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Financial Administration Policy & Procedures 
PURPOSE 

The Museums of Historic Hopkinsville-Christian County (“MHHCC”) cultivates regional pride 
and tells our community’s authentic stories by creating an enjoyable, engaging learning 
environment that encourages conversations about our unique history and diverse heritage. 
MHHCC’s commitment to this community requires careful stewardship of the resources 
entrusted to it. All members of the staff and of the Board of Directors (“Board”) must ensure that 
the museum’s funds, facilities, collections, staff and volunteer time, merchandise, educational 
tools, gifts, and all other resources are used wisely and effectively. All museum resources will be 
used to support the mission of MHHCC.                                                    

Providing for the sound management of the museum’s finances is essential. The primary 
functions of the Financial Administration Policy are to: 

• Assist the board and staff in carrying out the mission of MHHCC through the best and 
most responsible use of its financial resources. 

• Provide for the stewardship of earned, donated, granted, and bequeathed funds. 
• Direct, coordinate, and control financial operations. 
• Prepare reports to show the financial impact of MHHCC’s activities, programs, and 

events. 
• Maintain records and procedures that protect all interests of MHHCC. 

The Board of Directors of the Museums of Historic Hopkinsville-Christian County establishes 
this policy to assist in administering the financial practices of the museum. Compliance with this 
policy is the obligation of all board and staff members. 

 

AUTHORITY 

The Board of Directors serves as the policy setting body for MHHCC and provides the final 
authority in all museum operations. This fiduciary responsibility includes making decisions 
regarding the administration of museum finances and ensuring public confidence in the 
museum’s financial practices. This policy outlines the procedures for meeting and maintaining 
these responsibilities. 

The MHHCC Board of Directors entrusts decisions regarding the daily administration of the 
museum’s finances to its Executive Director. The Executive Director will establish and maintain 
financial procedures that support the provision’s set forth in MHHCC’s Bylaws and any other 
policies enacted by the Board. In addition, the Executive Director will maintain professionally-
accepted business and accounting principles and all applicable local, state, and federal laws. 

 

RESPONSIBILITY 
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It is the responsibility of the Finance Committee of the Board to maintain and update this 
manual, to participate in creating the annual budget, and to oversee MHHCC’s investment 
accounts. The Finance Committee shall consist of the Board Chair, Board Treasurer, 
Representative of the William McCarroll Trust, Executive Director, and additional Board 
members as appointed by the Board Chair. In the case that a Finance Committee is not in place, 
the responsibility will fall to the Board’s Executive Committee. 

It is the responsibility of the Executive Director to implement, enforce, and adhere to the policy 
and procedures set forth in this document. 

MHHCC employs an independent bookkeeper/accountant. It is his/her responsibility to enter and 
pay all bills, prepare all deposits, reconcile bank accounts, record journal entries, and perform 
other general bookkeeping duties. In the absence of a bookkeeper, the Executive Director will 
perform these duties. 

 

CONFLICT OF INTEREST 

No Museum Board member or staff member shall act in his or her official capacity in any matter 
where he/she, a member of his/her immediate family; or in a business organization in which 
he/she has an interest, has a direct or indirect financial or personal involvement that might 
reasonably be expected to impair his/her objectivity or independence or judgment as a Museum 
Board member. All board and staff members are required to disclose affiliation with employers 
and organizations by signing a Conflict of Interest Policy for Officers, Directors, and Staff 
Members. See separate policy. 

 

ACCOUNTING PRINCIPLES AND PRACTICES 

All business and accounting will conform with generally-accepted accounting principles and 
practices for a component unit of government and museums unless otherwise stated in this 
policy.  

Basis of Accounting: Generally, MHHCC uses the accrual method of accounting for its 
operational accounts. In accrual accounting, revenues are recorded when earned and not 
necessarily when they are received. Expenditures are recorded when materials and services are 
received and not necessarily when they are paid. 

Asset Accounting: Assets owned by MHHCC for the purpose of carrying out its programs are 
recorded at cost or, in the case of donated assets, at fair market value at the time of donation.  

Operating Funds: The operating funds, which include unrestricted, permanently restricted, and 
temporary restricted resources, are the general operating funds for the organization.  

Comment [A2]: Is this our correct 
designation? 



3 
Financial Administration Policy, April 2019 

Financial Statements: The Executive Director provides a monthly Profit & Loss statement to 
the Board of Directors. The Board Chairman or Treasurer approves all bank reconciliations. 
Additional reports are prepared as necessary to provide relevant management information. 

