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AGENDA

:00 - :15 Introductions (Participant Demo)
:10 - :15 Frame Lecture

:15 - :20 Problems Facing Museums

:20 - :25 Financial Problems

:25 - :35 Exercise #1 (Know your Financials)
:35 - :45 Break

:45 - :55 KPI and Scorecard Discussion
:5S - :05 Exercise #2 (Create Scorecard)
:05 - :15 Financial Discussion

:15 - :25 Break

:25 - :45 Exercise #3

:45- :00 Wrap Up



AAAM PARTICIPANT DEMOGRAPHIC

WHAT?




LECTURE FRAMING

Professor Financial
. General KPIs and .
Understandin Problems and Calculations
Problems Measurement
g Impacts



TYPES OF
MUSEUMS

*  Unwersity

* Local

e National

e Private

* Public

* For Profit

* Not for Profit




CATEGORIZATION OF MUSEUM PROBLEMS (FLOCS)

Organization Management

Socio-Cultural




EXAMPLES OF
FINANCIAL PROBLEMS
AMONG MUSUEMS

NEW JERSEY MUSEUM OF AGRICULTURE
(NEW JERSEY)

AMERICAN FOLK ART MUSEUM (NEW YORK)

ROY ROGERS AND DALE EVANS MUSEUM
(MISSOURI)

SOUTH STREET SEAPORT MUSEUM (NEW
YORK

MOVIELAND WAX MUSEUM (CALIFORNIA)



https://www.nj.com/news/2011/02/new_jersey_museum_of_agricultu.html
https://www.nj.com/news/2011/02/new_jersey_museum_of_agricultu.html
https://www.nytimes.com/2011/08/20/arts/design/american-folk-art-museum-considers-final-options.html
https://www.historyallday.com/why-the-roy-rogers-museum-closed-its-doors-for-good/
https://www.historyallday.com/why-the-roy-rogers-museum-closed-its-doors-for-good/
https://www.nytimes.com/2011/02/19/arts/design/19seaport.html?register=email&auth=register-email
https://www.nytimes.com/2011/02/19/arts/design/19seaport.html?register=email&auth=register-email
https://www.latimes.com/archives/la-xpm-2005-oct-19-me-movieland19-story.html

IMPACTS FROM FINANCIAL
PROBLEMS

e Tuhura Otago Museum

« “A New Report Shows Museums Had A Bad Year — But Not
The Worst Possible”



https://www.odt.co.nz/news/the-south-today/museum-facing-major-financial-crisis
https://www.npr.org/2021/06/01/1002077626/a-new-report-shows-museums-had-a-bad-year-but-not-the-worst-possible
https://www.npr.org/2021/06/01/1002077626/a-new-report-shows-museums-had-a-bad-year-but-not-the-worst-possible

EXERCISE #1: OPERATING REVENUES

With Donor Restrictions Without Donor Restrictions

Operating Activities

Grants

Contributions

Admunistration

Members hip Dues

Interest Income

Inves tment Income

Other Income

Fundraising

Donated Goods

Donated Services

Tot Rev



EXERCISE #1: OPERATING REVENUES

With Donor Restrictions Without Donor Restrictions

Operating Activities ‘

Wages & Benefits

‘ Program & Exhibitions ‘

Facilities

‘ General & Administrative ‘

Fundraising

Tot Rev



)
BREAK #1: 10 MINUTES




BALANCE SCORECARD (BSC)

“The Balanced Scorecard (BSC) is a planning and
management system widely used by large
corporations around the world to align business
activities with corporate vision and strategy,
improve internal and external communication,
and monitor performance against strategic goals.”

