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PACD Budget Basics

 Why Budgets are important to PACD
— Operating budget is reflection of financial plans

— Core of budget is listing of anticipated revenues
and expenditures for coming year

— More detailed budget may contain additional
supporting information



PACD Budget Basics

 Why budgets are important to PACD

— No amount of additional detailed information
changes core information: revenues and
expenditures

— Extent to which budget clearly presents basic
message is measure of clarity and value of
document

— Additional information intended to add more
thorough understanding of plan and purpose



PACD Budget Basics

 Why budgets are important to PACD

— Supporting information can and sometimes does
add confusion

— But absence of information can and sometimes
does create confusion

— Today we will look at how to prepare, analyze, and
read a budget



PACD Budget Basics

* Operating Budget Document comprised of
three sections:

— Introduction: Highlight changes from current year,
priorities and issues for funding for next year and
assumptions used in preparing estimates

— Second Section: Describes organization,
Operating Budget Document, and process for
developing operating budget



PACD Budget Basics

e Operating Budget Comprised of Three
Sections:
— Documents short and long term financial budget

policies, highlight strategic goals and objectives
and explains financial structure



PACD Budget Basics

e Operating Budget Comprised of Three
Sections:

— Third Section, Summaries, includes graphs, charts,
etc. and provides overview of all revenues
included in Operating Budget.

— Full details contained in approved budget



Basics in Preparing a PACD Budget

* Strategies for Developing Operating Budgets
— 1. Set outcome goals
— 2. Set income and expense targets

— 3. Show priorities for increased, decreased and
unchanged total budget amounts



Basics in Preparing a PACD Budget

* Set Annual Organization Outcome Goals
— Consult with others before drafting the budget

— Define measurable outcome goals to ensure:

 Specific draft budgets and plans for coming year
support established goals and

* Everyone is clear on what needs to be done



Basics in Preparing a PACD Budget

e Set Annual Organization Outcome Goals
— Assess available resources for next fiscal year

— Base assessment on most recent income and expense
figures and projections

— Base assessment on outcome goals for coming year
— Outcome goals must be specific and measurable

* Decrease amount of water pollution by 15% over 12 month period



Basics in Preparing a PACD Budget

e 1. Set Annual Organization Outcome Goals

— Sample Performance Measure:

* Actual reductions in water pollution determined by
comparing pollution levels for the same month in
different years, the year before and year after services
were provided

* Becomes basis for developing budget by describing
what you intend to achieve and how results measured



Basics in Preparing a PACD Budget

* Include Board-approved goals in package for
developing draft budgets

* Write brief narrative explaining how core activities,
new initiatives, proposed changes in draft budget will
contribute to overall goals for coming year

* |In deciding on final budget, use narrative
explanations about each draft budget to help assess
each budget’s potential merits and contributions
toward goals for year




Basics in Preparing a PACD Budget

e 2. Set Annual Income and Expense Targets

— Set expense and income targets for the coming
year for the board

— That way you know in advance the available
income during the year



Basics in Preparing a PACD Budget

* 3. Prepare draft budgets that show priorities

— Step 1: Decide what percentage of variation should be
among totals for three draft budgets
 First is unchanged
e Second 2-3% higher (or lower) depending on what is called for

* Third drafts budgets reflect priorities and includes brief summary
in each budget of likely impact specific changes will have on
operations



Basics in Preparing a PACD Budget

e 3. Draft Budgets that Show Priorities

— Fourth, board adjusts up or down depending on most up-
to-date understanding of coming year’s income and
expenses based on perspective on change

— Board reviews, revises and approves final budget.

