
WRITING A BUDGET FOR A NON-PROFIT

Budgets should not be â€œwritten in stoneâ€• because the financial position of the A budget is a guide that can help a
nonprofit plan for the future as well as assess.

Develop draft expense budget Determine costs expenses to reach program goals Determine costs to reach
organizational and strategic goals 6. Give yourself enough time to gather the necessary information and data,
to think through and discuss the various elements of the budget, and to put it down on paper or in Excel.
Include that amount as both a revenue and an expense line item so they cancel each other out. Be transparent.
Be realistic about what you can successfully operate the first year, especially if you will need to raise the
money for the program fundraising can be a bit slow at first. Since you have some control over these expenses,
this is where a lot of decision-making will happen. Pro Tip: Every accounting system has a chart of accounts
which classifies the sources of revenue and the types of expenses you incur. If so, you want to compute those
costs as percentages of your total salaries and include them in your budget as benefits. If your group has no
professional staff, then your board should decide who has the skills and willingness to take on the role. Next,
identify all non-personnel expenses, beginning with ongoing operating costs that allow your organization to
offer programs. This not only helps create a more accurate and comprehensive budget but also ensures buy-in
across the board. Monitoring the Budget Throughout the Year Budgets are too often proposed, discussed,
accepted, and forgotten. But you need some practicality and planning to go with it. So, how do you create a
budget? Create a little cushion in your budget for unexpected expenses and shortfalls. Practice Accountability
Measures Whenever you are developing or revising your budget, practice the following measures to ensure
your organization's accountability with money matters: Be inclusive. No more wasted meetings where
everyone is confused and hours are spent making sense of your financials. What program will you run this
year? How many people are likely to use them? Carve out time to do it. These budgets can be used again and
again, for a vast range of projects. For example, if you have it in your plan to buy new computers for your staff
or to build a new website, create a separate budget for those projects. Try and differentiate between the
program and other expenses. The process of building a budget is fundamentally a planning process. Create a
cushion. Your staff and most active volunteers should feel ownership of the budget. Once you have your
budget, compare the predicted numbers to the actual figures every month in order to look for differences and
establish why they occurred. Step 5: Update the Budget Keep updating the budget on a regular basis. In
addition, some professionals may not join your board if you do not have this type of insurance. Not a fun place
to be. This way, when someone asks about a number in the budget, you can easily explain it. Understand
current financial status Review current year income and expense compared to budget Forecast to the end of the
year Analyze and understand any variances 4. Organize your charitable gift income by source, e. This means
that you have to keep a note of all the expenses your organization spends in order to continue operating
successfully. Show Revenue Before you can realistically create an expenses budget, you have to know how
much money you have to work with in the coming year. Plan your cash flows as well as your revenues and
expenses. Your budget should be the basis for these three activities: Raising money Reporting to your board of
directors Communicating your work to the outside world Use Your Budget as a Planning Tool Your budget
development process should serve as a planning tool for your organization. Here are some other tips that can
help you create a realistic budget that matches your organizational operations: Organize income and expenses
into line items. Then, estimate likely gift increases per donor, based on the quality of the relationships. As
much as you can, contact vendors and potential providers to get real estimates for costs. This practice will help
you budget more accurately in future years. If you are unsure about a regular source of annual income, do not
guess. How many services and how often?


