IMPROVING the effectiveness of regional operations: ANNEX 9


9. income and expenditure projection system
A General

Non-for-profit institutions that are heavily reliant on project income, especially those with limited financial reserves, strive to ensure that expenditure does not move ahead of income and many minimise fixed costs (mainly staff on long term contracts) so that costs can be cut when projected income fails to materialise. Efficient management thus demands high quality systems for projecting income and expenditure. 

Microsoft Access is a convenient database system that is very frequently used for organising information on the income stream of small to medium sized organisations, and is already being used as the basis for SBC’s income projection database. The purpose of this brief annex is to summarise the requirements of that system, which for the moment is restricted to PROJECTS so does not include income or expenditure to and from the Basel Convention Trust Fund.
Good presentation of the processed information is important, for the management meetings during which these reports are discussed are usually very busy and those present must be able to rapidly understand the information presented and must have confidence that it is correct or at least as good as it is possible to be. The output reports from the database must thus be very carefully designed. There will normally be four audiences for these reports – the SBC management committee, the resource mobilisation committee, the heads of BCRCs and project managers.

B Essential Reports from the system

The management committee will be mainly interested in the overview of the financial situation, with probable emphasis on the following tables: 

1. The current financial situation for all Centres
 and SBC, with appropriate unrestricted and project restricted balances;
2. The projected year-end financial situation, based on best estimates of income and expenditure for the year;
3. The projected cash flow for all Centres and SBC for the remainder of the year;

4. The projected cash flow for all Centres and SBC assuming that income under negotiation will not be received;
5. Status of the Basel Convention Trust Funds, in terms of: 

· The opening balance for the year

· Receipts during the year

· Projected receipts through the rest of the year

· The allocations made from the Funds to date

· The projected allocations

· The projected closing balances

The reports from this income and expenditure system should provide the second table in this list. Table 9.1 shows a typical example taken from another institution, although this was a report for December 2004, by which time all the income projected for the year had been received. Earlier in the year, the third and fourth vertical blocks would have been full of information. This database is concerned only with income, so the expenditure figures (bottom left) would have been imported into the database for the purpose of this report from a separate database. That expenditure database is normally retained on Excel, and is in the format of Table 1 of the main report. 
Ideally there should be 16 versions of this table 9.1, one for each of the Centres, one for the SBC and one for the totals. In the second and last blocks, “factored” denotes the amounts that are projected to be received after the application of “success probabilities” to the total amounts that are projected. In other words, project by project, for funds under negotiation estimates of the probability of those funds being received are made and applied to each separate entry so that the overall totals take account of numerous projected incomes multiplied by their respective probabilities. 
The third and fourth tables in the above list would also be derived from this income database, after combining the projected income (see table9.2) with projected expenditure and the reserves. Again, these presentations should be for individual Centres and for the BCON as a whole. 
Table 9.3 is one page of a long report showing an example of the detail behind these numbers in Table 9.1. This type of report would be used by the resource mobilisation committee as a means of reviewing and checking the numbers and the assigned probabilities. They may also use the “Action” column to record exactly who is supposed to do what to move things forward through the next reporting period. This report is again for the end of the year so all income has been received and all “probabilities” are 100%. 

In large organisations, a version of this report will also be aimed at the respective project managers who would be requested to verify the data and report back to the Finance Unit.

Finally, table 9.4 shows another aspect of this income projection database, which has to be monitored, i.e. reporting dates. Delays in receipt of stage payments are often due to the institution itself falling behind on reporting or simply forgetting to adhere to the contract and call-up the funds according to a schedule. This key events calendar should be reviewed by the management committee on a regular basis. 

There will be many other tables and reports required from time to time with information grouped by projects, donors, project managers, year, etc. both in full and summarised tables, but the ones discussed above are considered to be the most important.  
Thus, for each BCRC and for the SBC, the system must be able to accept the following information for all projects:

Projects covered by contracts:

· Income received to date from each donor;

· Income contracted with each donor but not received, with note of the contracted time of receipt of payments;

· Details of reporting schedule and any other contractual conditions.

Projects under negotiation:

· Income projected for each potential donor but not contracted, with note of the estimated probability that a contract will be signed, and the estimated schedule for the receipt(s);
Project proposals under development but not yet submitted to potential supporters:

· Income projected for each intended potential donor, with note of the estimated probability that a contract will be signed and the estimated schedule for receipt(s)

There will need to be precision on whether the respective funds are to pass via the Technical Cooperation Trust Fund or directly to the Centre. The database should be revised twice per month, the first on the basis of the new information flowing into the SBC Finance Unit from managers, the BCRCs and the Resource Mobilisation Officer, and the second on the basis of decisions taken by the Resource Mobilisation Committee on corrections, changes in probability and in budget figures, new information on discussions with donors, etc. 
C System requirements of BCRCs

Whilst it is important that SBC sets up and operates systems for maintaining the overview of income, and expenditure to date, cash flow projections and income and expenditure projections through to the year-end, the systems appropriate to individual BCRCs will be much more modest. Indeed, although it would be very convenient for the SBC if Centres all operated the same income projection database, this would not be efficient for individual Centres. In time, when Centres are larger and operating more projects, it would be appropriate to copy the database to them and require that they maintain their own particular components, but we are currently far from that situation. It is proposed therefore that discussions be held with Centres to impress on them the need for maintaining the essential overview discussed above and for providing regular reports to SBC (probably in MS Excel) for incorporation into SBC systems. It is also therefore important that SBC issue regular quarterly management reports to Centres so that they are able to maintain a view of how each Centre fits and performs within the BCON. 
� Certain centres have broad mandates that extend way beyond the Basel Convention (especially SPREP and South Africa), and SBC interest in their financies will be confined to the Basel programmes and projects – see section 4.1 of the main report.
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