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The goal of any information system---accounting, donor management, or
client management---is to provide useful information to those making decisions.
This is especially complicated in accounting, since we must provide internal
users with the information they need while still conforming to Generally Accepted
Accounting Principles (GAAP) for outside reporting purposes. Our task is further
complicated because our internal users have a broad range of interests, varying
levels of financial knowledge, and different levels of information needs.

The key to fulfilling these requirements is to develop a Chart of Accounts
that will permit easy reporting of useful information at a variety of levels in an
intuitive manner.  In other words, with any information system design you begin
at the end and work backwards:

e What information
e Does who need
e At what level of detail
e In what format?
You can then implement that Chart of Accounts into an appropriate accounting
software program.

The City Mission [www.TheCityMission.org], a member of the Association
of Gospel Rescue Missions [www.agrm.org], had been using a Chart of Accounts
developed by an outside accountant primarily interested in formal, external
financial statements. He ordered our expense accounts in an outwardly logical
manner:

Food and kitchen supplies, cleaning, and repair expenses
Client-related expenses

Wages and pension expenses

Utilities

Insurance (liability, health, auto, building, workers' compensation)
Repair and Maintenance expenses

Cleaning expenses

Staff Development expenses

Taxes (FICA)

Auto-related expenses

Development expenses

Office expenses

| was hired by a new Executive Director to bring our accounting in-house.
He required an internal monthly income statement that made intuitive sense,
grouping expenses operationally:

Barbara Clemenson 1 Chart of Accounts



Employee expenses
Client expenses

Facility expenses
Vehicle expenses
Development expenses
Organizational expenses

Because our Chart of Accounts was not organized that way, each month | had to
export the raw information from our accounting system to Excel and manipulate it
into the desired format. This resulted in a presentation that made intuitive sense
and provided him and the Board with meaningful information. However,
because of the time involved, | could not also produce this report for each
ministry and division.

Meanwhile our development methods had changed and were no longer
adequately reflected in the income portion of our Chart of Accounts.

Faced with these concerns, and with an expensive accounting software
program that was not at that time Windows-based or Y2K certified, | decided to
completely redesign our Chart of Accounts and move to a less expensive, easier
to use accounting software program.

The City Mission at this time has six major ministries and two supporting
service divisions, as well as Development and Administration. Each of these
areas is a cost-center, responsible only for their expenses. We basically use a
two-part1 account numbering system to track expenses both operationally and by
ministry

Operational Expense | Ministry/Division
HHHH | B

This way we can separately report to each ministry/division by running reports
based upon the last two numbers of our accounts, or we can report operations on
the organizational level by using the first four numbers of our accounts.

| based the expense portion of our Chart of Accounts on the operational
grouping that made sense to our leadership:?

' | added a two-character identifier to each account primarily for development and balance sheet
reporting purposes. The explanation follows.

All development expenses have a single, uniform division code [i.e. They end in "20"]; as do all
organizational expenses ["99"].

2 A detailed Chart of Accounts is found in the Appendix.
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Our People: Employee-Related Expenses 5000-5400
Client Expenses 5500-5900
Our Places: Utilities 6000-6400
Facility Expenses 6500-6900
Our Transportation 7000-7300
Our Donors [Development] 7400-8900
Our Administration: Office Expenses 9100
Organizational Expenses 9200-9900

With this new Chart of Accounts, every month our ministry and division
directors receive an expense report in plain English. Not every ministry has

every operational expense, but a typical ministry report has this format:
The City Mission
XXXXX Division
Cash Expense Budget Statement
For the [Number of months into the Fiscal Year] Ending XXXXXX

Current Year to Year to % of Budget
Current Month Date Date Year to
Expenses Month Actual Budget Actual Budget Date

