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CONCEPTUAL FRAMEWORK FOR PROJECT
BUDGETING IN FOUNDATIONS KEEPING
SIMPLIFIED RECORDS OF REVENUES AND COSTS

The changes, which were implemented in recent yaate scope of keeping records of the
business activity conducted by foundations and¢hated reporting, have resulted in partial
harmonization of the widely understood obligatogparting. However, the implementation
of facilitations in this scope, above all in therfoof simplified records of revenues and costs,
results in ambivalent attitudes. On the one hdral;, &re an opportunity for the smallest foun-
dations and those starting their business actil@tythe other hand, however, they are largely
based on tax law and their construction, compasesttounting books, significantly limits
the possibility to generate useful information fieenagement purposes. The presented in the
article framework of project budgeting, which take® account the aspects of keeping the
said records, is a solution supporting managenfefoundations in a project (task) perspec-
tive. In particular, this issue is important foufaations starting their activity, for those with
limited resources as well as those, which facdddifies in obtaining external financing.
Therefore, the aim of the article is to presentegaihconcepts for budgeting projects for foun-
dations keeping simplified records of revenues ewmsts. In the study, the author used the
methods of induction, deduction and analysis. Irtgrdty, simplified records may foster or
hinder the foundations' development. The articlevjgles a contribution to further work on
the presented concept. Project budgeting is adomlanagerial accounting and its attributes
are compatible with statutory and task-orientedattar of activities of all foundations.
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1. INTRODUCTION

The changes, which were implemented in recent yiedise scope of keeping records
of the business activity conducted by foundatioms thhe related reporting, have resulted
in partial harmonization of the widely understodaigatory reporting. However, the im-
plementation of facilitations in this scope, abalein the form of simplified records of
revenues and costs, results in ambivalent attit@eshe one hand, they are an opportunity
for the smallest foundations and those starting thgsiness activity. On the other hand,
however, they are largely based on tax law ana twgistruction, compared to accounting
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books, significantly limits the possibility to geate useful information for management

purposes. In this context, the aim of the artisl&ipresent general assumptions of project
budgeting for foundations keeping simplified reoaf revenues and costs. In the study,
the author used the methods of induction, deduai@hanalysis.

2. THE RULES OF KEEPING SIMPLIFIED RECORDS OF REVEN UES
AND COSTS BY FOUNDATIONS

Foundations, as legal persons, have the obligatiposed by the rules of the Account-
ing Acf to maintain their books of account. What is mane2017 the said units were
obliged to prepare financial statements for 201&doordance with Appendix 1 to the
abovementioned Act (in the case of the units keppotounting books without simplifica-
tions), Appendix 4 (in the case of micro-units)wath Appendix 5 (in the case of small
units). However, in 2018, foundations keeping tlagicounting books in 2017 can follow
Appendix 6, dedicated to non-governmental orgaitimat It should be underlined that
these obligations can be a considerable burdesrfail foundations due to the lack of
sufficient human and financial resources. This argot was partially taken into account
by the legislator in 2015, which resulted in theaduction to the Accounting Act of article
2 item 5, providing the opportunity to keep simlif records of revenues and costs (here-
inafter referred to as simplified records) by tmiétsiindicated in article 10a item 1 of the
Act of 24 April 2003 on public benefit and volunteeork®. They are, in particular, non-
governmental organizations, excluding share-holdimgpanies, and associations of local
government units meeting the following conditions:

« operate in the area of public tasks (specifiedticla 4 item 1 of this act),

« do not conduct business activity within the mearofghe Act on freedom of eco-

nomic activity,

« do not have the status of a public benefit orgditina

< generate revenues only from: non-profit-making pubénefit activities from mem-

bershipcontributions, donations, bequests, inheritancemtg, subsidies, revenues
from public donations; paid public benefit activitpm sales of goods and services;
sales; hiring or leasing assets; interest earndshok accounts or accounts in credit
unions maintained in relation to the conductedvigtiincluding interest earned on

term deposits and other forms of saving, safekggepirinvesting on these accounts,

« inthe year preceding the year of the choice opkeesimplified records of revenues

and costs generated revenues only from the sospeesied in point 4, in the amount
not exceeding 100 000 PLN.

