
Standard Operating Procedure (SOP): Budget Planning
and Cost Management
Purpose:

This SOP defines the process for budget planning and cost management, including the preparation of annual
budgets, forecasting expenses and revenues, monitoring financial performance, cost control strategies, variance analysis,
and reporting. The goal is to ensure effective allocation of resources, optimize expenditures, and achieve organizational
financial objectives through systematic planning and ongoing cost management.

1. Scope
This SOP applies to all departments and financial stakeholders involved in the budget planning and cost management
process within the organization.

2. Responsibilities

Role Responsibility

Finance Manager Leads and coordinates overall budgeting and cost management activities.

Department Heads Prepare departmental budget inputs and monitor departmental expenses.

Budget Analysts Compile, review, and analyze budget data; perform variance analysis.

Executive Leadership Review and approve final budgets and major financial reports.

3. Procedure
1. Annual Budget Preparation

Initiate budgeting process, set timelines and templates.
Collect budget inputs from all departments.
Compile and review consolidated budget.
Present draft budget for management review and revisions.
Finalize and approve annual budget.

2. Forecasting
Prepare quarterly/monthly forecasts of expenses and revenues.
Adjust forecasts as needed based on actual performance and changing conditions.

3. Monitoring Financial Performance
Track actual expenses and revenues against budgeted figures.
Utilize financial software/tools for real-time monitoring.

4. Cost Control Strategies
Identify and implement cost-saving measures.
Review procurement and expense policies for optimization.

5. Variance Analysis
Review differences between actual and budgeted figures monthly.
Investigate significant variances and document causes.
Develop corrective action plans as necessary.

6. Reporting
Prepare and distribute financial performance reports to stakeholders.
Provide summary and detailed explanations for variances.

4. Documentation
Budget planning templates and forms
Consolidated budget files
Financial performance and variance reports
Meeting minutes and approval records

5. Review and Updates



This SOP should be reviewed annually or as needed to reflect changes in organizational policies or external requirements.
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