Employee Expenses

Rolled-Up Subtotal of All

Employee Expenses Detailed Below

Gross Wages

Taxes-FICA

Insurance Benefits

Workers Compensation

Pension Expenses

Staff Development

Client Expenses

Rolled-U

Subtotal of All Client Expenses Detaile

d Below

Food

Client Programs

Client Use of Camp

Utility Expenses

Rolled-U

Subtotal of All Utility Expenses Detaile

d Below

Gas

Electric

Water/Sewer

Telephone

Facility Expenses

Rolled-Up Subtotal of all Facility Exp

enses Detailed Below

Building Insurance

Cleaning Supplies

Paper Products

Small Equipment

Repair/Maintenance-Grounds

Repair/Maintenance-Buildings

Repair/Maintenance-Equipment

Vehicle Expenses

Rolled-Up Subtotal of all Vehicle Expenses Detailed Below

Insurance

Gas/Qil

Repair/Maintenance

Office and Organization Expenses Rolled-Up Subtotal of all Office/Organization Expenses Detailed
Below
Postage
Copies

Computer Supplies/Services

Liability Insurance

Total Expenses
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Division reports summarize and detail (by ministry) relevant expense categories.
For example:

The City Mission
XXXXX Division
Cash Expense Budget Statement
For the [Number of months into the Fiscal Year] Ending XXXXXX

% of
Current Current Year to Year to Budget
Month Month Date Date Year to
Expenses Actual Budget Actual Budget Date

Cleaning Supplies Rolled-Up Subtotal of All Cleaning Expenses Detailed Below

Cleaning Supplies-Men's Ministry

Cleaning Supplies-Women's Ministry

Cleaning Supplies-Camp Ministry

Cleaning Supplies-Youth Ministry

Cleaning Supplies-Gifts in Kind Ministry

Cleaning Supplies-Administration

Paper Products Rolled-Up Subtotal of All Paper Product Expenses Detailed
Below

Paper Products-Men's Ministry

Paper Products -Women's Ministry

Paper Products -Camp Ministry

Paper Products -Youth Ministry

Paper Products -Gifts in Kind Ministry

Paper Products -Administration

Small Equipment Expense Rolled Up Subtotal of All Small Equipment Expenses Detailed
Below

Small Equipment-Men's Ministry

Small Equipment -Women's Ministry

Small Equipment -Camp Ministry

Small Equipment -Youth Ministry

Small Equipment -Gifts in Kind Ministry

Small Equipment -Administration

Income accounts and development expense accounts report the results of
our various development strategies. We have mirrored our development
income and expense accounts, identifying them with identical two-character
codes, in order to match our income to the expenses incurred in raising those
funds, based upon our various development strategies.  This permits easy
Return on Investment (ROI) analysis.
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Income Accounts Development Expense Accounts

Receipt Supplies & Postage
Business Reply Postage

Regular
gzigtions Regular Contributions RC 4000-4300 g:éviso,letter galr:i(\)/;\tion
Videos 7400-7900
Other
Donor Acquisition Program DA 4400 Donor Acquisition Program DA 8000-8300
Special Appeals SA 4500 Special Appeals SA 8400-8700
United Way Contributions UW 4590
Planned Giving PG 4600 Planned Giving PG 8800
Special Events SE 4700-4770 Special Events SE 8900
:::ligtrile Outside Use of Camp 4780
The City Mission Use of Camp 4790
Sl?oer;e 2?:;;;1come (i.e. "rag 4800
Interest Income 4810
Dividend Income 4820
Gain/Loss 4830-4840
Gift in Kind Contributions 4900

We use a two-part numbering system for our Regular Contribution income
accounts that tells us who gave us the gift (what donor group: Churches,
Individuals, Businesses or Foundations) and where they designated the money
(the same code for each ministry we use for expenses):

Donor Group | Ministry/Division
HHHE | ##

Our donor management database is set up to parallel this two-part
identification system for ministry designations. When we implement an
organizational-wide client management database, that will also use the same
two-part structure to identify ministries. Because of these consistencies, | can
currently extract, export, combine and analyze donation and expense information
by ministry. In the future | will be able to add client service analysis to produce
performance-based reports and accurately determine actual per-client expenses.