Fiscal Year: The fiscal year of MMHCC is July 1 through June 30 as established in MHHCC 
Bylaws. 

Financial Software: MHHCC uses Quickbooks Pro as its accounting software and Quickbooks 
Point of Sale as its retail software for the Museum Shop. 

 

ASSETS 

Equipment: An inventory of fixed assets will be maintained by the Executive Director. 
Purchases of non-recurring equipment valued at over $750 will be capitalized using the straight-
line depreciation method. 

Museum Collections: While MHHCC’s Permanent and Education Collections are considered a 
valuable asset, MHHCC does not capitalize its collections as allowed by FASB Standard No. 
116. Additional details regarding the documentation and care of the collections may be obtained 
by referring to the Collections Management Policy. 

Gifts of Stocks, Real Estate, and Non-Collection Objects Given for Sale to Benefit 
MHHCC: For ease of disposition, gifts of stock and other securities should be transferred 
directly from the donor or broker to the MHHCC operational or investment account designated 
by the Finance Committee. Stock certificates delivered to MHHCC must be accompanied by a 
power of attorney transferring stock rights to MHHCC. 

Gifts of real estate are only accepted when accompanied by a signed intent-to-purchase letter 
from a prospective buyer. The donor will provide a disclosure statement to MHHCC regarding 
any environmental conditions on the property under consideration. 

Non-collection objects may be dealt with as part of a fundraising auction or as a gift to benefit 
MHHCC. Such gifts will be duly accounted for and acknowledged. Unsold items will be 
disposed of in a reasonable and ethical fashion to derive the greatest benefit to MHHCC. 

 

APPROVAL OF DOCUMENTS AND EXPENDITURES 

Signature Authority: The Board delegates authority to the Executive Director to approve all 
expenditures and to sign all official financial documents unless otherwise indicated in this policy. 

Expenditures greater than $5,000: The Board must approve all expenditures greater than 
$5,000 that are not provided for specifically in the annual budget. 

Purchases greater than $1,000: The Executive Director must approve and inform the Board of 
all purchases greater than $1,000. 
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Purchases less than $1,000: The Executive Director must approve all purchases. 

Grant Applications: Signatory delegation for grant applications and reporting is granted to the 
Executive Director. The Board must approve all grant applications that require matching funds in 
excess of $5,000. 

Invoices: All invoices for services rendered by MHHCC must be approved by the Executive 
Director and initialed by a designated Board member when checks are signed. 

 

CHECKING AND INVESTMENT ACCOUNTS 

MHHCC maintains three checking accounts and two investment accounts. In addition, MHHCC 
is the beneficiary on the William McCarroll Trust. All accounts are held by Planters Bank. These 
accounts are distinguished as follows: 

MHHCC Operational Account: This checking account is the primary account for all financial 
operations of MHHCC. All revenue and expense transactions related to MHHCC’s general 
business are conducted through this account. A balance greater than $50,000 and less than 
$10,000 of unrestricted funds should be reported by the bookkeeper and reviewed for 
management by the Executive Director. In the event that a bookkeeper is not employed, the 
Executive Director should report the balance to the Board Treasurer.  

MHHCC Museum Shop Operational Account: This checking account is connected to the 
retail operations of the Museum Shop. All admissions, donations, memberships, and event ticket 
revenue is transferred monthly from this account to the MHHCC Operational Account. This 
account maintains a Board-approved minimum balance of $2,000. Any income in excess of that 
amount is transferred to the MHHCC Operational Account with approval of the Executive 
Director. 

MHHCC Building Account: This checking account is used exclusively for the Pennyroyal Area 
Museum Renovation Project. The account was created in January 2018 with $100,000 from the 
investment accounts.  

Reserve Account: This investment account is available by approval of the Board to be used for 
MHHCC operations. The investment objective of this fund is liquidity and preservation of capital 
for perceived current needs and expenditures. 

Board Designated Account: This investment account is designated by the Board for capital and 
other special projects. The investment objective of this fund is governed by the policies set forth 
in this document. All distributions from this account are approved by the Board. 

