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Upon completion of Module 4, participants will be able to: 

• Develop internal Control Budget 

• Understand the basic principles for Commercial Performance Analysis and Management  

• PCS Updates and Forecasting 

• Understand the project cost-drivers, interfaces and dependencies 

• Management of contingency 

• Differences between WIP and Earned Income Management  

• Cash flow management 
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PROJECT CONTROLS DEVELOPMENT PROGRAM 

This Training Module is part 4 of an 8 modular training program designed to provide the participants 

with an overall introduction to the skills & knowledge required by Project Controls when executing an 

EPCM / PMC project. 

The complete training program consists of the following modules: 

Module 1  - Introduction To Project Controls 

Module 2  - EPC Schedule Development (including P6 user skills) 

Module 3  - Services Management (including InControl V8.0 user skills) 

Module 4  - Commercial Performance Management  

Module 5  - Introduction to TIC Cost Estimation  

Module 6  - TIC Management (including Prediction Plus / InControl V10 user skills) 

Module 7  - Schedule Risk Analysis (including Pert Master user skills) 

Module 8  - Cost Risk Analysis (including @Risk user skills) 

The aim of this document is to provide a hands-on guideline to assist the project controller in reporting 

and analysing internal commercial performance on projects.  
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“The engine 

that drives 

enterprise is 

not thrift, but 

profit”  

~ / ~ 

 John 
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1.1  “SHOW ME THE 

 MONEY !!” 

As WorleyParsons continues to 

grow and its profitability in-

creases, it is imperative that 

Senior Management, Project 

Management, Finance and 

Project Controls are safeguard-

ing the commercial status or 

‘health of its projects. 

The platform to review the com-

mercial status of the projects is 

the Monthly Commercial Re-

view meeting.  

During these commercial pro-

ject reviews the project perform-

ance report will be subject to a 

thorough commercial analysis 

on a monthly basis. 

Traditionally, the focus of a 

“heritage Worley” project/

program manager was always 

on getting things done: problem 

solving, managing work and 

planning. 

The finance group was always 

more worried about tracking the 

money: recognizing revenue, 

absorbing costs and forecasting 

the final impact on the com-

pany’s bank account. 

With the Parsons merger and 

the official launch of EMS/

WPMP, a new corporate direc-

tive was issued making all Pro-

ject Managers responsible for 

the commercial outcome of their 

projects. 

Nothing surprising about that, 

but for some WorleyParsons 

entities this was not common 

practise, and subsequently, this 

new directive required a change 

in mindset for some of the Pro-

ject Management and Finance 

departments. 

Project Managers were now 

expected to know the commer-

cial Terms & Conditions of their 

projects inside out, manage the 

project budget as if they were 

spending their own money, and 

pursue the project revenues  

with a vengeance, whether its 

‘external’ cash from a client or a 

cross-charge from another en-

tity. 

The Finance group suddenly 

had to provide cost input to the 

projects that was not just in  

accordance with generally ac-

cepted rules of accounting, but 

also in a format that made 

sense to the project breakdown 

structures. 

Financial systems and proc-

esses are usually not designed 

to work in a project-centric way. 

Their main functionality is to 

report the financial results for 

the Month End and the Finan-

cial Year-to–date periods.   

As a result, they are not ad-

dressing the unique realities of 

managing project costs. 

Project Cost Control systems 

and processes are predomi-

nantly designed to meet the 

Projects Managers’ requirement 

to deal with the uncertainties, 

the risks of project execution 

and to enable them to make 

intelligent management deci-

sions. 

The functionality of these sys-

tems is built around providing 

Project-to-date expenditure 

results (which could stretch 

over multiple Financial Years) 

as well as  accurate indications 

of where the projects are head-

ing (forecasts). 

If the project delivery group and 

the Finance department would 

operate and utilize the systems 

solely to reflect their own goals, 

it will be very likely that they will 

end up with two versions of  the 

truth.  

There’s nothing more unedify-

ing than a project manager and 

a finance director waving differ-

ent versions of the same report 

at each other. 

1.0 PREAMBLE 
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1.2  “LEAVE US ALONE; 

 THE PROJECT MAKES  

 A PROFIT!”  

The objective of every business 

is to generate revenue and to 

make profit.  

Considering that WorleyPar-

sons’ main (and arguably only) 

source of revenue is through 

delivery of projects, the expec-

tation is that each project 

should always be profitable by 

default. 

The measure of commercial 

success for a project is there-

fore not based on delivering just 

profit, but on delivering the tar-

get profit. 

Without a fixed and pre-agreed 

commercial target, project cost 

performance results can easily 

be twisted 

We only have to drawdown on 

past experiences to illustrate 

this: 

Project ‘X’ was recently com-

pleted, delivering a healthy 

profit of $ 10M on a contract 

value of $100M. With a very 

satisfied client and a 10% profit 

margin, the project manager 

was hailed for his overall per-

formance. 

In the same period, a smaller 

project  named ’Y’ was also 

closed out . The project man-

ager barely managed to ‘break-

even’, narrowly escaping a 

small loss by accepting a last-

minute discount request from 

the client on the last out-

standing variances.  

Although the client was very 

satisfied with the technical out-

come of the project, the project 

manager was internally criti-

cized for the projects’ poor com-

mercial performance and  

’crucified’ as an underachiever.   

If these projects were assessed 

against a fixed commercial 

target, the commercial perform-

ances of both projects (and 

project managers) could well be 

placed in a completely different 

perspective. 

For instance, if the agreed tar-

get for project ‘X’ was set at $ 

12M, than the project would 

have lost $ 2M of profit some-

where along the way, which  

hardly can be considered a 

commercial success. 

Based on today's’ average 

profit-margins, this would mean 

that WorleyParsons will have to 

secure another US$ 10M pro-

ject to recuperate this loss of 

profit on this project. 

On the other hand, project ’Y’ 

could well have been a 

‘strategic’ project, an opportu-

nity for WorleyParsons to dem-

onstrate its capability in an at-

tempt to get a foot in the door 

with a new client or market. 

It is not uncommon that strate-

gic projects compromise on 

price and even anticipate a 

small loss for the sake of bigger 

and more lucrative opportuni-

ties further down the line.  

From that perspective, bringing 

such a project in at “break 

even” would be an achievement 

worthy of the same accolades 

that are now received by project 

‘X’. 

1.3  TOOLS, PROCEDURES 

 AND METHODOLGIES  

By making the project manag-

ers accountable for the com-

mercial outcome of the project, 

WorleyParsons also assumed 

the responsibility for providing 

the project manager with the 

tools, procedures and method-

ologies to enable them to man-

age and control the internal 

commercial performance of the 

projects.  



“What’s the 

use of money 

if you have to 

earn it? ”  

~ / ~ 

George 

Bernard 

Shaw 
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To encourage consistency in 

format and content, WorleyPar-

sons adopted the PCS (Project 

Controls Summary) as its stan-

dard  WorleyParsons Report for  

reporting the project health.  

The layout and level of detail of 

a PCS reports can vary across 

regions depending on size and 

type of project, but as a mini-

mum it always contains Budget, 

Actual-to-date and Forecast 

information for the project.   

The cost Actual-to-date data 

are provided at the required 

cut-off date by the Finance 

department, while budget and 

forecast information is a re-

sponsibility of the Project Con-

trols function. 

The introduction and implemen-

tation of GBS (Global Business 

System) has shown significant 

improvements in aligning the 

‘actual-to-date’ numbers be-

tween Projects and Finance, 

traditionally an area of contro-

versy in project-centric business 

environments.  

GBS is an Oracle based inte-

grated HR & Finance system 

that is designed and configured 

using project accounting princi-

ples. 

The system, together with the 

associated work processes and 

code-structures, ensure that 

both the project view and the 

accounting view are kept in line. 

However, not all WorleyParsons 

entities are GBS enabled yet 

and some of these entities don’t 

have automated work proc-

esses that would drive clear 

understanding and agreement 

between Projects and Finance 

on how the project should be 

reported financially in accurate 

and meaningful way. 

To this end, this training module  

will provide directives and 

guidelines from a Finance, Pro-

ject Controls and Project Man-

agement perspective on: 

• Cost Recognition 

• Revenue Recognition 

• Taxation 

• Forex exposure 

• Profit Nett Margin 

• Reporting 

• Commercial Review Process 

In the second part of this train-

ing module, the participant will 

be applying these ‘playground’-

rules to update a monthly PCS 

report. 

 



2.1   TYPES OF COST  

We can differentiate four main 

types of cost: 

• Labour cost recognized 

though the timesheet system. 

(time-efforts) 

• Non-Labour cost recognized 

through accruals (Lump Sum 

commitments; Provisions etc) 

• Non-Labour cost recognized 

through receipts (Invoices, 

Expense claims etc) 

• Overhead Allocations 

To achieve alignment between 

Projects and Finance certain 

rules must be followed by the 

Finance, Project Controls and 

Project Management groups in 

terms of capturing and process-

ing the incoming cost-data. 

2.2  APPROVAL OF COST 

A number of issues can trip you 

up when managing project cost. 

Even when it is agreed what 

costs are going to be allocated 

to which project and how they 

will be calculated, there is still 

the issue of making sure that 

they are tracked accurately. 

The most inconvenient time to 

find out what costs you’ve been 

hit with is when you get the 

monthly accounting reports.  

Often, these reports lack the 

detail you need for traceability, 

and trying to get them clarified or 

changed can quickly turn into a 

“Mission Impossible”.   

In principle, no cost should be 

recognized as project-cost with-

out approval from the Project 

Manager.  

It is therefore mandatory that all 

WP entities will have a detailed 

workflow in place that prevents 

allocation of cost against a pro-

ject and WBS element without 

approval of the Project Manager. 

The WP entities that are GBS 

enabled are required to  capture 

cost against a project WBS and 

a Code of Account. 

