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GOAL SETTING POLICY
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Introduction / Intended Result

To succeed, a company needs to know what it wants or needs to accomplish and how it will accomplish it. Goal setting is imperative to the success of a company. 

Goals define the result to be derived by the effort.

The top-down goals from the CEO are the starting point. Goals then move down to divisions, departments and individuals within each who are responsible for the performance of the company. A goal-setting policy ensures that all goals are created uniformly, aligned with the common goals of the organization, and clearly demonstrate to all team members what is expected of them and others.
 
The RAM principle is an effective tool when setting goals. Goals and actions steps are to be:

Reasonable 

Attainable

Measurable

The meaning of reasonable, attainable and measurable in the context of setting goals is:

1. Reasonable 

a. Are the goals realistic for the company physically? Financially?

b. Are there other forces that would make the goal unachievable?

c. Do the goals fit the company?

i. For example, if your company is a software development company, it would  seem unreasonable to have a goal to build hardware.

2. Attainable

a. Are the goals aggressive enough but not so challenging as to be unattainable?

3. Measurable
a. Do the goals provide a yardstick to judge performance? The yardstick can be a number of things:

i. Dollars (income/revenue earned or expenses controlled)

ii. Action (achieve a certain objective or series of objectives)

iii. Units (produce, acquire or sell a certain number of units)

iv. Any other unit or method of measure that may be appropriate for the company and the goal.

b. Most units of measure are accompanied by time, requiring a certain action within a certain period of time. For example, it does little or no good to state that revenue shall reach a certain level without also stating when.


Goals must have a champion. Who is responsible for achieving the goal? Goals therefore must be expressed as:

1. The goal.
2. How much is to be achieved.
3. Who is responsible for attaining the goal?
4. When is the goal to be met?

Often, reasonable, measurable and attainable goals are modified with one other criteria – specificity. A way to remember the formula when specificity is added is:

MARS

Measurable

Attainable

Reasonable

Specific


Specificity means that goals should not be too broad, but should be specific, to the point and within your control. Within the written goal, include the completion date, the specific steps to be taken, the specific results desired, and who is responsible for achieving the goal.

All team member goals are written based on the goal template. An example of a written goal follows:
By following a goal-setting policy, a company will dramatically improve its ability to achieve success.
BUDGET POLICY
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A carefully prepared budget is imperative to the success of any company. A regular review of company performance as compared to budget will keep the company on track towards achieving goals and meeting expectations.
Before revenue, expense and capital budgets can be completed, goals must be defined. The top-down goals from the CEO are the starting point. Goals then move down to divisions, departments and individuals within each who are responsible for the performance of the company (see goal-setting policy). The policy ensures that all goals are created uniformly, aligned with the common goals of the organization, and clearly demonstrate to all team members what is expected of them and others.
Once goals are complete, it is time to prepare the budget.


To begin the process, create a budget calendar that outlines the deadlines for creating and reviewing budget items, such as revenue, expense, and capital items. The annual budget calendar must allow ample time for all steps to be performed in an accurate and timely fashion. For many companies, the budget process begins in the summer before the coming year.

Budgets are created in template form and modified from the previous year to harmonize with new accounts or categories that may have been added or deleted during the year as well as with the company’s current status.

The budget should also align with the company’s financial reports. Therefore, the initial budget template is ideally created by exporting the chart of accounts from the company’s accounting system into an Excel worksheet. This forms the foundation of the budget. In addition, by using an exportable budget from the accounting system, the completed budget is also importable back into the system. Once the initial budget template is created, it can be reused from year to year.
To create an income & expense budget template, remove all accounts other than income and expense from the template. The income & expense budget can also include balance sheet items to create a budget with even more information, such as cash flow, partner returns, or capital expenses. A capital budget is created by leaving only balance sheet accounts in the template.

Once the budget template is created, the process of refining the budget begins:

1. Review the goals.
a. The narrative that describes the actions to take in the company.
b. Who is to take the actions.
c. The quantitative outcome relative to a given point in time.
2. Convert the goals to numbers.
a. Begin with income – build the budget from the top down.
b. Once satisfied with the income, add the variable and fixed expenses.
3. Add balance sheet items.
a. Capital investments.
b. Partner returns.
4. Produce depreciation and amortization schedules.
5. Solve for net income, net operating income, and cash flow.
Here is where the work starts. Team members and company leaders responsible for reviewing the budget must now consider:
1. Is the budget reasonable?

2. Is the budget attainable?

3. Have individuals been realistic in their goals and translation of the goals to income and expense?


Refining the budget requires that many goals be reexamined. Team members whose budget contributions are either too pessimistic or too optimistic may need help to improve their goals and the translation of goals to budget. This process may require 4 to 8 weeks.

Once the budget is complete, it should be presented to the team members to ensure a common vision of how each must contribute to the end result. It is essential that budgets be presented in the same manner as monthly financial reports so that a mental translation does not have to be made between budget and output.

MONTHLY REPORTING POLICY
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To succeed, a company needs to be aware of its condition at any given time, keeping an eye on the future and the company’s goals.

It important that all team members are aware of what is happening in other areas of the company beyond their area of direct responsibility. Great ideas sometimes come from those not directly involved in the subject. The sharing of information at a monthly reporting meeting not only contributes to results, but allows team members to be included and informed.

Team members should gather for a company-wide meeting at least once monthly to review financial reports, share information and be brought up-to-date on company matters.

Financial results and key information should be summarized in a cover letter that accompanies the financial documents. A standard letter reporting format is designed to reduce the time spent composing and typing the report for each meeting, and to provide consistency in reporting. The standard letter explains the financial reports succinctly, so everyone involved can understand the results regardless of whether they have a financial background.


Every meeting should include review of the following documents, which may be provided to team members in a binder for ease in following along during the meeting:

1. Standard letter
2. Income and expense for the current month, as compared to budget 

3. Income and expense year-to-date, as compared to budget 

4. Statement of cash flow
5. Balance sheet
6. Net operating income for the current month, as compared to budget 

7. Net operating income year-to-date, as compared to budget 

Financial review should explain discrepancies of actual performance as compared to the budget.  Questions for consideration and discussion during the meeting should include:
1. Are the results as expected?
2. What action steps need to be taken to correct undesirable results and achieve company goals?

Be sure to celebrate successes as well!


Other reports deemed valuable to the company should be produced and shared, depending on the company business. A real estate management company would share property rent schedules. A software company would review a report of income by product line or by vertical and geographical area. In addition, business activity achieved through a website or social media outlet may be important to review.
Typically, management level team members will give a verbal presentation using the standard letter as their guide. Supporting team members will assist with information sharing as needed. Monthly reporting should compare income and expense to budget for the month and year-to-date. If there are circumstances causing a dramatic departure from the budget, it is advisable to supplement the reports with a column for forecast. Reports can then be produced that provide actual performance as compared to budget and to forecast.
In addition to the normal monthly reporting review, July and January of each year should include an in-depth review of year-to-date and year-end results, respectively. Although monthly reviews provide results, seeing the bigger picture is necessary to determine whether the company is on track to meet its goals and what can be done to improve the results. 
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