William McCarroll Trust: This account was created by William McCarroll as a perpetual, 
charitable trust and is managed by the Trust Services Department at Planters Bank. MHHCC is 
the sole beneficiary of the trust and receives an annual allocation of approximately 5% of its fair 
market value as determined by the tax return filed on the account. 
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Account Balances: Balances from the MHHCC Operational Account and for the MHHCC 
Museum Shop Operational Account will be reported monthly to the Board. A balance greater 
than $50,000 of unrestricted funds should be reported by the bookkeeper and reviewed for 
management by the Executive Director. In the event that a bookkeeper is not employed, the 
Executive Director should report the balance to the Board Treasurer. A balance less than $10,000 
of unrestricted funds should be reported by the bookkeeper and reviewed for management by the 
Executive Director. In the event that a bookkeeper is not employed, the Executive Director 
should report the balance to the Board Treasurer. A minimum balance of $2,000 is to be 
maintained in the MHHCC Museum Shop Operational Account. 

Temporarily Restricted Funds: Funds that are donor-restricted for specific programs, events, 
or projects may be held in the MHHCC Operational Account and/or the Reserve Account. 
Temporarily Restricted Funds in the MHHCC Operational Account will be those that are 
included in the budget for the current fiscal year, and the Executive Director provides a monthly 
report of the balances of the temporarily restricted funds in the MHHCC Operational Account. 
Temporarily Restricted Funds in the Reserve Account will be those that are not included in the 
budget for the current fiscal year. 

Funds received from corporate sponsors of events and programs (with the exception of Pennyrile 
Polar Express) are restricted until all expenses of the event or program have been paid. Any 
remaining funds are included with the income for the event.  

• Pennyrile Polar Express: This event involves a greater community fundraising effort; 
however, the finances are managed by MHHCC. Any funds raised specifically for this 
event that are not spent in any given year are to be temporarily restricted as prior revenue 
for the next year’s event. These funds are held in the MHHCC Operational Account. 

Funds received as grants are treated as Temporarily Restricted Funds and held in the MHHCC 
Operational Account. Specific grant guidelines determine the allocation of the funds. 

As of April 30, 2019, the following funds are temporarily restricted in the Reserve Account: 

• Fire Truck Adopt-a-Part: $2,400.10. This money is raised through the sale of 
Hopkinsville Fire Department t-shirts in the Museum Shop (treated as consignment) and 
through the “adoption” of individual parts of the 1928 LaFrance fire truck. The funds are 
to be used in the restoration of the fire truck. The truck is in storage at the City of 
Hopkinsville’s Public Works Garage. 

• Independent Order of Odd Fellows (IOOF): $4,894.54. This money was received as a 
donation from the local chapter of the IOOF when the group disbanded. The funds are to 
be used to preserve, store, and/or exhibit the collection of artifacts donated by IOOF to 
MHHCC. 

• Everett Field Trip Fund: $5,788.61. This money was designated from the bequest 
received from Elizabeth Everett’s estate to assist school groups with transportation and 
other needs for field trips to MHHCC. 

Comment [A7]: Should we set a minimum 
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Bank Reconciliations: Reconciliations of the checking accounts will be conducted by the 
bookkeeper and must be approved by a designated member of the Board. 

 

CONTRACTS AND LEASES 

Per MHHCC Bylaws, all conveyances, leases, contracts, notes, mortgages, bonds, evidences of 
indebtedness, bills of sales, assignments, and other instruments shall be executed by the 
Chairperson or Vice-Chairperson and attested by the Secretary or Treasurer pursuant to 
resolution of the Board of Directors.  

Goods, Contractual Services, and Other Expenditures 

Access to Safe/Locked Cabinet: All monies are kept in the locked filing cabinet located in the 
Executive Director’s office. Daily deposits from end-of-day procedures and the cash drawer 
from the cash register must be placed in the bottom drawer each day. Full-time staff will have a 
key to the Executive Director’s office and to the safe. The Executive Director may designate a 
part-time employee as a keyholder for weekend procedures. 

Checks: Two signatures are required on all checks from the MHHCC Operational Account,   
MHHCC Museum Shop Operational Account, and the MHHCC Building Account. Per MHHCC 
Bylaws, the Executive Director and the Treasurer shall sign all checks, drafts, and demands for 
money. This may also be done by such other two officers or agents as the Board of Directors 
may, by resolution, designate.  

Check stubs are attached to their corresponding invoice and filed by descending check number in 
a locked cabinet in the Executive Director’s office. Voided checks are entered into the 
accounting software with the word VOID in the description. The word VOID is also written on 
the check, and the check is filed in numerical order with other check stubs and invoices. 

Unused checks and blank deposit slips are kept in the locked cabinet in the Executive Director’s 
office.  

