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Building a Budget: Process and Considerations

Pull financial reports for the past few years if possible. If you don’t have access to these reports, ask your accountant or bookkeeper who should be able to generate this information for you.	

Line the reports up next to one another and look at the different types of income and expense. Look for any significant changes from year-to-year in the same line item (category of income or expense).  Ask questions such as:
Has the tuition you’ve collected been consistent from year-to-year? If not, why not? 
Have your expenses remained consistent from year to year? Have there been significant changes? If so, why?
Have you been able to pay yourself a salary each year? Pay for health care insurance? Contribute to your retirement savings?
Over time, has your program made money? Lost money? Broken even?

Identify any changes to your current program that you expect in the coming year. Your current program means a continuation of what you are already doing. Ask questions such as:
Are there any children who will not be returning in the upcoming budget year? Do you already have someone to fill open spaces? Will there be any time when those spaces are unfilled and you will not collect tuition?
Will the number of children you serve who receive subsidy change in the coming year?
Do you receive any income other than tuition (i.e. grants, donations, contributions of materials)? If so, can you rely on receiving it again in the coming year? 
What is the financial impact that these changes will have on your program?  
Do you need to take action to affect these changes?

Build a budget based on your current program and the changes that just identified. Do not include new goals or initiatives in the budget yet.
Calculate the budget amount for each income and expense line item based on:
What you learned from reviewing the historical information.
What you know will change in the coming year.

Review the bottom line of your budget. Does it balance? Revise the budget as needed. Be realistic! 
Do not create a budget that you do not have a history of achieving. For example, do not budget for 90% full-time enrollment when historically you have never achieved above 80%. 

Identify any new goals or initiatives that you have for the coming year. Calculate any revenue and expense for each goal/initiative. Ask questions such as:
Do you want to work towards increasing the QRIS level?
Do you need to purchase new equipment or materials for the program?
Do you want to attend more professional development opportunities?
Do you need to make improvements to your home for your program?
Is there additional revenue associated with any of these goals or initiatives?
What are the costs associated with each of the goals or initiatives?

Once you have balanced the bottom line of your current program budget, see if you can afford any of the new goals or initiatives that you would like to accomplish. If so, build them in.

Review the bottom line again and revise as needed. Remember, be realistic! Balancing the budget on paper won’t matter if you have over-estimated revenue or under-estimated expenses. [image: ]National Center on 
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