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10. BUDGETING 

 

GENERAL COMMENTS 

 

The preparation of a budget and the subsequent process of review and control benefit the committee and 

all members of the organisation. 

 

It allows the committee to confidently carry out its functions in full knowledge of the financial implications.  

Without this confidence committees struggle with uncertainty which ultimately evidences in lack of 

enthusiasm and involvement. 

 

Budgeting benefits all members now and in the future because good planning of finance provides a stable 

foundation for the effective delivery of services. 

 

GENERAL GUIDELINES 

 

In preparing your budget you should carefully note the following aspects: 

 

Salaries, Wages and On Costs 

 

Salaries and wages represent the largest proportion of your budget.  An error or omission can seriously 

“put your budget out”. 

 

List your staff and their current salary or wage and then make provision for: 

• Salary and wage rises likely to occur during the year. 

• The 17.5 per cent loading on holiday leave for 4 weeks. 

• Long Service Leave 

• Accrued Annual and Sick Leave or the cost of engaging relieving staff during the year. 

• Superannuation (employers contributions) 

 

Other Items to Remember Are: 

 

• Zone or locality allowances for country areas (if applicable) 

• Any special award allowances  

• Any service increments which may fall due during the year. 

• Workers’ compensation. 

• Payroll Tax (if applicable). 

 

OTHER COSTS OR EXPENSES 

 

Some of the other costs or expenses can include things such as: 

 

Fixed Expenses (Unavoidable): 

 

• Rates 

• Electricity 

• Insurance 

• Telephone 

• Affiliation fees 

• Membership Fees 

• Cleaning (e.g. contract) 

• Rent of premises (if applicable). 



CMSolutions © 2015 Phone: 1300 007 110 Fax: (07) 3852 5188 Page | 38  

CTK 01 v1  Email:  info@cmsolutions.org.au  Website:  www.cmsolutions.org.au   

 

Other General Expenses 

 

These expenses may be subject to some control depending upon the finances of the organisation. 

They include: 

 

• Advertising and publicity. 

• Equipment (small items) 

• Bank charges and interest. 

• Books, journals and subscriptions 

• Medical supplies. 

• Printing and Stationery. 

• Postage. 

• Program materials. 

• Repairs and Maintenance. 

• Sundry Expenses. 

 

PROVISIONS AND RESERVES 

 

Committees should be aware of the need to provide for the future.  This is done by way of transfers to 

provisions and reserves which can include: 

 

• Provisions for depreciation of buildings, equipment and furniture. 

• Provisions for long service leave and accumulated annual and sick leave (as already mentioned 

above). 

 

With regard to depreciation of buildings, the Australian Accounting Standards adopted by the Australian 

Society of Certified Practicing Accountants and the Australian Institute of Chartered Accountants 

specifically provide for the depreciation of such assets in addition to furniture, equipment and fittings. 

 

Committees must accept that they have an obligation under the various industrial awards to pay staff for 

long service leave (currently at the rate of 8.6667 weeks after 10 years service – or a pro-rata amount for 

employees who leave their service under certain circumstances after completing 7 years service).  This can 

represent a substantial outgoing and it is essential that organisations ensure that they have the necessary 

funds available. 

 

Under most industrial awards in Australia, employees are entitled to accumulate unused sick leave.  If an 

employee subsequently suffers a prolonged illness, employers are bound under the Award to pay 

employees their accumulated sick leave. 

 

(NOTE:  Employees are not entitled to claim their accumulated sick leave on termination of their 

employment.) 

 

As mentioned in another section, the organisation’s building and grounds represent a valuable and 

essential asset. 

 

Experience indicates that unless committees provide for the future maintenance of buildings and grounds, 

future committees may find that they simply do not have funds to carry out necessary maintenance. 

Budgeting for the above contingencies each year will “spread the load” over a number of years and not 

burden a committee in any particular year. 
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CAPITAL COSTS/EXPENSES 

 

While capital costs may not be directly related to the cost of operating an organisation, committees must 

be aware that they have to “earn” income to offset any necessary capital expenditure. 

This particularly relates to such things as: 

 

• Building or other loan repayments. 

• Purchase of new furniture and equipment. 

• Building renovations or improvements. 

 

Adding these costs to the expenditure portion of your budget means that your income should be increased 

proportionately to balance your budget, and thereby you can ensure that funds are available to cover the 

“costs”. 

 

A question often asked by committees is “Who is responsible for preparing the budget?”  There can be little 

doubt that budget preparation is a function of the Treasurer.  However, in many organisations committees 

find that it can be helpful if the Treasurer has the assistance of two other committees’ members 

(particularly if they have some experience in this type of activity or in the organisation generally). 

