Student Pack

 Assessment Task 1: Knowledge Test
Provide your response to each question in the box below.

	Q1:
	Describe the five (5) budgeting tools and techniques used in project management. 		Answer in 100 – 150 words.
Write a short note on “Budgeting processes in Project management”. Answer in     100- 150 words.
	Satisfactory response

	
	
	Yes 

	No 


	A)
1. Breakdown your tasks - First, create a work breakdown structure for your project. completed.
2. Estimate your tasks - Now estimate every item on your work breakdown structure. The most common estimating techniques are bottom-up estimating, expert judgement and analogous estimating 
3. Total up the estimates - Add up all the work package estimates. This gives you the total planned budget for the project covering the cost of every task.
4. Add in the extras: 
· Management reserves: This is a pot of money to use at management's discretion. 
· Contingency: Contingency costs are useful to cover the cost of poor estimating. Add in the contingency of 10% just in case estimates turn out to be rubbish. 
· Risk response budget: If your company is mature at managing project risk, you might be able to incorporate the risk response budget separately to your central budget. The risk response budget is made up of the money it costs to implement the mitigating actions on your risk register. 
5. Managing project budgets across two financial years - Projects don't always finish neatly at the end of a fiscal or calendar year, so you might have to run your project budget across two (or more) years.
B)
The project budgeting process is conducted at the initial steps of project planning, and typically it is performed in parallel with the project scheduling process.
The process of determining the budget for a project is an activity of aggregating the cost estimates of individual activities, or a work package, to develop the total cost estimate that allows setting a formal cost baseline. This baseline is used to state the budget.  The budget serves as a cost control mechanicsm that allows comparing actual project costs to the items of the authorised project budget.
The steps of the project budget determining process are 
· Using the WBS
· Reviewing historical data and lessons learned
· Investigating resource information
· Following project policies
The budget inputs include:
· Activity cost estimates
· Estimates basis
· Scope baseline
· Project Schedule
· Procurement Contracts
· Resource calendars


	Q2:
	A) Describe the four (4) methods used for cost estimation of projects. Answer in 70 – 100 words.
B) Describe the ten (10) tools and techniques used for cost estimation of projects. Answer in 180 – 230 words.
	Satisfactory response

	
	
	Yes 

	No 


	A) 
1. Analogous Estimating – uses historical data from similar projects as a basis for the cost estimate. The estimate can be adjusted for observed differences between the projects. This type of estimate is usually used in the early phases of a project and is less accurate than other methods.

2. Parametric Estimating – Parametric estimating is one of the most accurate techniques for determining a project’s duration and cost. It uses statistical modelling to develop a cost estimate. It uses historical data of key cost drivers to calculate an estimate for different parameters such as cost and duration. For example, square footage is used in some construction projects.

3. Bottom-up estimating – Bottom-up estimating is a technique that involves the estimation of work at the lowest level of detail. This type of estimate is generally more accurate than other methods since it is looking at costs from a more granular perspective. This detailed cost is then summarised or rolled up to higher levels for reporting and tracking purposes. The basis of the bottom-up estimating is the work breakdown structure.


4. Three-Point Estimating – PERT. This method uses three estimates to define an approximate range for an activities cost

	B)

1. Expert judgement – uses the experience and knowledge of experts to estimate the cost of the project. This technique can take into account unique factors specific to the project. However, it can also be biased.

2. Analogous Estimating – uses historical data from similar projects as a basis for the cost estimate. The estimate can be adjusted for observed differences between the projects. This type of estimate is usually used in the early phases of a project and is less accurate than other methods.

3. Parametric Estimating – uses statistical modelling to develop a cost estimate. It uses historical data of key cost drivers to calculate an estimate for different parameters such as cost and duration. For example, square footage is used in some construction projects.

4. Bottom-up estimating – uses the estimates of individual work packages which are then summarised or "rolled up" to determine an overall cost estimate for the project. This type of estimate is generally more accurate than other methods since it is looking at costs from a more granular perspective.

5. Three Point Estimation – originated with the Program Evaluation and Review Technique (PERT). This method uses three estimates to define an approximate range for an activities cost

6. Reserve analysis – is used to determine how much contingency reserve, if any, should be allocated to the project. This funding is used to account for cost uncertainty.

7. Cost of Quality – includes money spent during the project to avoid failures and money spent during and after the project due to failures. During cost estimation, assumptions about the COQ can be included in the project cost estimate.

8. Project Management Estimating Software – includes cost estimating software applications, spreadsheets, simulation applications, and statistical software tools. This type of software is especially useful for looking at cost estimation alternatives.

9. Vendor Bid Analysis – can be used to estimate what the project should cost by comparing the bids submitted by multiple vendors

10. Group Decisions Making - This technique emphasizes the involvement of a group of people who are going to perform the technical work. By involving those you will gain more details on the work and thus helpful to estimate more accurately. Also, it develops a commitment from the people who are involved in the discussion to complete the work as estimated.


