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Deploying the single-solution Teamcenter® software across project,

finance and operations throughout an enterprise reduces the
time and effort required to build and reforecast budgets. Plus this
solution increases visibility and control of a project portfolio.
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Introduction

For many organizations, the annual budget is the
principal management and measuring tool.

The trouble with traditional budgets is that they take
months to prepare and weeks to update, they are
often obsolete before they are approved, and
budgeting criteria and line items are driven by
finance and do not maintain the operational details
that really drive the business.

As a result, the traditional budgeting process
consumes 20-30 percent of management’s time and
does not provide executives ongoing visibility into a
project portfolio or support agile decision-making.

According to the Hackett Group, the average com-
pany with annual sales of $1 billion spends 25,000
person-days per year planning and measuring
performance. Compare this with the upper quartile of
companies that have been able to reduce this effort
by approximately 75 percent to 6,000 person-days
per year at a savings of $19 million. Furthermore, the
upper quartile has been able to reduce development
time of financial plans by 25 percent to a 3-month
process.

The purpose of this document is to demonstrate how
companies can use Teamcenter to help them achieve
the previously mentioned benefits. Teamcenter is a
single solution that can be deployed across project,
finance and operations across a company to:

» Reduce the time and effort required to build and
reforecast budgets

+ Increase visibility and control of a project portfolio
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The demonstration described within this document is
based upon the Planning and Execution Target User
scenario shown below.

Portfolio planning and execution

PORTFOLIO MANAGEMENT

PROGRAM EXECUTION MANAGEMENT

As shown in the model, managing financials is a
continuous closed loop process of planning and
execution. The process includes four sub-processes:
Build Budget (budget, plan, forecast), Approve Spend,
Execute against the plan, and Govern program
execution.

Executives

Teamcenter

Engineering
product groups

Finance
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Specifically, the demonstration covered in this
document focuses on the value of improving the
Build Budget process from the perspective of three
distinct types of users:

Finance manager The representative of the finance
organization who is responsible for setting a common
set of assumptions on which budgets are to be built
and confirming that organizational budgets fit within
those guidelines.

Executives Management who is responsible for
establishing corporate priorities and aligning funding
to coincide with that strategy.

Build budget process

Fianance £ i
manager xecutive

Project
manager

Providing
manager
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Project manager The individual who is responsible
for building the project budgets. This individual often
works with the Finance Manager and Providing
Organization Manager to balance project-based
budgets with budgeting guidelines and financial
constraints, respectively.

The flowchart below details the Build Budget process.
As shown in the flowchart, the process begins with
input from an executive process of defining strategic
objectives and concludes with output against which
actuals are monitored.
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The project manager’s perspective

The project manager is the person or persons in an IT
or R&D organization that often have responsibility for
building project-based budgets. The “project man-
ager’s perspective” to budgeting begins after broad
organization budget guidance has been defined and
continues through the process of building the budget
and subsequently reforecasting the budget. Time and
effort can be saved during the process of creating
initial budgets and adjusting budgets to reconcile
top-down cost center budgets with bottom-up
project-based budgets. It also shows how quickly
headcount and funding requirements can be assessed
across projects on behalf of the organization provid-
ing the resources (a.k.a. the providing organization).

Createl/select a project budget

The budgeting process for the project manager
begins in Teamcenter with the identification of a
project for which a budget will be built. The screen
below shows how the project manager can save time
and effort by being able to quickly find existing
project budgets or create new budgets and eliminate
time wasted on finding the most current budget
version. The screen includes a status field that the
project manager can use to monitor progress of
assigned budgets and quickly identify budgets that
are incomplete.
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Build a project budget

Once a project is identified, a budget is created. Key
information regarding who is requesting the project,
the nature of the project, its expected duration, its
justification and who will be funding the project is
entered. Once this budget is created, the project
manager can enter labor and non-labor costs. Unlike
spreadsheets, all rates, structures and calculations are
standardized simplifying the process and reducing the
risk of time-consuming errors. The organization may
define the periods by which they budget (e.g. by
month or quarter.)

Project Costs and Benefits
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Analyze the budget

At any time, the project manager (and the director of
the providing organization) can quickly look at
headcount across projects in order to assess gaps
between demand and capacity. Thus the project
manager can go through multiple iterations of the
budget before being delayed by traditional summari-
zation and review processes.

The project manager (and the director of the provid-
ing organization) can also quickly look at labor, non-
labor and capital costs across projects and determine
if they fit within finance’s budget guidelines.
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This screenshot depicts a labor shortage with red,
amber and green colors indicating the severity of the
shortage. The source (project) of the demand for
resources is shown in blue.
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Iterate changes to the budget

Inevitably, the draft budget will not match the top-
down guidance from finance or balance with the
requirements of the providing organization units or
be achievable with the available capacity of the
providing organization units. In the event that this
occurs, the finance manager can quickly create a new
version of the budget for the project manager. The
new version will contain all the information and
estimates entered in the original budget, saving the
project manager time in creating a new iteration to
the budget.
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Additionally, the project manager is insulated from
the time-consuming impact of rate or organization
structure changes. Teamcenter can automatically
update rates for budgeted resources and re-map
organization structures.