Our Balance Sheet accounts are more generic, although | have
customized them to meet our unique needs.
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In summary, before you dig a foundation you first assess exactly what you
need in that building for it to serve your purpose, and then you find the
appropriate technical support to help you put your needs into a blueprint. You
have to do the same when designing any information system. In accounting,
before you establish you Chart of Accounts, know what reports you need to meet
everyone's information needs. Then, if you do not have the technical expertise
yourself, find someone who can translate your information needs into a Chart of
Accounts that makes organizational sense.

For more information contact:
Barbara Clemenson, CPA, CFRE
SDG Nonprofit Consulting

330 East 266 Street

Euclid, Ohio 44132

Phone: 216.731.2396
Cell: 216.262.0390
E-mail: barbara501c3@sbcglobal.net
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The City Mission Chart of Accounts: Balance Sheet Accounts

Assets
1000
\
’7 Fixed Assets
Current Assets FA
CA 1500-1900
1000-1400
Assets J
1500-1600 Accumulated
Depreciation
1700
Cash & Cash
Equivalents
1000 ——tand___
1530-FA-00
Land
— Improvements
1535-FA-00 A/D Land
Office Account — |n11%%vl<=;r£%rgs
1010-CA-00 Buildings o
__bulldings _
1540-FA-00 .
Operating Account | _A1/7D1gu'llglr(1)gos
1030-CA-00 -FA-
Building
—  Improvments o
_A/D buillding
Petty Cash 1550-FA-00 Irﬁ/D Buildin
— provements
1040-CA-00 A 0
_Furniture &
InXEELTr?F t —  Equipment A/D Furniture &
1050-CA-00 1560-FA-00 —  Equipment
1730-FA-00
- Vehicles
Prepaid 1580-FA-00 A/D Vehicles
Expenses 1 1740-FA-00
1340-CA-00
Construction in
— Progress
1590-FA-00
Receivables
1200
Accounts
Receivable
1200-CA-00
Pledges
Receivable
1210-CA-00
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Liabilities
2000

Net Assets
3000
NA

Current Liabilities

CL
2000-2500

Long-Term
Liabilities
LL
2600-2900

Payables
2000

| Accounts Payable
2050-CL-00

Designated Funds
Payable
2060-CL-00

Wage
Garnishments

2080-CL-00

Accrued
Expenses
2300

Accrued Taxes
2370-CL-00

Accrued Expenses
2380-CL-00

Short Term
Liabilities
2390-2400

Unearned Income
2390-CL-00

Short Term
Liabilities
2400-CL-00

Long Term Liability
2600-LL-00

Deferred
Revenue
2700

Capital Campaign

#1
2700-LL-00

Capital Campaign

#2
2750-LL-00

|
Temporarily
Restricted Net
Assets
3000-FB-00

I_|

Released from
Temporarily Net
Assets
3100-FB-00

|
Permanently
Restricted Net
Assets
3300-FB-00

Unrestricted Net
Assets
3500-FB-00
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The City Mission Chart of Accounts: Income Statement
Income Accounts