Once captured, cost will flow 

automatically through a rigid,  

electronic approval cycle before 

they get posted to the accounts 

and recognized as a valid pro-

ject-cost .  

The GBS approval process en-

sures that both streams (Finance 

and Project Controls) are report-

ing from the same source cost 

information. 

The WP entities who are not on 

GBS yet will probably utilize less 

advanced and stand alone Fi-

nance systems to manage their 

accounts (read: not based on 

project accounting principles). 

These Finance systems will 

probably have multiple interfaces 

with the specific Project Controls 

tools. 

Further, chances are that there 

will be two separate cost-

structures existing in one busi-

ness environment: a Ledger-

based structure to facilitate ac-

counting requirements and the 

project execution structures 

(WBS) to manage project cost 

performance. 

The accounts ledger-coding will 

be the same across the business 

and projects, while the project 

WBS requires ultimate flexibility, 

since it is driven by specific pro-

ject/client/Improve contract-

requirements. 

Although project costs need to 

be approved and allocated to the 

project WBS/CoA by the project 

manager/controller, it is still com-

mon that some of these cost are 

entering the accounts directly 

without knowledge of the project 

(e.g. receipt of a ‘blanket’ travel 

agent invoice for all flights 

booked by the company over a 

specified period, regardless of 

project).  

Capturing cost against two differ-

ent cost- structures will eventu-

ally lead to extensive data-

mapping  between the two cost 

structures, with possibly some 

manual “slice & dice” efforts to 

make the shoe fit for both func-

tional requirements. 

This can result in misalignment 

in cost-recognition, different in-

terpretation of project results and 

confusion regarding data-

ownership. 
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“If you want 

to find the 

rabbit, you 

got to work 

the hat ”  

~ / ~ 

David 

Copperfield 
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The absence of automated 

checks & balances makes it 

even more important for all  

“non GBS” entities to have a 

sound time-and-expense re-

porting system in place as well 

as a bullet-proof sign-off proc-

ess for all cost that requires 

correct WBS code allocation 

and approval by the Project 

Manager before landing in fi-

nance’s in-box. 

2.3 LABOUR COST 

Capturing of  labour cost as 

well as the approval-routines 

are well defined in most WP 

entities. 

Labour cost is recognized via 

the weekly timesheet booking 

based on the “booked hours x 

cost rate” principle. 

Labour reports are available out 

of GBS or alternate Timekeep-

ing software when the weekly 

time-recording process has 

been completed.  

Raw Cost Rate   

The labour cost rate is built up 

using the following components  

• Gross Salary (including in-

come related tax)  

• Payroll Burden 

Example of a Salary Rate com-

putation  

Annual Gross Salary 

Gross Working Year 

E.g. Annual Salary of  $60,000 

60,000 

(40 hrs x 52 wks)=2080  

Salary Rate  = 28.85 per hour 

Note: the gross working year 

could vary between countries. 

Payroll burden is defined as the 

additional costs, beyond salary, 

to the company to employ an 

individual.  

Depending on location, calcula-

tion and maintenance of Em-

ployee Payroll Burden could be 

the responsibility of HR, Fi-

nance or even the Cost Man-

ager of Project Services De-

partment (GBS environment).  

To ensure accurate labour cost 

to date reporting, it is essential 

that the payroll burden of new 

staff, as well as revisions of 

salary & burden of existing 

employees will be updated in 

the Finance systems within one 

working-week (5 days) by HR 

Department.  

Example of Salary Burden com-

putation: 

a) Holiday & Sickness days as 

a % of the Gross Working Year. 

(will vary between countries) 

Nett Working Year = 2080 - 

256 = 1824 hrs 

Grossing up Holidays & Sick-

ness percentage to recover in 

1824 hours 

(12.32/1824) * 2080 =  14.05% 

b) Payroll Burden cost ele-

ments as a % of salary on a 

company basis. (Note: the cost 

elements can differ between 

countries) 

Gross up payroll cost elements 

to recover in 1824 hours: 

(15.0/1824) * 2080 = 17.10 % 

Salary Burden % = a + b 

14.05 + 17.10 = 31.15% 

Based on the computations of 

this example, the Gross Cost 

Rate of this employee will be 

Salary Rate = $ 28.85 + 

Salary Burden 31.15% = $8.99 

Raw Cost Rate = $37.84 

Proof: 

Annual Gross Salary = $60,000 

Salary Burden 15% = $9,000 

Total Salary & SB = $ 69,000 

Recovery via cost-rate: 

1824 hours x $37.84 = $69,020 

 

 Days hrs % 

Annual  

Holidays 
12 96 4.62 

Statutory  

Holidays 
8 64 3.08 

Sickness 

Days 
12 96 4.62 

Sum 32 256 12.32 

 PB Cost Elements % 

Superannuation/Provident Fund 5.0 

Employers liability insurance 1.0 

Personal Accident 0.5 

Medical insurance 1.5 

Allowances   1.0 

Life Insurance 4.0 

Workers compensation 1.0 

Sum 15.0 



IEWO staff 

Incorrect recognition of cost 

and revenue for IEWO staff can 

be a major contributor to under-

stated incurred cost and over-

stated profit.  

The appropriate cost recogni-

tion method for IEWO staff will 

depend on the basis of the 

IEWO agreement between the 

WorleyParsons entities: 

• Reimbursable IEWO agree-

ment 

• Lump Sum IEWO agreement 

If IEWO-staff are charged to the 

client based on approved time-

sheets and agreed contract 

rates, it is mandated for the 

“host” entity to have a reimburs-

able IEWO agreement in place 

with the “supporting” entity. This 

is to ensure  that the required 

back up for client invoicing is 

fully transparent.  

IEWOs on lump Sum basis can 

only be considered if: 

a) there is a defined scope of 

work between the two Worley-

Parsons entities 

b) the project in the “host” loca-

tion is also on Lump Sum basis. 

Lump Sum IEWOs are consid-

ered Non Labour costs and as 

such discussed in section 2.4 

Non Labour Accruals  

Reimbursable IEWO staff 

The method of cost recognition 

for reimbursable IEWO staff 

can be differentiated in 3 cate-

gories: 

1) Cost recognition when both 

entities are GBS enabled 

2) Cost recognition when only 

the “host” entity is GBS en-

abled. 

3) Cost recognition when only 

“supporting” entity is GBS 

enabled or when both entities 

are not GBS enabled. 

1) Both entities are GBS en-

abled - Because GBS is a 

global single instance system, 

the project can utilize the cost 

information of all resources that 

are authorized to charge to the 

project from one source. 

The project will accrue cost and 

revenue of the IEWO staff as 

per their man-hours bookings.  

Within the projects module of 

GBS, the Transfer Price Sched-

ule (IEWO) rate will be used as 

their cost rate.  

It is imperative that the Transfer 

Schedule rates are correctly set 

up in GBS to avoid IEWO em-

ployee “raw” cost-rates being 

reported instead (meaning Sal-

ary & Salary Burden rates only).  

Failing to do so typically results 

in under-reporting of cost (host 

entity) and revenue (supporting 

entity). 

The IEWO costs will be recog-

nized once the inter-company 

invoice has been processed 

between supporting (Accounts 

Receivable) and host office 

(Accounts Payable).  

Inter-company invoicing should 

ideally be run during weekend 

processing to avoid delay in 

transfer price recognition.  

If the inter-company invoicing 

process is not run, the project 

will only recognize “raw”-cost 

and not the “true” cost. 

2) Only “host” entity is GBS 

enabled - IEWO staff of the 

supporting entity are adopted 

as “contingent” employees by 

the host location.  

IEWO staff will be assigned a 

“contingent” Staff ID and are 

expected to submit a weekly 

timesheet into GBS, booking 

their time against the appropri-

ate project coding structure 

(WBS/COA) and following the 

projects’ approval procedures 

and time-line. 

The IEWO-rate of the IEWO 

employee will be his/her cost-

rate, and can include other 

direct costs such as mobilisa-

tion, accommodation etc. 

The agreed project contract-

rate will be the charge-rate for 

the IEWO employee (bill rate). 

The project will accrue the cost 

and revenue of the IEWO-staff 

as per their man-hours book-

ings. 
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As the cost is already recog-

nized on the project via the man 

hour bookings, the actual in-

voice received from the sup-

porting entity for the IEWO staff 

will not be booked to the project 

upon receipt, but posted into an 

Contingent Worker Clearing 

Account in the balance sheet 

for reconciliation with the actual 

approved project cost. 

This way understated monthly 

incurred cost (and overstated 

profit) due to delayed received 

IEWO-staff invoices is no longer 

an issue. 

In addition to the above, the 

IEWO-staff will also continue to 

follow the weekly timesheet 

routines in their respective  

home entities. A project will be 

initiated in the supporting entity 

for the secondment of IEWO-

staff.  

The cost-rate calculation will be 

as per section 2.3 - Labour 

Cost, while their charge-rate is 

as per IEWO agreement with 

the host location. 

Note: To avoid double-dipping 

in turnover and cost when con-

solidating the results for the 

entire region, it was agreed that 

only the cost and revenue and 

man-hour-bookings of the Host-

location (Project Owner) will be 

recognized for regional consoli-

dation purposes. The location 

providing the resources to the 

Host location (Project Owner) 

will identify the project as an 

“Internal Project” in order that 

the ratification of revenues and 

profit at a regional level can be 

ratified.  

3) Only  “supporting” entity is 

GBS enabled or both entities 

are not GBS enabled  

If neither the host entity or both 

entities engaged in the IEWO 

agreement are GBS enabled, 

the IEWO employees will be 

assigned a “temporary” Staff ID 

and included in the time-

booking system as an “own” 

employee.  

A unique identifier may have to 

be added to exclude the em-

ployee from the host entities 

pay-roll system. 

All other routines are identical 

to the method described for 

“Only host location is GBS en-

abled”;  

• The IEWO-rate of the em-

ployees will be used as their 

cost-rate, and the agreed 

contract-rate as their charge-

rate.  