Importantly, the decision on keeping simplified gets is made by the approving au-
thority within the meaning of the Act on accountings a rule the Foundation Council. The
manner and conditions of keeping simplified recadsindicated in the Regulation of the
Minister of Finance from 18 December 2015 on keggimplified records of revenues and

2 The Act of 29 September 1994 on Accounting (Jauof Laws 2018 item 395).
3 The Act of 24 April 2003 on public benefit andlwateer work (Journal of Laws 2016 no.0 item
1817 as amended).
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costs by some non-governmental organizations ssutiions of local government urdits
The regulation took the form of a synthetic docutr@msisting of 10 pages, where first 6
pages include implementing rules, whereas 4 lapgtpa annexes with explanatory notes.

Pursuant to paragraph 2 of the discussed regujatiomplified records include sets of
provisions and their sums within the frameworkh# four basic elements including:

« a summary of revenues and costs specified in afinevhich shall list generated
revenues including: non-profit-making and paid pubknefit activity and other ac-
tivities as well as tax deductible costs and nodudéble costs;

« asummary of cash flows specified in annex 2, whltdl present tax-exempt income
(revenue) broken down by spent and unspent,

« employees' payroll sheets — kept individually facle employee, who are paid by the
taxpayer under employment relationships;

« a list of tangible and intangible assets relatethéoconducted activity.

Moreover, general provisions included in the rejofaindicate that simplified records
should be kept in Polish language and currency (althe computerized system), fairly,
accurately, legibly and indelibly on the basisragtand fair evidence. Paper version should
be prepared in booklets and its cards should bebered. In addition, it is obligatory to
present: a tax year, characteristics of the dategsising system and the system of protecting
data and their sets, including accounting documetasvever, foundations that maintain
this form of records are exempted from the oblmatio prepare accounting policy and
annual financial statement. In conclusion, it cariridicated that there is a high degree of
similarity between the provisions of the discussegulation (under discussion) and the
provisions of the Regulation of the Minister of &mte from 26 August 2003 concerning
keeping a tax book of revenue and expenditiBeth legal acts are anchored mainly in the
tax law system and not in the balance sheet law.

Due to a short time that elapsed from the intradncdf simplified records to practice,
it is currently difficult to state reliably how mgentities of the third sector made use of the
possibility to use this form. It is also worth catesing whether the discussed form of rec-
ords is for the foundation a determinant that fisster hinders realization of social objec-
tives. Therefore, the author made the SWOT anatydiseping simplified records by foun-
dations:

1. Strengths — optionality of the choice, simplicitf records, reduction of costs of
keeping the records, time saving, no obligatiokgep books of account (including
the preparation of accounting policy and annualritial statements), the possibility
of using the available resources for other purposes

2. Weaknesses — being anchored in the provisionsxafta (there are discrepancies
from the balance sheet law), potential costs ofngka, limited information
usefulness of the records for managers, lack afsadient of simplified records to
the task-oriented activities of the foundation.

4 Regulation of the Minister of Finance from 18 Dmber 2015 on keeping simplified records of
revenues and costs by some non-governmental @aaganmis and associations of local government
units (Journal of Laws 2015, item 2178 as amended)

5 Regulation of the Minister of Finance from 26 Asg2003 r. concerning keeping a tax book of
revenue and (Journal of Laws 2017, item 728).
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3. Opportunities — development of the NGO sector, ielation of the basic barriers
preventing from opening or functioning of smalleuhdations, savings, boosting
competitiveness in the third sector.

4. Threats — reduced transparency of economic anddiabstanding of the foundation,
reduction of information usefulness for externalismnment, weakening of trust and
relationships, risk of fraud, limitation of acceéesexternal financing.

In conclusion, simplified records may be a deteant that fosters or hinders carrying
out activities by the foundation. The decision &ef this type of records is of a strategic
character and should be made on the basis of #fluaformation about the mission,
vision and the assumed objectives. It is likel\bting benefits to small foundations and
those starting up activities, whereas for biggenftations, raising external funds and where
the emphasis is placed on transparency as weluasaind fair view, it may constitute
a significant barrier.

3. ASPECTS OF PROJECT BUDGETING IN FOUNDATIONS KEEPING
SIMPLIFIED RECORDS

Taking into account the aim of the article, furtbensiderations will relate to the foun-
dations keeping solely simplified records. Suchnfolated objective results from the sup-
porting argument that the adopted form of recoigisificantly determines the possibilities
of using management accounting. Books of accosrthie most multidimensional and in-
formationally useflifl system, provide a better basis to implement istavhereas simpli-
fied records may be a significant barrier on actadfa range of limitations and solutions
adopted from the tax system. Therefore, therasizea to present a tool, which corresponds
to the character of activities realized by founolasi Project budgeting allows for compre-
hensive management of the activities both ex gitning) and ex post (control and set-
tlement). Theoretical considerations were omittethe article due to its applicational char-
acter.