— Board evaluates proposed budget and evaluates extent it
will achieve outcome goals and income and expense
targets set

— May want to explore alternatives to proposed budget



Basics in Preparing a PACD Budget

— Board should handle changes to budget or
amendments as specified in bylaws

— Potential effects of any revisions should be
identified and discussed before approving budget
for coming year



How to Prepare a PACD Budget

* Implement, monitor and modify budget

— Final approved budget is distributed to relevant
board members and entered into
accounting/reporting system



How to Read, Analyze and Monitor
Budgetary Information and Expenses

* When reading the PACD budget, keep
following rules in mind

— Focus on largest dollar amounts

— Small items, unless of specific interest, are not
material to understanding budget

— Look at absolute as well as relative % change



Analysis, Reporting and Monitoring

* Regular Timely Financial Reporting and
Monitoring

— Regular monthly reports on actual versus
budgeted expenses

— Useful guideline is by 15t day of month following
report period

— Reports should identify variances with budget

— Budget modifications revise financial plan based
on new information



Analysis, Reporting and Monitoring

* Keep following rules in mind

— An item may increase/decrease by +/- 5 to 10%%,
if the amount is in the hundreds or millions, the
change can be very important

— If you cannot understand or locate certain
information, then find someone who can answer
the question. Data may not be shown when it
should be



Analysis, Reporting and Monitoring

e Keep the following general rules in mind

— Look for trends over several years. Year to year
changes (large and small) can be misleading
because of one time circumstances

— Review both revenue and expenditures since both
are equally important

— Try to understand something about the
background of the particular revenue/expenditure



Analysis, Reporting and Monitoring

* Questions
— How is the revenue source changing?

— How does the change compare to neighboring
conservation districts?

— Is the budget in balance and has it been balanced
in Prior Years?

— Which expenditure is changing the most?



Analysis, Reporting and Monitoring

e Questions

— If budget has been reduced although increase was
requested, may imply a reduction of service or
deferral of expenditures



Analysis, Reporting and Monitoring

e Questions

— Which expenditure/program element is changing
the most?
— How is revenue changing?

e State and federal revenue
e Other revenue



Analysis, Reporting and Monitoring

e Questions
— What are sources of new revenue?

— What factors most affect revenues and
expenditures?



How to Read a Budget Variance Report

* How to Read a Budget PACD Variance Report

— Once a budget is established, main task is to
understand variances between actual
performance and budget

— Format for Budget Variance Report

* Variance reports, also called monthly operating reports

* Titles for actual results along with budget, budget
variance, % variance, abbreviated YTD
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GRANTS AND CONTRACTS

il Re

Conservation Reserve Enhancement Program

Plan Development Incentives Program
Forest Stewardship

Chesapeake Bay Education Grant

319 Education Grant

Ag Conservation Technical Tralning

Froslon & Sedimentation Technleal Yraining

Engineering {Growing Greener)
Enginearing (CNMP}

Chesapeake Bay Commission Teading Grant

Growing Gresner Trading Grant
Total Semi-Restricted Revenue

Seml-Restricted Expenses

Grant Wages and Benefits (1)
Grant Travel

Grant Eguipment

Grant Gffice Supplies

Grant Postape

Grant OverheadfAdministration (2}
Grant Education and Assistance (3}
Total Seml-Restricted Expanses

Semk-Restricted Profit {Loss)

Restricted Revenusa

CREP Cost-Share

PDIP Cost-Share

Forest Stewardship Cost-Share
Mezningful Watershed Ed Experlence
Tokal Restricted Revenue

Restricted Expenses

CRE® Cost-Share

POIP Cost-Share

Forest Stewardship Cost-Share
Meaningi] Watershed Ed Experience
Total Restricted Expenses

Restrictad Profit (Lods)

Draft Budget
2000/2011
217,108
2,697
0
31,135
176,972
0
60,000
306,401
150,000
20,500
¢
1,054,613

747,436
16,441
24,714
7,393
3,635
107,519
147,474

1,054,613

6,000,000
83,168
40,600
36,000

6,159,168

6,000,000
83,168
40,000
36,000

6,159,168

a

Revised
Revenue
200812010

270,151
12,000
33,017
31,135
143,700
23,000
0
360,000
150,000
26,754
200,000
1,256,657

Arroved
Budget
2009 f 2010
270,151
12,000
59,917
31,135
143,700
a
0
268,061
0
26,754
0
?91'?.1.8

