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BUDGETING FOR
FINANCIAL ORGANISATIONS

A budget is a financial plan for a defined peried that can
greatly enhance the success of any financial undertaking. It is a
document to track income and expenses in a detailed way to
make operational decisions. Aside from earmarking resources, a
budget can also aid in setting goals, measuring outcomes, and
planning contingencies. Corporate budgets are essential for
operating at peak efficiency.

Main Features of Budgeting

The budgets of financial organisations shall address the
following goals and concerns.

a) Setting Financial Goals and Targets.

b) Forecasting Sales and Expenses.

c) Controlling Costs and Risks.

d) Economic and Market Uncertainty.

&) Regulatory Requirements.

f) Changing Technology and Consumer Preferences.

Budget Development Process

Corporate budgeting begins by establishing assumptions for the upcoming budget period. These
assumptions are related to projected sales trends, cost trends, and the overall economic outlook of the
market industry, or sector. Specific factors affecting potential expenses are addressed and monitored.
The sales budget is often the first to be developed. Budgets are developed for all the different subsidiar-
les, divisions, and departments within an organization. All budgets get rolled up into the master budget,
which also includes budgeted financial statements, forecasts of cash inflows and outflows, and an over-
all financing plan.

Steps to Prepare a Budget for Organization

1. Understand Your Organization's Goals

2. Estimate Your Income for the Period Covered by the Budget
3. ldentify Your Expenses

4. Determine Your Budget Surplus or Deficit
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Types of Budgets ? ET ’:‘ ll 5

A robust budget framework is built around a master budget consisting of operating budgets, Eé{i}?éﬁ““‘“‘
expenditure budgets, and cash budgets. The combined budgets generate a budgeted income state-
ment, balance sheet, and cash flow statement.

1. Operating budget

Revenues and associated expenses in day-to-day operations are budgeted in detail and are divided
into major categories such as revenues, salaries, benefits, and non-salary expenses.

2. Capital budget

Capital budgets are typically requests for purchases of large assets such as property, equipment, or
IT systems that create major demands on an organization’s cash flow. The purposes of capital bud-
gets are to allocate funds, control risks in decision-making, and set priorities.

3. Cash budget

Cash budgets tie the other two budgets together and take into account the timing of payments and
the timing of receipt of cash from revenues. Cash budgets help management track and manage the
company’s cash flow effectively by assessing whether additional capital is required, whether the
company needs to raise money, or there is excess capital.

Review of budgets

a) Decide on a Frequency. We need to determine how often we want to analyze our budget. It can
be weekly, monthly, quarterly or half yearly depending on the size of the organisation.

b) Look for Variances. After we decide on a frequency, the next step is to start analyzing the actual
numbers against budget

c) Find out the reasons why the organisation could not achieve the targeted figures

d) Make Changes in the budget if needed depending on the upto date performance.

Due to the ever increasing competition in the financial word, it is imperative to introduce a budgeting
process so that actuals can be measured against forecasts
and if any shortfall is observed timely remedial action can be taken.

“The budget is not just a collection of numbers but an expression of our values and aspirations” -
Jacob Lew

TOP PERFORMERS AM (ASSIST TO MEMBER)
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INDUCTION PROGRAM FOR NEW EMPLOYEES

From left to right

Arun Ashok, Akhil K J, Eric Sanjez, Andrino T D, MoblinsonP.M, Akshay Gopl, Sano| M.V, Prince_Johnson, Akhilesh 5, Rakesh S N, Jishod K, Suresh Babu, UK,
MNeama Suresh, Vichithra M R, Nisha Kumar T K, Anju C §, Novya M 5, Remya Mahesh

From left to right( top) From left to right(top)

Dinra] K Dileep, AkshayKrishno P U, Monjlth K U. Akshayo Satheesan, Anocop M, SurekhalP, Arun Lol PL Jishnu T.C, Vinesh P, Akhil Stephen,
Sneha T R, Princy Peter C, Shivani M Pramod Prosod

From left to right (bottom) From left to right {bottomn)

Frashanth T C, Shall.C, Cleatus Sabastian, Gayathr.C, Timna.T.T Sunitha MM, Abhijith JS, Shibin SN, Vigesh N
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