 

While the Treasurer is responsible for preparing the Budget, the committee as a whole is responsible for 

approving or adopting the budget for the organisation. 

 

PREPARING YOUR BUDGET (STEP BY STEP) 

 

One of the essentials of good budgeting is good information. 

 

Step 1 - You should obtain: 

 

i. Copies of the audited financial statements for the past two years. 

ii. A copy of the budget for the current year for the organisation and current financial estimates for 

the year.  (Remembering that you should be preparing your budget for the next year before the 

end of the current year). 

iii. Details of the current salaries and wages of staff.  (Don’t forget increases in wage levels). 

iv. Information from the “Manager” about equipment requirements in the next year. 

v. Check with your “Manager” about expected increases in fees or sales for the next year.   

vi. Other information which you need to obtain and consider includes: 

a) What can your community reasonably afford in fees etc? 

b) What has support been like for fund-raising?  This is essential in determining a “target” for 

fundraising. 

c) What has support been like for things such as working bees, parent rosters, etc.?  This will 

have an effect on amounts set aside for maintenance of the building, grounds and 

equipment. 

d) Do you receive donations of programme materials and the like?  (An example of this is the 

supply of paper which can be quite expensive if your organisation has to pay for its supplies. 

e) Can you obtain local support for supply of equipment or services at favourable prices?  Many 

organisations have arrangements with local firms which support community organisations by 

providing significant discount arrangements. 

 

Step 2 – Prepare your Budget Worksheet. 

 

The Appendices include an example of a worksheet which allows you to compare the results for two years 

in deciding what amounts to include in your budget. 
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This form of worksheet not only substantiates the allocations made in your budget but also helps the 

Treasurer to ‘sell’ the budget to a Committee and clients. 

 

Step 3 – Finalising your Budget 

 

Expenditure 

 

You will note that the Budget Worksheet lists expenditure first. 

 

This is done on purpose because it is essential that you calculate what it is going to cost to operate your 

organisation first, and then determine how you intend to pay your way. 

 

Ensure that you take account of all the guidelines mentioned earlier in determining your expenses. 

 

Don’t forget to allow for indexation or increases in costs during the year.  As a general guide, increases of 

the order of least 4 to 5 percent could be used as a guide. 

 

Income 

 

Once you have determined your expenditure you should now work on your income. 

The main sources of income available for your organisation: 

 

• Membership Fees  

• Government Grants or Subsidies 

• Fund Raising 

• Varies Fees, Levies and Sales of services or products 

• Investment Income 

• Donations 

 

Under normal circumstances, and unless there are major changes in Government funding policies (of which 

we all hope we will receive adequate notice), the amount which your organisation received in Government 

funding during the previous year may be used as a guide if your funding is on a recurrent basis. 

 

As mentioned earlier, you should try to establish an achievable fund-raising target for the year. 

 

Again, past experience should provide a reasonable guide as to the level which is achievable in your 

community. 

 

Do not under any circumstances place unreasonable or unfair expectations on the next year’s committee 

and community. 

 

Other Income 

 

If your Organisation happens to be in the happy position of having built up some reserves of finance, it may 

well be that you can expect to earn interest on investments.  This can, of course, represent a valuable 

source of income and should be included in your budget. 

 

Some banks may pay interest on cheque accounts of not-for-profit organisations. 

 

Some services also benefit from levies paid by clients who forfeit those levies when they do not fulfil their 

roster duties. 
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In those situations where the necessary work is still undertaken by the other people anyway, these 

forfeited levies represent a source of extra income. 

 

The final source of income available to the organisation to balance its budget must be fees paid by clients 

for services provided and/or sales of materials etc. 

 

The yearly total can be broken down into a weekly or daily figure on the basis of the number of weeks 

which the service is open. 

 

Treasurers should be prepared with options when they present their budget to their committee. 

 

These options may include various combinations of fees, levies and fund-raising targets. 

 

Again, it is stressed that individual circumstances in each community should have a bearing on the “budget 

strategy” for each organisation. 

 

Step 4 – Plan Your Cash Flow 

 

Experience suggests that one of the major causes of stress in financial management in organisations is the 

failure of committees to manage their cash.  This is particularly so in newly established services where the 

committee is often faced with a tight financial situation. 

 

The sample Cash Planner in the Appendices can help you to plan your cash flow so that you do not 

experience the embarrassment of not being able to pay staff wages. 

 

Reference to past accounting records will show when regular payments for things such as electricity, 

telephone, rates, etc., fall due. 

