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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

• 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

• 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

• 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

• 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

• 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

• 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

• 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 15th 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

• 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

• Questions

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



Analysis, Reporting and Monitoring

• Questions

– Which expenditure/program element is changing 
the most?

– How is revenue changing?

• State and federal revenue

• Other revenue



Analysis, Reporting and Monitoring

• 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









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

• $900       $1000       $100         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 







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

• If 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

• If 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

• 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 
income
• 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

• 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

• 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





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

• 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

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

• 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 $800 with expenses of 
$55,000 and income of $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

• Important to set outcome goals

• Regular and timely reporting important

• Look for trends

• Understand background of particular 
revenue/expenditure