• The project will accrue the 

cost and revenue of the 

IEWO-staff as per their man-

hours bookings. 

• As the cost is already recog-

nized on the project, the ac-

tual invoice for the IEWO 

staff will not booked to the 

project upon receipt.  

• Upon receipt of the invoice 

from the supporting entity, 

Finance will post the received 

invoices into a Clearing Ac-

count, and reconcile them 

with the project cost at Month 

end on corporate level. 

Subcontracted or Seconded 

Staff 

The rules for external sub con-

tracted and seconded staff are 

identical to the directives for 

IEWO staff described in 2.2 

Subcontracted Staff that are 

reimbursable to the client are 

adopted by host-entity as either 

“contingent” employees or 

“temporary” staff  and will be 

assigned “contingent” or 

“temporary” Staff IDs.  

The contractor is expected to 

submit a weekly timesheet to 

the location of the contract-

owner, booking their time 

against the Projects’ coding 

structures and following the 

projects’ approval procedures 

and dead-line. 

The Charge Rate to WorleyPar-

sons of the Sub-contracted 

employee will be his/her cost-

rate to WorleyParsons, while 

the agreed project contract-rate 

will be his/her charge/sell-rate 

to the client.  

“I spent most 

of my money 

on booze, 

women and 

fast cars. The 

rest I just 

squandered”  

~ / ~ 

George Best 



The project will accrue the cost 

and revenue of the subcon-

tracted-staff as per their man 

hour booking. 

As the cost is recognized on the 

project as labour, the invoice 

from the contractor for their 

seconded staff will not be 

booked to the project.  

Upon receipt, Finance will post 

the received invoices into an 

Agency Clearing Account in the 

balance sheet, and reconcile 

them with the approved project 

costs.  

Therefore, it is essential that 

Finance Department to be noti-

fied who are the contingent 

workers to prevent wrongly 

postings to projects.  

As with the IEWO cost recogni-

tion methods, this practise will 

prevent understated incurred 

cost and overstated profit due 

to the delay in received subcon-

tract invoices. 

2.4 NON LABOUR COST 

 (ACCRUALS) 

Cost accruals are the estimated 

dollar value of costs incurred for 

goods or services received, but 

for which an invoice has not 

been received. Accrued costs 

are reversed the following 

month in anticipation of invoice 

receipt. (Note: accruals for Pro-

visions will be discussed sepa-

rately on page 13) 

As part of the financial month 

close process (GL Close), pro-

ject controls will inform the Fi-

nance department what project 

accruals and provisions are 

required for the month. Once 

reviewed and where necessary 

adjusted the costs will be en-

tered as accrual costs into GBS 

or alternate Finance system for 

monthly reporting. 

Lump Sum IEWOs 

When a Lump Sum agreement 

is in place between two Worley-

Parsons entities, the IEWO 

should be treated as an 

‘external’ Lump Sum Contract.  

Cost is accrued on the project 

as a non-labour cost using the 

following calculation: 

IEWO Value x % Complete 

Progress should be verified and 

approved by the Project Man-

ager and submitted by Project 

Services to Finance at Month 

End cut-off. 

The supporting entity will be 

required to set up a local pro-

ject for capture of cost, revenue 

recognition and invoicing 

against the lump sum scope of 

work. 

Lump Sum Sub Contracts 

The rules for cost recognition 

for external Sub Contracts and 

Sub Consultants are identical to 

the directives for Lump Sum 

IEWOs 

Cost for LS subcontracts is 

accrued using the following 

calculation: 

Subcontract Lump Sum Value x 

% Complete. 

Progress should be verified and 

approved by the Project Man-

ager and Subcontract Cost 

Accruals will be submitted by 

Project Services to Finance at 

Month End to allow cost accrual 

to be entered into GBS. 

Provisions and Contingen-

cies 

Provisions and contingencies 

are established either at the 

bidding stage or during the 

project execution stage and 

approved by the CEO, GM or 

PM depending on the size of 

the provision made at the time. 
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It must also be noted that provi-

sions /contingencies must be 

reviewed on a regular basis to 

ensure it reflects possible 

changes to the project operat-

ing environment.  

Provisions have specific defini-

tions in financial terms and 

there are specific requirements 

per the financial guidelines, and 

as such will be adhered to 

within the financial reporting. 

Contingencies are project man-

agement responsibility and will 

not be reflected in the financial 

reports. 

Provisions 

A provision is a sum identified 

to meet the cost of an event, 

which if it occurs, may take 

place after project completion 

but during the warranty period, 

(the so called known un-

knowns).  

The amount provided should be 

the best estimate and based on 

past experience, contractual 

obligations and customer rela-

tions.  

In general the amount provided 

is for meeting the contractual 

obligations during the warranty 

period and liquidated damages 

for any delays or non perform-

ance.  

For example, Projects with spe-

cific clauses such as Defect 

Liability Period (DLP), Warranty 

Period (WP) etc. (so called 

known unknown’s) provisions 

can be allowed for in a separate 

project ‘non-labour’ category.  

For Reimbursable projects, 

Project Controls will provide the 

Provision amount to Finance 

Department for accruals into 

GBS or alternate Finance Sys-

tem. 

For Lump Sum projects, Provi-

sion amount will be included in 

the cost to complete thus pro-

vided as expected future cost to 

spend if needed. 

Provisions will be based on 

proper valid reason/back-up in 

order for Finance to take this 

accrued cost into the accounts. 

Contingencies 

This is where a sum is  identi-

fied  to meet the cost of a future 

or unknown event, (the un-

known unknowns) which if it 

occurs, will take place during 

the project execution stage, this 

contingency may also be util-

ised to cover such issues as 

cost over runs,  procurement 

under pricing and sub-

contractor delays.  

Contingency is held by project 

management, and is generally 

provided for lump sum projects, 

but could be provided for in 

some circumstances on reim-

bursable contracts.  

Contingency drawdown guide-

lines are provided in Module 1 - 

Introduction to Project Controls. 

2.5 NON LABOUR COST 

 (RECEIPTS) 

Non-labour expenses will be 

received and entered into AP  

(Accounts Payable) by the fi-

nance department.  

All expenditures entered into 

GBS or alternate Finance sys-

tem must be registered against 

a project and WBS & Code of 

Accounts.  

Finance will match the expense 

with a Requisition/Purchase 

Order and match the expense 

to the project and WBS.  

Where allocation to the correct 

project/WBS is unclear finance 

will ask project and cost custo-

dians for non-labour booking 

details.  

Once entered into the Finance 

System non-labours will go 

through a two step approval.  

The non-labour will be checked 

for correct coding and cost by 

the “Project Controller”, if pro-

ject has an allocated project 

controller key member type, 

before undergoing Project Man-

ager Approval. 

The exception to this is non-

labours cost that are part of 

employee payroll burden, as 

these costs have already been 

allocated to projects, through 

the payroll burden in the cost 

rate. 

Therefore Finance will enter 

these expenses directly into AP 

against the burden account.  

This account can then be peri-

odically reconciled, by finance, 

against payroll burden and the 

over/under recovery will be 

allocated back to the entity’s 

bottom line (in other words, 

Salary burden under or over 

recovery should never affect 

the projects’ P & L) 



2.6 OVERHEAD COST 

Overhead, overhead cost or 

overhead expense refers to an 

ongoing cost of operating a 

business  such as  office rent, 

gas/electricity, management, 

office support staff wages, legal 

fees etc. 

In WorleyParsons, overhead 

can be classified under 3 head-

ings: 

• Operational Overhead 

• Non Operational Overhead 

• Business Unit Overhead 

The Operational and non-

operational Overheads directly 

effect the project bottom-line. 

The Business Unit Overhead 

only impacts the bottom line of 

the Business Unit  (CSG) and 

their EBIT contribution (Earned 

Before Income Tax) to the en-

tity’s bottom line.  

As mentioned in Chapter 1.1, 

Project Managers are responsi-

ble for the commercial outcome 

of the project.  

It is worth highlighting that there 

are differences in view between 

the WorleyParsons regions on 

what this really means in terms 

of delivering the projects’ P & L 

(Profit & Loss)  

In some regions the Project 

Manager is responsible for 

delivering the target Project 

Nett Profit margin, while in 

other regions their responsibility 

stops at delivering the Gross 

Profit targets. 

The Nett Profit Margin is the 

Gross Profit Margin minus Op-

erational and Non Operational 

Overhead allocations. 

In WorleyParsons, there are 

currently two common business 

practises to allocate overhead 

cost to projects; 

• allocation via a fixed esti-

mated hourly rate multiplied 

by the chargeable man hours 

(so called “Standard Cost-

ing”)  

• or discretionary distribution of 

monthly overhead cost to the 

projects by the Finance de-

partment. 

Although there are strong argu-

ments for and against both 

overhead allocation practices, it 

is generally acknowledged that 

in environments where the dis-

cretionary distribution method is 

applied,  project managers 

can’t be held accountable for 

delivering a Nett Profit  target, 

simply because they won’t be 

able to control (or forecast) the 

overhead cost. 

In those entities, the project 

manager is responsible for 

delivering the Gross Profit Mar-

gin. 

In entities where Standard 

Costing is practised, the project 

manager will be accountable for 

the Nett Profit Margin.  

Computation and maintenance 

of these fixed overhead rates is 

a Finance responsibility, how-

ever, it is important that the 

Project  Controller is aware of 

how these rates are built up. 

Operational Overhead 

Where time cost and expense 

can be directly attributable to a 

specific project then the alloca-

tion must be to the project as a 

project expense.  

However, there are also costs 

associated with providing a 

service (or goods) to the Opera-

tions that cannot be directly 

attributed to any one project in 

particular. 

These costs are treated as 

operational overhead cost. 

