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What criteria and process 
does LS NYC use 

to develop 
unit budgets? 
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Criteria for LS NYC Budgets 
Unit budget proposals are evaluated against the following four 

"bottom lines": 
D Purpose 

• Is the unit adequately pursuing its purposes as defined by the 
local mission, LS NYC mission and operational requirements, 
board directives and funders' intentions? 

0 Solvency 
• Is the unit receiving and generating sufficient resources to 

meet the expenses incurred througn the relevant period? 
0 Liquidity 

• Will the unit generate sufficient cash or cash-equivalents to 
meet its cash obligations, including board-designated reserve 
levels, in the relevant period? 

D Sustainability 
• Can the unit's anticipated level of operations be continued into 

the future in a financially viable way, demonstrating efficient 
application of available resources to the mission ana funders' 
intentions? 
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Budget Approval Process Flow Chart 
Step 1: Does Proposed budget reflect revenues and expenses that are understood, credible and satisfy organizational 

purposes 

Central management establishes 
major revenue and salary 

expense assumptions. Local 
management develops other 

revenue and expense projections 
and assumptions in coordination 

with central administration, 
iterates same and proposed 

budget is drafted. 

(mission, performance, operational viability)? 
Does the budget balance for the budget period? 

Local management 
warrants that local 

revenue projections are 
reliable, expense 
implications are 

accounted for, and 
expense level satisfies 

organizatJonal and 
performance 

requirements and is 
otherwise prudent and 

compliant Central 
management reviews 

as necessary. 

Revise or negotiate 
with central 

management 

No 

A projected budget deficit 
exists for the period. Current 
period expenses exceed current 

period revenues. The 
organization may have net 
assets from prior periods 

available for costs incurred in 
budget period. Evaluate 
projected working capital 

balance . 

No 

Yes 

The projected budget 
is balanced and may 
have a surplus for the 1--------' 

budget period. 
Evaluate projected 

working capital balance. 
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Budget Approval Process Flow Chart 
Step 2: Does proposed budget reflect working capital balances that indicate that the organization is solvent 

and has achieved board designated liquidity levels? 

Evaluate projected 
working capital 

balance 

Organization is not solvent as a 
result of current and or prior 

period deficits. 
Local management must 

propose revised revenue and or 
expense assumptions or obtain 

approval from board A & B 
committee to float insolvency. 

No 

Yes 

Organization Is solvent 

Evaluate projected 
working capital 
balance against 

board-designated 
target level 

through projected 1--------' 
budget period 

Organization does not project 
sufficient liquidity Local 
management must propose 

revised revenue and or expense 
projections or obtain approval 1---------. 

from board A & B committee to 
allow insufficiency. Evaluate net 

assets in wonting capital 
balance 

No 

Yes 

Organization 
projects required 

or permitted 

liquidity balance. 1----------' 
Evaluate net 

------; _______ _J --- ------------ - - -1 assets in working l - --------
capitai balance 
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Budget Approval Process Flow Chart 
Step 3: Does proposed budget reflect net asset fund balances and implications beyond the budget year that are 

sufficiently understood and acceptable that budget may be deemed sustainable or otherwise acceptable? 

Evaluate net assets in 
projected working capital 

balance. Consider net 
asset fund balances from 

prior audited year. 
Estimate net asset fund 
balances in current year 

and budget period. 

Balance Is unrestricted net 
assets and usable at board/ 

program discretion. 
Consideration should be 
given to if, how and when 

balance should be deployed 
or replenished. 

No 

Yes 

Balance is restricted 
or other net assets 

~Return to Step 1-

Evaluate projections beyond 
the budget year and 

considerations of the whole. 
Consider outlook, mission. 

imperatives. quality and quantity 1--+< 
of projected surpluses, if any, or 
magnitude of projected defiCits, if 

any, in proposed unit and 
consolidated budgets 

which must or should 1-----------.J 
be available for 

expenses anticipated 
in future periods 

Propose revised 
budget revenue 
and or expense 
assumptions. 

No 

Yes 

Budget is 
accepted by A & B 

committee for 
Board Approval 

Finish 
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Preliminary 
2009 Budget Directive 

D All LS NYC unit budgets must achieve a working capital 
balance of zero or positive dollars by year end 2009. 

D If sufficient working capital is projected and a projected 
operating deficit exists for the buaget period, the unit 
must a) project a zero or positive working capital 
balance in the year after the budget year or b) propose 
new revenue or reduced expense acceptable to central 
management that do so. 

D Any acceptable deviation from the above objectives will 
be determined via application of the foregoing 
framework by the Audit and Budget Committee in 
discussion with LS NYC management and Constituent 
Corporation management and board representatives, as 
appropriate 
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