—— The scorecard provides a “balanced” view of
performance because it includes subjective

measures and the input of external

stakeholders, not just financial metrics. ”

<o



BCG SCORECARD: MEASURING A
MUSEUMS PERFORMANCE

Benaki's Scorecard Addressed Four Dimensions

Artistic Contribution Public Benefit
6 museum buildings, 84,946 artworks—from the 350 cultural events each year—conferences,
1 under construction, Stone Age through 2012 presentations, theatrical and dance performances,
4 active archives concerts, movies, and press conferences
— —_— 130,000 volumes in the
1,500 artworks travel around lliat\)rrgéer;tirr:\gsrggg 350,000 visitors each 22,000 children and
the world each year, year, making Benaki the adults participating
stengthening Benaki's More than 30 temporary second most visited annually in educational
bonds with other museums exhibitions in the museum in Greece programs
: : museum spaces
1,000 copies of Benaki's P e : )
annual magazine are 3 90% of critics’ reviews 95% satisfaction
distributed in Greece 20 new books each year; were positive ratings by visitors
and abroad 427 existing publications
Learning and Growth Finance and Governance
7 museum employees 3 museum shops promote top-quality
participated in high-profile To boost team replicas and new artists’ designs
international conferences dynamics, all main
and seminars iidi ' ; . : = TR
b%?;\n\:glfearzsuigﬁﬁfd The 2 cafes—in Koumbari Fundraising activities
2 annual information- - : and Piraeos—have a have been relaunched—
sharing meetings Informatiory scoreboard reputation for good food corporate and individual
for all staff and a pleasant environment programs—online too

Source: BCG analysis.




EXERCISE #2: CREATE YOUR OWN
SCORECARD

Dimension #1 Dimension #2 Dimension #4 Dimension #3

e Facts e Facts e Facts e Facts
¢ Details ¢ Details ¢ Details ¢ Details




PROF SCORECARD

Organization
Management

mm Visitor Persona

How Would I
Determine Success

: Curation
and Failure?

Engagement
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FRAMEWORK TO ASSESS FINANCIAL ABILITY

Market Capacity Credit Risk Management
SWOT Liquidity Statement Analysis Identification
PESTLE Solvency Ration Analysis Analysis
Porters 5 Profitability Revenue Streams Response Planning
Efficiency Risk Mitigation

Monitoring



Assessment Financial Lens Company KPI Analysis Museum KPI Analysis
Output . :
Market Entrants (Market Penetration Rate) = (# of consumers / tot targeted) * 100 1. Number of VlSlt.O.l’S
Policy Analysis 2. AVg Length of visit
Market-wide = Market Growth  Competition 3. Competition
Customers
. 4. #of new

Substitutes .
e Customers/Memberships
Revenues . .
Expenses 1. Rev per Visitor
Cost of Goods Sold 2. Ope rating Costs

Profitabili Revenue Diversification % = (Product-specific revenue / total revenue) * 100 N b N Cust/M

rofitabi lty Gross Profit = Revenue — Cost of Goods Sold 3. umber o GV\.I us ¢m
Gross Profit Margin = Gross Profit / Revenue 4. Revenue from ticket sales
. Net Profit Margin = Net Income / Revenue
CapaCIty Return on Assets = Net Income / Avg Total Assets

Accounts Receivable Turnover = (Net Sales / Avg AR) 1. Profit Margin

Effici AR TO in Days =365/ AR TO 2 D v R ved

1ciency Accounts Payable Turnover = (Supplier Purchases / Avg AP) DIERELOI SUSCORYE

Efficiency Ratio = Expenses/Revenue

Li . d Current Ratio = Current Assets / Current Liabilities

quidity Quick Ratio = (Cash + Cash Equivalents + AR) / Current Liabilities
ntert Cera - Rti = ET erest Expense
. . e Ratio = (EBIT + fixed charges before taxes) / (fixed charges before
Creditworthiness

Risk Management Labor

t osets = tl ebt/ l Assets

Debt to EBITDA = Total Debt / EBITD/

Number of risks identified
Number of risks that occurred

% of risks monitored

% of risks mitigated

Cost of risk management programs




FORMULAS FOR
MUSEUM KPIs
(NATIONAL AVG)

# of Visitors = [Total Number per Month] / [days in month] 500-1000

Avg Length of Visit = [Tot Num of Visitors] / [Tot Time in Museum] 2.5-
3

Rev per Visit = [Tot Rev] / [Tot Num of Visitors] $13.47

# of New Customers = Num of Cust at End — Num of Cust at Beg

Cust Retention Rate = [(Num of Cust at End) — (# of New Customers)] /
(Num of Cust at Beg)