	Q3:
	Describe the four (4) project cost management strategies. Answer in 100 – 150 words.
	Satisfactory response

	
	
	Yes 

	No 


	Resource Planning
Estimation
Budgeting
Control

See page 3

	Q4:
	Describe the organisational policies and procedures applicable to the role of project manager. Answer in 150- 200 words. 
	Satisfactory response

	
	
	Yes 
	No 

	Planning cost management is the process that establishes the policies, procedures and documentation for planning, managing, expending and controlling project costs. It provides guidance and direction on how the project costs will be managed throughout the project.

Its sets the format and standards by which the project costs are measured, reported and controlled.  The cost management plan:
1. Identifies who has the authority to approve changes to the project or its budget
2. How costs performance is quantitively measured and reported upon
3. Report formats, frequency and to whom they are presented
4. Identifies who is responsible for managing costs.
Some examples of financial management processes and procedures to monitor actual expenditure and to control costs include:
· Approval processes
· Financial authorisations or delegations
· Invoice procedures
· Communication and reporting.

	Q5:
	Describe the process to determine resource requirements for individual tasks in a project? Answer in 100 – 150 words.
	Satisfactory response

	
	
	Yes 
	No 

	The identification of resources, their quantity and the schedule of resources are required to estimate the probable cost of the project work. 

Task identification work breakdown – a key to successful project scheduling is to breakdown the project goals into tasks before you consider delivery dates, resource constraints, specific names resources, or task dependencies. This step helps accomplish key objectives:


· Develops an objective, rational view of the amount of work required
· Helps the team grasp the skills required and amount of resources necessary for the project
· Provides a clear framework for assigning to individuals a clear task definition and delegate the responsibility for completion
· Lays a foundation for analysing the task dependencies and for isolating and managing risks 
· Lays a foundation for developing a bottom-up estimate for the project schedule
· Allows tradeoffs to be made consciously and with the proper consensus involved.

The resource requirements can be identified by calculating the costs of individual tasks in the work break down structure.  

The output of cost estimating is the actual cost estimates of the resources required to complete the project work.  The estimate is typically quantitative and can be presented in detail against the WBS components.

Stakeholder management - Excellent communication keeps crucial stakeholders on board. Stakeholder management is the process of maintaining good relationships with the people who have the most impact on your work. Communicating with each one in the right way can play a vital part in keeping them "on board."


	Q6:
	Describe the activities involved in reviewing costs against outcomes in a project. Answer in 100 – 150 words.
	Satisfactory response

	
	
	Yes 
	No 

	
Conduct a lessons learned meeting to explore what went well and captures the processes to understand why they went well. The team asks if the process is transferable to other projects. The team also explores what did not go well and what people learned from the experience. Things to look at include the project deliverable, time and cost.

Conduct a gap analysis to review the project charter and expected deliverable and to find was to close the gaps.

Determine whether the project goals were achieved to note if the error rate was low enough, is it functioning well and to find out if users are adequately trained and supported.

The original schedule of activities is compared to the actual timeline of events. Events that caused changes to the plan are reviewed to see how they use of contingency reserves and float mitigated the disruption caused by those events.

The original project costs and benefits are reviewed against the final costs. Compare costs with benefits achieved.

Identify areas of further development such as expected benefits, opportunities for training and development. 

Relationships with the client are reviewed, and decisions about including the client in project decisions and alignment meetings are discussed.

It is essential to capture stakeholder perceptions of the project and stakeholder perspectives of what worked well or could be improved.
Report findings and recommendations.





	Q7:
	Outline the six (6) components of cost management plan. Answer in 100 – 150 words.
	Satisfactory response

	
	
	Yes 
	No 

	
Cost management plan – clearly defines how the costs on a project will be managed throughout the project’s lifecycle. It sets the format and standards by which the project costs are measured, reported and controlled.  The Project Manager will be responsible for managing and reporting on the project’s cost throughout the project.

Cost management approach – cost accounts are created at the fourth level of the WBS.  With project management software you can manage costs down to the work package level.

Measuring project costs - defines how the project's costs will be measured. The Earned Value Management is used for measuring and controlling a project's costs. In this section, you should detail how you will measure the project costs. The four Earned Value measurements are:

1. Schedule Variance – this is a measurement of the schedule performance for a project. It is calculated by taking the Earned Value (EV) and subtracting the Planned Value (PV).
2. Cost Variance - is a measurement of the budget performance for a project. CV is calculated by subtracting Actual Costs (AC) from Earned Value (EV).
3. Schedule Performance Index - measures the progress achieved against that which was planned. SPI is calculated as EV/PV.
4. Cost performance Index - measures the value of the work completed compared to the actual cost of the work completed.
Reporting format - Reporting for cost management will be included in the monthly project status report This section will contain the Earned Value Metrics identified in the previous section. All cost variances outside of the thresholds identified in this Cost Management Plan will be reported on including any corrective actions which are planned.

