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Objectives

Define budgeting and tg
o What is included in a b

gale for doing it

Introductio
o0 Picking thq@ri
0 Project mdgmh:



Budgeting




e Goal attainment

Budgeting — An Analytical
tool




Planning for Success

A Budget is:
« The part of fhaenlanniang cesssatadtimates an
organizatio oming

revenues.
A budgetis
A planto
A method ¢
A means of
AN onNgoiNg PIQEs

A tool for suste , and growth.
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Benefits of Budgeting

Track and control spengi
Ensure funditaaf opnais
Support fu
Provide a b«
ldentify kel |

|

|
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Provides a = \ j
)

Provides a
Allows for




Budgeting’s Relationship to
Planning




e Have a Vision
« SWOT analyg

e Business pl
« Key Perfor
e Source dat
 Forecastin
o Estimates

Where to Start




 Defines the optimal desi
business or what the

over time.

e Looks out5

VIsion




o Strengths

o Opportuniti

e Threats

S.W.O.T. Analysis

Defines v




e The result or achieveme

 Providesd
e Target,am
e Short and |

e SMART - spe

Goal

d which effort is

directed

and timely




Business Plan

A business plan is a writtg
business’s strateqy goine

A map to tgke yo - where
you want tc

Communic

Provides dirg
taking

Requires pdii

B(iption of a




e Measure in

Key Performance Indicators

« AKPlis a performance i
goal attainment.

e KPI’s should@eflec ‘ itical
actions or Vit

e Quantitativ

used to measure

« Leadingin
 Lagging in




e |nCcome sources

 Operating

. Transportatlo

Source Information

o Volume
o Storage
o Drying

o Blending

o Labor
o Energy
0o Maintena




 Quality reports
 |nventory reports
 Operating f@gports

e CustomerS

Source Information

0 Loading ugoael
o Drying
o Aeration

o Reliability
o Speed
o Complain

. Depreciation A

o Regu|a A




 Forecasting using historig

Forecasting vs. Planning

3. and trends to

predict future events

 Planningis @ § : tS SpeEm @R\ iONs to

support thefo : ,_\. _2- ‘ desired
goals or obj




e Estimate — an approximag

Estimates vs. Assumptions

ent or calculation
on the value of somethi Al based on some
iInput data @r prio g i Ce.

e Assumptio : Yolels \ .k~ ‘ue or
certain to |




Project Budgeting

Provides same functionadi annual budget

Scorecard f S LLEHE | 30 ainst real
time and d

Provides fo
manageme

Keeps proje
Supports pr




Capital Project Management




e Project Justj

 Approval Pg
o Selecting P@r:
 Work Break@lc
e Selecting

Factors in Capital Project
Management

* Project Selection

« Meeting th@ “Tripl

o COmmuniciiiae s

 Developing
e Contracts




« Procurement
* Insurance/
* Project site gnana
 Project Rev

Factors in Capital Project
Management




Criteria In Selecting a Project

Is the project critical to tk N or goal
attainment? =

Does the pi@ject ¢ = D PR JLISINESS

plan?

Is the proje« pliant?

Is the projec iy

viable?

Does the pi@j LN ON

INVestment Ve '

What is the ri-ct?
A




Aligning Capital Program to
Company Vision

e Importance of having ag ision and plan

”’\\
« Long term @nd she qctives

~ oS
| ' prOJect

’,ﬂ and fulfill
77

——

 Develop inqlc

o Capital proj
specific obj«




Selecting a Project

Projects fall into one of twqg

Satisfyin

e Voice of th@ |
Satisfyin




 Service
o Quality
* Reliabillity

 Repeatabill

Justifying a Project
Voice of the Customer




Enhanced Triple Constraint

Scope

Customer
Satisfaction

1§ Z
‘ .
—]
.-\J\.‘"



 Two categories

o Types of pr

Justifying a Project
\Voice of the Business

o Sustainabillit
o Continuouglimpro

o Volume or
o Cost redudmi
0 Income e

o Growth orne
o Goodwill




Financial Justification

 Time to pay back usuall n years

e Return on lrgveste

e Cash flow

 EXpense or

o Sustainability

percentag




Financial Justification —
Simple Years to Pay back

Cost of Project $ 500,000
Additional Expenses annually $ 25,000

Reduction of Expense Annually  $ -

Additional income annually $ 90,000
Annual income less annual expenses nets $65,000
Total project cost divided by annual net = 7.69 year to pay back

This simple calculation does not take into account the additional
interest cost on the borrowed money or possible increase in
required working capital for larger inventories.