Deposits: Bank deposits are normally made twice monthly. Deposits are prepared by the 
bookkeeper and, in the event that a bookkeeper is not employed, by the Executive Director. 

Expenditures: A Board member who has been approved as a check signer must also approve 
with his/her initials each invoice received for expenditures. 

Transfers from Investment Accounts: All transfers from the investment accounts to 
MHHCC’s operational account must be approved by the Board Chair and Treasurer. Transfers 
included in the “Investment Distribution Policy” are approved by the Board as part of the annual 
budget and do not require additional approval. 

Credit Cards: MHHCC authorizes approved staff to use the Pennyroyal Area Museum 
Mastercard and Walmart card to purchase supplies, equipment, and merchandise for the Museum 
Shop as provided for in the budget. Staff are responsible for obtaining and turning in receipts for 

Comment [A8]: I feel like this needs a 
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all purchases (including online purchases) to the Executive Director. The Executive Director is 
responsible for determining approval limits. The approval limit for the Executive Director will be 
determined by the Board of Directors. 

Petty Cash: Petty cash will be maintained monthly with a maximum balance of $100. Petty cash 
transactions are overseen by the Executive Director. Staff is responsible for obtaining and 
leaving all receipts and for filling out the petty cash expense form in the petty cash bag located in 
the locked cabinet in the Executive Director’s office. 

Donation Boxes: A donation box is located in the lobby of the Pennyroyal Area Museum and in 
the Woody Winfree Fire-Transportation Museum. Boxes are emptied of the majority of bills and 
included in the end-of-the-month deposit. 

Fees: Fees for membership levels, programs, events, and seminars will be set by the staff. 
MHHCC Members will receive a reduced rate on selected museum activities including a 
discount in the Museum Shop. These rate reductions and discounts will be determined by the 
staff. Board members and regular volunteers will pay fees to attend any fundraising event. The 
staff reserves the right to waive fees on a case-by-case basis. 

Programs and Events: When necessary, a cash bag will be put together for offsite programs and 
events to facilitate ticket and retail sales. A check for Cash will be written as an expense for the 
specific program or event. This cash will be used as change in the bag. The amount will be 
deposited back to that program or event after the program or event.  

A staff member or other individual designated by the Executive Director may manage and keep 
record of all transactions made out of this cash bag. In addition, the Quickbooks Point of Sale 
cube is available to be used for credit card transactions at offsite programs and events. Following 
the program or event, the cash bag and/or cube is to be reconciled. Cash and check transactions 
must be entered into the Point of Sale system and included in the deposit for that day. Cube 
transactions are connected to the Point of Sale system and do not require additional recording. 

At no time should the cash bag be left unattended including when it is being transported from an 
offsite event back to the museum. If the bag is not reconciled on the same day, it is to be stored 
in the locked cabinet in the Executive Director’s office. 

Audit: MHHCC will contract with a certified public accounting firm to conduct an annual audit 
review. This audit will be presented to the Board of Directors and submitted to the City of 
Hopkinsville for their records. 

 

EXPENSE REIMBURSEMENTS 

Mileage: Staff members who are required to travel on business for MHHCC in his/her privately-
owned vehicle will be paid mileage at $0.50 per mile. The Board establishes the mileage rate. 
Staff must turn in a Mileage Form to the bookkeeper in order to be reimbursed. Mileage Forms 
are approved by the Executive Director or, in the case of the Executive Director’s Mileage Form, 
a Board member. 
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Other Expenses: Staff may be eligible for reimbursement of expenses incurred in the 
performance of assigned work (e.g., meals during a meeting, conferences, seminars) if prior 
approval is obtained by the Executive Director. The Executive Director must receive approval 
for such reimbursements from the Executive Committee of the Board. When requesting a 
reimbursement of any kind, a Check Request Form must be submitted to the bookkeeper and 
signed by the Executive Director or a designated Board member. 

 

BUDGET 

MHHCC’s annual operating budget is a statement that identifies and categorizes proposed 
sources of funds and expenditures for a given fiscal year. Once approved by the Board, this 
document serves as the Executive Director’s authorization to collect revenues and to incur 
expenditures for appropriate activities. 

The budget is prepared by the Executive Director with guidance from the Board Chair, 
Treasurer, and Finance Committee. The Board approves a proposed budget prior to it being 
submitted to the City of Hopkinsville and Christian County Fiscal Court in March. The Board 
must approve the final budget before the start of the fiscal year. Any revisions made to the 
budget during the fiscal year must be presented to the Board by the Executive Director for their 
approval. 