Income
4000

Cash Income
4000-4800

[ I ]
. | ] Gift In Kind
Cash Donations Other Income Contributions
4000-4770 Rental Income ol GK
RI 4800 4900
4780-4790
Donor Acquisition J
Program ] FMV Food
Regular DA —  Contributions
Contributions 4400 Special Events Other Income 4900GK12
4oooRc43oo SE 4800
to -
4700-4770 EMV Other
Direct Mailing ] | NonCash
Program Contributions
4410 Interest Income 4905GK12
Fall Banquet 4810
Newspaper 4700SE20 FMV Clothing
;
Advertisements | “Contributions
- Ch4u(;gges 4420 . General Interest 4910GK12
Other Special Income —
Events 48110199
Coupon Mailing 4720SE20 _FMV Vehicle
Program — Donations
| | Individuals 4430 4915GK12
4100
c Inttgbrn?t li FMV Professional
ontributions — Goods/Services
4440DA99 .
Planned Giving Dividend Income 4920GK12
Businesses ] PG 4820
1 4200 4600
Special Appeals
42’80 General Dividend ]
Estate Income —
Foundations Giving 48210199 Realized Gain/Loss
] 4300 4600PG99 4840
Thanksgiving S.A.
4500SD99 —
City Mission G .
. ) eneral Realized
Endowm_ent _ United Way Unrealized Gain/ = Gain/Loss
Foundation Christmas S.A. Contributions Loss 48410199
4310-RC-99 4510SA99 uw 4830
4590UW99
General Unrealized
Campership S.A. Gain/Loss —
4520SA03 48310199
Special Appeals-
Others
4530SA99
Outside Use of LCity Mission Use of
L—  Camp: Rental Camp: Rental
4780RI03 4790RI03
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The City Mission Chart of Accounts: Income Statement
Expense Accounts

Our Donors:
7400-8900s

7100VE

Special Appeals
SA
8400-8700

Thanksgiving-S.A.
8400RC20

Christmas-S.A.
8500RC20

Campership-S.A.
8600RC20

Special-Appeals-
Others
8700RC20

Special Events
SE
8900SE20

Our Administration

9000s

Entertainment/
— Outreach
95000R99
g
—  96000R99

Uncallectabile
— Receivables
97000R99

98000R
—Capital
| Replacement

Reserves
99000R99

Our Peop[e: Expenses
Staff and Clients
50005 5000-9000
o |
| \ |
A |4
Employee- v ! Communication
Related Client [ Expenses
Expenses Expenses Utilities 7400-8900
ER CE uT
5000-5400 — 5500-5000 6000-6400A
Reé;ulltgr I?onor Donor Acquisition
B G ultivation Program
5000ER —FEoad 6000UT RC DA
5500CE 7400-7900 8000-8300
Housing. |~ Programs 6100UT —Racaipt— , "
9 Supplies & QirectMailing
Allowance 5600CE Postage —  Expenses
5010ER ) \Water/Sewer 7400RC20 8000RC20
Payroll Taxes —Client— 6200UT
— Programs-Use ; -Newspaper
5100ER - —Business— L Adverti
of GVCC vertisements
5700CE —Reply Postage 8100RC20
~  8300UT 7500RC20
= —Alternative
5110ER Newsletters — Media Exp.
—lnsurance— _Our P\Iaces: 7600RC20 8200RC20
L Benefits I Grounds/Buildihgs/ Awareness —lnteret
5200ER Facility el Equioment | - — Connections
quip Advertising
Expenses 6000s 8325RC20 8300RC20
—Workers— FE —Videas
Compensation 6500-6900 7800RC20
5220ER
—Donor
—Pension— ) — Communications Planned Giving
— Expenses Sl —Repair & 7925RC20
5300ER m Maintenance PG
6800FE —Donor 8800PG20
6500FE — Appreciation
SeltEunded 7950RC20
Pension C .
Expenses Supplies RIM-Grounds .
5310ER99 6600FE 6810FE Organizational
Expenses 4|
—Staff R/M- OR
— Development Buildings/ 9000-9900
5400ER Equipment -[. | |
6610FE 0820FE E:‘)’:f:es
OE
Paper 9100
Products |_
6620FE ] —QDuey —
91100E Memberships —
92000R99
Our
Transportation—;ghicie 91200E
7000-7300 Expenses Prof .
T VE Camp Computer Services
R Promotional
7000-7300 Expenses Supplies & _| 93000R99
. . Services
\ehicle Vehicle RI
Insurance Repair 9000RI03 91300E
7000VE 7200VE ) —Liahility
_SS;C"': _] Insurance —
\ehicle-Qil/ \ehicle-Other 91400E 94000R
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