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Session	  B2	  
	  

The	  Prac0cal	  use	  of	  Earned	  Value	  for	  real-‐0me	  
forecast	  and	  control	  

Project	  Controls	  Expo	  -‐	  31st	  Oct	  2012	  
Twickenham	  Stadium,	  London	  	  

	  

	  Speaker	  –	  David	  Birch	  
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About	  the	  Speaker	  

§ David	  Birch	  -‐	  35	  years	  experience	  in	  the	  delivery	  of	  high	  profile	  UK	  
and	  interna@onal	  projects	  and	  Programmes	  for	  world	  leading	  
Engineering/Construc@on	  contractors.	  	  

§  25	  years	  of	  Project	  Controls	  and	  Opera@onal	  Management	  experience	  
§  Since	  2008	  responsible	  for	  the	  London	  2012	  Programme	  Controls	  group	  

for	  CLM,	  the	  delivery	  partner	  to	  the	  Olympic	  Delivery	  Authority	  (ODA).	  
§  Previously,	  delivered	  projects	  numerous	  industry	  sectors	  including:	  

ü  UK	  &	  Interna@onal	  Oil	  and	  Gas	  
ü  UK	  Nuclear	  decommissioning	  and	  clean-‐up	  
ü  Conven@onal	  and	  Nuclear	  Energy	  
ü  Water	  	  
ü  Telecoms	  
ü  Industrial	  and	  Infrastructure	  
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Good	  decisions	  require	  good	  informa@on.	  
	  
To	  deliver	  a	  complex	  project	  to	  @me	  and	  cost	  requires	  a	  proper	  understanding,	  
at	  regular	  stages	  and	  at	  an	  appropriate	  level	  of	  detail,	  of	  the	  rela@onships	  
between:	  work	  done,	  progress	  against	  plan,	  cost	  incurred	  against	  budget,	  cash	  
spent	  and	  cost	  to	  come.	  	  
	  
Combining	  this	  data	  leads	  to	  an	  understanding	  of	  the	  actual	  value	  of	  what	  has	  
been	  achieved	  and	  prevents	  managers	  from	  being	  either	  too	  op@mis@c	  or	  
unduly	  pessimis@c	  about	  the	  situa@on.	  It	  enables	  them	  to	  make	  appropriate	  
judgements	  as	  to	  what	  correc@ve	  ac@ons	  need	  to	  be	  taken	  in	  good	  @me.	  	  
	  

Sir	  John	  Armi+	  
Chairman	  -‐	  Olympic	  Delivery	  Authority	  

EVM	  -‐	  APM	  Guidelines	  Forward	  
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1.  Organisa@on	  (1-‐5)	  
2.  Planning,	  Scheduling	  and	  Budge@ng	  (6-‐15)	  
3.  Actual	  Costs	  (16-‐21)	  
4.  Analysis	  and	  Repor@ng	  (22-‐27)	  
5.  Change	  Management	  (28-‐32)	  

EVM	  System	  (32	  Criteria)	  	  

Geang	  the	  system	  right	  leads	  to:	  	  
Informed,	  effec>ve	  management	  and	  decision	  making	  by	  knowing:	  

•  What	  has	  been	  achieved	  of	  the	  plan	  
•  What	  it	  has	  cost	  to	  achieve	  the	  planned	  work	  
•  If	  the	  work	  achieved	  is	  cos@ng	  more	  or	  less	  than	  was	  planned	  
•  If	  the	  project	  is	  ahead	  of	  or	  behind	  the	  planned	  schedule	  
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1	  -‐	  Organisa0on	  	  

•  Essen@al	  to	  understand	  scope	  and	  how	  it	  will	  be	  broken	  down	  
and	  delivered	  (Work	  Element	  Defini@on)	  

•  Key	  is	  then	  to	  create	  the	  Work	  Breakdown	  Structure	  (WBS)	  
and	  progressively	  develop	  the	  Contract	  Work	  Breakdown	  
Structure	  (CWBS)	  

•  Who	  will	  deliver	  and	  be	  responsible	  for	  delivery	  
Organisa>onal	  Breakdown	  Structure	  (OBS)	  

•  Ensure	  that	  the	  systems	  (WBS,	  CWBS	  and	  OBS)	  will	  support	  
each	  other	  and	  are	  integrated	  (via	  coding)	  	  
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WBS	  Example	  	  
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2	  –	  Planning,	  Scheduling	  and	  Budge0ng	  	  

•  Essen@al	  to	  Schedule	  all	  the	  work	  logically	  
•  Iden@fy	  the	  Project	  Milestone	  set	  and	  the	  Key	  Milestones	  

within	  that	  set	  
•  Cost	  Loaded	  Schedule	  ac@vi@es	  should	  be	  aligned	  with	  Cost	  

Accounts	  within	  the	  WBS	  elements	  
•  Establish	  how	  the	  progress	  will	  be	  measured	  
•  Iden@fy	  Level	  of	  Effort	  (LOE)	  ac@vi@es	  (management,	  

management	  reserves,	  prelim’s/overheads,	  etc.)	  
•  Create	  the	  Project	  Es@mates	  and	  fix	  the	  Budgets	  
•  Baseline	  and	  implement	  Change	  Control	  
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2	  –	  Objec0ve	  Measures	  of	  Progress	  	  