Financial Justification —
Simple ROI

Simple ROI
Calculation
Divide the an
S65,000 / 500



 Requestor
 Developer
e Supervisor
 Engineerin
« Accountin
 Finance

 Regulatory
e Human Res

Approval Process

» Managemen

e Board A




Request for Expenditure

Request for Expenditure Date Submitted

Name of Project Submitted by

Reason for Project  Income Enhancement Cost Reduction
Safety Environmental
Other Regulatory Sustainability
Customer Service Quality
Other

General Description of project

Describe Benefits of project

Cost of Project Net impact on annual income

Years to pay back ROI

Estimated Completion Date

Potential Risk

Approval #1 Date

Approval #2

Approval #3




 Project Manager

 Project Tea

e« SupportTe

e Audit Team

Selecting Personnel




e Whatis to be done

e Whenisitt

e Howisitto

Work Breakdown

o Defined in detall
o Stay withi '

o Again be
o Are other

0 Be specifi
o Who cont

+ Who's it 10 Do

0 Be specific, skills requiredm,




 Develop indictors that wi

e Measurabl
e Reliable

« Agreed upon

Measurable Evaluation
Criteria

ou to review and
manage the progress In_ the work
breakdownrgsect




* Intercompany

O

e External

O

O O OO O O O O

Communications

Management, project te Ljeam, end users

Governme
Suppliers ¢
Engineerin
Contractog
Utilities
State, couyass _ .
First respond‘w
Neighbors',

Press




 Clear objectives and scg

e Time frame

o Quality issu

Developing a Bid Package




Developing a Bid Package

Site location — property 3
Location and descriptig

oogle Earth map
structures

c info

f bins

I

i

T
l l%tlon,

FUuture EXp o ———

cquipment b/

Safety Policies A

Method of

Method of
Processing
fumigation




 Reputation

o Quality
e Cost com
e Stand beh

e Licensed
e Availabilit

Selecting a Contractor

* Resources “ork

o Time
o People
0 Equipmen




* Your past experience

Selecting a Contractor

e Friends, ASy ik Se6

recommerfio
e Trade Public

 EqQuipmengs

o Competitds
 Engineering

e Financial s

e |nsurable




 Fixed Bid

e Time and

e Time and

e Cost Plus

Contracts




Contract




Contracts

Contract to be detaille
scope ( hogaam for

May includee oth NS Slge Nafety
rules, equij | | 1

Warrantiesi
Penalties
Insurance B

gh to convey the




 Allow for pic

Procurement

e Design / Build

e Customer eSO ME
equipmen
e New VS. USEC( :

0 Spread & ust labor




Insurance/Bonds/\Warranties

e Insurance (liability)
O Protects
O Protects gontr
O Protects

 Bonds (pe
o0 Provides§

- Warranties oIS
0 Prov%



Project Site Management

e Project manager on site omer

 Project mangage

o Safety rules
o Time site is ¢

e Hours contric

e List of subc«

e Lay-down yg




e Tools and equipment usg
o Utility acce
« Meals and gther [
e Emergencygc
e Hour slips
« Scope cha
e Quality insp
 Problem so

Project Site Management
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« Compare the finished pig

e Did the justilc

e Were all fin GG
« Was the projg
e Doest

Project Review

D the planned

product
 Was work dpne tC fined?
 Did the ph ted?

0 Cost redudic
O Income gdqig¢
0 Customer B

0 Requlator :
J o




Summary

acted” and provides
been done”

d thoughts

Budgets describe “whaty
measurement to evalus

Budgets are
that go inta

Avoid assu
Importance

Clear vision S - t results it
will provide :

A detailed sewyang all
aspects of M BIUCEL o COT.

Good com
parties




Summary

Methodology for medial
established up front

Take the tinfle to ©
Select the I .
Protect youss ‘

;

dlems should be

Budgets prc
project mage

Budgets kedr
Review the prQie







Disclaimer

This is a module intended for educati e and professional
essarily represent
requirements, nor
) ‘-\‘ A A [th needs. This
ential topics
1y have other
Q- variations
o \ ation, and

enforceable standards mdustry C
all possible solutiglinsainmheye::

program has be
associated with
policies not addi
from facility to fa
number of emp
will apply to yo
combinations off
to your operatiol;
on its economice

Mention of tradg@n 7ptions does not
imply or express & GEAPS, its
members, empld Jividuals.