Funding Sources: The annual operating budget is divided into the following fund groups: 

Trust and Investment Funds: These funds include the annual allocation provided for by 
the will of William McCarroll and the Investment Distribution Policy outlined in this 
document.  

Governmental Funds: These funds include the annual allocation from the City of 
Hopkinsville and Christian County Fiscal Court. 

Earned Funds: These funds include all revenue from admissions, programs, events, 
fundraisers, donations, sales in the museum shop, and any other activity of the museum. 

Restricted Funds: These funds include project specific donations and sponsorships for 
specific programs/events. 
 

MUSEUM PAYROLL ADMINISTRATION 

All exempt/non-exempt employees are paid on a semi-monthly pay period on the 15th and the 
last of the month. Employees are required to fill out a semi-monthly timesheet. Timesheets must 
be approved by the Executive Director and submitted to the bookkeeper for processing. The 
Executive Director’s timesheet must be approved by a member of the Board. 

All employment and salary levels are set by the Executive Director, with the exception of the 
Executive Director’s salary which is determined by the Board, and approved in the annual 
budget. All salary changes or changes in compensation must be approved by the Board. MHHCC 

Comment [A11]: Do we need to outline 
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is required and will comply with federal and state law to pay all MHHCC employees salary and 
wages within specified time periods according to the Personnel Policy. In addition, MHHCC is 
required to do the following: 

• Make this payment in a form convertible to cash, such as check or direct deposit to a 
financial institution.  

• Make deductions from salary and wage payments to according to federal and state laws 
and liens. 

• Make deductions for payments to retirement/state pension play for full-time employees. 
• Make deductions for payments to insurance plans for those full-time employees who 

participate in the group health insurance plan. 

MHHCC is required to issue an itemized statement of all deductions for each pay period to each 
person employed. 

 

PAYMENT OF SALES TAX 

MHHCC qualifies as a tax-exempt organization as a component unit of government. Individuals 
making authorized purchases for approved museum business purposes should present a copy of 
MHHCC’s sales tax exemption certificate to merchants and request that sales tax not be charged. 
MHHCC reserves the right to deduct the amount of sales tax paid when reimbursing individuals 
for purchases that would have been exempt from sales tax. MHHCC’s tax exemption status may 
not be used for personal purchases of any kind. 

 

INVESTMENT ACCOUNTS 

As previously outlined, MHHCC maintains two investment accounts: the Reserve and the Board 
Designated accounts. Both accounts are managed by the Trust Services department at Planters 
Bank.  

The investment funds are to be invested with the objective of preserving the long-term, real 
purchasing power of assets while providing a relatively predictable and growing stream of 
annual distributions in support of the institution. 

For the purpose of making distributions, investment funds shall make use of a total-return-based 
spending policy, meaning that it will fund distributions from net investment income, net realized 
capital gains, and proceeds from the sale of investments. 

The distribution of investment account assets will be permitted to the extent that such 
distributions do not exceed a level that would erode the investment accounts’ real assets over 
time. The Finance Committee will seek to reduce the variability of annual investment account 
distributions by factoring past spending and investment portfolio asset values into its current 
spending decisions. The Finance Committee will review its spending assumptions annually for 

Comment [A12]: From a sample investment 
policy provided by Scott. I don’t understand a 
word of this section… 



10 
Financial Administration Policy, April 2019 

the purpose of deciding whether any changes therein necessitate amending the investment 
accounts’ spending policy, its target allocation, or both. 

Asset Allocation Policy: The strategic allocation of investment account assets across broadly 
defined financial asset and subasseet categories with varying degrees of risk, return, and return 
correlation will be the most significant determinant of long-term investment returns and the 
investment accounts’ asset value stability. Actual returns and return volatility may vary from 
expectations and return objectives across short periods of time. While the Board wishes to retain 
flexibility with respect to making changes to the investment accounts’ asset allocation, it expects 
to do so only in the event of material changes to the accounts, to the assumptions underlying 
account spending policies, and/or the capital markets and asset classes in which the investment 
accounts are invested. 

Investment account assets will be managed as a balanced portfolio composed of two major 
components: an equity portion and a fixed income portion. The expected role of investment 
account equity investments will be to maximize the long-term real growth of their assets, while 
the role of fixed income investments will be to generate current income, provide for more stable 
periodic returns and provide some protection against a prolonged decline in the market value of 
the investment accounts equity investments.  