534,659
11,019
18,811
13,661

7,475

135,379
70,714

781,718

a

G 000,000
126,000
80,000

5,000,000
126,000
90,000

# Change
From Revized
Ravenue
-19.6%
-¥7.5%
-100.0%
0.0%
23000
-100.0%
nfa

10.31%
0.0%
-23.4%
~100.0%
~16.1%

% Change
From Approved
Budpet
39.8%
49.3%
3143
A5, 9%
S1.4%
-20.6%
108.5%
33.2%

0.0%
0.0%
~3.0%
=55.0%
<0.5%
0.0%
-34.0%

-55.6%

09%



AzTo1 Lancaster County Conservation Disirict
Apell 1, 2091 April 27, 2011

Iten #2

Program Name Apeil Year-to-Date 2011 Budget % of Bud
]
District Operations Revenue
Ag - NRCS Clarical Suppant - 782074 16,550 AT3%
Ag - Ag Consanvation Technician Program 268513 853668 32035 9%
Ag - BaylAg Frogram DEP/NRCS/Grams . 02.531,28 418400 21%
Ag - Nutrlant Maragamant Program - 162,304 39 27838 48.5%
Ag < Ag Complance 38479 8,252.38 15,000 85.0%
B - Speciaist Progr - 2027351 48,000 41.4%
Ed - Emironmental Education Program - £58.61 20,660 29%
Edu « Ombudsman Program - 15323.82 §0.225 20.5%
Edu - Plain Sect Advocale . 1422548 81,738 17.4%
Admin - Cournty Commisalones Grant 19.875.00 70,500.00 261,750 318%
Admin - Co, Comme. Grant Transfer to EAS {1,41867) (5,666 53) (17,000) 33.3%
Adoin - District Advinisiralive Revenue 72824 832040 61,585 135%
Other Prograsm Revanue - - 4
Total District Operations Revenue 22,156.49 412,308.55 1,317,799 31.3%
District Operations Expenses

Pranms Expenses
Ag « NRCS Clerical Support: 241297 1119579 30862 30.3%
Ag - Ag Consarvation Technician 6,080.52 240052¢ 51078 47.0%
Ag - Bayfag Program 20,482.38 131,004.61 447,057 203%
Ag - Nutrient Managemant Program 24,766.88 109,762 41 338,387 0%

|~ A9 Compiance 1,879.13 882338 18,005 AL
.Jo - W vod Spocalist Progr 5878.55 2471947 8z.781 20.6%
Eu - Emdreomantal Education Program 5,540.13 2508108 80980 3L
Edu - Ombudsman Program 5,520.38 28,420.77 68,468 38.9%
Edu - Plain Sact Outreach 594329 27,086.61 80,794 5%
Aderin - Administrafive Program Exp 13,268 48 saaT1.22 175,131 0%
Ohe Program Expenes - . -

Total District Program Expenses 99,562,65 447,110.58 1,269,613 326%

Dintst Administration Expenses
General Office Expanscs . 1sas6 2108.21 8,300 2654%
Capital ExpendituresiCantingency Fund . - 10,000 0.0%
Tuition Rembursament . 1,635.80 .
Inprance 500 4157.00 5620 738%
Membership Dues - 3MT0 5262 T4L%
Newsletlor Expenses 4193355 5,500 TH2%
Profsssionnl Senvices £20.10 431045 18,678 2™
District Planning & Promction 1995 355048 9,750 94.7%
RenU'Supplemental 30884 147544 2482 57.9%
Ermployes ssparation costs - - 4,000 0.0%
Other Admin - - .

Administrative Expensos for Allocation 121387 26,388.94 60,089 TN
Alccaled cosls sxpenand (0 above yogMNg - (19,628 64) (56,066) aB.0%
Transfe from E&S for afocaded coafs . (4.182.08) (12.874) 222%

!
o other Expensas 120.85 187074 4,100 48.3%
PACD, Regional, and NACD Meatings - 200264 4400 4aTE%N
Total District Operations Expenses 100.803.37 452.781.18 1478113 2%



How to Read a Budget Variance Report

* How to Read a PACD Variance Report

— Body of Report will contain numbers associated with row
and column titles

— Most will have line for supplies:

Actual Budget Variance Percent
S900 $1000 S100 10%

This shows that although $1,000 was budgeted, only $900 was
spent, leaving variance of $100, which is 10%.

