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Congratulations on being so wise! How do | know yoée a wise person? You are
wishing to have good money management practicegoimr homeschool group. That
shows wisdom because good money management hiepaeschool organization
function well.

All types of homeschooling organizations

The advice and tips | offer here can apply to migpegs of homeschool groups, support
groups, co-ops, learning extensions, music clyb®is leagues, etc...Homeschooling is
growing at a fast pace and so are the organizatifieeng services to homeschooling
families.

Money Management based on size

This book is organized into sections based onitteedf a group. A small homeschool
organization might have up to ten families. Thay om a shoestring with little income
and few expenses. Perhaps they operate strictigsh, without a checking account. A
medium-sized homeschool group might have from 1Z0téamilies. At this level they
usually need a record keeping system, a treasamdra checking account specifically for
their group. | offer advice unique to their sitwati

More to Learn

If you run a large group of more than twenty fagsliyou will want to purchase my full
length bookMoney Management for Homeschool Organizatiovisit
www.HomeschoolCPA.corfor information on the book, its contents, a sargtcerpt
and how to order a copy. The book, at 40 pages&rseanore information such as:

computer based accounting systems
collecting fees

creating financial statements
insurance

paying teachers
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I, Carol L. Topp, CPA, am a home schooling motHémwo daughters. As a Certified
Public Accountant (CPA), | have served on seveo&ffor-profit boards. | have helped
several homeschool groups receive their tax-ex&dpt3 status with the IRS and
prepare their annual reporting to the IRS (Form)9Bknow how to organize a
nonprofits’ books and records and how to createdgét (and stay with in it!).

| am the author dHomeschool Co-ops: How to Start Them, Run ThenmNardurn Out
(Aventine Press 2008) and several articles on cipgra homeschool nonprofit that have
appeared in The Old Schoolhouse and Home Educatagazines. | also enjoy
conducting workshops on non-profit management toésthool leaders.

My professional affiliations include the Ohio Sdgief CPAs, The Society of Non
Profits, the National Association of Tax Professignthe Ohio Society of CPAs
Speakers Bureau and member of the Ohio Society'sRofit Section.

Using my accounting skills to help non-profit orgaations brings me a lot of joy, as does
as serving of the board of my home school co-op. family lives in Cincinnati, Ohio.
My website isvww.HomeschoolCPA.com
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When your homeschool group is smathanaging the funds can be quite easy. Many
groups do not even open a separate checking acdnurgimply use the personal bank
account of the leader. Since the dollar amoumsanall, there is a level of trust. The
leader couldn’t steal much money, because thefeadat to steal!

Cash only

Some small homeschool groups operate on a cashbasly. They collect only cash, no
checks, from members for shared expenses likefpaskor supplies. They keep the
unspent cash in a safe place, like an envelopéeldbilomeschool Group Cash”! My
neighborhood has a Flower Fund that operates thys About once a year, the organizer
collects $5-$10 from each family. She simply drapste in our mailboxes explaining
that she will send flowers and cards to anyonééneighborhood with a death or birth
of a baby. There is no accountability or recordpkeg because the dollar amounts are so
small. We trust this lady who is volunteering otithee kindness of her heart.

Your small homeschool group could easily run just my neighborhood Flower Fund.
The task of collecting money usually rests with leer. There is no real need for a
Treasurer if the amount of money handled is small.

But alas, with inflation causing prices to contiliyincrease, $5.00 doesn't go very far
anymore. You may find your group very quickly oubgs its cash-only system. If that is
the case, | recommend you open a checking accougbtir group.

1| define a small group as fewer than ten families
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A Checking Account

Once a homeschool organization is above five famihey may have expenses like
postage, printing, materials, events and even fevuld then recommend opening a
checking account. Sometimes a leader opens a @ rdoecking account to save on bank
fees. |1 do not recommend this. If a personal chreckiccount is used for handling the
homeschool organization’s business, the cashcould be seen as the leadgré&rsonal
income in the eyes of the IRS. I'm sure she doesaitt that! Not to mention, she is
being less than untruthful to the bank by openipgm@sonal checking account when there
truly is an organization operating.

Most banks offefree checking to nonprofit organizations. Your bank nagi for your
organization to get a “Employer Tax Number” (orytmeany call it a “Tax ID number” or
even an “IRS ID number”). It is officially calleché&Employer Identification Number
(EIN). This number is similar to a Social Secufitymber for a business or organization.
Even though your organization may have no emplogeésno business with the IRS,
you need to get IRS Form SS-4 to obtain an EIN.