Moreover, the discussed tool may significantly i@@the phenomenon of information
asymmetry, which manifests itself in the form dfetient usefulness of the information for
its various recipients in the foundation's envir@mtn In the internal aspect, it refers mainly
to the managers of foundations, who will benebifrthe solutions enabling them to obtain
useful information on individual projects as theyl Wwelp them increase the level of their
managerial consciousness and, as a result, manageefifectively. In the external aspect,
however, it refers mainly to the entities providiiltancing both at the stage of application

6 Cf.: B. SadowskaActivity-based budget in self-governmental practidecountancy, No. 9,
p. 7-10, The Accountants Association in Poland, 3&4ar2015; B. Sadowsk@pols of financial
accounting of the State Forests in the scope @fgatg information needs of the users of public,
private and non-governmental sector in the conoéustainable development of forest manage-
ment, Acta Scientiarum Polonorum. Silvarum Colendarumdrettindustria Lignaria, Vol. 14, No.
2, Publishing house of the Faculty of Forestryhaf tniversity of Life Sciences in Pozn2015.

7 More about project management in: F. Harrison, LDck, Advanced Project Management:
A Structured ApproacHourth edition,Gower 2004; H. Kerzner, Project Management: A Systems
Approach to Planning, Scheduling and Controlling, Iftheedition Wiley 2017. More about the
role of project budgeting in the system of proje@nagement in: M. tada, A. Kozarkiewicz,
Management accounting and project controllifarsaw 2007M. Klinowski, Projects-oriented
management accountinGeDeWu, Warsaw 2010.
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for funds and at the stage of their settlementrelasing the level of realizing external in-
formation function when using project budgetinghniihe limited information usefulness
of simplified records should result in building tpfasting and mature relationship ensuring
further forms of financing in the future. Moreovérmay reduce the risk of a number of
mistakes in the submitted applications which, agde should specify the completion date
for the task, its costs, people engaged, set abgsottc. Discrepancies between the declared
plan and its implementation may result in the ngitg$o reimburse the funds and, in addi-
tion, to pay the penalties for late payment. Susitwation undoubtedly weakens already
developed relationships, reducing the chance teivedinancing again in the future for
further tasks.

In order to synthetically present the applicati@pexts of projects budgeting in the
foundations keeping simplified records, the autimade the SWOT analysis (similarly as
in the previous part of the article):

1. Strengths — increasing usefulness of generatednmafiion, the foundation of
increasing managerial consciousness and more igdetianagement, reduction of
the phenomenon of information asymmetry, basisnfore transparent reporting,
reduction of a number of dysfunctions (e.g. misustdading of the project,
negligence of the priority parameter of a givenj@ge erroneous planning etc.).

2. Weaknesses — restricted information usefulnessirmplied records, time- and
money-consuming implementation and use, disregardtife need for change,
personal goals, obsessions and excuses, levgbiodtisn, aversion to budgeting, the
lack of delegated powers and responsibility, noapaeld motivation system, the lack
of support and training.

3. Opportunities — increased usefulness of information external environment,
increased trust and developing relationships, malucof fraud, ensuring fixed
external forms of financing, increased social awass and interest concerning the
third sector.

4. Threats — rapidly changing rules of law, includbaance sheet and tax law, activity
and position of large foundations and other nonegomental organizations,
unfavorable political decisions concerning NGOs.

In conclusion, the analyzed strengths and oppdr&snconsiderably outweigh weak-
nesses and threats resulting from the use of grajedgeting in the discussed entity.
A significant determinant in this area is the lesEmanagerial consciousness of the foun-
dations' managers resulting from the recognizedl neepossess adequate useful infor-
mation for internal and external environment. Oocamt of the fact that simplified records
provide information only about two types of rever({f®m non-profit-making and paid
public benefit activities) and two types of codx(deductible costs and non-deductible
costs), the synthetic presentation of general agsans of the project budgeting concept,
taking into account the identified determinantgmse to be a reasonable action described
in the objectives of the article.
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4. FRAMEWORK OF PROJECT BUDGETING FOR FOUNDATIONS K EEPING
SIMPLIFIED RECORDS