Percent is computed by dividing variance by budget, not actual
amount



How to Read a Budget Variance Report

* How to Read a PACD Variance Report

— Variance is referred to as positive or favorable
variance

— Better that actual be lower than budget for
expenses

— When expenses greater than budget, known as
negative or unfavorable variance

— Formats vary
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PA Assoclation of Conservation Districts, Inc.

Profit & Loss Budget vs. Actual

July 2010 through March 2011

400102 - Rontal ncome 26 N Freat
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100000 180000 0.00 100.0%
10731300 50,900.00 4731301 1786%
18704.72 18,000.00 70472 104.4%
1687600 £0,242.00 (34.574.680) 31.2%
317.00 000 317.00 1000%
400000 024002 $55.240.0%) as%
000 000 0.00 0.0%
Q200 0.00 32200 100.0%
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1w 2.00 100 HO0%
20,005.52 1948202 137350 7.1%
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3447 52 416260 (T14.00 620%
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9,709.28 002500 (132871) 7.5%
1,706.00 2,026.00 (238 8B4%
680032 3440002 174%
713426 8,760.00 28420 100.7%
257683 4,600.00 (824.97) B1.7%
211372 147501 281 127%
80,00 7500 (8401} °2.0%
1851881 3,000,904 (1,381.20) 54.0%
318657 5,138.20 14,137.73) TN
199.80 412,61 40.5%
320456 2044 120.5%
3,14940 280458 184 48 105.6%
000 0.0%
Aara7a 362400 2378 27.%
201,03 202,49 147} 76.6%
112342 239587 (1.21240) @.1%
11.263.00 8,0M0.02 231748 11,1%
1080070 1200001 6560 59 167.3%
120008 200500 (825.00) 50.3%
20500 226.00 {224 BO2%
00 2638021 (26,265.21) 0.0%







How to Read a Budget Variance Report

* How to Read a PACD Variance Report

— Explaining the Variances

* Generally a requirement that managers prepare
explanation of variances

* Thresholds for variance reporting are different in
different organizations

* Typical threshold is 10% and $5,000 but differs in larger
departments/organizations

* |f variance meets both conditions, manager needs to
research and explain why



How to Read a Budget Variance Report

* How to Read a PACD Variance Report

* Example, % variance is 10% but dollar amount is only
$1,000

* Eliminates need for unnecessary work in researching
and identifying small variances

* |f item is off budget by $10,000, but is small %, no need
for explanation

* Some require explanation only if negative variance



How to Prepare a Budget

* Preparing a PACD Budget

— Estimating Income and Expenses

e Step 1: Estimate coming year’s income from various
sources

» Step 2: Carefully estimate expenses needed to operate
for coming year

» Step 3: Prepare Summary of budget highlights so board
can understand program’s priorities and perspectives



How to Prepare a Budget

* Preparing a PACD Budget

— Estimating Future Income
* Difficult

— Make policy decisions in advance
» Policies regarding uncertain income
» May include pending grants
» May be subject to reduction

» Clearly mark uncertain sources and identify associated
expenses

» Be cautious about spending from uncertain sources



How to Prepare a Budget

* Preparing a PACD Budget

— How to Estimate Future Income
* Changes in Service Fees

— Decide if new service fees will be charged or existing fees
increased

— May require determining service costs
— Determine expenses per unit
— Will fee increase impact # using service?



How to Prepare a Budget

* Preparing a PACD Budget

— Ways to project income vary by source and nature of
iIncome
 Document assumptions used to prepare income projections
* Can help explain budget to others

* For grant or contract income, indicators may be:
— Actual income and estimates previously provided by funding sources
— Funding-source payment schedules
— Status of current negotiations



How to Prepare a Budget

* Preparing a PACD Budget
— For ongoing fund raising, income indicators:

* Prior years’ experience
e Current pledge collection rates

* Net income after expenses from any other fundraising
activities



How to Prepare a Budget

* Preparing a PACD Budget

— For income from fees and charges, income
indicators include:
* Prior years actual experience
* Any adjustments to fee amounts
* Expected service levels



How to Prepare a Budget

Preparing a PACD Budget

— Annual Policy Decisions

* Decisions on following:

