| often say that when you can measure what you are
speaking about, and express it in numbers, you know
something about it; but when you cannot measure it,
when you cannot express it in numbers, your
knowledge is of a meagre and unsatisfactory kind; i t
may be the beginning of knowledge, but you have
scarcely in your thoughts advanced to the state of
Science, whatever the matter may be.

Lord Kelvin
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Project and Programme Accounting

John Chapman Project

and Programme
Accounting

Programme Director
Touchstone Ltd
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John Chapman

& The Gower Handbook of Programme
Management: Oct 2006

The APM Year Book: Sep 2006
Project and Programme Accounting: Mar 2006
& Managing Successful Programmes: Oct 1999
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John Chapman

& Treasurer of ProgM the Programme
Management SIG of the APM

(Www.e-programme.com)

& Professional Qualifications
Member of the Institute of Directors (MloD)
Member of the APM (MAPM)

Fellow of the Institute of Sales & Marketing Mngt
(FINStSMM)
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Agenda

Financial Accounting v Project Accounting
The Challenge in designing a system
Designing a system

Management Benefits

Close & Questions
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Financial Accounting versus Project Accounting

Financial Accounting  Programme & Project

Accounting
Based on periods in a Start and end dates — no
financial year relation to accounting periods

Department & Cost Centre Deliverable, Activity, Project,

Hierarchies Cross Department
Comparative Reporting Comparative Analysis only
based on same period last possible if like type projects
year and actual versus with consistent coding
budget structure

I
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Financial Accounting versus Project Accounting

Financial Accounting  Programme & Project

Accounting
Directors understand Directors do not understand
Financial Accounting (or perhaps want to
understand) Project
Accounting
Depreciation is based on a Costs are calculated on
defined policy Invoices received.

Depreciation is a financial

. . . accounting function
Financial Accounting does

not report on Products & Reporting Is focused on
Deliverables Products and Deliverables
Va
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The Challenge

No accountant on many projects

here are a portfolio of projects to run with
budgets and actual values to track

Little guidance available on how to design
and setup a system to look across
projects

Move from anecdotal examples of Project
Accounting to a repeatable approach
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The Challenge
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The Challenge

To bring the disciplines of Financial
Accounting to the recording of Programme
and Project Cost in a way that can be
analysed to provide meaning
management information

By Project
By Programme
By Portfolio of like type projects

Metrics on expected costs / resource
o requirements
e
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A supplier invoice example

eProcurement Implementation

Supplier Invoice
Software : £30,000
1 year for Software Maintenance: £6,000
Consultancy: £27.000 — 30 days

Y

Finance Team Project Office

Capitalise Software and Consultancy : £57,000 Software cost of £30,000
Depreciate over 4 years: straight line against software budget
The Profit and Loss Account charge is Maintenance cost of £6,000
£14,250 per annum against maintenance budget
Maintenance is posted to the Profit and Loss Consultancy of 30 days would be
Account at 1/12" per month as a revenue cost analysed by Stage in the Project Plan

i.e. £6,000 /12 = £500 per month

Project Manager has £63,000 of cost
Profit and Loss Account shows

capital costs of £14,250 and revenue
costs of £6,000 : total is £20,250
{at end of 1 year)

© John Chapman




The Maintenance Fees Example

The Maintenance Fees

L

-

—

Maintenance Invoice
3 year for Software Maintenance
At £6,000 per year : total is £18,000

Finance Team

Maintenance is posted to the Profit and Loss
Account calculated as the period of the contract
divide by the value
i.e. 18,000 / 36 months = £500 per month

Profit and Loss Account shows revenue
of £500 per month
At end of year 1 total revenue is £6,000

v

Project Office

Software maintenance invoice raised

Project Manager has £18,000 in revenue

© John Chapman



Example Revenue Areas

Software Sales
Mominal Ledger module

Sales Ledger module /j__@iV

Furchase Ledger module

Cash Book module

Fizxed Assets module

Furchase Invoice Register module
Sales Invoicing module

Software Maintenance Sales
Mominal Ledger maintenance
Sales Ledger maintenance
FPurchase Ledyer maintenance
Cash Book maintenance

Fixed Assets maintenance
Sales Inwoicing maintenance

Consultancy

Software Installation
Data Migration

User Acceptance Testing
End User Training

Go Live Support

What the Board sees in the accounts

General Ledger Posting

Software Sales
Software Maintenance Sales
Zonsultancy

What is seen in the accounts

Note that software
maintenance is 'earned’
by period

What we see in the Programme [ Project Analysis
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The Challenge
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Where to start?

How IS comparative
analysis performed
IN a consistent way
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Where to start?