One of the fundamental challenges of a financialireafor the foundations' managers
is to make a clear distinction between revenuas finon-profit-making public benefit ac-
tivities, paid public benefit activities and busiseactivity. The most significant threats in-
clude the lack of awareness of conducting busiaesisity and failure to inform relevant
bodies (in particular the National Court Registé&)e author will not discuss them on ac-
count of the fact that simplified records is deticato foundations, which do not conduct
business activity. However, in accordance withrtiles of law, revenues from paid public
benefit activity for a particular task (project)osiid be balanced with the costs of their
realization, e.qg. finished goods should not be abttie price exceeding the production cost.
In the case of realized tasks (projects) it isficdit undertaking due to the fact that the
actual costs, documented usually with externalendd, may be higher or lower which, in
the second case, results in generating profit fteergiven task (project).

Formulation of framework for the concept being thibject of the article should be
preceded by the identification of conditions of g&nous and endogenous nature. On
account of the limited size of the article, theidaded issue will be discussed in another
elaboration. At the same time, it is desirable ndidate the basic assumptions of the
concept:

it is developed for the foundations keeping (anthglying with the conditions of)
simplified records,

« itis created for the project in the area of thiel paublic benefit activity,

« it should take into consideration cost structuuded in simplified records, i.e. tax
deductible and non-deductible costs,

 itis based on the relationship between costs lamabject (project),

« itis based on the traditional approach do prajeahagement.

The first assumption results from the set obje¢tiveereas the second and the third
ones are related to the earlier identified neexkttle revenues “to zero” with tax deductible
costs within the framework of a given task (proje€the fourth assumption postulates iden-
tification of direct costs of a project — thosetttan be directly attributed to the project, and
indirect costs, which are settled for all projeetalized by the foundation. They result from
the resources involved not only in the given prbfdhe paid public benefit activity, but
also in the remaining activity of the foundatiorheFe is also a possibility to optionally
identify variable costs of the project — those, ahhiwvould not be generated if the project
was not realized as well as fixed costs incurredti@gpective of whether the project is or
is not implemented. However, such a presentatiacosfs requires additional preparatory
work and should be realized above all by foundatievhich had already used the elements
of management accounting. The structure of thet@tlezoncept is presented in figure 1.

A synthetic description of the elements of thedtite presented in figure 1:

1. Work breakdown structure or scheduling allow thanping of project scope
consisting, above all, in specifying activities esgary for the realization of the set
objective and the structure of activities.

2. Network diagram / Gannt chart / Milestones alloarpling of the course of a project
in a given time, in particular: in natural unitstohe (weeks, quarters), setting time
limits expressed in calendar days, specificatiotmefstart-up date for the project and
date of its completion — estimating the projectadion.



Conceptual framework for project... 101

ture WBS and/or
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Expenditure budget with Budget of total project costs Revenue budget (and receipt$)
regard to activities/ time with regard to activities/ time
[ ]

v

[ Budget of the results of the project as part of the pdipublic benefit activity ]

Figure 1. Structure of project budgeting concegbimdations

Source: author’s own elaboration.

3. Matrices of resources for activities / time matsicenstitute the effect of quantitative
amount in terms of activities and time. They are-timensional tables including
data concerning the planned amount of resourcesepted with regard to: defined
activities and specified time. On account of thepmsed structure of the cost budget,
it is postulated to identify the following group&resources: materials, work, fixed
assets and external services.

4. Budget of the costs of direct materials use withard to activities / time. It is used
to present costs of the materials, which can bitbatéd only to a given project. It is
postulated to identify basic groups of materialthwie indication of their costs and
prices.

5. Budget of direct materials purchase. It complem#rgsbudget of the costs of direct
materials use and allows planning of the need &midgroups of materials. It is
postulated to include the following: initial anahdil stocks, the planned consumption
and volume of purchase.

6. Budget of the costs of direct payments with redardctivities / time. It presents
planned costs of remunerations, which can be djrassigned to a given project. It
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is postulated to identify principal people or grew people taking into consideration
their workload and rates.

7. Budget of other direct costs with regard to aateit/ time. It is used in the case of
identifying resources generating direct costs beiogpart of the catalogue of the
costs of direct materials use and the costs oftjr@yments. The system is the same.

8. Budget of indirect costs with regard to activitietime. It presents planned indirect
costs of the project. It is used for resourcegidisted among different projects. The
example can be a fixed asset / equipment, regxtarreal services and salaries.

