COMMUNITY ACCOUNTANCY PROJECT
WRITING SUCCESSFUL BUDGETS 
Step One - Think of expenditure types your organisation might have and put them down onto the paper.  Try to separate them between revenue and capital items. Capital items are assets used for more than a year and therefore capitalised as fixed asset and depreciated over the useful life: furniture, IT equipment etc. All other running costs are referred to as revenue items: rent, rates etc . Now make a list of all likely income headings such as membership, subscriptions, grants, donations etc.  

Step Two - Estimate the cost of each item of expenditure as realistically as you can. This could be difficult if you are preparing the budget for the first year. The best way will be to talk to people in similar organisations, shop staff, equipment suppliers, builders and local trade unions for salary scales etc. Catalogues from stationers, office equipment supplier are very useful. You can use prior year figures if available as a guide to the current year budget and make adjustments according to changes in volume, unit costs, changes in PAYE regulations. Bear in mind that costs can be variable (increasing with the volume) or fixed (fixed regardless of volume, rent) or mixed (containing both elements, telephone costs for instance). Make sure you keep clear notes on calculation of your figures.
Step Three - Revising the figures is very important as at this stage you can identify if anything has been missed or wrongly estimated. Show the draft budget to people inside your organisation and talk to those responsible for delivering the services. Think about inflation affects, timing of funding.
Step Four -  Contingencies are very important to account for. What happens if income is less than expenditure, how the organisation will survice? Can activities be scaled down? The different scenario budgets can be drawn according to this for the management purposes.
Step Five – Budget has to be approved by management committee. 
Step Six -  Variance analysis - The budget is a very important tool for financial management. Small organisations should compare projected with actual income and expenditure at least every three months. Remember that all unpaid bills including any outstanding taxes must be included in the figures. It may be that income has not been as high as forecast so savings will have to be made, or some activities have not happened leaving money available to be spent on other activities. The budget should only be revised to take account of major changes. 

 Step Seven – Based on the variances the major areas of changes can be identified and budget can be adjusted to reflect the changes for the rest of the period. 
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