Cost variance response process - defines the control thresholds for the project and what actions will be taken if the project triggers a control threshold. the Project Manager will present options for corrective action to the Project Sponsor who will then approve an appropriate action to bring the project back on budget.

Cost change control process – this typically follows the project change control process. If there are special requirements for the cost change control process, they should be detailed in this section of the Cost Management Plan.


	Q8:
	Outline the five (5) tools and techniques used in the cost control and monitor process. Answer in 150 – 200 words.
	Satisfactory response

	
	
	Yes 
	No 

	
Earned Value Management - is a mathematical method by which you can measure the actual performance of a project. You will use EVM to monitor your project in terms of schedule and cost.

Forecasting - EVM provides formulae to forecast the future performance of a project. The forecast is based on the current actual performance.

To-Complete Performance Index (TCPI) - If the project is delayed or over-budget, you can use TCPI to determine the project performance required to complete the project as budgeted or estimated.

Variance Analysis - is the comparison of expected project performance to the actual cost performance. This analysis helps you understand the causes of variance if any. Preventative and corrective actions are determined based on the variance analysis.


Performance Reviews - are required to check the health of a project. This usually involves Cost and Schedule as the main parameters to assess. However, other parameters, such as Scope, Quality, and Team Morale may be used. Reviews may include the client, Product Owner, other Project Managers or Scrum Masters.


	Q9:
	What can be the alternatives to control project cost? Answer in 50 -100 words.
	Satisfactory response

	
	
	Yes 
	No 

	Reallocation of resources – resources, such as staff and equipment, can be allocated to more urgent tasks.  Projects costs can be controlled by allocating more resources towards more important tasks and less resources towards less important tasks.  This can be between different tasks in a project, or between multiple projects.

Training of personnel – the project personnel training deeply effects the projects costs.  Unskilled labour is not as effective in completing tasks on time as the skilled labour.  Unskilled staff need more supervision, may take more time, and tasks may need to be done more than once if done incorrectly.  A company may be continually training staff to upskill them, which will lead to reduced cost in the long run, or they may need to hire more skilled staff for particular tasks.

Alternatives to materials – some materials may have significant cost increases, so alternatives will need to be asses to work out if a different material can be used for the same or less cost, but also same, or higher,  quality.

	Q10:
	What are the various methods to monitor agreed actions to maintain financial objectives in a project. Answer in 50 – 100 words.
	Satisfactory response

	
	
	Yes 
	No 

	Performance reviews are meetings held to assess schedule activity, work package or cost account status and progress and are typically used in conjunction with one or more performance reporting techniques.

a. Variance analysis. Involves comparing actual project performance to planned or expected performance. Cost and schedule variances are the most frequently analysed; however, deviations from plan in the areas of project scope, resource, quality and risk are often of equal or greater importance.
b. Trend analysis. Involves examining project performance over time to determine if performance is improving or deteriorating.
c. Earned value technique. The earned value technique compares planned performance to actual performance.


	Q11:
	What is the role of accurate financial reports in a project? Answer in 50 – 100 words.
	Satisfactory response

	
	
	Yes 
	No 

	
Financial reports in a project helps management make effective and informed decisions about the project.
The information needs to be accurate so that the stakeholders are seeing correct information and decisions being made have a positive effect on the projects.



	Q12:
	Describe the key outputs during completion of cost management processes. Answer in 100 – 200 words.
	Satisfactory response

	
	
	Yes 
	No 

	Revised cost estimates - can require adjustments to other aspects of the project management plan.
Budget updates are changes to an approved cost baseline. These values are generally revised only in response to recommended changes in project scope.

The calculated CV, SV, CPI and SPI values for WBS components, the work packages and control accounts, are documented and communicated to stakeholders.

Either a calculated EAC value or a performing organisation reported EAC value is documented and the value communicated to stakeholders.

Change to costs baseline and cost management plan.

Project document updates including activity cost estimates and basis of estimates.
Lessons learned are documented so they can become part of the historical databases for both the project and the performing organisation.  This can include cause of variances, corrective action chosen and the reasons.



	Q13:
	Describe the role of cost benefit analysis in determining the effectiveness of project cost management. Answer in 100 – 150 words.
	Satisfactory response

	
	
	Yes 
	No 

	a cost-benefit analysis will produce concrete results that can be used to develop reasonable conclusions about the feasibility and opportunity that represents a specific decision or situation.

The purpose of the cost-benefit analysis is to have a systemic approach to understand the advantages and disadvantages of various solutions through a project, including transactions, activities, business requirements, and investments.

There are two primary purposes for using cost-benefit analysis for a project:
· To determine if the project is valid, justifiable and feasible, verifying if its benefits exceed the costs.
· It offers a reference base for comparing projects by determining which project benefits are higher than its costs.


	Q14:
	Describe any six (6) main issues in cost management of projects. Answer in 200 – 250 words.
	Satisfactory response

	
	
	Yes 
	No 
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