Getting an EIN from the IRS

Most banks and all state governments require yogarozation to get an EIN (Employer
Identification Number) from the IRS. Now, don’t pamere. This is not Big Brother
attempting to control your group or limit home sohfseedoms. An EIN is sort of like a
social security number for businesses. It's acguaisnamed. You don’t need to be an
Employer to obtain an EIN. They are offered foeflg the IRS. (Go to
wWww.irs.gov/taxtopics/tc755.htnfibr more information on the EIN)

To get your EIN go tevww.irs.govand Search for “EIN”. You can fill in the SS-4 on-
line and print it out for mailing. Keep a copy fgourself. If you're in a hurry, you can
also apply by telephone (call the IRS at (800) 8&33), fax or on-line for an EIN.

One tip: under “Reason for applying”, check the BBanking purpose” and fill in the
blank with “opening checking account”. Another tipider “Type of Entity”, check
“Other Nonprofit Organization and put “Educatioaiganization” in the blank. Last tip:
Choose your name very carefully! This may be ths fime you pick an official name.
Pick something unique. You can do a name seartheoimternet to see if the name is
already being used.
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Record keeping

A small homeschool organization can get by witingpte record keeping system. |
suggest using two sheets of paper. Title one “IrediRecord each member’'s name and
how much they paid. You can also record the datecarasion such as “Party” or
“Supplies”. Here’s an example. Notice the subtotgisnonth. Subtotals are a handy way
to summarize your income.

INCOME for Small Homeschool Group
Date Name Amount Description
Sept 2007  Jones $ 10.00 Annual dues
Sept 2007  Baker $ 10.00 Annual dues
Sept 2007  Smith $ 10.00 Annual dues
Sept 2007  Anderson $ 10.00 Annual dues
Sept 2007  Williams $ 10.00 Annual dues
Total Income for Sept $ 50.00
Total Income for Oct $ -
Total Income for Nov $ -
Dec 2007 Jones $ 5.00 Party
Dec 2007 Smith $ 5.00 Party
Dec 2007 Williams $ 5.00 Party
Total Income for Dec $ 15.00

-8 ) *

Use another sheet of paper and label it “Expengaside it into three columns: Date,
Item and Amount. Then simply record every expehsthe example below, the expenses
are grouped by month. If you subtotal by monthnda summary is easy.

EXPENSES for Small Homeschool Group
Date Iltem Amount
Sept 5, 2007 Postage $ 7.60
Dec 1, 2007 Party-craft items $ 750
Dec 15, 2007 Party supplies $ 8.00

-8 -8 *
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Total the Income and Expenses every month. ChecHifference (Income — Expenses)
against the balance in your checking account ob#tance in your cash fund. They
should be the same. If not, you have missed recgrslhme expenses or some income.

Checks
Running with Cash
Month Income Expenses Difference balance Balance
September $ 5000 $ 760 $ 4240 $ 4240 X
October $ - $ - $ - $ 4240 X
November $ - $ - $ - $ 4240 X
December $ 1500 $ 1550 $ (0500 $ 41.90 X
January
February
March
April
May
June
-8 * *

Money management for small groups need not be doatell or time consuming. If you
find these suggestions are not sufficient for ygnaup, you probably need to read the
next chapter on money management for medium sizapg.
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A medium-sized homeschool group might have frore fiv twenty families. Usually the
group has survived its first year and is readyaiatioue into the future. The amount of
incoming cash adds up quickly. The expenses mayaald up. Increased record keeping
is needed, but it must be kept simple. A medium é&ohool group should:

Open a separate checking account for non profiteely haven’t already done so
Appoint a Treasurer

Establish a budget at the start of every year.

Establish a simple record keeping system includsigg a computer.

Open a Separate Checking Account

My recommendations for checking accounts include:

Purchase checks with duplicate papestrdnglyrecommend this! | know of a
homeschool group that didn’t have duplicate chetke. treasurer was overwhelmed
and didn’t record the checks in the ledger. Theigmanted to create accurate
financial statements, but the treasurer didn’t kndvere the canceled checks were
kept! The bank wanted to charge $50@0 chek to recreate copies from their
system! Ouch! Get and use duplicate checks!

Use checks in numerical order. Don'’t just rip offfeeck from the top of the next
book. You’'ll never know if checks are missing orged or lost!

Have the bank account statements mailed to son@beethan the treasurer. The
director would be a good choice. That way anotbepteyes is seeing what the bank
account looks like every month.

Work with a bank that allows on-line checking. lakes downloading transactions so
easy. No more typing in every check or ATM trangarct
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Get a debit card but only if you have responsilgegbe who will not mix personal

and homeschool group expenses. They must alsceredtdwed to make purchases
that are not in the budget.

Neverallow the treasurer to write checks to him/hersetfimeone else with check
signing privileges should make out the check totteasurer.