•  Milestones	  	  
•  Percentage	  Complete	  

ü  Agreed	  steps	  
ü  Evaluated	  
ü  Once	  at	  100%	  	  

•  Quan@@es	  
•  Appor@oned	  Level	  of	  Effort	  
•  Level	  of	  Effort	  



	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Copyright	  @	  2011.	  All	  rights	  reserved	  

2	  –	  Original	  Budget	  Summary	  	  
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3	  –	  Actual	  Costs	  	  

•  Essen@al	  that	  Actual	  Costs	  (cost	  accounts)	  are	  mapped	  to	  WBS	  
•  Ensure	  that	  cost	  collec@on	  systems	  and	  contractor	  invoices	  are	  

broken	  down	  into	  at	  least	  the	  level	  of	  the	  WBS	  elements	  	  
•  Understand	  the	  material	  accoun@ng	  system	  and	  ensure	  plan	  

aligns	  with	  when	  material	  costs	  will	  be	  recorded	  (either	  
invoiced	  or	  accrued)	  

•  Keep	  the	  mapping	  up	  to	  date	  at	  each	  update	  (normally	  monthly)	  
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4	  –	  Analysis	  and	  Repor0ng	  	  

•  Collect	  progress	  data	  and	  record	  %	  complete	  of	  each	  ac@vity	  
(using	  the	  rules	  established	  at	  planning	  phase)	  

•  Compare	  Baseline	  Plan	  with	  Progress	  and	  Actual	  Costs	  
establishing	  Schedule	  Variance	  (SV)	  and	  Cost	  Variance	  (CV)	  

•  Forecast	  Dura%ons	  to	  complete	  
•  Forecast	  Costs	  to	  complete	  
•  Review	  Milestone	  comple@on	  forecasts	  against	  Plan	  
•  Review	  An@cipated	  Final	  Cost	  to	  Budget	  
•  Project	  Team	  determine	  project	  issues/mi@ga@ons/plan	  

adjustments	  
•  Project	  Team	  Report	  the	  outcome	  of	  analysis	  and	  plans	  to	  

complete	  
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4	  –	  Quan00es	  
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4	  –	  Progress	  
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4	  –	  Performance	  
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4	  –	  Analysis	  
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4	  –	  Forecas0ng	  	  
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4	  –	  Project	  Manager	  Summary	  
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5	  –	  Change	  Management	  	  

Once	  the	  Baseline	  is	  agreed,	  published	  and	  fixed	  	  
•  The	  Original	  Budget	  should	  be	  FROZEN	  
•  Change	  Control	  should	  start	  and	  formal	  monthly	  change	  reviews	  

should	  be	  held	  and	  recorded	  
•  Approved	  Changes	  should	  be	  incorporated	  into	  the	  Current	  

Baseline	  (ONLY	  APPROVED	  CHANGES	  –	  need	  strong	  Governance)	  
•  Retrospec@ve	  Changes	  should	  be	  strongly	  discouraged	  
•  Con@ngency	  and	  Risk	  Management	  essen@al	  processes	  	  
•  Current	  Baseline	  should	  reflect	  realis0cally	  achievable	  targets	  	  

	  
When	  status	  and	  forecasts	  show	  significant	  variance	  to	  Baseline	  

raise	  a	  change	  for	  Management	  approval.	  
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5	  –	  Change	  Process	  within	  Monthly	  Cycle	  
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Crea0ng	  a	  Control	  Culture	  	  

•  Do	  not	  under	  es@mate	  the	  effort	  required	  to	  set	  up	  an	  
effec@ve	  control	  system	  

•  Once	  set	  up	  the	  team	  and	  contractors	  need	  to	  
understand	  how	  it	  will	  work	  

•  	  Training	  is	  essen@al	  (team,	  contractor	  and	  execu@ve)	  
•  Establishing	  a	  culture	  will	  take	  @me,	  start	  early.....	  
•  The	  0me	  and	  effort	  will	  be	  worth	  it	  	  

	  



2006 2007 2008 2009 2010 2011 
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

Controls Building Blocks in Place 

Baseline developed & Yellow Book Published 

Culture & Trust Established 

Systems Maturing 

Change Control implemented 

Monthly  & Quarterly Reviews 

Trending Process 

AFC process 

Monthly Trend Reviews 

Monthly Trend & AFC Reviews 

Simplify Baseline 

Schedule Integration maturing 

Support & Training 

Assurance, Support & Intervention (where necessary) 

Align Reporting 

London 2012 - Maturity Timeline 

Big Build; Completion Big Build; Structures Big Build; Foundations Design, Dig, Demolish 

Controls  
mature and  

fully functional 
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Integrated 
Project 
Controls 

The Plan & 
Physical 
Progress 

Design, 
Procurement and 

Construction 

Commercial 
Position 
Budget, 

Commitments & 
Outturn Costs 

Financial 
Position 

Invoiced and 
Accrued Liabilities 

In	  summary	  

With	  Earned	  Value	  
at	  it’s	  heart	  



	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Copyright	  @	  2011.	  All	  rights	  reserved	  

Ques0ons	  

Thank	  You	  