9. Budget of total project costs. It collects syntbetata from all budgets of direct costs
and the budget of indirect costs. It helps to deilee total direct and indirect costs
affecting finally the total costs of the project.

10. Expenditure budget with regard to activities / tirigoresents cash data and is used
in the case of considerable time lag between the &f cost generation and incurred
expenditure. It is postulated in the case of cngatevenue budget and when there
are considerable unspent costs and expenses adirgntosts.

11. Revenue budget. It presents information about gdmevenue from paid public
benefit activities within the framework of the read project. There is also
a possibility to optionally present them in caskadaevenue budget).

12. Budget of the results of the project as part of @l public benefit activity. It
collects information from the budgets discussedvab@enerating information
about the possibility to balance indirect and diiests with the revenue from the
paid public benefit activity.

It is postulated that the discussed budgets shHmutalilt both in relation to the activities
specified in the scope of the project, and to thamed time. Such an approach allows more
effective management of all key parameters of ttogept. Moreover, on account of the
format of the costs in simplified records, it seeemsonable at least to arrange the sums of
the given costs according to tax deductible castsreon-deductible costs.

5. CONCLUSION

The outlined assumptions of the project budgetmeept, which takes into considera-
tion the aspects of keeping simplified recordssent a solution allowing more complex
approach to effective management of foundatiorsspnoject (task) perspective. In partic-
ular, this issue is important for foundations $tayttheir activity, for those with limited
resources as well as those, which face difficultre®btaining external financing. Im-
portantly, simplified records may foster or hindlee foundations' development. The aim
of the article was to present the framework of @copudgeting for foundations keeping the
said records. The set objective was realized vighuse of methods indicated in the intro-
duction. The article provides a contribution totfigr work on the presented concept. Pro-
ject budgeting is a tool of managerial accounting s attributes are compatible with stat-
utory and task-oriented character of activitiealbfoundations.
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ZALO ZENIA KONCEPCYJNE BUD ZETOWANIA PROJEKTOW
W FUNDACJACH PROWADZ ACYCH UPROSZCZONA
EWIDENCJE PRZYCHODOW | KOSZTOW

Zmiany, ktére przez ostatnie lata zostaly wprowadze zakresie obowitkéw ewidencjo-
nowania dziataln¢ri realizowanej przez fundacje oraz zménej z tym sprawozdawcz
skutkup czgéciows harmonizagj szeroko pajtego obligatoryjnego raportowania. Wdemie
utatwien w tym obszarze, przede wszystkim w postaci upzszej ewidencji przychodoéw
i kosztow, powoduje natomiast ambiwalentne odczugigednej bowiem strony stanai
szang dla najmniejszych fundacji oraz tych rozpoczyngeh dziatalnéé, z drugiej z&
strony opartegsw duzej czsci na prawie podatkowym, a ich konstrukcja, w panéniu do
ksiag rachunkowych, istotnie ogranicza tiwvo$¢ generowaniazytecznej informacji na po-
trzeby zarzdcze. Przedstawione w artykule ramy koncepcji Zetmlvania projektow
uwzglkdniajcej aspekty prowadzenia wskazanej ewidencji to rqzamie wspieragce zara-
dzanie fundacjami w perspektywie projektowej (zaoamj). W szczegélnii zagadnienie
to jestistotne dla fundacji rozpoczys@ych dziatalné¢, o ograniczonych zasobach oraz tych,
ktore borykaj sic z trudndciami w pozyskaniu zewgtrznego finansowania. Celem artykutu
jest wiec zaprezentowanie ogélnych zaga koncepcji budetowania projektéw dla fundacji
w warunkach stosowania omawianej ewidencji z uadigeniem tezy,z realizowana forma
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ewidencji dziatalnéci w istotnym stopniu determinuje riiwosci stosowania rachunkowo-
sci zaradczej. W pracy wykorzystano metody: indukcji, decjuloraz analizy. Artykut

stanowi przyczynek do dalszych prac na przedstapkoncepcy. Budzetowanie projektéw

stanowi bowiem naezizie rachunkowsxi zarzdczej, ktérego atrybutygsbiezne z ustawo-

wym — zadaniowym charakterem dziatadcionvszystkich fundaciji.

Stowa kluczowe:budzetowanie projektéw, NGO, fundacja, uproszczona emdga przycho-
doéw i kosztow.
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