Define terminology

Agreed coding
structure

Provide a common
method of analysing
Income and
expenditure — I.e.
Project &
Programme Costs

Standard reporting
formats



Designing a system



Terminology and Semantics

We need to be clear on what is meant by:
A Programme

Project

A Portfolio of Projects

>
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Adapted from A Guide to Programme Management, CCTA



Adapted from Programme Management Demystified, Geoff Reiss, ISBN 0419213503



ID % Complete WBS Task Name Total Duratior Start Finish

1 0% 1 Phase 01: Project Initiation 38 days Tue 10/05/05 Fri 01/07/05
2 0% 1.1 Prepare for initiation meeting 2 hrs Tue 10/05/0% Tue 10/05/0&
3 0% 1.2 Project Initiation meeting 0.5 days Fri 13/05/0E Fri 13/05/0E
4 0% 1.3 Prepare PID and Project Plan 0.5 days Tue 17/05/0% Tue 17/05/0%
5 0% 1.4 Review PID and Project Plan 0.5 days Thu 30/06/0% Thu 30/06/0&
6 0% 15 Final changes to PID and Plan 0.25 days Thu 30/06/0% Thu 30/06/0&
7 0% 1.6 Reissue completed PID 0 days Thu 30/06/0% Thu 30/06/0%
8 0% 17 Project Initiation Completed 0 days Fri 01/07/0& Fri 01/07/0&
9

10

11 0% 2 Phase 02 : Scoping 3 days Thu 14/09/06 Mon 18/09/06
12 0% 2.1 Arrange meetings with End Users 0.5 days Thu 14/09/0€ Thu 14/09/0€
13 0% 2.2 Meet with End Users to scope project 3 days Thu 14/09/0€ Mon 18/09/0€
14 0% 2.3 Write scoping report & issue 2 days Thu 14/09/0€ Fri 15/09/0€
15 0% 2.4 End Users review scoping report 1 day Thu 14/09/0€ Thu 14/09/0€
16 0% 25 Provision for final amendments 0.5 days Thu 14/09/0€ Thu 14/09/0€
17 0% 2.6 Prepare detailed upgrade plans 1 day Thu 14/09/0€ Thu 14/09/0€
18 0% 2.7 Scoping completed 0 days Thu 14/09/0€ Thu 14/09/0€
19

20 0% 3 | End Stage Assessment 01 10.5 days Fri 30/09/05 Fri 14/10/05
21 0% 3.1 Prepare for Project Board meeting 0.5 days Fri 30/09/0E Fri 30/09/0E
22 0% 3.2 Project Board meeting 0.5 days Fri 14/10/0E Fri 14/10/0%
23 0% 33 Project Managers follow up 0.5 days Fri 14/10/0E Fri 14/10/0E
24 0% 3.4 Authority to proceed to build 0 days Fri 14/10/0% Fri 14/10/05

)
1




Designing a system

Develop our terminology

Agree that there are common types of
rojects

_Ink Project Planning to Data Capture
Develop a common repository
Store data in a consistent way




Designing a system

Begin with the end in mind
Stephen Covey

The 7 |

abits of |

ighly Effective People



Designing a system

Managing Successful Projects with PRINCE2. CCTA, ISBN 0-11-330855-8



Designing a system



Designing a system



A Common Repository : Structuring Data

/

This is where we are trying to gather date
Consistent budgeting & planning Main costs are people



Designing a system
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Budgeting, Project Planning, Gathering Actual
The PrOJect Plan: Touchstone Example

ID % Complete Task Name Total Duratior Start Finish

1 0% 1 Phase 01: Project Initiation 38 days Tue 10/05/05 Fri 01/07/05
2 0% Prepare for initiati 1 day Tue 10/05/0% Tue 10/05/0%
3 0% 1.2 Project Initiation meeting 1 day Fri 13/05/0E Fri 13/05/0%
4 0% 1.3 Prepare PID and Project Plan 0.5 days Tue 17/05/0% Tue 17/05/0&
5 0% 14 Review PID and Project Plan 0.5 days Thu 30/06/0% Thu 30/06/0%
6 0% 15 Final changes to PID and Plan 0.25 days Thu 30/06/0% Thu 30/06/0%
7 0% 1.6 Reissue completed PID 0 days Thu 30/06/0% Thu 30/06/0&
8 0% 1.7 Project Initiation Completed 0 days Fri 01/07/0% Fri 01/07/0%
9

10

11 0% Phase 02 : Technical Installation 29.67 days Tue 10/05/05 Mon 20/06/05
12 0% Installation of software 2 days Tue 10/05/0% Wed 11/05/0E
13 0% 2.2 Remote site test 0.67 days Mon 20/06/05 Mon 20/06/05
14 0% 221 Peterborough test 1hr Mon 20/06/0% Mon 20/06/0%
15 0% 2.2.2 Bath test 1hr Mon 20/06/0% Mon 20/06/0%
16 0% 223 Manchester test 1hr Mon 20/06/0% Mon 20/06/0%
17 0% 224 Belfast Test 1hr Mon 20/06/0% Mon 20/06/0%
18 0% 225 Fosse Close Test 1hr Mon 20/06/0% Mon 20/06/0%
19 0% 2.3 Installation Completed 0 days Mon 20/06/0& Mon 20/06/0&
20

21

22 0% Phase 03 : Design 48 days Fri 12/08/05 Tue 18/10/05
23 0% . j i 1 day Fri 12/08/05 Fri 12/08/05
24 0% 311 Issue and Walk through templates 0.75 days Fri 12/08/0E Fri 12/08/0E
25 0% 3.1.2 Review Great Plains Structure 0.25 days Fri 12/08/0E Fri 12/08/0%

Time recorded at this level of granularity



Budgeting, Project Planning, Gathering Actual
The Touchstone Example

2N

Captured at source by phase



Budgeting, Project Planning, Gathering Actual
Coding Structures: Touchstone Example

Coding
structure



Budgeting, Project Planning, Gathering Actual
Coding Structures: Touchstone Example

Product Phase No Phase Description

XXX x99 XXXXXX
Product Phase to Suffix is standard
Align with Across like type projects
Project Plan

A segmented coding structure which we can analyse by segment
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Where to start?



