GOOD PRACTICE GUIDE
TO BUDGET MANAGEMENT FOR

ASSOCIATIONS

TEXT CRISTIHA MORTE, MA
SEMIDR MANAGER, RELLEN EUROPE

SUDGETS ARE THE FINANCIAL MAMIFESTATION DF & FLAN FOR ACTICH. IN ANY GIVEN
YEAR THEY CAN SERVE A5 WORK FLAMNS TO GUEDE DECISIONS AND BEMCHMARE OF

IRATIONS AGAINST EXPECTATIONS AND PREVIOUS YEARS' PERFORMANCE. EFFICIEMT
SUDGET MANAGEMENT 15 A KEY FACTOR (K DETERMINIMNG THE EFFICIENCY OF AN AS-

SOCIATIC

WHAT IS BUDGET
MAMAGEMENT?

Sdget management |5 the proper drafting

and the perlodic analysis of an assaciation

budget. The assacialion’s budget shauld

be carmparad with the actual expenses 3o
hat deviations can be identifled In an eary

stage and an analysis of reasons for dis-

crepancies can be made, & comparison with

the assaciatian's revenusa naeds 1o be cone,

and raceivables and dowbtful debts need o
e identified. This periodical anabysis will
allew to batter plan ard budget the fallow
g yessn
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WHOC IS RESPONSIBLE FOR
BUDGET MANAGEMENT?

I'ha Board has linancial accountability: draft-
ing the annual budget, manitoring expenses
and revende, monitaring the assaciation's
Fnancial status) extracecinary expenses and
prasenting the budget ard accounts ba the
assiciation membarship at the AGM. The
Eaard cam delegale budget management to
tne Treasurer or an audit commithes.

PROCESS TO FOLLOW WHEM
DRAFTING A BUDGET
Al association represantatives with autharity
btz spend furds - Such as committee chairs
=hauld pravide a budgel propesal fo the
Treasurer faur months betore the beginning
af the financial year, This proposal shauld ex
plain any activities that thosa with spending
authority would ke bo carry aut.

The Treasurer should then revies each
proposal amd evaluate il this propesal is in
line with the asseciation's strategic goals.
Expenses should ke prigritised if they excead
iroome. (Some assacimions distinguish be
twean ‘must have

and “nica to have’ ltems.)

Tre Treasurer would ther comple these
proposaks and submit a totel budget bo the
Esard for approval. This budget showld
Inchude & comparison with the current year's
attual figures and year-and estimates.

Last but not least, the Board would then
submit the bwaget to the Annual Genera
Meeting (AGM) far tormal approval.

CONSIDERATIONS TO BE TAKEN

INTO ACCOUNT IM DRAFTING A

WELL-STRUCTURED BUDGET

+ Objectives for the forthcoming year
should te defined clearly and pricritisad,

+ Cosls related {0 each eppraved objictive
should be estimated.

+  Renenue showld be carefully leracast, in
particuliar memoership dues which cowld
change accarding to the econamic markat

SLafGUARTIRY

situation (downturn, growth, stability)
or members” clrcumstancas (Cash Mow
|ssues, banknuploy, o mergers, for axam-
plek

# Expected revenue should then Be com-
pared ta the estimated costs, IT discreg-
ancias are lound, the association should
consider either laoking for alternative
reveniLe SCRErCEs isuch as fraer publica-
tione, regestrationr fees, or sponsorships,)
ardd could aiso ook at cost cutting or goal
pisaribisalion,

WHAT CONSTITUTES

GOOD PRACTICE IN BUDGET
MAMAGEMENT?

rent revenwe and cost structures,
professional reparting and internal contra
syslams contribute to higher efficiency.

Trardg

TRANSPAREMNCY

* dn terms of revenue, transJare1oy means
setting up claar mambership dues struc
tures (based on fiaed amounts, or vanable
depending o0 market shares) 2nd Clear
calculation methods (based onomarket
size or capasity for exampa.) AHernative
revisiue soprces oulside of memersaia
dues should &fso be cansidered; these
sources codld indluce direct company
fimancing o speci’ic projects

+ In terms of expences, fransparency means
claar coslt assessment on the part of cam
mittees ane far each individual Issue; with
potential measurement of the assacia
tian stafl members' involvement for each
aclivity

PROFESSIONAL REFORTING

* The quarterly praduction of & Brofit and
Lass Accaunt (P&L), Balanca Sheet and
Lash Flow statemenis aqe all recommerd-
ad for tracking purpeses althaugh this is
not legally compastiary

+ Anazsgciation Traaturer canact as 2
boakke2per, bul outsourcing this to &n
acoouniing fiem is a popular chaice.

+ Tallored safrwars which takes into ac

cournl the specific neess of the assoclz
tian i= alsa important.

INTERMNAL CONTROLS
Associations shauld adodt an internal &o
=ysterm which ks oversesn &y the Treasurer
unbass the Treasurer i responsible for tha
bookkeeping, in which cases anothar Goard
meember chauld be responsible fer internal
cantrods In order fo ensura compliance with
sound accgunting prinziples

Based an Kelien Europe’s axperience, tha

Teilowing are some examples of internal

eortrals;

+  Accounts Pawvable: Only original suppllers
Fvnices shduld B2 paid

+ Accounts Receivable: inorder to avold
sad debl, pre-paymenrt to ewents shouid

A PERIODICAL ANALYSIS
WILL ALLOW TO BETTER
PLAN AND BUDGET

THE FOLLOWING YEAR

b made compulsory both for part 'clpants
ind sponsoes or issue remninders « aMer
A0 days, with ireclvement of the Treas
urer after GO days.

+ Cash transactions snould be avoided as
miuch @s passible to reduce (ass of funas

+ Credit Cards: Only the three major
credit cards shaufd ae acceptad and the
information must be %ept in a sa'e placa,
particulariy if credit card payments are
stored 2lectron cally

Even If no audit is required, cood pre:ztice
i buedgel managemens is fundamental to
ernsure that ary activity of the association
1= i ling with the annual wora plan. in bhis
vy the assaciatian can justity ba its mem-
bership that the dues pald by memaers are
efficiantly used to besi advantage.