Project Costs and Benefits
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Summary of the project
manager’s perspective

The project manager now has a tool that saves time
by allowing rapid iterations through the budget while
being able to quickly enter project-based financial
information into a standard structure that minimizes
time-consuming errors. The project manager or the
providing organization manager can save time by
being able to quickly analyze cost and headcount
requirements across projects. In the case that rates or
structures are changed, time is not wasted since the
project manager is not impacted. In addition to time
savings, the project manager can execute the project
with confidence that it is consistent with the strategic
and financial plans of the organization.
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The finance manager’s perspective

The finance manager is responsible for setting a
common set of assumptions on which budgets are to
be built, managing the development of the budget
and confirming that organizational budgets fit within
budget guidelines. The finance manager can reduce
the time associated with building, consolidating and
analyzing budgets.

Define organization structures

The finance manager initiates the budgeting process
by defining the anticipated organization structure for
the period being budgeted. The organization
structure can be simultaneously defined geographi-
cally, organizationally, by management structure or
line of business. The screen below shows how easily a
hierarchical organization structure can be created. In
the event of an organizational restructure, the
finance manager can easily come back to this screen
and make changes that impact all budgets; saving
time and reducing errors.
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Define resource rates

Once the organizational structure is defined, resource
rates can be established at either a high or low level
as shown in the screen below. Rates can be defined
based upon one or two of organization structures
previously mentioned. In the event of rate changes,
time is not wasted since this screen is used to make
global rate changes that automatically impact all
budgets.

One of the key features in Teamcenter is the ability to
define rates that change over time (time phase rates).

Your organization may experience substantial
changes in your labor rates over time due to
outsourcing, offshoring or shifts in labor costs.
Teamcenter reflects those changes in your forecast
using rates that reflect the forecasted cost at a
certain point in time.
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Define capital amortization schedules

Amortization schedules can be set based on asset
type and regional accounting requirements or
conventions. Automatic calculation and allocation
into each budgeting period saves the finance
manager time in recalculating depreciation each time
a change is made to a capital line item. This also
ensures consistent application of accounting stan-
dards across the budgeting process.

Asset Amortizations
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Create an organization budget

The organizational budget can include multiple
project budgets. The screen pictured below shows an
organization budget and associated project budgets.
This screen allows the finance manager to have the
ability to tightly manage the budget development
process. The status field in particular, allows finance
managers to quickly pinpoint incomplete budgeting
efforts.
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Analyze the budget against available
resources and funding

Once budget components are complete, significant
time savings occur when the once manual process of
rolling up the budget and preparing it for reconcilia-
tion with top-down finance guidelines is now
automated as shown in the report below.

The screenshot below provides red, amber and green
indicators to display the availability of budget and
resources to meet project demand. Here our capital
budget is sufficient to cover the forecast but we have
a shortage of expense budget.
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Summary of the finance manager’s
perspective

The finance manager now has a tool that saves time
and reduces errors by standardizing budget formats,
facilitating multiple views of the budget, automating
rollups, eliminating the manual process associated
with rate and structure changes and automating the
process of exporting the budget to the general
ledger.
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Providing organization manager’s perspective

Providing organizations get involved in the budget
process to determine if they have enough funding to
cover the projects they have requested.

Analyze the budget against available
resources and funding

The report below can be generated at any time during
the process and quickly provides the providing
organization manager with the availability (supply) of
various resources against the demand for those
resources. Iterative reviews of this report can be used
to confirm that project demands are balanced with
funding and resource supply.
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Summary of the providing organization
manager’s perspective

The providing organization manager now has
immediate access to information that can be used to
increase the alignment of available funding to the
most important projects, minimize risk of over
committing resources and funding and continually
monitor performance of project investments.
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The executive perspective

Many executives do not rely on the budget as a
management tool, because the budget is a static
document that is usually out of synch with real-world
portfolio activity. The improvements in budgeting
and reforecasting achieved by managers (shown in
project and finance manager sections of the demon-
stration) improve the timeliness of the budget and
thus transform the budget into a tool for real-time
financial visibility, management and control.

Analyze the budget against
portfolio objectives

The chart below demonstrates the information that is
available to executives. As shown in the chart,
executives can quickly determine where money is
being spent and align funding with the most impor-
tant projects and initiatives.

Strategic alignment

Competitive
significance

Segment strategy
alignment

Service (;Iirection
alignment

Innovation

Once the budget is in place, executives can monitor
where money is actually being spent. This allows
executives to quickly identify situations in which
projects are overspending. They can also quickly
assess potential changes to their financial strategy.

Summary of the executive perspective

Executives can now rely on the budget as a tool for
agile management. A project- and financial-based
view of the portfolio allows executives to:

Continually align funding to the organization’s
most important initiatives quickly identify the
financial impact of portfolio changes

Monitor financial portfolio performance against
objectives and quickly identify projects that are
performing outside of guidelines

Make quicker and better strategic decisions based
on timely financial information
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Summary
Teamcenter converts the once manual and outdated » Eliminate, delay or minimize funding to lower
process of budgeting to a high performance process priority projects

that saves project managers time in preparing
budgets, providing organizations time in reviewing
budgets, finance managers time in managing and
reviewing budgets. The result is the transformation of
the once outdated budget into a real time executive » Reduce nonvalue-added analytical headcount
management tool. By employing Teamcenter,
organizations can:

» Reallocate management time wasted on
traditionally cumbersome processes for budgeting
and reforecasting

The result: increased organizational agility and return
on project portfolio investments.
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