— Cost increases: Will salaries, wages and operating expenses
be increased? (If so, by how much?) Include planned and
contractual increases

— Costs of generating future income

» If anticipated but as yet unsolicited income (funding to be
requested during coming year) included in budget,
additional related expenses must be detailed



How to Prepare a Budget

* Preparing a PACD Budget

— Projecting Salaries and Wages
e Largest part of annual operating budget so accuracy is
especially critical

 Failure to budget properly for equipment and other
discretionary expenses can be fixed by delaying
purchases

* Failure to meet payroll because of incorrect forecasting
IS very serious



How to Prepare a Budget

* Preparing a PACD Budget

— Create spreadsheet to budget with list of all
authorized positions (include vacant to be filled)

— List wages for each position (total annual salary
— Maintain throughout the year

— Use to calculate impact of any proposed changes
during the year



CUBEEENT FILLED FOSITIOHS

COMMITMENT NUMEER ANNUAL
ITEM DESCRIPTION POSITIONS COST
DEPARTMENT DIRECTOR
501000 (From Form 501-503}) §67,982
SOLICITORS/ATTORNEYS
502000 (From Form 502) 50
DEPUTY/ASSISTANT DIRECTORS
503000 (From Form 501-503) §0
DEPARTMENT SALARIES
504000 (From Form 504) 593,229
MGRS & SUFERVISORS
508000 (From Form 508) 50
NON-MGRS & NON-SUPERVISORS
509000 (From Form 509) 50

TOTAL: TO PAYROLL SUMMARY

§161,211




How to Prepare a Budget

* Preparing a PACD Budget

— Add columns to spreadsheet with formulas for
calculating effect of variables (impact of salary
increase and increase effective date)

— Budget for overtime (if appropriate) in separate
line item

— Budget for part-time staff in separate line item



How to Prepare a Budget

* Preparing a PACD Budget

— Projecting Fringe Benefits
e Vary according to:
* size
* law
* benefits offered



How to Prepare a Budget

* Projecting a PACD Budget

— Be sure to include estimates of health care and
other insurance increases



How to Prepare a Budget

* Projecting other Operating Expenses

— Requires year to year adjustment for

* Any projected change in prices (increases) for goods
and services

* Any projected change in usage of volume of goods and
services



How to Prepare a Budget

* Projecting Other Operating Costs
— Identifying Projected Prices

— Identify increases built into leases and other contracts

— Then project price changes for services, supplies, equipment
etc needed to operate programs

— Can contact vendors and ask for estimates

— If cannot get info from vendors, then develop independent
estimate

— Usually estimate 2-3%



How to Prepare a Budget

* Projecting Other Operating Costs

— Certain costs experience higher volatility such as
gasoline

— When other operating costs are large part of
expenditures, then take extra care in estimating
cost

— Contact vendors to get additional information



How to Prepare a Budget

* Projecting Other Operating Costs

— Identifying Changes in Usage or Volume

* Ildentify changes in operations likely to reduce or
increase use of supplies, materials, services,
equipment, or other non-salary costs

e Changes come from expanding or contracting existing
programs or services

* Increase or reduction in demand for programs or
services



How to Prepare a Budget

* Projecting Other Operating Costs
— Budget Highlights

* Include written summary of budget assumptions and
highlights

* Explain any significant changes



How to Prepare a Budget

 Example of Budget Assumptions and
Highlights
— Total Income and Expenses
— Example: draft budget shows next year’s
budgeted income for PACD is expected to exceed

budgeted expenses by S800 with expenses of
S55,000 and income of S$55,800



How to Prepare a Budget

 Example of Budget Assumptions and Highlights

— County informed us that our allocation for coming year
would be reduced by $5,000 due to legislative cutbacks. To
address potential income shortfall, proposed budget calls
for holding a 10K run next year which is expected to
generate additional $5,000-10,000 in individual and
corporate revenue

— Major increase in expenses reflects 2% increase in salaries
and wages for eligible employees

— Scheduled 10K run will increase printing, postage and
consulting expenses by $2,000.



Summary

Budgets are reflection of financial plans
mportant to set outcome goals

Regular and timely reporting important
_ook for trends

Understand background of particular
revenue/expenditure



