sanders called the meeting to order on Zoom at 2:05 p.m. The committee reviewed the agenda circulated before the meeting, and there were no requests for changes. The committee reviewed the minutes of the July 7, 2022 committee meeting. Eric sent one change before the meeting regarding integrating possible grants funds into the budget and projections. The edit should clarify that we need to assess the likelihood of receiving grant funds. If there is a decent chance the potential grant will be awarded (greater than a 50% chance), we should list it in the budget and/or projections. If not likely, then the grant shouldn't be listed. Randi will make that edit. The committee approved the amended July 7, 2022 minutes by acclamation. 

The committee reviewed the August 2022 year-to-date reports prepared by Jodi Todd. Carla Homstad asked about the Professional Services listed on the Profit & Loss report. Randi Tanglen explained that these expenses accounted for several “one off” expenses in the current fiscal year, many of which were paid from restricted funds such as SHARP. This includes Widerstand Consulting (racial equity audit), Echo Ventures Consulting (strategic planning and executive consulting), and EmpowerMT (ad hoc racial equity audit review committee facilitation and staff skills building training). Another example of expenses in this class includes the graphic design services used for the Gather Round tool kits, also a one-time expense. When the office and communications coordinator resigned last fall, we hired a temporary office manager through a staffing service for 5 months. This was expensed to Professional Services rather than salary/payroll. We also secured the services of a PR firm to help with press releases and social media posts in the interim. We hope to continue using the PR firm in the future, although hiring a social media intern will eventually reduce those costs. Carla asked if legal expenses were included in Professional Services. Jodi confirmed that they are. Eric asked Randi and Jodi to prepare and send him a comprehensive list of Professional Services expenses. 

Eric then asked the committee to turn their attention to the proposed FY23 operating budget. He explained that the spreadsheet represents a cash flow budget which is different than the reports Jodi prepares from QuickBooks, which are accrual based. This spreadsheet is a tool for board governance and fiscal planning. 

Eric walked the committee through the budget, calling attention to revenue sources such as the NEH state operating grant. Although we may see up to a 5% NEH increase in FY23, we are budgeting for level funding. Eric also noted that the FY23 budget is based on a “carry over” of funds not yet drawn down from the NEH state operating grant during the current/FY22 fiscal year. We approximate $216,000 in carryover funds available going into FY23 and have built approximately $108,000 into the budget for FY23, and plan to retain the remaining $108,000 for use in FY24. Randi expressed concern that the FY23 and FY24 budgets will rely on NEH carry over funds that we may not be able to count on in FY25 unless we are able to significantly increase fundraising and diversify revenue sources. She pointed to the goals for restricted and unrestricted gifts, which are realistic and attainable, but not close to covering our fundraising costs. The committee agreed that this is something to monitor in the coming fiscal year. 

Eric explained that starting with the FY23 budget format, salary, benefits and payroll taxes include payroll expensed not only to the NEH state operating grant, but also payroll expensed to restricted funding sources for projects such as the Engelhard Foundation (Democracy Project), SHARP, and the Mellon Foundation (Informed Citizen). Total salary, benefits and payroll taxes represent about 50% of total expenses, in line with other humanities councils and nonprofits of comparable size, scope, and mission.

Eric asked the committee for their view on the regrants budget line, considering that the earlier strategy had been to use a portion of the NEH carry over to “substantially increase” the regrants budget, when it has only increased $20,000 in the FY23 budget to $150,000. (Note that “substantially increase” hadn’t been defined/a dollar goal for any potential increase not determined.) Carla concurred that she had noticed that as well. Randi said she had hoped to increase the regrants budget “substantially” with the FY23 budget, in line with the earlier strategy, but as she and Jodi were working on the budget, it seemed prudent to increase it by a more reasonable $20,000 to $150,000. She pointed out that since FY19, the regrants budget line had increased by almost $104,000, or 226% from the FY19 regrants awarded of about $45,530. Eric mentioned the option of increasing the budget line by an additional $20,000 or $30,000 by dipping into the NEH carry over that had been set aside for FY24. The committee discussed the advantages and disadvantages of that strategy. One disadvantage would be whether this additional increase (to a total FY23 regrants budget of $170,000 - $180,000) could be maintained in FY24. It was decided that if we see an increase to NEH (new) funding in FY23 or an increase to the NEH carry over at the end of FY22, the regrants budget line would be prioritized for an increase.

After a thorough discussion of the proposed budget, Eric asked the committee for a motion. Jamie moved to approve the proposed FY23 operating budget. Carla seconded. The motion passed unanimously. This motion will go to the full board for review and approval at the Lewistown board meeting, September 29 - October 1, 2022.

For the final agenda item, Randi stated that the most recent cost share numbers aren’t available, but that we are still behind for this fiscal year, which is of concern. Eric asked Randi and Jodi to prepare those numbers so he can provide an update at the board meeting. 

The committee will meet again on December 15, 2022 at 2pm. 

The meeting was adjourned at 3:44 p.m. 
