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Agenda

Introduction
Budgeting Best Practices — Targets / Process / Reporting

The Budgeting Process — Targets / Top-Down Bottoms-Up
Process / Sample 2 Round Process

The Planning Tools — Excel vs. Systems / Budgeting Tools
Taking it to the next level... Rolling Forecasts
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Best Practices — Targets

BUILD PERFORMANCE-BASED BUDGET BY USING SMART GOALS
Use SMART (Specific, Measurable, Attainable, Realistic and Timely) metrics

Performance-based framework allocates resources to specific objectives/activities
based on these SMART metrics

A performance-based framework establishes concrete targets and priorities based on
strategic goals, and communicates those targets to all stakeholders involved in the

budget process
ADD NON-FINANCIAL MEASURES TO TARGET SETTING PROCESS TO INCREASE
UNDERSTANDING OF THE REAL BUSINESS DRIVERS

Indicators, such as KPIs, as well as outside factors, such as economic and market
conditions, should always be taken into consideration
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Best Practices — Process

IMPROVE YOUR PROCESS THROUGH AUTOMATION
Introduce of technology to improve the budgeting and forecasting process
Automate the process with budgeting and planning system

CONSIDER A DRIVER-BASED APPROACH

Driver-based planning creates budgets and financial forecasts using operational drivers
such as units of product, FTEs, customers, deliveries, transactions, etc.

Using mathematical relationships creates budgets and forecasts with fewer inputs,
reducing errors and saving time by using calculations based on operational activities
REMOVE EXCESSIVE DETAIL

Focus on detail where it matters... more detail for the short-term and less detail for the
longer term

Budgeting at the Natural Account vs. Higher Level

@
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Best Practices — Process (cont.)

BE INCLUSIVE IN AN ITERATIVE PROCESS

Narrow the strategic goals into specific business metrics through iterative discussion

Successful organizations promote constructive communication and provide a narrative
to support the numbers.

SHORTEN YOUR BUDGET CYCLE... UPDATE FEQUENTLY TO REALITY
The budget cycle varies by the size and complexity of an organization
Generally, a budget process (once targets are set) should take about 30 days to prepare

Budgets and plans should be updated as frequently as necessary to reflect economic,
organizational, and other outside variables

Don’t view a budget as ‘Set in Stone’

Ii' ©2022 CliftonLarsonAllen LLP




Best Practices — Reporting

INCLUDE PAST PERFORMANCE

Past performance can be a strong indicator of future performance
Budgets and forecasts should include a look back and comparative

ADOPT REPORTING ANALYTICS... INCLUDE NON-FINANCIAL DATA
Analytics highlights trends and exceptions and speeds decision making
Take the time to run ‘What-if Scenarios’ to uncover possible future risk

Allows for a deeper understanding of the drivers of performance and their relationship
to future outcomes

Helps develop new insights

@

©2022 CliftonLarsonAllen LLP




The Process
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Target Setting

Determine Sevelam TPl Build Targets from

Strategy KPls

Oreanizational Goals Desired Outcomes Translating KPIs to
g SMART Ps & Qs

* Organizational Mission e Mission Success KPls e Revenue/Expense Targets based

* Markets Served  Market Penetration on

e Customer Base (Current/Future) e Customer Base Metrics v'Mission success measures

* Costs to Support Mission e New Product KPIs v'Market Penetration

* Bottom Line Expectations e Headcount Metrics v'Customer growth

* Capitalization / Funding Needs * Expense KPIs to Support Mission v'Headcount/Expense growth

* Reserves Requirements e Operating Margin KPIs v'Operating Margin
e ROI / ROE / ROCE * Balance Sheet Targets based on
* Cash Flow v'ROI / ROE / ROCE

v'Ending Cash Flow
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Top-Down / Bottoms-Up

Targets begin with KPIs

|
Leadership SMART goals are always smart!

