Standard Administrative Practice

1999- 05- 30-01

Creation of Annual Budget

Begin in May, so that the proposed budget can be considered by the
Executive Committee (Board of Directors) and adopted by the nmenbership
at its June neeting.

Esti mate how much direct public support (donations) the squad wl |
receive for the next fiscal year. |In a balanced budget, this is how
much the squad will have to spend in the coming year. Two nethods for
maki ng a reasonabl e estimte are:

2.1 Take the average of the "direct public support” figures fromthe
past five years' IRS Form990's (ie, Line 1 a). Adjust the
average up or down according to the trend for the past five years.
Use the adjusted figure for the budget proposal

2.2 Use a tool |ike Quattro Pro or a statistical calculator to perform
a linear regression on the direct public support figures for the
past five years. The graph will show a predicted value for the
comng year. It may also be worthwhile to calculate the standard
or sanple deviation for the nean of the figures fromthe past five
years.

Split the estimted donation figure anpngst the squad's various
purchasing authorities (PA's -- officers, conmttee chairs, etc). One
reasonabl e net hod of nmaking such a split is as foll ows:

3.1 Use Qui ckBooks to generate a Transaction Report, sorted by
"Class". Fromthe report, determ ne how much noney each PA
actually spent |ast year (both actual dollar figure as well as
percentage of total expenditures). Calculate the actual dollar
anount each PA would have to spend if |ast year's percentage were
applied to this year's estimted donations. Copy this colum to
anot her colum where you can play with the nunbers to preserve
nondi screti onary values from |l ast year

A sanpl e spreadsheet that was created using this strategy is
attached.



Factor in any grants or other restricted revenue that nmay have been
approved for use in the com ng year. Presumably, each such restricted
revenue figure would be added to one particular PA s fund.

Alternately, restricted funds can be tracked apart fromthe direct
public support budget. This strategy would probably be easier for
future budget analysts to understand.

Foll ow steps 4 through 8 of the attachnent entitled, Entering beginning
bal ances for funds. The attachnment was taken fromthe Qui ckBooks online
hel p as foll ows:

Hel p
Qui ckBooks and Your Industry
Nonprofit or Exenpt Organizations
Ent eri ng begi nni ng bal ances for funds

You should end up with a General Journal Entry window simlar to the one
shown in the second attachnent.

If you encounter any problens, contact the squad's accountant. Proper
budgeting and fund tracking is crucial to the smooth operation of the
squad.



Entering beginning balances for funds

A fund's beginning balance is the total amount of money available to spend for the purpose of that fund. It does not necessarily correspond to a
bank account balance, because you may have one fund's money split among two or more actual bank accounts. This section deals with fund
balances regardless of how many bank accounts actually contain the money.

accounts receivable or payable for that fund. Accounts receivable would increase the fund's balance, and accounts

f You should know the correct fund balances before proceeding. Be sure to include in each fund's balance any
payable would decrease the balance.

To enter beginning balances for your funds
1 Set up your actual bank accounts with the correct beginning balances for those accounts in QuickBooks.

If you set up your QuickBooks company through the EasyStep Interview, you have already completed this step. If you have not set up
these accounts, see Adding new accounts.

2 Calculate the beginning balances for all your funds.
The total amount should equal the amount you have in your bank accounts plus any outstanding accounts payable or receivable for all funds.
3 Create a QuickBooks income account called "Fund Transfer Income" and an expense account called "Fund Transfer Expense."
These accounts will only be used in general journal entries to enter or adjust fund balances, but they will always cancel each other out.
From the Activities menu, choose Make Journal Entry.
In the Account field, select the Fund Transfer Income account, enter the total for the first fund under Credit, and select the fund under Class.

Repeat Step 5 for each fund you have.

N o g o~

After you've entered the last fund balance, press Tab. You'll see a balancing entry on the next line under Debit, equal to the total for all your
funds (which you entered in the Credit column).

8 Choose the Fund Transfer Expense account on the last line (where you see the balancing entry under Debit).

Do not select a class on this line.

Date  [11/08/96 44 Prey by Mext
Entry Mo, I]i:]]:] Advice (1] 4 K Cancel

Account Debit Credit Mermno M arne F  Class
Fund Transzfer | 5.000.00 Outreac| + |
Fund Transfer | 3.000.00 Buildine| |
Fund Transf[#] 8,000.00 [*] [*]
| +

The first two lines enter
the beginning balances
far thiz arganization's
bwio funds.

The final line iz a balancing entry,
azzigned ta the Fund Transfer
Expenze account.

To check your beginning balance entry, you can create a Custom Report. See Checking your fund balances periodically.
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