When applying the Standard 

Costing methodology, these 

overheads are allocated to pro-

jects via a fixed overhead rate 

per hour, based on the time 

sheet allocation of man-hours 

(defined as “chargeable man-

hours”):  

Operational Overhead rate x 

chargeable man-hours 

The same Operational Over-

head rate is applied to time 

bookings across all projects.  

Page 14 

PCDP Module 4 - Internal Commercial Performance 
Rev 0 



“If I had to 

live my life 

again I’d 

make all the 

same 

mistakes - 

only sooner ”  

~ / ~ 

Tallulah 

Bankhead 

Page 15 

PCDP Module 4 - Internal Commercial Performance 
Rev 0 

The hourly Operational Over-

head rate that is charged to 

projects is therefore the same 

for all staff employed by that  

entity. 

In cases where an employee is 

seconded to the client office (JV 

partner office) or site office, a 

specific operational overhead 

can be calculated and applied 

to these employees whilst out 

of the home office.  

The computation of the over-

head rate is based on the budg-

eted cost of overhead time and 

expenses for that Financial 

Year (set at a breakeven level) 

and is used as a standard for a 

fixed period of time, which is 

generally for a period of one 

year.  

Total Oper. O/H Amount for FY 

Chargeable man-hours for FY 

The rate is computed during the 

annual budgeting process by 

Finance and requires monitor-

ing on a quarterly basis to en-

sure that the over /under recov-

ery is at a reasonable level. 

If  a substantial variation in 

recovery occurs then the rate 

must be adjusted to reflect a 

changed situation.  

In such event, the new adjusted 

overhead rate will only be ap-

plied to all future time bookings, 

across all projects. (so no ad-

justment to historic cost) 

It is very important that the 

standard operational overhead 

rate charged to projects is rea-

sonably accurate, as incorrect 

standard rates could lead to 

large inaccuracies in overhead 

recovery (over/under).  

This leads to a substantial pro-

portion of the profit or loss ap-

pearing as a over/under recov-

ery in the Company’s profit and 

loss rather than reflected in 

individual projects profit & loss 

and therefore in the contract 

margin. For this reason it is 

important to review the rate on 

a quarterly basis. 

When applying the Discretion-

ary Overhead Allocation 

method, the Finance depart-

ment allocates the monthly 

incurred overhead cost as they 

occur and as they see fit.   

Unlike the Standard Costing 

method, this method is very 

suitable for manipulation.  

Discretionary allocation of over-

head cost makes it relatively 

simple to make the Nett Profit 

performance of one project look 

better by getting overhead 

charges assigned to other pro-

jects, hence the reluctance of 

Project Managers to take on 

Nett Profit responsibility for their 

projects in such environments.  

Below are a few examples of 

costs that can defined as Op-

erational Overheads. The list 

can vary between entities and 

regions:  

• Time cost Technical depart-

ment coordination 

• Computer Services (license 

fees, lease rental and depre-

ciation) *Note 1 

• Building Services (utilities, 

rents, depreciation of furni-

ture, telephones/telex, build-

ing insurance) 

• Reprographics Department 

• Training (engineering and 

other operational staff) 

• Company cars (operational 

staff) 

• Technical fees 

*Note 1 – Each location is ex-

pected to list all software that is 

utilized for normal operations 

and include in the calculation of 

Operational Overhead. All spe-

cialized software that is ex-

cluded will be charged to Pro-

jects as specific Non-labour 

costs and should be budgeted 

within the project’s control 

budget. 

Non Operational Overhead 

The Non Operational Overhead 

can be summarised into the 

following three categories: 

• Entity or Location Corporate 

Overhead 

• Regional Corporate Over-

head 

• Global Corporate Overhead 

The global, and regional Corpo-

rate overhead budgets covers 

for the global and region man-

agement and support services 

and will be provided by the 

regional Finance Manager.  

This will be in the form of an 

allocated budget figure. In a 

Standard Costing environment, 

the entities will distribute this 

amount across the predicted 

chargeable man-hours.  



The Entity or Location corpo-

rate overhead covers the cost 

for departments of a general 

nature and associated ex-

penses for that entity.  

It is also referred to as 

“corporate services depart-

ments”, due to the nature of the 

service provided, such as the 

Finance and Human Resources 

etc.  

Below a list of examples of 

costs that would be classified 

as Entity corporate overheads: 

• CEO/General manager 

• CSG/BU Manager(s) 

• Finance department 

• Legal& Contracts group 

• HR department 

• Technical fees 

• Cost of cars (corporate staff) 

In a Standard Costing environ-

ment, the Non operational over-

head will be recovered based 

on the same concept as used 

for Operational Overhead re-

covery; a fixed rate per hour, 

charged via chargeable man 

hours to projects. 

The recovery rates for both 

Operational and Non Opera-

tional overheads are set annu-

ally as part of the budget proc-

ess.  

To monitor under and over re-

covery against the budget, a 

review every quarter is advised 

in order to revise if there are 

major inconsistencies in the 

recovery rates. 

Business Unit Overhead 

Many WorleyParsons entities 

are multi-CSG (Customer Sec-

tor Group), meaning that the 

entity delivers projects across 

the 4 main CSGs: Infrastruc-

ture, Minerals & Metals, Hydro-

carbons or Power.   

The entity CSG managers are 

called Business Unit General 

Managers (BUGMs) and unlike 

the Regional and Global CSG 

managers, the BUGMs do have 

“Bottom Line” responsibility.  

Subsequently, multi CSG enti-

ties have a requirement to track 

and report Business Unit cost 

performance on a monthly ba-

sis.  

Each Business Unit can have 

its own specific overheads, 

such as cost for Business De-

velopment efforts, specialized 

tools, stand-by time etc. 

To avoid projects subsidizing 

the BU overhead of another, 

the specific Business Unit over-

heads are separated from the 

entity’s Operational and Non 

Operational overheads and 

recovered in a different way. 

The business unit overhead is 

to be kept to a minimum and 

shall be limited the costs asso-

ciated with the following: 

• Business Development and 

Marketing by CSG/BU 

• Strategic CSG Initiatives 

• “Special” Tools 

• Non billable time / Under 

utilisation of CSG/BU specific 

resources 

The Business Unit Overhead 

(BUOH) will be maintained as a 

budget number, and need not 

be calculated into a man-hour 

rate, i.e. it will be treated “below 

the line” in terms of project per-

formance. 

This means that Business Unit 

overheads do not impact pro-

ject cost performance, and are 

therefore not relevant to Project 

Delivery. 

The Business Unit P & L per-

formance and recovery of their 

budgeted BU overhead is the 

responsibility of the BUGM and 

not a Project Controls function! 
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The following section outlines 

the Revenue-to-date recogni-

tion methodologies and proce-

dures for the following contract-

types: 

• Reimbursable Projects 

• Lump Sum Projects 

The revenue-to-date recogni-

tion on projects is governed by 

policy documents issued by 

WorleyParsons policy docu-

ments 2-0001 to 2-0005. 

The Accounting Policies can be 

found in the Global Finance 

Website via the Finance & Ad-

ministration link on the NOW 

page, and states the following 

in Summary: 

Reimbursable Contracts 

Policy Document 2-0001 Cost 

Plus Contracts:  

The treatment of reimbursable 

contracts in terms of the recog-

nition of revenue is based on 

reimbursability of booked hours 

and non-labour expenditures. It 

is the responsibility of projects 

to provide the project bill rates 

for input into GBS or alternative 

Finance systems to allow 

weekly recognition of revenue. 

Lump Sum Contracts 

Policy Document 2-0002 Fixed 

Price Services Contracts:  

Finance recognizes revenue on 

Lump Sum projects using the 

following calculation: 

% Complete x Contract Value. 

The % Completion calculation 

used for Revenue Recognition 

is “cost-based” rather than 

“Earned” (physical progress):  

Total cost  to date      

Forecast cost at completion 

x 100% 

“Total cost to date” should 

include all cost accruals. 

“Forecast cost at completion” 

should always include contin-

gency (if any) to ensure that 

Finance does not automati-

cally accrue project contin-

gency as revenue into their 

accounts.  

This recognition rule also ap-

plies If the contract has specific 

milestones that requires a sign 

off by the client.  

A Milestone Progress payment 

agreement is an agreement 

between the client and Worley-

Parsons on how and when the 

client will be invoiced for the 

services provided and has no 

relevance to  the way  revenue 

is recognized. 

Although the Finance revenue 

recognition formula is solely 

used for financial reporting pur-

poses,  the values required for 

the formula are sourced from 

projects.  

The cost based revenue recog-

nition method prevents over 

recognizing of profit (Revenue-

to-date minus Cost-to-date). 

In the event that the project 

forecasts a loss (at completion),   

the loss must be recognised in 

full in the income statement.  

Recognized Revenue versus 

Earned Income 

The “recognized revenue” value 

generated by finance formula is 

not to be confused with another 

essential revenue value gener-

ated by Project Controls/

Management; the  so called 

Earned Revenue or Earned 

Income. 

For Reimbursable projects both 

the Recognized Revenue and 

Earned Income values are iden-

tical.  

When executing a Lump Sum 

project there is a significant 

difference. 

The Earned Income calculation 

rule looks exactly the same as 

the Finance Recognized Reve-

nue calculation-rule, (% Com-

plete x Contract Value), how-

ever the % Complete is based 

on physical progress (Earned 

Value), and has no relation to 

the cost incurred on the project. 

They also serve a different pur-

pose;  Earned Income value is 

used for invoice management 

(Unbilled Earned Income), while 

the Recognized Revenue value 

is used to compute the WIP 

(Work In Progress).  

Chapter  6.0 will explain the 

differences between UEI and 

WIP in greater detail. 

3.0 REVENUE RECOGNITION 
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Service and Corporate Tax 

In principle, all corporate taxes 

(which will vary from country to 

country) and service taxes such 

as GST are to be taken outside 

the project. 