Gross Margin = (Total Exp —Total Rev) / (Tot Rev)

Profit Margin = (Net Profit) / (Tot Rev)



)
BREAK #2: 10 MINUTES




EXERCISE #3A: DESCRIBE WHAT YOU SEE

Revenue from Operating Activities
Grants
Contributions
Admissions
Membership Dues
Interest Income
Investment Income
Other Income
Fundraising
Donated Goods
Donated Services

Tot Rev

With Donor Restrictions

10,259,442
1,037,984
138,434
48,992
327,191
53,723
725,688
43,643
49,000
2,366

14,705,302

Without Donor Restrictions

309,173

3
=
<)

.

10,568,615
1,037,984
138,434
48,992
327,191
53,723
725,688
43,643
49,000
2,366
14,995,636



EXERCISE #3B: DESCRIBE WHAT YOU SEE

Expenses from Operating Activities

Wages & Benefits 3,168,147
Program & Exhibitions 1,354,977
Facilities 1,187,498

General & Administrative 1,009,938
Fundraising 26,038

Tot Expenses 7,517,527




EXERCISE #3C: USE RATIOS TO DESCRIBE

With Donor Without Donor Total EXPCI‘ISCS from
Restrictions Restrictions Operating Activities
Revenue from
Operating Wages & Benefits 3,168,147
Activities
Grants 10,259,442 309,173 10,568,615 o
Program & Exhibitions 1,354,977
Contributions 1,037,984
.. 1 e .
Admissions 38,434 Tetliiien 1,187,498
Membership Dues 48,992
Interest Income 327,191 GCHC.I‘EI.I & . 1,009,938
Administrative
Investment Income 53,723
Other Income 725,688 Fundraising 26,038
Fundraising 43,643
Donated Goods 49,000 Mp_egsgﬁ 7,517,527
Donated Services 2,366
Interest 100,000

EBIT 14,705,302 290,334 14,995,636



WRAP UP

*CATEGORIZE PROBLEMS USING
FLOCS (FIN, LOC, ORG, COLLECTIONS,
SOCIO-CULTURAL)

*FINANCIAL PROBLEMS COME IN
VARIOUS FORMS WITH VARIOUS
IMPACTS

*KNOW YOUR AGENCY NUMBERS
*MEASURE, MEASURE, MEASURE

*SCORECARDS CAN BE USED TO
MEASURE NON-FINANCIAL GOALS

*CHECK AGENCY HEALTH THROUGH A
FINANCIAL LENS




QUESTIO



APPENDIX
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ix A — Assets, Liabilities, and Misc
1Xx B — Diverse Customer Base
ix C — Working Capital

1X

1X

ix I

D - Short- and Long-Term Debt

E — Ratio Interpretation

— Solvency Explained



Appendix A

Assets

Total number of customers?
Type of customers?

Are you comfortable with the level of cash

you hold?

Do you foresee any trouble having enough
cash to meet your obligations over the next
12 months?

Can you provide details of any significant item(s)
affecting your financial performance for the past
2 - 3 years?

How do you expect your financial performance to
change in the upcoming fiscal year?

Liabilities
Do you have any debt obligations? If so,

how do you expect interest obligations to
affect your target margins?

Do you have any short/long-term debt?

Can you provide details of any significant item(s)
affecting your financial performance for the past
2 — 3 years?

How do you expect your financial performance to
change in the upcoming fiscal year?

Miscellaneous

How long has your company been in
business?

Has your company ever filed for
bankruptcy? If yes, please provide the
details of that bankruptcy.

Any litigation pending?

Number of lawsuits in history of company?