Where to start?




Upgrade Project Plan extract

ID % Complete WBS Task Name Total Duratior Start Finish

1 0% 1| Phase 01: Project Initiation 38 days Tue 10/05/05 Fri 01/07/05
2 0% Prepare for initiation meeting 2 hrs Tue 10/05/0& Tue 10/05/0&
3 0% . i fatt ing 0.5 days Fri 13/05/0E Fri 13/05/0E
4 0% 1.3 Prepare PID and Project Plan 0.5 days Tue 17/05/0% Tue 17/05/0%
5 0% 14 Review PID and Project Plan 0.5 days Thu 30/06/0% Thu 30/06/0%
6 0% 15 Final changes to PID and Plan 0.25 days Thu 30/06/0% Thu 30/06/0%
7 0% 1.6 Reissue completed PID 0 days Thu 30/06/0% Thu 30/06/0%
8 0% 17 Project Initiation Completed 0 days Fri 01/07/0& Fri 01/07/0&
9

10

11 0% Phase 02 : Scoping 3 days Thu 14/09/06 Mon 18/09/06
12 0% Arrange meetings with End 0.5 days Thu 14/09/0€ Thu 14/09/0€
13 0% 2.2 Meet with End Users to scope project 3 days Thu 14/09/0€ Mon 18/09/0€
14 0% 2.3 Write scoping report & issue 2 days Thu 14/09/0€ Fri 15/09/0€
15 0% 2.4 End Users review scoping report 1 day Thu 14/09/0€ Thu 14/09/0€
16 0% 25 Provision for final amendments 0.5 days Thu 14/09/0€ Thu 14/09/0€
17 0% 2.6 Prepare detailed upgrade plans 1 day Thu 14/09/0€ Thu 14/09/0€
18 0% 2.7 Scoping completed 0 days Thu 14/09/0€ Thu 14/09/0€
19

20 0% End Stage Assessment 01 10.5 days Fri 30/09/05 Fri 14/10/05
21 0% Prepare for Project Board 0.5 days Fri 30/09/0E Fri 30/09/0E
22 0% 3.2 Project Board meeting 0.5 days Fri 14/10/0E Fri 14/10/0E
23 0% 3.3 Project Managers follow up 0.5 days Fri 14/10/0E Fri 14/10/0E
24 0% 3.4 Authority to proceed to build 0 days Fri 14/10/05 Fri 14/10/0%
25

26

Time recorded at this level of granularity: by Phase




Status Report for Upgrade Project

Time recorded at this We can analyse utilisation
level of granularity



The Benefits of this approach
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Improving Performance
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Board of
Directors

Programme
Directors

Programme
Managers

Portfolio
Managers

Project
Managers

Project Team

Selling the Benefits



KPI & Project Reporting

Role Key Reporting and Analysis
: Analysis of time by Runner / Repeater / Stranger :
([))r'reCt Governance

Portfolio Manager

Non-Conformance by Phase /- Stage - Costreduction =
Analysis by type of weyksitPhase & Stage).

Metrics on Time to Do

Programme
Manager

Programme and Project Reporting
Actual versus budget by Stage

Project Manager

Specific Project Analysis with prior metrics
to assist in project planning and budgeting

Employee

Analysis of the work done, and link to skills requi red




Budgeting, Project Planning, Gathering Actual
Metrics & Consistency: Touchstone Example

Cross Proj

Manage t
Manage t

ect Reporting
ne expectation with the client

ne risks in estimating days

Too many days and the organisation is not competitive
Too few days and it is under quoted and not profitable



Budgeting, Project Planning, Gathering Actual
Metrics & Consistency: Touchstone Example
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The Elevator Presentation

£60,000 of financial savings,
5% improvement in
productive time, focus on
non-conformance,
Improvement in our
estimating capabilities,
standardised KPI reporting;
all of which are now
possible due to the
iInformation from our
comprehensive programme
and project accounting

system. What we say



The Elevator Presentation: What they hear?

£60,000 of financial savings,
5% improvement in
productive time, focus on
non-conformance ....



John Chapman
Programme Director
Touchstone Ltd

Tel: 0705 010 8617
www.touchstone.co.uk

www.pmtoday.co.uk

| would be pleased to come and talk with you further about this.
If you would like copies of the slides, the example upgrade plan and status report
Send me an email:

john.chapman@touchstone.co.uk



