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January - March, 2006 (Quarter 1)
Financial Procedures & Systems

A large number of financial systems infrastructure steps were set up over the last 3 months:

The following separate accounts were set up with Greenfield Savings Bank:

- Checking

- Operational savings

- Mass Foundation for Humanities grant savings

- Capital account savings

The capital money ($20,000) received from Greenfield Community TV was split between the checking account ($6,000, for initial operating costs), operational savings ($7,500, to cover costs until the first Comcast payment arrived) and the capital account itself ($6,500, for the initial capital purchases).  A plan was developed to repay the capital account for this “loan” by April of 2007.
Online banking was set up for all 4 of the accounts, and both the Business Support person and the board Treasurer are familiar with its use.

A debit card for the checking account was obtained and put in use when needed.  This is especially of use for online purchases.  An approval process was set up with Greenfield Savings Bank so that 2 MCTV signatures are required when the card needs to be used.
The chart of accounts and other financial record keeping was set up in the Peachtree Accounting software package.

The Board Treasurer carried out monthly bank reconciliations for January, February and March for all 4 of the above accounts, and these squared with the records being kept by the Business Support person in Peachtree.

The following financial procedures were developed and implemented:

- Payroll time-sheet processing

- Purchase requisition and approval

- Disbursement, requiring 2 signatures

- Personal expense reimbursement

- Monthly bank reconciliations

- Stipended hours

Equipment Purchases
See Exhibit A for a listing of all equipment purchases as well as software purchases through the capital funds since the start of the year.

This list focused on several necessities for ramping up operations:

- Filling out the equipment at Town Hall, particularly for televising the Select Board meetings.

- Filling out the equipment at the studio to be able to broadcast from there as well as automate some of the on-air programming, public service announcements, etc.

- Filling out equipment for one road kit, for flexibly reacting to needs to televise anywhere in town.

- Obtaining a work station and associated software for the studio for video editing.

Recommendations
- After one more month of actuals, the MCTV board should consider revising its budget and cash flow plan.

- MCTV should make progress soon in obtaining Directors and Officers insurance.

- MCTV needs to take inventory of all its equipment.

- MCTV should develop a longer term capital purchase plan.

- MCTV should develop procedures for handling of cash for sale of tapes.  While only a few sales were made during the first several months, this will likely increase.

Development of Budget and Cash Flow
The need for a revised budget:
The budget presented by MCCI in response to the RFP needed to be revised, most particularly because of 3 factors:

- The first Comcast payments would not arrive until at least March, and more likely until April.  This would leave MCTV with no starting capital.  It also meant that the 4th quarterly payment would not come during calendar 2006, so the Comcast fee revenues for the year would be 25% less than originally anticipated.
- Greenfield Community TV held $20,000 in capital equipment money that would be turned over to MCTV.  Upon receiving these monies, MCCI decided to borrow $13,500 (at 1% interest) internally from the capital funds to cover startup operational costs for the first several months.  A plan was put in place to fully repay the loan by April of 2007.

- The lease for space proved several hundred dollars more expensive per month than originally anticipated.

Because of this a new budget was developed in January.  These two budgets are displayed side by side in Exhibit B.

The need for a cash flow plan:

The intent of the budget proposed in the RFP response as well as the January revised budget was to reflect average months, and not real-world, month to month timing variations in revenues and expenditures.  One example of real-world variations is that Comcast fee income only arrives every 3 months.  Another example is insurance, which can be paid for by one larger initial payment and subsequent smaller monthly payments.
Thus, to operationally run MCTV on a day to day, week to week, month to month basis, the financial planning must take into account the variations in timing for arriving revenues and outgoing expenditures.  In this way enough cash can be kept on hand to make sure MCTV never runs at a deficit.  (And that checks never bounce!)
An 18-month cash flow plan through June of 2007 was developed (see C-1 to C-3) in January and refined by early February.  The anticipated timing of all revenues and expenditures was included.  (For examples: a Comcast payment in April; a 3-payroll month in June.)  By comparing this cash flow plan to the actual revenues and expenditures, MCTV has an excellent management tool for continually monitoring the financial end of its operations.

Actual revenues & expenditures, through end of March
(See Exhibit D-1 to D-2.)

Items of note:
- Almost all revenues for operations are from the loan from the capital grant account.  (This loan is at 1% interest, and interest only will be paid for the 1st half year.)

- Expenditures for operations were kept at a minimum, and were primarily rent and payroll.
- One unexpected cost was the security deposit for the electricity service from WMECO.  This was negotiated down to $800, with payments taking place over March and April.  This was covered through borrowing the equivalent additional amount from the capital account.

- By plan and agreement with the staff, the Administrative Director and Technology Director were paid for 12.5 hours/week and 22.5 hours/week respectively instead of the 15 hours and 25 hours proposed in the RFP response.  The first payroll did not occur until early February.

- Other relevant costs that were not reflected in the 3 month revenues & expenditures were:
- Payment for security services for the studio.  This included initial implementation work as well as monthly fees.  The initial work and first monthly fees were paid in April.

- Employer payroll taxes for Feb and Mar were paid in April, as the amount is low enough to allow quarterly payments and the payment for the Jan-Mar quarter was due in April.  (And was paid in April.)
Comparison of YTD actuals to the budget and the cash flow plan
See Exhibit E for a comparison of 3 months of the revised budget to the year-to-date actuals for the first 3 months.  This comparison reflects that:

- The loan for operations from the capital grant account was necessary because no cable access fee income payments from Comcast were made in Jan through Mar.
- The actual expenditures for the Jan through Mar period were not normal because:
- Other than the studio rent (including security deposit) there were very few expenditures in January (including no payroll).

- Everyone was careful to keep expenditures down, given the reduced revenue stream.  The revised budget in particular called for greatly reduced spending for Website, equipment repair, contracted technical support and stipends, and this plan was followed.
- Some expenses, such as payroll tax payments, are not applicable every month.  (The amount of payroll taxes is low enough that MCTV can pay this quarterly, with the first one due in April.)
See Exhibit F for a comparison of 3 months of the cash flow plan to the year-to-date actuals for the first 3 months.  This comparison reflects that:

- The planned inflow of loan money from the capital account is working well, and covered all expenditures.  This was especially a good thing because no cable access fee revenues arrived in March.
- Video supplies and utilities are the only line items where MCTV spent more than the cash flow plan called for.
- MCTV has not been incurring many operational costs (advertising, postage, Website admin, equipment repair, contracted technical support, stipends and telephone) at nearly the rate anticipated.  This should lead the MCTV board and staff to rethink the spending plan in the near future.  Some caution should be in order, however, as some operational costs (security services, telephone and employer taxes) will not be more accurately reflected until the figures for April are finalized.
- Payroll expenditures ramped up a bit more slowly than expected, partly because of one unpaid vacation week that was taken.

- It was expected that MCTV would be paying the monthly federal and state employer taxes beginning in February.  Because of the low amount of employer taxes, however, these can legitimately be paid quarterly, and the first payments were due in April.  (And were paid in April.)