With-holding Tax 

With-holding Tax is an amount 

withheld by the party making 

payment to a party outside the 

country and paid to the Inland 

Revenue Department of that 

country. 

With-holding Tax can be appli-

cable in situations where WP 

personnel is seconded to exter-

nal clients outside the country 

of establishment or through 

IEWO agreement with other WP 

entities.  

When providing services to 

party’s outside the country of 

establishment, the project man-

ager should check whether 

there are any With-holding Tax 

rules and regulations applicable 

in that country and if so, include 

this into the selling-rate. 

There have been numerous 

instances where failing to do so 

has wiped-out entire profit mar-

gins! 

Permanent Establishment 

risk 

A permanent establishment 

may be defined as a fixed place 

of business through which ac-

tivities of an organization are 

wholly or partially carried on. 

In the event of secondment of 

WorleyParsons personnel to a 

country where there is no 

WorleyParsons presence, 

WorleyParsons can be exposed 

to Permanent Establishment 

risk. 

Simplified, the duration of the 

secondment should not exceed 

the maximum period applicable 

in that particular country (can 

vary per country), otherwise the 

Inland Revenue department of 

that country will treat Worley-

Parsons as if it established a 

permanent business in that 

country.  

Project Managers should con-

tact the location finance depart-

ment or WP taxation depart-

ment in Sydney for advice on 

the inter company taxation ex-

posure on any given project. 

Further, they should also re-

quest advice on the potential 

exposure with respect to the 

“Permanent Establishment” 

risks associated with the place-

ment of project personnel in a 

given location, as any potential 

costs generated from these 

project activities will be consid-

ered project costs. 
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Projects can be exposed to 

foreign exchange risks due to: 

• a difference between Project 

Revenue-currency (contract  

value) and Project Cost cur-

rency (expenditure) 

• large portions of subcon-

tracted work scopes in a 

currency that is different from 

the Project Cost currency 

The WPMP dictates that,  the 

project / proposal manager 

should contact in the first in-

stance WP treasury in Sydney 

via their Finance department.  

In the case where Treasury 

agree to manage the project 

FOREX exposure, the project 

will treat all exchange rates as 

fixed at the rates at project ini-

tiation (so called “Project 

Rate”), and reports will be 

based on these rates for the 

duration of the project.  

Should Treasury decline to 

manage the FOREX, (e.g. be-

cause the exposure amount 

does not meet the minimum 

criteria set by Treasury), then 

the project manager and Busi-

ness Unit General Manager/ 

Location Manager should agree 

on the measures to be taken at 

a location level to manage the 

risk (e.g. hedging) or it can 

accept the FOREX risk as a 

potential project cost. 

In this event, project reporting 

will be based on a fixed rate 

(which is the exchange-rate at 

the contract award date), and 

the FOREX pain or gain should 

be reflected as a cost line-item  

in the cost report.  

To illustrate this, see below an 

example of a project where the 

contract value is in US $ and 

the cost is managed in Malay-

sian Ringgit. 

In any event, it is acknowledged 

that managing currency fluctua-

tions is outside the control of 

the Project Manager and that 

the impact  (pain or gain) of 

FOREX fluctuations should be 

taken outside their P & L tar-

gets at project completion. 

5.0 FOREIGN EXCHANGE EXPOSURE 

Project X (“As-sold” values) 

Contract Value (USD) $ 2.0M 

Contract Value (MYR)    7.0M (1USD = 3.5 MYR) 

Control Budget (MYR)    6.2M 

Target Profit (MYR)    0.8M 

Project X (Status) 

Physical Progress  60% 

Cost-To-Date (MYR) 3.8M 

EAC (MYR)  6.2M 

Invoiced-To-Date (USD) $ 1.2M 

Finance Report : Day rate  

Finance  (USD)  (Day-rate)  (MYR)  

Invoice 1 ( 25% Progress)  $ 0.5M  (1USD = 3.55 MYR)  = 1.775M  

Invoice 2 ( 15% Progress)  $ 0.3M  (1USD = 3.48 MYR)  = 1.044M  

Invoice 3 ( 20% Progress)  $ 0.4M  (1USD = 3.42 MYR)  = 1.368M  

Total Invoiced  $ 1.2M   = 4.187M  

Profit-to-date (MYR)  4.187M – 3.8M = 0.387M (Total “Day-rate” revenue - Cost-to-date)  

PCS: Fixed project rate applied for Revenue, Forex as Cost item  

Projects (PCS)  (USD)  (Fixed Project Rate)  (MYR)  

Total Invoiced   $ 1.2M  (1USD = 3.5)   = 4.2M  

Forex Cost (MYR)  (4.2M – 4.187M)    = 0.013M  

Profit-to-date (MYR)  4.2M – 3.8M – 0.013M = 0.387M (“Project rate” revenue – Cost – Forex Cost)  



“Cash” is king 

It is imperative that the Billings/

Invoices are signed off by the 

project manager in a timely 

manner and submitted to the 

client on the due date. 

This will enable the client to 

make payments on the due 

date and improve the cash flow 

position of the project. 

If issues arise, these should be 

taken up by the relevant Project 

Manager and cleared urgently. 

In addition, any debts out-

standing for over three months 

must be highlighted by Finance 

to the Project Manager for ur-

gent action.  

In the first instance the monthly 

invoice generated for billing the 

client must be prepared in ac-

cordance with the contractual 

requirements, reviewed by the 

project manager and then be 

submitted to the client. 

Generation of the draft invoice 

and draft invoice backup is the 

responsibility of project con-

trols, under project manager 

instruction.  

This draft invoice should then 

be manually signed off by the 

project manager, before being 

released to AR (Account Re-

ceivables).  

Projects provide the back up for 

the invoice. Finance (AR) is 

responsible for generation of 

the invoice coversheet, provide 

additional contractual required 

back-ups (if applicable) and 

issue of the invoice to the cus-

tomer. 

Time-line and procedures 

(including approval signatures) 

surrounding month-end invoic-

ing will have to be agreed (and 

documented) between Project 

Services and Finance in each 

location. 

The collections of funds is as 

critical as the invoicing process, 

and therefore it is required that 

the finance department contact 

the client (finance department) 

one week prior to the payment 

due date to ascertain whether 

there are any issues regarding 

timely payment. 

If so, the project manager will 

be notified and it will be his 

responsibility to take up the 

issues with his counterpart and 

resolve them. 

If any amendments need to be 

made to the invoices or if  there 

is  a requirement for creating a 

provision for bad debt, Finance 

has to inform the project man-

ager.   

The WorleyParsons policy on 

collections/doubtful debts is 

captured in Finance Policy No. 

2-0006, which can be accessed 

via  the Global Finance Website 

under the Finance & Admini-

stration link on the NOW page.  

Invoice status and ageing re-

ports should be made available 

to Project Controls with in GBS 

or alternate Finance system.  

The Invoice and Payment Re-

ceived Values should be exclu-

sive of Service Tax. 

WIP management 

WIP (Work In Progress) is the 

value of the unbilled work per-

formed and is calculated as 

follows: 

For Lump Sum (LS) Projects: 

“Revenue To-Date” minus 

“Invoiced-To-Date”, where 

“Invoiced-to-date” is the sum of 

all the invoices for a particular 

project. 

For Reimbursable (RE) or Re-

imbursable with CAP (RC) or 

Secondment (S) type of Pro-

jects the WIP is calculated as: 

Total Sell Value-to-date 

(charged man-hours + non-

labours) minus Invoiced-to-

date. 

In Chapter 3.0 Revenue Recog-

nition; it was mentioned that 

there are two different values 

that could be classified as 

“Revenue-To-Date’; 

“Recognized Revenue” and 

“Earned Income”. 

The Finance WIP value is a 

cost based calculation that re-

turns a conservative revenue 

value for work that is already 

done, but not yet invoiced to the 

client. Finance calculates the 

revenue-to-date by adding the 

WIP value to the total invoice 

value-to-date.  Generating the 

WIP is a Finance responsibility. 

The Unbilled Earned Income 

value is the “client recognized” 

revenue value of work that is 

already done, but not yet in-

voiced to the client. The UEI 

value is used as an Project 

Management indicator to deter-

mine if there is a billing backlog. 

Generating the Earned Income 

value is a Project Controls func-

tion. 
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To avoid confusion, it was 

agreed to maintain the term 

“WIP” for the Finance based 

WIP, and introduce the term 

“Unbilled Earned Income” as 

the indicator for project Billing 

management purposes. 

Subsequently, the Finance WIP 

is now calculated as follows: 

“Recognized Revenue to-

date” minus “Invoiced-to-

date”. 

The Unbilled Earned Income 

value is derived through the fol-

lowing calculation: 

“Earned Income-to-date” mi-

nus “Invoiced-to-date”. 

For Reimbursable (RE), Reim-

bursable with CAP (RC) or Sec-

ondment (S) type of Projects 

the WIP is equal to the Unbilled 

Earned Income. 

For Lump Sum projects both 

values can differ significantly. 

See below an example to illus-

trate the differences between 

the Finance WIP and the Pro-

jects’ UEI on a Lump Sum pro-

ject: 

Project X (“As-sold” values) 

Contract Value  $ 2.0M 

Control Budget  $ 1.6M 

Target Profit  $ 0.4M 

 

Project X (Status) 

Physical Progress  60% 

Cost-To-Date  $ 0.8M 

EAC   $ 1.6M 

Invoiced   $ 1.1M 

 Recognized Revenue-To-Date & WIP Calculation used by Finance.  