Cash investments will, under normal circumstances, only be considered as temporary investment 
account holdings and will be used for account liquidity needs or to facilitate a planned program 
of dollar-cost averaging into investments in either or both of the equity and fixed income asset 
classes. 

Outlined below are the long-term strategic asset allocation guidelines determined by the Board to 
be the most appropriate, given the investment accounts’ long-term objectives and short-term 
constraints. Account assets will, under normal circumstances, be allocated across broad asset and 
subasset classes in accordance with the following guidelines: 

Asset Class Subasset Class Target Allocation 
Equity  50-60% 
Fixed Income  40-50% 
Cash  0-10% 
 

Diversification Policy: Diversification across and within asset classes is the primary means by 
which the Board expects the investment accounts to avoid undue risk of large losses over long 
time periods. To protect the accounts against unfavorable outcomes within an asset class due to 
the assumption of large risks, the Board will take reasonable precautions to avoid excessive 
investment concentrations. Specifically, the following guidelines will be in place: 

• With the exception of fixed income investments explicitly guaranteed by the U.S. 
government, no single investment security shall represent more than 5% of total 
investment account assets. 
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• With the exception of passively managed investment vehicles seeking to match the 
returns on a broadly diversified market index, no single investment pool or investment 
company (mutual fund) shall comprise more than 20% of total investment income assets. 

• With respect to fixed income investments, for individual bonds, the minimum average 
credit quality of these investments shall be investment grade. 

Rebalancing: It is expected that the investment accounts’ actual asset allocation will vary from 
its target asset allocation as a result of the varying periodic returns earned on tis investments in 
different asset and sub-asset classes. The investment accounts will be rebalanced to their target 
normal asset allocation under the following procedures: 

• The investment manager will use incoming cash flow (contributions) or outgoing money 
movements (disbursements) of the investment accounts to realign the current weightings 
closer to the target weightings for the accounts. 

• The investment manager will review the investment accounts semiannually (June 30 and 
December 31) to determine the deviation from target weightings. During each semiannual 
review, the following paraments will be applied: 

o If any asset class (equity or fixed income) within the accounts is +/-5 percentage 
points from its target weighting, the account will be rebalanced. 

o If any fund with the accounts has increased or decreased by greater than 20% of 
its target weighting, the fund will be rebalanced. 

• The investment manager may provide a rebalancing recommendation at any time. 
• The investment manager shall act within a reasonable period of time to evaluate deviation 

from these ranges. 

Other Investment Policies: Unless expressly authorized by the Board, the investment accounts 
and their investment managers are prohibited from: 

• Purchasing securities on margin or executing short sales. 
• Pledging or hypothecating securities, except for loans of securities that are fully 

collateralized. 
• Purchasing or selling derivative securities for speculation or leverage. 
• Engaging in investment strategies that have the potential to amplify or distort the risk of 

loss beyond a level that is reasonably expected, given the objectives of the accounts. 

Monitoring Investments and Performance: The Finance Committee will monitor the 
investment accounts’ investment performance against the stated investment objectives. At a 
frequency to be decided to be decided by the committee, it will formally assess the investment 
accounts and their performance of their underlying investments as follows: 

The accounts’ composite investment performance (net of fees) will be judged against the 
following standards: 

• The accounts’ absolute long-term real return objective. 
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• A composite benchmark consisting of industry accepted unmanaged market indexes 
weighted according to the expected target asset allocations stipulated by the accounts’ 
investment guidelines. 

• In keeping with the investment accounts’ overall long-term financial objective, the 
Finance Committee will evaluate and manage performance over a suitably long-term 
investment horizon, generally across full market cycles or, at a minimum, on a rolling 
five-year basis. 

• Investment reports shall be provided by the investment manager on a quarterly basis or as 
more frequently as requested by the Finance Committee. The fair market value of the 
investment accounts will be reported to Board on a quarterly basis. The investment 
manager is expected to be available to meet with the Finance Committee once per year to 
review portfolio structure, strategy, and investment performance. 

Investment Distribution Policy: Responsible management of the investment accounts is 
paramount to MHHCC’s financial policies. In an effort to manage and utilize these resources in a 
conscientious way, the Board adopted the Investment Distribution Policy on March 11, 2015. 
This policy provides for the distribution of 5% of the fair market value of the three-year average 
(as of July 1) of the combined Reserve and Board Designated accounts. This distribution will be 
included in the annual budget and used for operational expenses.  

