Standard Operating Procedure (SOP): Financial Reporting
and Budget Management

This SOP defines the processes for financial reporting and budget management, encompassing accurate financial data
collection, budgeting procedures, variance analysis, financial statement preparation, compliance with regulatory standards, and
periodic review and adjustment of budgets. The goal is to ensure transparent, timely, and precise financial information to support
strategic decision-making, maintain fiscal responsibility, and optimize resource allocation within the organization.

1. Purpose

To establish a standardized approach for collecting, reporting, and analyzing financial data, facilitating effective budget
management, and ensuring regulatory compliance.

2. Scope

This SOP applies to all employees involved in financial data entry, accounting, budget preparation, reporting, and financial
management.

3. Definitions

¢ Financial Reporting: Preparation and presentation of financial statements and related disclosures.

¢ Budget Management: The process of planning, monitoring, and controlling financial resources.

¢ Variance Analysis: The process of comparing actual financial outcomes to budgets and explaining differences.
¢ Regulatory Standards: Legal and professional guidelines that financial operations must adhere to.

4. Roles and Responsibilities

Role Responsibility
Finance Manager Oversee reporting and budget management, ensure compliance, review final reports.
Accountant Prepare financial data, statements, variance analysis.
Department Heads Participate in budget planning, provide accurate forecasts, monitor department spending.
Internal Auditor Review processes for compliance and accuracy.

5. Procedures

5.1 Financial Data Collection

1. Collect source documents (invoices, bills, receipts, payroll records) daily.
2. Enter data promptly and accurately into the accounting system.
3. Reconcile and verify entry accuracy at the end of each month.

5.2 Budget Preparation

1. Initiate annual budget planning in Q4 of each fiscal year.

2. Gather input from all department heads on expected revenue and expenses.
3. Compile and review draft budgets for alignment with strategic goals.

4. Submit draft to Finance Manager for review and final approval.



5.3 Financial Reporting

Prepare monthly, quarterly, and annual financial statements as per regulatory standards.
Include balance sheet, income statement, and cash flow statement.
Review and approve reports before distribution to stakeholders.
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File reports with relevant regulatory authorities by due dates.

5.4 Variance Analysis and Budget Monitoring

1. Compare actual results to budgeted figures monthly.
2. Investigate and document significant variances (over/under budget).
3. Report findings to management with recommendations for corrective action if needed.

5.5 Compliance and Review

1. Stay updated with changes in accounting standards and regulations.
2. Ensure all reports and processes comply with applicable laws.
3. Arrange for periodic internal and external audits.

5.6 Budget Adjustment and Periodic Review

1. Conduct formal budget reviews quarterly, or as required.
2. Adjust budgets based on actual performance, unforeseen events, and strategic shifts.
3. Document all changes with appropriate justification and approvals.

6. Documentation and Records
¢ Maintain all financial records as per retention policies (minimum 7 years).

e Store digital records securely with restricted access.
e Ensure backup and recovery procedures are in place.

7. Related Policies and References

e Accounting Policy Manual
¢ Record Retention Policy
¢ Applicable Local and International Financial Reporting Standards (e.g., GAAP, IFRS)

8. Revision History

Date Version Description Approver

2024-06-19 1.0 Initial SOP release Finance Manager
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