 

The Cash Planner will also show you when you need to program for fund-raising activities and to ensure 

that fees, etc. are paid on time. 

 

Remember that priority should be given to staff salaries and wages (and associated payments to the 

Australian Taxation Office and Superannuation Fund) and other purchases or projects planned for times 

when you have the funds available. 

 

Step 5 – Presentation of the Budget 

 

The Treasurer should present the Draft Budget for the following year to the committee for consideration 

within the two months before the end of the financial year. 

 

This will enable the committee to adopt a Budget for the following year and to set fees etc. so that the 

Manager can advise clients when services are being offered. 

 

As suggested earlier in this document, the committee should take steps to ensure that general details of 

the Budget and a full outline of the fees and charges applying for the following year is prepared and made 

available to members and clients. 

 

Step 6 – Follow-up on the Budget 

 

The Budget should be presented to the new Treasurer and committee immediately after the Annual 

General Meeting (together with all working papers). 

 

If the new committee feels it is necessary, they can revise the Budget. 
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However, it is important to remember that fees have been based on the Budget so increases in expenditure 

could involve an increase in fees.   

 

If a committee is not presented with a budget (or the past committee just couldn’t be bothered) one of the 

first tasks for the new committee must be to produce their own budget for the year. 
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Example Budget Worksheet 

(Name of Organisation) 

Budget for (Year) 

 

 
Previous Year 

Actuals 

Current Year 
Next Year’s 

Budget Budget 
Estimated 

Actual 

EXPENDITURE:     

Salaries and Wages      

- All Staff     

Other Staff Costs     

- 17½% Leave Loadings     

- Relieving Staff Costs     

- Superannuation     

- Contingency for Increase     

- Provisions for Long Service and Sick Leave     

- Workers Compensation     

Total Salaries and Wages     

OTHER EXPENSES:     

Cleaning     

Electricity     

Rates     

Telephone     

Equipment Requirements and Replacements     

Postage     

Printing and Stationery     

Insurance     

Sundry Expenses     

Repairs and Maintenance     

Provisions for Building and Grounds Maintenance     

Depreciation of Equipment (and Building if applicable)     

Accounting Fees     

Total Other Expenses     

Total Operating Expenses     

INCOME:     

Fees     

Membership Fees     

Government Grants     

Interest Received on Investments     

Donations     

Fund Raising (Net)     

Art Unions/Raffles (Net)     

Other Sundry Income     

Total Income     

Operating Surplus/Deficit     

Capital Expenditure     

Building Loan Repayments (if applicable)     

New Furniture and Equipment     

Grounds Development     

Total Capital Expenditure     

NET INCREASE/DECREASE IN FUNDS     
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Zero Based Budgeting 

 

Most organisations budgets are under pressure from competition which normally has an impact on what 

fees can charged.  As a consequence there may be limited opportunity to increase income from fees and 

other sources. 

 

In such a case, there may also be limited opportunity to increase expenditure and in such a case the Zero 

Based Budgeting option should be considered. 

 

Zero Based Budgeting means that the budget for each year starts out on a NEW BASIS and is not necessarily 

based on the income or expenditure in any previous year. 

 

Effectively, with zero based budgeting you start again each year, with prior year figures, AS A GUIDE ONLY 

rather than the basis of the new budget. 

 

In practice zero based budgeting is best applied by reversing the process already discussed namely: 

 

• Calculate and list ALL income from ALL sources i.e.:  Fees, levies, grants, fund raising. 

• Then calculate and list: 

o Staff Costs (as per pervious schedule). 

o Fixed Costs (costs necessary to maintain operation) (See previous details). 

• The balance of funds after paying for staff and fixed costs is then available for Variable or 

Discretionary expenditure.  (As per previous schedule). 

 

As can be seen this process ensures a balanced budget as expenditure cannot exceed the income for the 

year. 

 

Control – After the Budget 

 

Having gone to the trouble to prepare and adopt a budget, don’t just file it away and forget all out it!  

Copies should be provided to all committee members. 

 

As well as being a means of calculating fees, levies and setting fund-raising targets, Budgets should be used 

as a control device by committees to review their financial position. 

 

Other Control Processes 

 

In addition to the overall control of the finances of the organisation through the budget/financial report 

process, it is essential that the committee ensure that certain procedures are always followed in the 

general administration of the finances of their organisation. 

 

Some of these controls have already been previously mentioned in this Section.  

 

As also stated earlier in this Section the processes of Accounting, Budgeting and Control should be 

integrated so that committees have an overall supervision of the finances of their organisation. 

 

  