The Board has the authority to modify the distribution percentage with recommendation from the 
Finance Committee. Additional distributions from either investment account require Board 
approval. 

 

MUSEUM SHOP 

The purpose of the Museum Shop is to provide opportunities for MHHCC to share and further its 
mission through the sale of items related to this community’s history and heritage. The Museum 
Shop incorporates the retail functions of the museum’s services and maintains its own bank 
account. 

Cash Drawer: The cash drawer maintains a balance of $100.00 at all times. The drawer is to be 
counted in the morning to ensure that the balance is correct. A balance of $100.00 should be left 
in the drawer at the end of the day. The cash drawer is removed from the cash register at the end 
of the day and locked in the bottom drawer of the cabinet in the Executive Director’s Office. 

Forms of Payment Accepted: Guests may pay for purchases with cash, local check, or with a 
credit card. Accepted credit cards include Visa, MasterCard, and Discover. Checks are to be 
stamped upon receipt with the “For Deposit Only” stamp located beside the cash register. 

Transfers to the MHHCC Operational Account: In addition to retail transactions, non-retail 
transactions are processed through the Point of Sale system in the Museum Shop. Revenue from 
non-retail transactions that support the mission of MHHCC include the following: 

• Admissions, including group tours 
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• Donations 
• Memberships 
• Outreach Program Fees 
• Event Ticket Sales, including, but not limited to, Edgar Cayce Hometown Seminar, 

annual fundraiser, Tobacco War Pilgrimage, Supper in the Cemetery, and other events 
that may arise. 

Revenue from these sources will be transferred to the MHHCC Operational Account at the end 
of each month. This amount is determined through the Sales by Item Summary report in 
Quickbooks. Revenue in excess of the $2,000 required account balance will be transferred to the 
MHHCC Operational Account as “Overflow Transfer from Gift Shop” per the Executive 
Director’s discretion. 

Purchases of Merchandise: Merchandise sold in the Museum Shop will reflect the mission of 
MHHCC and the history and heritage of this community. Any staff member may purchase 
merchandise for the Museum Shop; however, all purchases must be approved by the Executive 
Director. When possible, merchandise to be sold should be purchased using the MHHCC 
MasterCard. If a credit card purchase is not an option, then an invoice from the vendor must be 
provided to the bookkeeper for processing. 

Consignment: The Museum Shop welcomes items on consignment. Each consignment contract 
must be completed and filed in the Consignment folder located on the filing cabinet behind the 
cash register. MHHCC will negotiate its profit percentage based on the vendor’s and the 
museum’s needs and expectations. Consignment payments will be made to vendors on a 
quarterly basis. 

Sales Tax: State sales tax will be gathered on all retail transactions. Sales tax will not be 
gathered on transactions for services (admissions, donations, memberships, program fees, ticket 
sales, etc.). Sales tax will be paid to the state of Kentucky on a quarterly basis. 

Discounts: Museum Members and Museum Staff receive a percentage discount on purchases of 
merchandise in the Museum Shop: 10% for individual, couple, and family members; 20% for 
Olde Lamplighter and McCarroll Circle members and staff . Discounts do not apply to items on 
consignment. Discounts for tickets to programs and events will be determined by the Executive 
Director. 

Inventory: An annual count of all merchandise is conducted by the staff on or shortly after July 
1 of each year. The auditors must be present for the inventory count. All inventory counts and 
adjustments are submitted to the auditors to be included in the audit report. 

 

AUDITING, INTERNAL CONTROL, AND EMPLOYEE ETHICS 

Certified Public Accountants (CPA) will perform a yearly audit. An audit is a detailed review of 
an organization. The auditors review financial reports, transactions, and processes in order for 
the CPA to certify that the financial statements are appropriately reflective of the health and 
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wellbeing of the organization. The audit is done in accordance with general accepted accounting 
principles. 

The independence of the auditor must be established using the standards for the auditor’s 
independence as set forth in the latest revision of the government auditing standards. 

The Board will solicit bids from potential CPA firms for the annual audit every 3 years or earlier 
if applicable.  

Internal Controls: Procedures adopted should enhance the integrity of financial transactions. 
Sound practices include an annual review by an independent auditor, a monthly review of routine 
transactions by the Board Treasurer, and the approval of all expenditures by an approved signer 
on accounts. Employment of an independent bookkeeper/accountant provides an additional layer 
of internal control. A division of duties and responsibilities exists so that no person has complete 
control over all aspects of a financial transaction. 