Cost-based Progress  50%  (Cost-To-Date / EAC)  x  100%  

Revenue-To-Date  $ 1.0M  (50% x $ 2.0M  >>> Cost Based Progress  x Contract Value)  

Profit-To-Date  $ 0.2M  ($ 1.0M - $ 0.8M >>> Revenue-to-date minus Cost-to-date )  

WIP  $ - 0.1M  ($ 1.0M - $ 1.1M >>> Revenue-to-date minus Invoiced-to-date )  

Conservative Revenue recognition Finance: $ 1.0M: (Invoiced-to-date + WIP = $ 1.1M + $ -0.1M )  

Conservative P& L recognition Finance: (50% of the target profit recognized at 60% completion)  

Distorted indicator for project billing management. (negative WIP implies that the client is over billed by $0.1M)  

 

Earned Income -To-Date & UEI Calculation used by Projects.  

Physical Progress  60%  (client approved progress from Progress Measurement System)  

Earned Income-To-Date  $ 1.2M  (60% x $ 2.0M >>> Physical Progress x Contract Value)  

Profit-To-Date  $ 0.4M  ($ 1.2M - $ 0.8M >>> Earned Income-to-date minus Cost-to-date )  

Unbilled Earned Income  $ 0.1M  ($ 1.2M - $ 1.1M >>> Earned Income-to-date minus Invoiced-to-date)  

Over-recognition Profit-to-date (target profit amount already recognized in full at 60% completion)  

Correct indicator for project billing management  (project has an invoice backlog of $ 0.1M)  

 



The monthly project finance 

reports will be generated from 

GBS (or alternative Finance 

system), while the Project Per-

formance reports are generated 

by Project Controls as per EMS/

WPMP prescribed PCS excel 

format or from the internal Per-

formance system ProComs 

(AME region only). 

The Finance reports must be 

reconciled with the PCS report 

issued by the project controls 

function to ensure alignment 

between Finance and Project 

Controls numbers. 

This reconciliation between 

Project Controls and Finance 

needs to be done on a monthly 

basis prior to the Commercial 

Review Meeting.  

The key-objectives of this rec-

onciliation-exercise are: 

• To cross-check the To-date 

values (trend) against the ‘At-

Completion’ forecasts. 

• To filter, analyse and correct 

all discrepancies 

All project reports must be 

signed off by the project man-

ager. 

As mentioned in Chapter 1.0, 

the platform to review the com-

mercial status of the projects is 

the Monthly Commercial Re-

view meeting.  

The Commercial Review Proc-

ess evolves around the follow-

ing reports: 

Project Controls Statement  

The Project Controls Statement 

or Summary (PCS) is based on 

the actual performance of the 

project at cut-off date for the 

project manager to check the 

commercial health of the project 

in terms of P/L forecast-at-

Completion, Cash flow 

(Invoices Received & Paid), UEI 

and Debtor-day management, 

Approved / Outstanding Varia-

tions, Subcontract performance 

management etc. 

The PCS will be generated by 

the Project Controller, but the 

Report is owned by the Project 

Manager. 

The PCS that is reviewed dur-

ing the Monthly Commercial 

Review meeting requires the 

approval signatures of the Pro-

ject Manager (Project status 

and P/L), Project Controller 

(verification At-Completion 

numbers) and Finance Man-

ager (verification Actuals-to-

date numbers). 

An example of a standard PCS 

Excel template is contained in 

Attachment A. 

Note: To drive consistency in 

format,  methodology and termi-

nology, and to enable consoli-

dation of project performance 

across entities,  the AME region 

(Asia / Middle East) mandated 

the use of an internal commer-

cial performance system called 

ProComs for all its entities. 

Subsequently, all PCS  reports 

in AME should be generated 

out of ProComs. The ProComs 

PCS has its own unique format, 

but also offers the option to 

generate the PCS in the “EMS” 

prescribed Excel format. 

An example of a ProComs  

report is contained in Attach-

ment B 

Project Cost Data 

The Finance department is 

expected to provide the actuals-

to-date data for both Month-end 

and Financial Year-to-date peri-

ods as well as for the Project 

Inception period (project-to-date 

across Financial Years) to Pro-

ject Controls for input into the 

PCS: 

As a minimum, the data pro-

vided from Finance should con-

tain actuals for cost, billing, 

receipts, expenditures and 

profit/loss results per project. 

Project Controls utilizes this 

data to: 

• update the Labour & Non-

Labour cost  
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it sound 
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~/~ 

George W. 

Bush 
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• Investigate in detail cost 

components 

Attachment C shows an exam-

ple of a Project Cost Report 

generated by GBS. 

Monthly Traffic Light Report 

(MPRD) 

The Traffic Light Report or 

Monthly Project Review Docu-

ment (MPRD) focuses mainly 

on the technical aspects of the 

Project and as such allows for 

the flexibility to hold separate 

Technical Review Meetings as 

required. The MPRD contains 

only a high level commercial 

status. 

The Traffic Light Report is man-

dated for all Project managers 

and, contrary to popular belief, 

is not a Project Controls but a 

Project Managers’ responsibil-

ity.  

A Template Traffic Light Report 

can be found in Attachment D.  

Consolidated Project Per-

formance Summary (AME 

only) 

The Consolidated Project Per-

formance Summary gives the 

bottom line commercial status 

of all ongoing projects within a 

WorleyParsons entity.  

The projects are to remain on 

the summary list until the pro-

ject is fully invoiced and pay-

ments are settled. The Consoli-

dated Project Performance 

Summary is generated out of 

ProComs and is a key deliver-

able for the Monthly Commer-

cial Review meetings in the 

AME region. It is also utilized by 

Finance for Revenue Recogni-

tion calculations for Lump Sum 

projects. 

An example of the Consolidated 

Project Performance Summary 

can be found in Attachment E.  

Project Invoice Status Report 

Project Controls is utilizing this 

report to update the Invoice/

Payment section in the Project 

Performance Reports. The re-

port indicates Project number, 

invoice number, the invoice 

date, the invoice-value exclud-

ing service tax, total invoice 

value and outstanding payment. 

Example  of a GBS Project 

Invoice Status Report can be 

found in Attachment F.  

Accounts Receivable Invoice 

Reports 

The Billing/Debtor Status Over-

view is a Finance deliverable to 

Project Services. The report 

indicates Project number, in-

voice number, the invoice date, 

the invoice-value excluding 

service tax, total invoice value, 

outstanding payment and the 

age of any unpaid invoices. 

Example of a GBS Accounts 

Receivable Invoicing Reports 

can be found in Attachment G.  

Sub Contract Accrual Report 

Project Controls is responsible 

for providing Sub Contract Ac-

crual data to Finance. Finance 

is utilizing this to accrue the LS 

subcontract cost in their PJC. 

The Project Controls depart-

ment is required to provide 

Finance with list or report of  all 

sub-contracts, categorized by 

Project number. As a minimum, 

the information should contain 

% Complete, as well as the 

Current approved Sub contract 

value of each contract. 

A ProComs Sub Contract Ac-

crual Report Overview can be 

found in Attachment H.  

Required Reports System  Data Ownership  

Project Controls Statement (PCS) PCS excel template or  

ProComs (AME region only) 

Project  

Controls 

Project Cost Report  GBS or alternate Finance System Finance 

Monthly Traffic Light Report  Word Template Project 

Management 

Consolidated Project Performance Summary 

(AME region only) 

ProComs (AME) Project 

Controls 

Optional Reports  System  By   

Project Invoice Status Report GBS or alternate Finance System Finance 

Accounts Receivable Invoice Reports GBS or alternate Finance System Finance 

Sub Contract Accrual Report Project Controls excel template or 

ProComs (AME region only) 

Project 

Controls 



The Monthly Commercial Pro-

ject Review process was intro-

duced and implemented in 

WorleyParsons to ensure a 

continuous monitoring, analysis 

and improvement process for 

the projects’ commercial per-

formance.  

Key-objectives of the Commer-

cial Project Review: 

• Increase Project profitability 

• Improve Schedule Perform-

ance 

• Reduce average debtor-days 

• Reduce change/variation 

turnaround period 

Ultimately the CPR-process will 

result in: 

• Increased commercial aware-

ness of Project managers 

and Project teams 

(commercial ownership) 

• Improved commercial per-

formance of the projects and 

entity’s 

The Commercial Review Proc-

ess should be in line with the 

practices outlined in EMS/

WPMP (PMP-0035  - Procedure 

for Monthly Project Reviews), 

and can be accessed via the 

following links: 

http://

kla.ems.worleyparsons.com/

documents/EMS%

3BdocumentNumber=003-016-

PMP-136.pdf 

The Commercial review meet-

ings usually are attended by: 

• CSG-Manager (when a Multi 

CSG-office)  

• Finance Manager 

• Location Manager of Project 

Controls/Services 

• Location Manager of Projects 

• The Project Managers and 

Project Controllers of the 

reviewed projects.  

The PCS and MPRD will be 

subject to a commercial analy-

sis during the Monthly Project 

Commercial Review Meeting. 

The attendees will be provided 

with: 

• One Consolidated Project 

Performance List (AME only) 

• Minutes and agreed actions 

of previous Commercial Re-

view Meeting 

The Project Manager / Project 

Controller will provide the atten-

dees of the Commercial Review 

Meeting with: 

1. the PCS  

2. the Traffic-Light Report 

for their respective projects. 

The Finance Manager will pro-

vide the Finance Summary 

Statements to back-up the “To-

Date” numbers in the PCS. 

Key Topics 

In essence the following com-

mercial topics will be subject for 

review/discussion during the 

Monthly Commercial Review 

Meeting: 

� Planned Achievement - 

What is planned? 

� Actual Achievement - What 

is done? (including sub-

contract performance) 

� Expenditure - What was 

expended to achieve this? 

� Revenue - What is the cur-

rent Contract Value? (incl. 

approved variances) 

� Profit/Loss - Are we meeting 

our profit-target? 

� UEI Management - Are we 

invoicing? 

� Cash flow - Are we getting 

paid? 

� Profit Recognition - Is the 

recognized Profit-to-date in 

line with the forecasted 

Profit-at-completion? 
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Overall Internal Project Con-

trols Procedures 

It will be the responsibility of the 

Project Controls department to 

ensure that a consistent and 

methodical information flow 

process across functional de-

partments and projects is 

adopted.  

