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Tips from the experts: J. LeRoy Ward (Part 2)

Recently | spoke to J. LeRoy Ward, PMP, PgMP, Executive Vice President, Product
Strategy & Management, at ESI International about his top tips for project managers
handling project finances. You can read the first part of my interview with him here.
This is the final chunk, and J. LeRoy Ward explains how to start off with handling
project finances if you are new to it, and also gives some tips for handling budgets
on international projects.

If you are new to handling project finances what are the pitfalls you should be
looking out for?

One pitfall is not knowing what your ‘burn rate’ is. The burn rate can be defined as
the amount of cash you are spending (or burning through, thus the name) on a daily,
weekly, or monthly basis based on personnel and materials. When you know your
burn rate, you can look out into the future, calculate the time periods left, multiply
that by your burn rate and come within a reasonable estimate of what you are going
to be spending.

The second pitfall is not getting weekly information about expenditures. You need to
see this weekly ‘spend’ report if possible. While your organization may not support
project budgeting because the project is being supported by the organization’s
monthly accounting system, you need to create your own ‘set of books’ to keep track of things.

The third and final point I'll mention is to the ability to ‘authorize’ spending. Don't let just anyone have the authority because
it is best when you give the final OK to incur costs if it is feasible to do so (especially if they’re external costs such as
contractors). My old boss would tell me, “LeRoy, you are the only one to sign the checks. Don't let anyone else do that. This
way, you actually see 'what’s going out the door’.”

That’s really important. | think there are some project managers who are expected to manage project finances but
don’t have the ability to sign checks (or cheques, as we would write over here). That must make doing the financial
reporting really difficult. Do you have any other advice for project managers starting a project and getting the
finances in order?

Meet with your organization’s financial and accounting folks before getting started. Make sure you understand how the
organization’s accounting and P&L [profit and loss] statements work and how your project funding and spending get
reported in the ‘system.’ Lay down the ground rules at the beginning of the project as to who needs to authorize spending
and how financial reporting will be done. Also, if you're working across funding departments in your organization, like | do,
there will be ‘internal’ transfers of funds. A lot of money gets ‘lost’ in these internal transfers so it's wise to keep a close eye
on these.

Oftentimes, such transfers don’t happen right away but can be posted two or three months after the spending has been
done. Remember, you don’t need to be a CPA or Chartered Accountant to be good at the project financials; however, you
do need a fundamental understanding of how your organization accounts for project spending so that, when all is said and
done and the auditors are seated across the table from you, you will be able to answer all their questions.

That’s great advice if you are just starting out. What about people who are further on in their careers and who are
facing the challenges of handling budgets on international projects? What are the biggest things to be aware of?

Control is the main concern. As a project manager you need to know who is spending on what part of the project regardless
of where in the world that money is being spent. Keep track of things weekly if possible and conduct project financial
reviews often. Make sure that you are the one to approve all spending; if that's not possible, make sure that you approve
spending above a certain amount. Also, make sure no other project is using your project account for their activities.

It is critical that when you receive a report of funds spent from around the world, you are clear about what currency should
be used for the reports and how the currency conversion rates, if any, should be determined. | have seen project managers
receiving reports citing four different currencies, but because the currency was not stated on the report itself things got
confusing. Of course, the greater the difference in currency exchange rates between your project budget currency and
another currency, you easily can see the discrepancy, but when the currency exchange rate is close, it’s not so easy to tell.
For example, if my project funding is in U.S. dollars but I'm receiving reports in Indian rupees, the difference is great enough
that I'll notice something odd on the report. On the other hand, if my project funding is in Euros and | receive a report in
Sterling (Great Britain Pounds) | may not notice it right away because the difference between one pound and one euro is not
that great.

Hmm, the difference between sterling and the euro may fluctuate substantially in the months to come, but | see
what you mean - the difference is certainly not as big as between denominations of other currencies. Thanks very
much for your time and insights!
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Project management is one of the top 3 skills that employers are looking for in 2010. Are your skills up to
date? Get the latest on new and hot topics — from Agile to PMOs — at PMI's Mega SeminarsWorld® June 21-24 in
Orlando, FL! Nearly 40 seminars packed into one "mega" professional development event. Earn up to 30 PDUs.
Learn more. Reserve your seat today!

Project managers are in high demand. Learn how to develop the diverse skills necessary to manage and
coordinate complex projects to achieve strategic organizational goals. Walden's M.S. in Project Management
provides both the technical and management skills and tools to prepare you for the PMP exam and for a career in
project management.

Mindjet has teamed up with the Project Management Institute for an exclusive offer. Buy MindManager 8 for
Windows with the online training course, Mastering MindManager™ for Projects and earn 10 PDU credits for $498.
Save $100 and be one step closer to re-certification. Offer available on Mindjet.com!

Grow the business of you in project management with DeVry University's Keller Graduate School of Management.
We offer four project management programs accredited by PMI Global Accreditation Center (GAC): MPM; MBA with
PM concentration; MISM with PM concentration; and MNCM with PM concentration. You can also receive a GCPM—
Graduate Certificate in Project Management. Download a copy of The Power of Project Management.

"Too bad all the people who know how to run the country are busy driving taxis and cutting hair.”

- George Burns
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