Employee Responsibility: A properly functioning internal control system depends on reliable, 
responsible staff who are trained in the position s/he will perform. The necessity of adhering to 
outlined procedures and controls should be stressed. 

Employee Use of Museum Assets: MHHCC employees may use museum assets solely for 
authorized purposes in accordance with MHHCC policies and applicable laws. It is a violation of 
this policy for any employee to receive or use a MHHCC asset for a non-museum purpose or 
gain, except as provided within MHHCC policy, without prior authorization from the Executive 
Director. In the case of the Executive Director, s/he must receive authorization from the Board 
Chair. 

Reporting Violations: Any employee who has reason to believe this policy has been violated is 
obligated to report the incident(s) and all relevant information to the Executive Director. In the 
event that the reported violation involves the Executive Director, employees should contact the 
Board Chair. 

Audit Disclosure: Annual audited financial statements must be made available to the public and 
the Attorney General no later than 9 months after the close of the fiscal year to which the 
statement relates. Audited financial statements must be made available to the public for a period 
of 3 years. MHHCC will submit the required audit reports to the appropriate funder or 
government agency as required. 

 

RECORD RETENTION POLICY 

The following Record Retention Schedule was approved by the Board on February 15, 2017. 

Type of Document Minimum Requirement 
Accounts payable ledgers and schedules 7 years 
Audit reports Permanently 
Bank Reconciliations 2 years 
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Bank Statements 3 years 
Checks (for important payments and purchases) Permanently 
Contracts, notes, and leases (expired) 7 years after expiration 

Correspondence (general) 2 years 
Correspondence (legal and important matters) Permanently 
Correspondence (with customers and vendors) 2 years 
Deeds, mortgages, and bills of sale Permanently 
Depreciation Schedules Permanently 
Duplicate deposit slips 2 years 
Employment applications 3 years 
Expense Analyses/expense distribution schedules 7 years 
Year End Financial Statements Permanently 
Insurance Policies, expired, with no unresolved matters 3 years after expiration 
Insurance recoreds about unresolved matters, including 
accident reprots, claims, and the related policies Permanently 

Internal audit reports 3 years 
Inventories of products, materials, and supplies 7 years 
Invoices (to customers, from vendors) 7 years 
Minute books, bylaws, and charter Permanently 
Patents and related papers Permanently 
Payroll records and summaries 7 years 
Personnel files (terminated employees) 7 years 
Retirement and pension records Permanently 
Tax returns and worksheets Permanently 
Timesheets 7 years 
Trademark registrations and copyrights Permanently 
Withholding tax statements 7 years 
    
Individual program/event/exhibit files 5 years 
Consolidated program/event/exhibit files Permanently 
Deeds of Gift Permanently 

Artifact Condition Reports As long as artifact owned 
by Museum 

Deaccession Records Permanently 
Volunteer Information 7 years 
Grant applications 7 years 
Grant award information Permanently 
Building maintenance/renovation documents Permanently 
Policies and Core Documents Permanently 



16 
Financial Administration Policy, April 2019 

Publications Permanently 
 

 

GIFTS AND ENDOWMENTS 

MHHCC solicits and receives donations and sponsorships that further its mission of sharing and 
preserving the history and heritage of its community. All monies received will be recorded in 
PastPerfect, MHHCC’s information management database.  

 

CONSULTANTS AND OTHER CONTRACTORS FOR PROFESSIONAL SERVICES 

MHHCC may contract for the purchase of professional and artistic services to accomplish its 
objectives when such services are specialized, highly technical, and cannot be economically or 
satisfactorily performed by MHHCC employees as part of their regular duties. Contractors are 
used for specific tasks or projects and for explicit periods of time. Contractors can be either 
business firms or individuals who are not employed by MHHCC. 

Payments to contractors must be made in compliance with all applicable policies and procedures. 

 

REVIEW 

Formal review of this policy will take place at a minimum of once every five years from the date 
of its last review. Proposed changes or amendments must be approved by the Board.  

 

 

APPROVED at meeting of the Board of Directors held on _________ (day) of 

_________________(month), ______________ (year).  

 
 
________________________________________________ (Chairperson)  
 
 
Attest:  
 
_________________________________________________(Secretary) 

Comment [A19]: Does this more about how 
donations are solicited, received, handled…? 