In order to achieve this, the 

individual Project Controls de-

partments will have to develop 

an overall procedure for Internal 

Cost and Schedule Control 

which will address both meth-

odology and tools utilised.  

An example of such procedure 

is contained in Attachment J. 

Control Budget 

The internal Control Budget 

provides the Project Manager 

and Corporate Management 

with a challenging, but achiev-

able commercial target.  

It is prepared at the project 

initiation-stage of the project 

and contains a detailed calcula-

tion of the Project Contract 

Value, Budget Cost and Target 

Profit.  

Developing this Control Budget 

is the responsibility of the Pro-

ject Controller but its develop-

ment will require input and buy-

in of all internal stake-holders. 

The Control Budget requires an 

approval sign-off from the Pro-

ject Manager (on behalf of the 

Project Team), the location 

MOP, the location Manager of 

Project Controls, and either the 

Business Unit Manager or En-

tity Manager of Operations , 

before it is recognised as the 

Project Commercial Target. 

Sign-off on the Control Budget 

effectively means a commit-

ment from the Project Team to 

deliver the target commercial 

outcome. 

Below is an outline of the pro-

posed CSG Commercial Project 

Review Process: 

CONTRACT AWARD
INTERNAL 

CONTROL BUDGET

APPROVED 

COMMERCIAL 

TARGET

PROJECT 

EXECUTION 

MONTHLY 

PROGRESS REPORT

MONTHLY 

COMMERCIAL 

REVIEW MEETING
COMMERCIAL 

ACTION-ITEMS

“A good 

scare is 

worth more 

than good 

advice ”  

~ / ~ 

E.W Howe 



Summary 

In closing, find below some 

rules and guidelines regarding 

internal Project Performance 

Management & Reporting: 

• To encourage commonality in 

tools, terminology and meth-

ods, all internal Project Per-

formance Reports subject to 

Monthly Commercial Review 

will be generated in either the 

PCS format for major & mi-

nor projects provided in EMS/

WPMP or out of the Internal 

Project Performance tool  

ProComs (AME only). 

• The PCS is based on ap-

proved Baseline Control 

Budget (Target) established 

for the Project (approval by 

CSGM/MOP/PM/PC) 

• “To-Date”-Input to the PCS is 

based on actual project 

data provided from GBS or 

alternative Finance system, 

and does not recognize inter-

CSG margins. (project view 

rather than CSG view) 

• The PCS indicates Project 

Commercial Performance 

based on “At-Completion” 

forecasted numbers as op-

posed to Project and/or Fi-

nancial Year-to-date num-

bers (which is Finance Status 

reporting). 

• All Lump Sum (LS) Projects 

should consider Contin-

gency for “unknown un-

known’s” established within 

Baseline Control Budget, 

agreed at Project managers’ 

and CSG managers’ level. 

• In principle, cost overruns for 

Lump Sum projects will draw-

down first on contingency 

before “eating” into the fore-

casted At-completion profit.  

• Cost under runs for Lump 

Sum projects will be allo-

cated as additional contin-

gency before reporting an 

increased At-Completion 

profit forecast.  

• Releasing Contingency into 

profit is a Project manage-

ment decision. Upon reach-

ing to 70% Project Comple-

tion mark, the Monthly Com-

mercial Review forum can 

(co-) decide on the release of  

Contingency into profit.  

• Decisions on releasing Con-

tingency and allocation of 

provisions can only be made 

during the Monthly Commer-

cial Review meeting. 

• “Total cost to date” should 

always include cost accruals 

(subcontracts, LS IEWO’s 

etc) when calculating the 

Revenue-to-date.  

• “Forecast cost at completion” 

should always include contin-

gency (if any) when calculat-

ing the Revenue-to-date, to 

ensure that Finance does not 

automatically accrue project 

contingency as revenue into 

the books. 

• Actual Non-Labour Expendi-

ture is provided from GBS, or 

alternative Finance system 

on a monthly basis. The non-

labour cost will be the Totals-

to-date based and should be 

categorized in the required 

Non-labour categories & Cost 

types. 

• It is allowed to input only the 

non-labour Total-to-date val-

ues in the PCS. However, 

when opted for a “bottom-

line” entry, a detail non-

labour breakdown is avail-

able from GBS or alternative  

Finance system in the event 

that a more detailed review is 

required.  
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9.0 COMMERCIAL PERFORMANCE MANAGEMENT - TRAINING EXERCISES 

9.01 Measure of commercial success for projects is based on 

� a) Delivering the commercial targets 

� b) Project Profitability 

� a) and b) are both correct 

9.02 Employee X has a  gross annual salary of US $70,000 based on a gross working year of 2080 

hours. His payroll Burden was determined as the tables below.  

 WorleyParsons seconds this employee at a sell-rate of US $ 55.00. The Gross Profit for this 

secondment will be: 

� US $ 15.97 per hour 

� US $ 12.09 per hour 

� US $ 10.88 per hour 

9.03  If the total overhead recovery (Operational and Non-Operational) was fixed at US $ 12.00 per 

charged man hour, would you still second this employee? 

� Probably, even though it’s not exactly the Jackpot, we’ll still make $ 3.97 per hour (~ 7%) 

� No, this secondment deal is almost at cost! 

� No, because we will lose money on every hour charged. 

 

9.0 EXERCISES -  QUESTIONNAIRES 

Payroll Burden Cost Elements 

 PB Cost Elements % 

Superannuation/Provident Fund 7.0 

Employers liability insurance 1.0 

Personal Accident 1.5 

Medical insurance 1.0 

Allowances   0.5 

Life Insurance 5.0 

Sum 16.0 

Entitlement Holiday & Sickness Days 

 Days hrs % 

Annual Holidays 15 120 5.76 

Statutory Holidays 5 40 1.92 

Sickness Days 10 80 3.84 

Sum 30 240 11.52 
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9.04 Project “Z” has a Lump Sum value of $ 1.1M.  

The expenditure-to-date at cut-off date is $ 422,000, the forecasted Cost-at-Completion is 

$800,000. On top of that, there was still $ 150K left in contingency.  

In the Commercial Review Meeting it was decided to release $ 50K of the contingency into 

profit. What would be the new Recognized Revenue according the Finance calculation-rules?  

� $ 488,620 (422K / 950K = 44.42% x $1.1M) 

� $ 515,680 (422K / 900K = 46.88% x $1.1M) 

� $ 546,150 (422K / 850K = 49.65% x $1.1M) 

9.05 The physical progress for the same Project “Z” is 45% Complete. To date $ 425K have been 

invoiced. When comparing the WIP and the Unbilled Earned Income values for this example, 

you’ll find that  

� The WIP value is higher than the UEI value 

� The WIP value is lower than the UEI value 

� The WIP value and the UEI value are the same 

9.06 The cost-to-date for a reimbursable project in the Brisbane office was reported at $ 840K. 

Included in this number were the cost accruals for 5 IEWO staff from the Perth office.  

The accrual was based on manhour charged x their IEWO rate, and the total recognized cost 

for the IEWO staff totaled  $ 60,000. 

The hours were captured via direct time bookings to the Brisbane project via GBS.  

The Brisbane office recently received a $45,000 invoice from Perth for the services provided 

by their IEWO staff.  Based on this information, the cost-to-date for this project  

� Is still $ 840K, because the IEWO cost was already accrued via man hour bookings. The in-

voiced amount will be booked to a clearing account to avoid ‘double-dipping’ 

� should be adjusted to S 825K by reversing the accrued $ 60K and replacing it with the actual 

invoice value of $ 45K. 

� Both practices are acceptable 

9.07 A Lump Sum subcontractor claims 35% physical progress on a contract value of $50K.   

The Lump Sum Payment agreement for this subcontract was based on Progress Milestones. 

At project commencement, this subcontractor has invoiced WorleyParsons $ 15K for achiev-

ing Milestone 1 - Project Kick-off.   

What cost should the WorleyParsons project controller recognize for this subcontract? 

� $ 15,000 ( the invoiced amount) 

� $ 17,500 (35% of $ 50K) 

� $ 32,500 (Milestone 1 + Progress accrual) 

9.0 COMMERCIAL PERFORMANCE MANAGEMENT - TRAINING EXERCISES 
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Power  -  Cheyenne Power 

Midstream  -  Sioux Terminal 

Upstream  -  Apache ‘A’ 

Platform 

TATANKA GAS TO POWER DEVELOPMENT 

BACKGROUND 

Creer Oil Company (CROC) 

is the operator of the Tatanka 

Gas to Power development 

located in South East Asia. 

The development is based on 

the Apache gas fields. Gas is 

delivered from the Apache ‘A’ 

Platform via a 377 km marine 

pipeline to the Sioux Terminal 

for processing prior to onward 

transmission to the Cheyenne 

Power station. (see Figure 

1.1). 

Production commenced from 

the Apache Platform in Decem-

ber 2002. Original design 

throughput was 356 MMscfd. 

In response to sustain higher 

demand, a compression mod-

ule shall be designed to handle 

an increase in processing ca-

pacity from 356 MMscfd to 530 

MMscfd. 

A provision was made in the 

original platform design for the 

addition of a compression 

module to boost gas pressure 

to the required pipeline pres-

sure. It was envisaged that 

compression would not be 

required until 2012, when the 

reservoir pressure was pre-

dicted to fall below that re-

quired for design export gas 

flow rate.   

The start up date for the com-

pression facilities is currently 

targeted for 26 Aug 2012.  

The FEED for the compression 

project commenced on 19 Sep 

2010, and is scheduled to com-

plete on 25 Dec 2010. 