Reconcile the checking accoweverymonth. The treasurer should be required to give
a reconciliation report to the board on a regutsif

Many medium sized homeschool groups can use thetkcbook ledger to create their
financial statements. Does the director want todkhow much money came in? Just add
up deposits. If she want to know how much profé ¢giioup has made, just look at the
checking account balance. That's beautifully simplieyou are keeping your checking
account up to date. But if the director asks qoestiike, “What did we spend on office
supplies this year compared to last year?” you halle to get a little more sophisticated.
and do some bookkeeping.

Appoint a Treasurer

Mid-sized homeschool groups work best when the Wmald is shared. In a small group
the director or founder frequently handles therites. As a group grows, the financial
responsibility should be shared between a treasuneethe director. There are several
reasons to appoint a treasurer:

A division of labor. Many hands make light work.

Avoid mistakes. If the treasurer makes a mistahe director may spot it.

Avoid fraud. We don't like to admit that it mighappen, but sometimes even god
fearing people embezzle money. You may have hdatted®TA or Boy Scout leader
who skimmed money from the troop account for peabase. It can happen in
homeschool groups also. The list of recommendafimnshecking accounts (above)
is some protection against fraud. Appointing aduear is a good defense against
theft. Treasurers should also serve a pre-detedhterm of at most three years. This
brings in fresh eyes to look over the finances.

Here are qualities to look for in a treasurer:

Honesty and integrity

Good head for numbers

Knows how to balance a checking account

Knows how to create a spreadsheet or

Knows financial software like Microsoft Money or {Qken
Analytical and precise

Organized
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Establish a Budget

Does the word “budget” sound like the word “died"yiou? It does to many people. They
see budgets as restraints, killjoys and taskmad®etsa budget is really just a plan of
how to allocate money before you spend it. In peas@inancial circles the word budget
has been replaced with “spending plan”. Your horhestgroup should have a plan at
the start of every year. Here’s how to get started

Start early

Ideally, your organization should prepare a budgébre your program year starts. Some
people think that budgets are only for trackingmsjpeg, but you must plan for income
also. List all the sources of revenue you can tlinKdues, class fees, fund-raisers, etc).
Don’t be too optimistic; conservative estimated sarve you best.

Predict expenses

Next try to predict expenses such as postage, Bgppuilding use fees, supplies. Think

of everything you might spend money on. On the egpeside it is better to include too
much rather than too little. Don't forget irreguéapenses like insurance and website fees
that may only come once a year.

Compare and adjust

Compare revenue to expenses and adjust until yeel dndalanced budget or even a small
surplus as protection for the unexpected. If yaunoa balance your budget, you have two
choices: cut expenses or increase income. Rectdggdar income with more

membership dues. Try increasing dues 25% and D&nuntil the budget balances.

Here is a sample budget for an organization withsdand co-op fees.

Revenue
Contributions $ 25.00 A generous family made a gift
Program $1,000.00 10 families pay $100 each for a co-op
Member dues $ 250.00 25 families pay $10 per year
Special events
Fund Raiser $ 100.00 We sold candy and the profit is $100
Parties $ 50.00 10 families paid $5 for a party
Total Revenue $1,425.00
Expenses
Salaries $ 200.00 We paid an art teacher to teach at the Co-op
Professional Fees $ 100.00 We paid a computer guy set up a web site
Rent & Utilities $ 500.00 We paid a church to rent space
Printing & Pubs $ 150.00
Other
Supplies $ 225.00
Insurance $ 100.00 Accident insurance
Events $ 100.00 The party cost money
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Total Expenses $1,375.00

Net Income or Loss $ 50.00
+ * * *

This organization had a $50 surplus at the endefsear. That's good planning. But if
one expense had been more than expected, they Wwardty be solvent. If this
organization doesn’t hold a fund-raiser or getaegeus donation, they would not be
covering their expenses. They should increase tloeop fees or member dues. They can
recruit more families or increase the fees for entrfamilies.

No margin, no mission

The goal of budgeting is to plan the organizati@@arces of income as well as their
expenses. Plan for a balanced budget, and evemplastor the unexpected. “No margin,
no mission” is a popular saying in nonprofit segnlf your group leaves no financial
margin at the end of the year, they may not havésaion the next year. | know of more
than one group that had a fun time spending doercliecking account balance at the
end of their year. The leadership thought that wiest left was there to spend. Or
perhaps they incorrectly thought nonprofits couldarry forward a surplus. What they
didn't remember was that some expenses such agevieles came due over the summer
break and insurance payments were due before pnoiges were collected in the fall.
The group leaders had to beg vendors for extra tilmpay. It was embarrassing and
almost ruined the homeschool group.

Bookkeeping Basics

There is no need to take a bookkeeping class ierdcdmanage your homeschool group's
finances. There is a super simple method that u@sosingle entry bookkeeping, not
double entry bookkeeping that is taught to accastalust get some lined paper and
follow these easy steps.

