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Managing money is vital to the success of any organisation. It is especially important when money is tight or when you are managing grants or contracts. Your accounts should outline any money coming in and out of your organisation in a given year.

It is important to use your income and expenditure to plan ahead for the coming year(s).

Cash flow forecasts 
Cash flow forecasting is the estimation of income and expenditure of your organisation over a given period (including timings and amounts). It is a tool to plan your organisation’s expected budget over a period of time (such as six months). Whilst it can never be 100% accurate, it does provide an indication of where financial problems may occur and gives you time to plan and manage any financial risks.  

Forecasting is based on past performance and on ‘best guess’ information regarding figures. As time goes by, forecasts should be checked against actual performance to make sure no significant variance has occurred.

	Expenditure
	Jan (£)
	Feb (£)
	Mar (£)
	Apr (£)
	May (£)
	Jun (£)
	Total (£)

	Rent
	200
	200
	200
	200
	200
	200
	

	Phone
	50
	
	
	50
	
	
	

	Gas/Electric
	
	30
	
	
	30
	
	

	Insurance
	
	
	200
	
	
	
	

	Total
	250
	230
	400
	250
	230
	200
	1560

	
	
	
	
	
	
	
	

	Income
	
	
	
	
	
	
	

	Subs
	40
	40
	40
	40
	40
	40
	

	Grant
	
	
	
	
	
	5000
	

	Total
	40
	40
	40
	40
	40
	5040
	5240


Table: Example of a cash flow forecast for a community group with a small pot of funding.

In the example above, the group’s total expenditure over the next six months is well below their income for the period (£1,520 compared to £5,240).  However, because the grant doesn’t come in until the end of the period (June), there is a risk that their bank account becomes overdrawn before they receive the grant.


By using cash flow forecasting in this way, the group or organisation can identify a possible shortfall in its finances and take steps to remedy the situation before it becomes a problem. 
Budgeting 
A budget generally refers to a list of all planned expenses (costs) and revenues (income). Budgets can be produced for a whole organisation, or for individual projects (or both). A budget should include an overall figure for the cost of the project and any income that has been secured to cover these costs.
When producing a budget, being realistic can help a great deal, even if you do not have an exact figure for every detail. Estimate costs that you don’t have exact figures for, but be as exact as you can. Find quotes for similar products or services through the internet. Consider all relevant or likely costs that may affect the overall budget.
Have a breakdown of costs for each service or function, including the costs of admin and rent for each of your projects. Never underestimate your likely costs in order to make your project seem less expensive than it really is. This will only lead to a shortfall in finances later on and create problems for you when trying to deliver the project. Similarly, try not to overestimate costs, especially if you are looking for funding to cover these as this may reduce how much support you are offered if it is believed that others can do it more efficiently.  


Further sources and support:


Community Accountancy Service - www.c-a-s.org.uk


For any further information, guidance and support, please visit www.gmvss.net








Key words:





Income – payment received for goods or services, or from other sources, such as rent or investments





Expenditure – payment for � HYPERLINK "http://www.businessdictionary.com/definition/goods.html" �goods� or � HYPERLINK "http://www.businessdictionary.com/definition/services.html" �services� that are purchased, costs that are undertaken, or money going out of your organisation through cash, invoices, vouchers or equivalent 





Cash flow forecasting – estimation of income and expenditure of your organisation over a given period (including timings and amounts)





Budget – generally refers to a list of all planned expenses (costs) and revenues (income)





Cash flow forecasts 


and budgets
































