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I. Terms

A. Budgeting & Accounting (& bookkeeping & financial management)

B. Approval, Adoption, & Allocation

C. Fund Stuctures

II. Budget Reports

A. Real Accounts

i. Assets

ii. Liabilities

iii. Fund Balances

iv. Assets = Liabilities + Fund Balance

v. The Balance Sheet

B. Nominal Accounts

i. Expenditures

ii. Revenues

iii. Assets + Expenses = Liabilities + Fund Balance + Revenues

iv. Statement of Revenues & Expenditures 

1. Budgeted

2. Actual

3. Difference

C. Adjustments

i. Cash Basis

ii. Accrual Method

iii. “The Gap”

D. Manager Audit

i. Purpose

ii. Process

III. “Reading” the Budget

A. “Profit” Margin—Net Income/Revenue

i. “What proportion of annual revenue can you retain to finance growth or other needs?”

B. Return on Assets (ROA)—Net Income/Total Assets

i. “How productive is your resource base?”

C. Current Ratio—Current Assets/Current Liabilities

i. “How well are you balancing resources and debt?”

D. Quick Ratio—Cash+Securities+Accounts Receivable/Current Liabilities

i. “How are you positioned if you had to pay off all your current debt now?”

E. Days Receivable—Net Accounts Receivable/(Revenue/365)

i. “How long are you taking to collect what is owed to you?”

F. Days Inventory—Inventory/(Cost of Goods Sold/365)

i. “How long are you holding the materials you consume to produce your product or service?”

G. Turnover—Revenue/Total Assets

i. “How rapidly (or slowly) are you replacing your assets?”

H. Debt/Equity—Liabilities/Equity

i. “Equity” is also called “Net Assets” or “Retained Earnings”

ii. “How much of your organization is financed by debt?”

I. Leverage—Total Assets/Equity

i. “How much of resources are funded by others?”

J. Debt Service—Net Income+Depreciation+Interest/Principal repayment+Interest

i. “How much cash will there be to repay your debts?”

IV. Key Questions

A. Basic

i. Ahead or behind?

1. Spending in line with budget?

2. What accounts for the differences?

3. On track for rest of year?

ii. Anything we should be concerned about?

B. Additional

i. Most important source of revenue?

1. Rising or falling as % of revenue?

ii. Fastest growing expense?

1. Plan to control it?  Or

2. Plan to cover it?

iii. Does budget support the goals?

1. Spending where it matters most?

2. Core programs & services adequately supported?

