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What is a Budget?
A budget is a detailed document that businesses use to 
track income (revenue)  and expenses in a way to make 
operational decisions for the best financial outcome of the 
business.

ARE YOU PREPARING A BUDGET?

Budget Development &    Forecasting
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Monthly Budget

INCOME Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Operating Income

Chain Link - 

Wood - 

Ornamental - 

Vinyl/PVC - 

Agriculture - 

Automation - 

Other - 

Total Operating Income - - - - - - - - - - - - - 
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Annual Budget
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Actual vs Budgeted columns should be
Inserted to allow comparisons 

Budget Development & Forecasting

INCOME Actual % of TS Budget % of TS Difference
Sales

Chain Link 1,000 3.6% 900 3.3% 100 

Wood 2,000 7.1% 1,900 7.0% 100 

Ornamental 3,000 10.7% 2,900 10.6% 100 

Vinyl 4,000 14.3% 3,900 14.3% 100 

Agriculture 5,000 17.9% 4,900 17.9% 100 

Automation 6,000 21.4% 5,900 21.6% 100 

Other 7,000 25.0% 6,900 25.3% 100 

Total Sales (TS) 28,000 100.0% 27,300 100.0% 700 

Cost of Goods Sold (from details section)

COGS - Chain Link 600 2.1% 900 3.3% (300)

COGS - Wood 1,200 4.3% 1,900 7.0% (700)

COGS - Ornamental 1,800 6.4% 2,900 10.6% (1,100)

COGS - Vinyl 2,400 8.6% 3,900 14.3% (1,500)

COGS - Agriculture 3,000 10.7% 4,900 17.9% (1,900)

COGS - Automation 3,600 12.9% 5,900 21.6% (2,300)

COGS - Other 4,200 15.0% 6,900 25.3% (2,700)

Total Cost of Goods Sold 16,800 60.0% 27,300 100.0% (10,500)

Gross Profit 11,200 40.0% - - 11,200 
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Four Primary Steps to Prepare a Budget

1. Understanding Your Company Goals

2. Estimating Company Income (revenue) for the Period 
     of the Budget

3. Identify Company Expenses

4. Determine Company Budget Surplus or Deficit

Budget Development
& Forecasting
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Step Two
 Estimating Company Income (revenue) for the Period of 

the Budget
❖ Determine Company Income (revenue) and cashflow by Categories

• Chain Link
• Wood
• Ornamental
• Vinyl
• Agricultural
• Automation
• Other

Budget Development & Forecasting
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Budget Development Procedure

Budget Development & Forecasting
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What is Forecasting?
Refers to a decision-making practice of predicting what will happen in 

the future based on past and present market conditions. 
&

Provides a conservative estimate of how much sales revenue will be 
obtained in the upcoming year. 

ARE YOU FORECASTING?

Budget Development &  Forecasting
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Qualitative Method

✓  Also known as judgmental method and provides subjective 
results

✓ Comprised by personal judgements by experts or forecasters

✓ This method is considered bias because of expert knowledge 
and experience

✓ This process is non-mathematical and rarely  uses data
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Considerations for Forecasting
❖ Involves Future Events- making them important for planning

❖ Past & Present- considerations for what has happened in the 
past and what is expected in the future

❖ Use Both Methods- to prepare the best forecast for the 
company



20

Budget Development & Forecasting



21

Source Data for Forecasting

✓ Primary Resources- first hand information gathered 
by owners from past reports, interviews and fact 
gathering groups to support the forecast

✓ Secondary Resources- sources that can supply 
information published by others such as industry 
reports, economic interviews, etc. 
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Thank you.
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Please complete the session survey.
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