Springheld Psychological Services

¥ /

Appendix B Incorme: 2 tabamant
Years Endsd Daoembar 31, 21 and 2004
poa ic) 204
Soed
DIVERSE Clert Serice REVEUE. ... § XEESE1 §  IO45E
T 175 3410
Professional Consukaton. ... 3 42127 56,924
CUSTOMER BASE T T —— 30603 33, 4
EXpITRE
\Wages {55,000 #9700
. . MarkEing and Aduerising 20,000 2,000
Mitigates Risks Rert 24,000 24,750
. o . Lttt 3500 4,000
Provides Additional Financial Memberships and Pubiicrions #,000 1,300
. InsumnCe 3700 3500
Security Corsuiarts 10,300 £ 700
Increases stability Eﬂf;ﬁ; —ﬂ;%'ﬁ- —mﬁ
Increase Oppqrtunltle§ to Cpsraling Insom S atakk
Work on Multiple Projects
Non-Operatng Gaks [Loases)
I mizrest Income, et =] 417}
Lss on Sale of Asseh (5,000
Corabions (G 500 750
Tolsl Non-Oparaiing Gains {Locsss] BE] [#,337]



Appendix C

WORKING
CAPITAL

Can you withstand an
unexpected downturn or crisis?

Meet short-term obligations
Will company be around?
Positive Working Capital =
Ability to Pay Bills + Invest to
Spur Business Growth

Got Cash?

$220,000

Current Assets Cash  Inventory RawMaterials  Accounts Receivable

Wages Utilities Tax Debts Due Within a Year

- $130,000

Current Liabilities

$90,000

Working Capital

https://www.netsuite.com.hk%2Fportal%2Fhk%2Fresource%2Farticles%2Ffinancial-management%2Fworking-
capital.shtml&psig=AOvVaw3b-qeEw-GRONOsBU-
dph6T&ust=1679366006769000&source=images&cd=vfe&ved=0CA8QjRxqFwoTCKjE2YO86f0 CFQAAAAAJAAAAABA]



Appendix D

SHORT- AND
LONG-TERM
DEBT

Debt-to-Assets = Total Debt / Total Assets

Debt-to-Equity = Total Debt / Total Equity

Debt-to-Capital = Total Debt / (Total Debt
+ Total Equity)

Debt-to-EBITDA = Total Debt / Earnings
Before Interest

Taxes Depreciation
Amortization

Can You Pay Your Bills?

Debt to Equity Ratio

D

¢ B

Shows the percentage
of company financing
that comes from
creditors and investors.

Total Liabilities
—— Divided By —
Total Equity

Debt Ratio
s

Shows a company’s
ability to pay off its
liabilities with its assets.

Total Liabilities
— Divided By —



Appendix E

Interpretation

Debt to equity .

0.5 or less Lower risk
Less than1 Reasonable
1-2 Typical
More than 2 Proceed with caution (consider
trend)

More than g Very cautious (special case,
sustainable CF)




Appendix F
SOLVENCY
RATIOS
. - !
DEBT-TO- INTEREST DEBT-TO
ASSET COVERAGE EQUITY
RATIO RATIO RATIO
L ®
FINANCIAL FIXED
LEVERAGE CHARGE
RATIO RATIO

Solvency Ratio

The Solvency Ratio indicates whether the cash flow of the company
will be sufficient to cover its short-term and long-term liabilities

Higher the value of
the Solvency Ratio,
better the liquidity

_ position of the

A company

the Solvency Ratio
indicates a greater

probability of
. default on its debt
N obligations

32

SOLVENCY

|

Lower the value of\

Solvency reflects the firm’s position and
ability to meet the long term and short
term obligations.

\

ANALYSIS

/

" If solvency 1s hugh that means firms have
sufficient resources to meet all obligations
and vice versa

" A firm that 15 unable to maintain good
solvency will find difficulty in paying
debts and hence will get bankrupt.

CALCULATION

After tax operating income / Total Debt

< USES OF SOLVENCY >

(, Helps 1n identifying the sustanability of
firm,

' Helps in managing the assets and iabilties
by strrkung the balance between assets and
liabulities

* It pudes in manaping the various cash

telated transactions

SOLVENCY VS LIQUIDITY
Liquidity measures firms’ ability to deal with
short term debts while solvency is related to

managing long-term obligations
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