Top-Down Leadership develops and communicates

Targets to Budget Owners to build their
budgets

Leadership must collaborate with Budget
Owners to develop budgets based on KPIs

Budget Owners should have ownership in

the Target setting process
Budget Owners

Bottoms-U
P Remember: Targets are targets...
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Top-Down / Bottoms-Up

Leadership communicates Targets to
Budget Owners

Budget Owners build their budget from
Bottoms-Up to meet their targets

Leadership should encourage autonomy

Leadership
Top-Down

The process is iterative...

Budget owners need to take ownership of
their budgets to be effective

Budget Owners

Bottoms-Up Remember: Ownership starts with

Communications...
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Budgeting Process — Basic 2 Round Process

Budget Targets

Budget Templates

eTop-Down based on KPls
eBudget Drivers for the Budget Owners
eCommunicated to Budget Owners

eRevenue and Expense Templates
eTrain Budget Owners on Templates and Process
eCollaborate with Budget Owners

Round 1 Review Round 2 Final Review
Budget Owner Input Leadership Input Revise based on input Revise as needed

. Integrate In Reporting
Final Budget for Approval Board Approval Prmaess e e Famsrais
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Planning Tools
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Process vs. Tools

Tools are used to support a properly designed
Budgeting and Planning Process...

Process without Tools is difficult...
Tools without Process is a nonstarter




Planning Tools — Excel vs. Integrated Systems

Excel...
Bespoke modeling capacities
Error prone when large data required
Heavy lift to consolidate and integrate
Limited security

Systems tools...

Customization for the industry
May not offer Excel modelling flexibility

Large data capacity
Ease of consolidation and integration
Multi-level security

S
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Budgeting Tools

List of tools... to name a few!

ssssssssssssssssssssss

fi Teldalelagl Small and medium businesses / QuickBooks, Xero

V\;dor'idOY- Medium to Large businesses / total workforce solution / NetSuite, Sage Intacct, MS Dynamics, etc.
aptive Planning

P planful Medium to Large businesses / total workforce solution / NetSuite, Sage Intacct, SAP, etc.

rena Small to medium businesses / total workforce solution / NetSuite, MS SQL, SAP, IBM, etc.

Etc...
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Budgeting Tool Templates
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Tool Templates are Excel based (Look and Feal)
Templates can be built to meet organization’s specific needs
Consolidations use data base technology for ease of use

S
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Budgeting Tool Reporting — Dashboards
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Financial Statements vs. Dashboards
Include non-financial information
Tell the organization’s “story”...
“How does this budget move the mission forward”

S
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Choosing A Budgeting Tool

Organization Type Integration
Nonprofit Accounting System
Public Administration Customer Relationship
Educational Institution management (CRM)
Religious Organization Current ERP
Manufacturing Donor Management

Service Industry System

. Human Resource System
Small Business Y
Midsize Business

Large Enterprise

@

Features

Dashboard Reporting
Template Flexibility
Scenario Planning
Workflow Management
Multi-entity

Multi-year Forecasting
Balance Sheet / Cash Flow
Multi-Currency

©2022 CliftonLarsonAllen LLP 19



Rolling Forecasts
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Key Factors
Driver based following the budget
Matched to the organization’s hierarchy
Detail flexibility without diminishing
analytic quality
Integrated in the Planning Process Tool

Dashboard Reporting on Metrics/KPIs
and trends... Both Organization and
Industry specific

Must Adhere to a disciplined updating
process
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Rolling Forecast Schematic

36 Month Time Horizon
Annual Forecast

Includes actual results, the annual budget and up to

three years of forecast (Five-year) Actual Results Annual Budget m

Uses the annual results and budget to formulate the
drivers for the forecast
Periodic Rolling Update 12 + 3 Actual 9 Trend 12 + 3 Forecast

Monthly/Quarterly updated actual results roll the
results forward through an updated “trend” budget

3, 6 and 9 month trend analysis rolls budget forward 12 + 6 Actual 6 Trend 12 + 6 Forecast
with updated metrics
Annual Roll Forward

Subsequent annual budget initiated through “roll 12+ 9 Actual 3Trend 12 +9 Forecast
forward” process.

Forecast rolled forward with metrics based on

updated annual budget. Actual Results Annual Budget

ve— 1V —
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Questions?
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Thank you

CLAconnect.com
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https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
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