1) Make Up a Chart of Accounts

List all your sources of Revenue (Income) and thleégour Expenses. This is called your
Chart of Accounts. Here's an example:

Homeschool Group Chart of Accounts:
Sources of Revenue:

Annual Dues

Fund raisers

Donations

Special Events
Expenses

Special Events

Postage
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Copies
Rent
Refreshments

2) Record Accounts on paper

Take a stack of papers and give them titles foh & e in your Chart of Accounts. If
you have too many accounts, combine items togeflogrexample use an account called
Occupancy and include in it rent, utilities, phorepairs & maintenance and taxes. Or
combine under administration all expenses for presurance, office supplies, web site
fees, etc...

3) Record income and expenses in columns
Make columns on each sheet. Label them DATE, théBCK NUMBER,

DESCRIPTION and finally AMOUNT. These will be wheyeu record everything from
your checking account and cash spending. Hereé&xample:

Simple Bookkeeping System for Homeschool Groups

Revenue: Annual dues

Date Check Description Amount
number
September 5, 2006 Dues from 20 members $ 500.00
September 20, 2006 Dues from 7 members $ 175.00
Monthly total for Annual Dues $ 675.00

Revenue: Special Events

Date Check Description Amount
number
September 10, 2006 Art class fees from 8 students $ 80.00
Monthly total for Special Events $ 80.00

Expense: Administration

Date Check Description Amount
number
September 5, 2006 1003 Copies of policy manual $ 4.55
September 20, 2006 1004 Insurance premium $ 310.00
September 25, 2006 cash Office supplies-paper $4.28
September 26, 2006 1005Web site fee $15.00

r HiH ! 3



Monthly total for Administration $ 333.83

Expense: Program

Date Check Description Amount
number
September 5, 2006 cash Art supplies $ 12.00
September 20, 2006 1006 Speaker Gratuity $ 25.00
September 28, 2006 1007 Art teacher for co-op $ 65.00
Monthly total for Program $ 102.00

4) Total Monthly

Once a month the entries should be totaled. Trenbak should then be transferred onto
a Statement of Revenue and Expenses. Using theararfibm the records above, it
might look like this:

Revenue
Annual Dues $675.00
Special Events $ 80.00
Total Revenue $ 755.00
Expenses
Administration $ 333.83
Programs $102.00
Total Expenses $ 435.83
Net Income $319.17
+ /< * -8

Notice that the Statement of Revenue and Expensesarizes the details of the
accounts. Itis a simple summary to show the threar leadership board. | recommend a
Statement of Revenue and Expenses be prepavathlyif the group is very active and
collects large amounts of money. If the group isken with infrequent deposits or
expenses, the statement could be completed oncg texeor three months.

This system could be kept on a computer with aasjsieeet program like Excel. Many
mid sized groups also find that personal softwaogm@mms like Microsoft Money or
Quicken are helpful for recording income and expen€reating a report is a snap.

r HiH ! 4



Using software for financial records

Many medium sized nonprofits find that personal momanagement software like
Microsoft Money or Quicken work pretty well. Whitewas not designed for small
businesses, it can certainly be a good start. Rakrsooney management software has
these advantages

May already be loaded on your computer

May also be free!

Your treasurer may be very familiar with the softevan her personal life (if not,
he or she may not be a good choice for treasurer!)

Intuitive. It looks just like a checkbook register

Can generate simple reports showing income andnegge

The disadvantages of personal money managemeniasefinclude:

You cannot create invoices or send bills to yountners

You cannot create financial statements like | sitbalgove. The only reports you
can generate are transaction reports or Net wdrtiey may be similar to a
Statement of Revenue and Expenses, but it's nataimee thing.

If you feel you really want to send invoices or whatter reporting, you'll need to
consider software for small business accounting kiickBooks or the new Small
Business Accounting from Microsoft. Read more altbase two programs my full
length bookMoney Management for Homeschool Organizatiavailable at
www.HomeschoolCPA.com

Which to use MS Money or Quicken?
It really doesn't matter. They are almost identitlle whatever is available on your
computer or cheapest.

If you do not already own a copy of Money or Quitkesuggest you save a few dollars
and order last year's version from ebay or Amak@ither of these programs change
much from year to year, so buying last year’s \wersvill probably meet your needs at a
fraction of the price.

Managing money in a medium sized group takesla htbre effort than a small group.
Having a separate checking account and choosireaaurer to handle this account is

necessary. Your treasurer should establish a buashgekeep detailed records. You will
never be sorry for having good records!
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If this book has been helpful to you, you shouldsider purchasing the full-length book

Money Management for Homeschool Organizations

available at

www.HomeschoolCPA.com

The book includes everything in this book and addél information on:

Money Management for a Large Group
Collecting Fees

Computer Records

Regular Reporting of Financial Status
Insurance for Homeschool Groups
Hiring Paid Teachers or Employees
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