	
	Cost Management Guideline



Purpose

The purpose of Cost Management Guideline is to describe the processes for evaluating, and monitoring project costs (budget). The project manager / program manager should determine the cost management approach and document it in the Project Plan. This cost approach is required for each project regardless of classification and size.

Cost Management includes estimating, analyzing and controlling project costs. It ensures changes impacting the cost baseline are identified, analyzed, and effectively addressed. 

Approach

The project manager / program manager will carry out activities in three (3) key areas on each project. These key activities include:

1. Cost Forecasting - involves developing future trends along with the assessment of the risks and uncertainties that could occur during the project.
2. Cost Budgeting – establishing estimates, budgets, and measuring and managing the investments costs of the project. 
3. Cost Controls – gathering, accumulating, analyzing, reporting, and managing the costs of the project on an ongoing basis. Tracking actual project costs against (baseline) estimates and accounting for variances.
Key Steps

	Role
	Key Steps
	Tools
	Comments

	Cost Forecasting

	Program Manager / Project Manager
	Document the cost estimates associated with the high-level needs for the next phase to continue.


	Use the 

Project Initiation Document
	During the Opportunity Assessment /Initiating Processes, the goal is be able to estimate cost and human resources for phases prior to establishing the formal project budget.  

	Program Manager / Project Manager
	Document assumptions, constraints, and risks that may have an impact on the project estimates. 
	Use the 

Project Initiation Document
	Assumptions are items believed to be true as a basis for their project execution. 

Constraints are typically given to a project, with limited ability to change it.

Risks are uncertain events or conditions, which if they occur, have a positive or negative affect on a project’s objectives.

	Cost Budgeting

	Project Manager
	Create the project budget.
	Use the

Project Budget 

Consult the

Project Budget Preparation Guideline
	During the Planning Process, the budget is refined and estimated within + 5% / -5%. 

	Project Manager
	Verify estimates.
	
	Check with Subject Matter Experts and historical information on past work estimates.

	Project Manager
	Establish a project (baseline) budget.
	Consult the 

PM Approval Checkpoints Guideline 

Timing:

After the Funding Approval Meeting
	Document the budget and record the (baseline) date, and the associated project schedule file name and date. This agreed upon budget is known as the Original Cost Baseline.


	Project Manager
	Communicate project (baseline) budget.
	Consult the Communications Matrix
	Distribute the project (baseline) budget to the appropriate project stakeholders. 

	Cost Controls

	Project Manager
	Determine the control interval and document it in the Communications Matrix.
	Use the Communications Matrix
	This is the frequency of updates to the budget. It could be weekly, bi-weekly, monthly, etc.

	Project Manager 
	Verify time tracking of the team members
	Consult the

Time Reporting System Guideline
	Verify weekly timesheets against work performed.

	Project Manager
	Update actual costs on the budget.
	Use the 

Project Budget 


	Track weekly, bi-weekly, or monthly (as appropriate) the actual costs. 

Re-distribute forecasted budgets per month.

	Project Manager
	Compare actual costs against budgeted estimates, referred to as Cost Variance Analysis.
	Use the

Status Report (Project) / Status Report (Executive)
	Account for any variances in the Status Reports.

	Project Manager
	Modify budget as appropriate based upon approved change control procedures.

Changes in scope, schedule, assumptions and resources should be reflected in the budget as approved.
	Use the

RFC / Change Request Log

Consult the Integration Management Guideline 
	Modify total budget amount only with approval from the program manager.

Approval from the project sponsor and others may be necessary depending on thresholds. 

	Project Manager
	If needed, reestablish (re-baseline) the budget.

Document the budget, the revised (baseline) date, and the associated project schedule file name and date.

Current Baseline = Original Baseline + Major, formal, approved changes.
	Use the

Project Budget 
	If Microsoft Excel is used or another tool, save the file into the project repository with a separate name to allow for future comparisons with the active Project Schedule.

	Project Manager
	Communicate changes in the baseline.
	Consult the Communications Matrix
	Distribute the revised baselined budget to the project stakeholders. 

	Project Manager
	Review the budget and prepare required reports.
	Use the

Status Report (Executive) / Status Report (Project)

Quarterly Operations Review


	Review with appropriate participants weekly, bi weekly, and / or monthly.

This ensures that the work efforts of the team(s) are aligned to the current scheduled activities and are tied to the budget estimations.


Summary

The project manager is responsible for preparing, calculating, tracking and managing the budget through out the project. Cost Management will allow the project manager to assure that changes in scope, schedule, assumptions and or constraints will be reflected in the budget.

References and Related Guidelines

Project Management Body of Knowledge (PMBOK)

· Project Budget Preparation Guideline

· Internal Software Capitalization Policy 

· Time Reporting System Guideline

· Project Scheduling Guideline

· PM Approval Checkpoints Guideline
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