The execution-phase is sched-

uled to commence on Jan 1, 

2011 

10.0 EXERCISES -  PCS  



CATEGORY A CATEGORY B CATEGORY C CATEGORY D CATEGORY E CATEGORY F 

USD 77.00 USD 60.00 USD 41.00 USD 35.00 USD 22.00 USD 14.00 

Project Mngr Project Serv. Mngr Materials Superv’r Designer Planner Doc. Controller 

Constr. Mngr Procurement Mngr Contract Admin. Engineer Cost Engineer Project Secretary 

Commiss. Mngr Contracts Mngr Commiss’ng.Engr PDMS Admin. QC Inspector   

  HSE Mngr Senior Engineer   QC Coordinator   

  Site Rep/Super Int. Senior Buyer   CAD Draftsman   

  Project Engineer Senior Expeditor       

  Lead Engineer Senior Cost Engir       

    Senior Planner       

    Lead Designer       

MAIN EXECUTION 

CONTRACTS  

In an effort to meet aggressive 

target completion dates CROC 

have decided to execute the 

project using a combination of 

the following execution con-

tracts: 

• Single EPCM Contractor 

(WorleyParsons) 

• Single Module Fabrication 

Contract 

• Single Transport & Installa-

tion Contract 

• Single Brown Field Modifi-

cation / Shut Down Tie-Ins / 

HUC Contractor 

• Single Accommodation 

Vessel Contract 

The contract strategy is based 

on all Procurement to be done 

by EPCM contractor and free-

issued to the respective con-

tractors. 

• Follow-on engineering, Con-

struction support 

• Procurement services of all 

equipment and material 

(issue RFQ’s, Technical & 

Commercial Bid Evalua-

tions, Award Recommenda-

tions to CROC and prepare 

P.O on behalf of CROC) 

• Vendor inspection and ex-

pediting for materials and 

equipment (ROS-dates and 

VDR). 

• Provision of full EPC Man-

agement (fabrication, instal-

lation and commissioning 

management,   contract 

admin.)  

A set of EPCM Control Ac-

counts were developed by 

WorleyParsons in the FEED-

phase and approved by CROC 

prior to the start of the Execute 

phase. A detail breakdown of 

the EPCM manhour Control 

Accounts are provided on page 

32 and 33.  

The contract will be on a Cost 

Plus (reimbursable) basis. The 

following All-In Man hour-rates 

were agreed between CROC 

and Worley Parsons per desig-

nation:  

EPCM CONTRACT 

WorleyParsons have been 

awarded the EPCM Contract 

and as such, responsible to 

deliver the full EPC on time and 

under budget.  

The EPCM contract covers 

services for Engineering, Pro-

curement, and Construction 

Management, and includes the 

following scope of work: 

• Detail Design of Module 

• Detail Design of Brownfield 

and Tie-in works 
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Milestone   Milestone Event % Sum Due 

1 PO Award Structural Steel,  Suction Scrubber, Air Cooler 10% $317,782.20 

2 Issue ITT Fabrication;  Transport & Installation 10% $317,782.20 

3 Award Fabrication;  Transport & Installation 40% $1,271,128.80 

4 Delivered on Site Compressor/ Turbine 10% $317,782.20 

5 Module Load-out 10% $317,782.20 

6 Start Hook-up and Commissioning 5% $158,891.10 

7 Start-up Apache Compression Module 10% $317,782.20 

8 Completion EPCm Contract 5% $158,891.10 

 Total Lump Sum EPCM 100% $3,177,822.00 

Provisional Sum Description Amount (USD) 

Business Travel $150,000 

HSE Incentive Scheme $100,000 

TOTAL Provisional Sum $250,000 

Scope Sub Consultant / Contractor Amount (USD) 

EIA Gobi International Ltd $100,000 

HAZOP Looi Risk Management $ 65,000 

HAZID Yong Group OH & S  $ 65,000 

$ 230,000 TOTAL Sub Contractor Cost  

Lump Sum (Fixed Fee)  
 
WorleyParsons agreed to exe-

cute the above detail engineer-

ing scope on cost reimbursable 

basis.   

The Schedule of Rates (selling 

rates) were based on average 

Salary & PB rates and there-

fore exclude overhead recov-

ery and profit margins.  

CROC agreed to a Lump Sum 

(Fixed Fees) of USD 3,177,822 

as compensation for the pro-

jects’ overhead recovery and 

profit margin. 

Thi rd  Party  

WP expects to utilize 3rd party 

contractors/ consultants for EIA 

(Environmental Impact Assess-

ment), HAZOP- (Hazard and 

Operabi l i ty)  and HAZID 

(Hazard Identification) studies. 

 These 3rd party cost are reim-

bursable by EPCM Contractor 

to CROC at actual cost plus 

zero%. 

Provisional  Sums 
 
In addition to the Engineering 

Fees and the Lump Sum Fixed 

Fees, CROC allowed a provi-

sional Sum of $250,000 in the 

contract to cover for cost such 

as project travel and HSE re-

ward bonuses for the Contrac-

tors.  The breakdown of the 

provisional sum is as follows: 
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Labour Cost 

The WP Project Controller identified the Project Team members, allocated the cost-rates and estimated 

hours, and compiled the Estimate sheet for the EPCM Man hour-cost. For details see page 35 –36.  

Please note that the manhour Cost budgets provided are inclusive of  Operational & Non Operational 

Overheads. The Overhead recovery-rate for this entity is US$ 10 per charged man hour. 

Non Labour Cost 

Printing / Reproduction For Cost purposes, it was agreed to charge the project US $ 0.50 

per booked man hour for all project related printing. Printing/Repro is 

covered under the Lump Sum Fixed Fee, and therefore non- reim-

bursable 

Travel Expenses Project related travel cost is reimbursed by CROC at cost with no 

mark-up. Compensation for Handling-cost is covered under the 

Lump Sum Fixed Fee.  The Travel budget is capped at US $ 150,000 

as indicated in the Provisional Sums.  

Computing / IT Support US $ 0.25 per booked man hour is charged to the project for IT us-

age and support. Computing is covered in the Lump Sum Fixed Fee, 

and therefore non-reimbursable to CROC 

Office / Communication The cost for office-space for the EPCM project team is included in 

the individual cost-rates. Project team office space is covered under 

the Lump Sum Fixed Fee and therefore non-reimbursable to the 

client. The clients’ offices are charged to the project on a accrual 

basis (US $ 2,50 per booked manhour.  The same applies to Com-

munication cost (US $ 0.75 per booked man hour). CROC will have 

their own communication network connections, and will be billed 

directly by the Telecommunications Operator. 

Other expenses Personnel Mobilisation, Demobilisation, Visa cost, entertainment 

cost etc, are all included in the Lump Sum Fixed Fee, and not reim-

bursable by CROC. Mobilisation / Demobilisation cost is included in 

the individual cost rate, and therefore non- reimbursable to CROC. 

All other project expenses are to be charged to the project. 

CONTROL BUDGET 

The internal Control Budget 

provides the Project Manager 

and Corporate Management 

with a realistic, but challenging 

commercial target.  

It is prepared at the kick-off 

stage of the project and con-

tains a detailed calculation of 

the Project Contract Value, 

Budget Cost and Target Profit. 

Developing this Control Budget 

is the responsibility of the Pro-

ject Controller, and needs the 

input and buy-in of all internal 

stake-holders. 

The Control Budget requires 

an approval sign-off from the 

Project Manager, the Project 

Services Manager, the Man-

ager of Projects and the Gen-

eral Manager, before it is rec-

ognized as the Project Com-

mercial Target. 

Sign-off on the Control Budget 

effectively means a commit-

ment from the Project Team to 

deliver the target commercial 

objectives. 

The following cost data was 

made available to the Project 

Controller: 
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EIA (Environmental Impact As-

sessment), HAZOP- (Hazard 

and Operability) and HAZID 

(Hazard Identification) studies. 

These 3rd party cost are reim-

bursable by EPCM Contractor to 

CROC at actual cost plus zero 

%. 

SUB CONTRACT COST 

WorleyParsons utilizes 3rd 

party contractors/consultants for 

assessments from the early 

identification of environmental 

requirements through to the 

preparation of Reviews of Envi-

ronmental Factors and Environ-

mental Impact Statements. 

The PO has been awarded on 

June 14, 2011 on Lump Sum 

basis (PO number PC-PO-901) 

and the cost can be charged to 

CROC at actual cost plus ze-

ro%.  

The PO value was set at US $ 

100,000, and the following Pro-

gress Milestone payments were 

agreed: 

• Milestone 1 (25%)

Mobilization 

• Milestone 2 (50%) 

        IFC EIA Reports 

• Milestone 3 (25%) 

        AFC approval EIA reports 

Environmental Impact As-

sessment 

WP engaged Chan Environment 

Int. as their independent EIA 

(Environmental Impact Assess-

ment) consultant.  

Environmental Impact Assess-

ments identify and evaluate the 

potential impact of the project 

on the environment, leading to 

implementation of environ-

mental management measures 

into the design. Chan Environ-

ment will manage environmental 

The objective of the HAZOP is 

to identify and assess potential 

process and operational haz-

ards throughout a project life 

cycle including, evaluating rele-

vant safeguards and making 

recommendations for improving 

safety in design. 

The PO value was US $ 65,000 

and the following Progress Pay-

ment Milestones were agreed: 

Milestone 1 (10%) -Define ob-

jectives, and scope of the HA-
ZOP study  

Milestone 2 (10%) - HAZOP 
Workshop preparation 

Milestone 3 (60%) - Completion 
HAZOP Workshop  

Milestone 4 (20%) - IFA HA-
ZOP Report.  

These 3rd party cost are reim-

bursable from CROC at actual 

cost plus zero%. 

Hazard and Operability Study 

On May 12, 2011 Looi Risk 

Management WP was awarded 

a Lump Sum Purchase Order 

(PO No.RQ-05/399) to facilitate 

and chair the HAZOP workshop.  

Risk Management 

cussions, case studies, experi-

ential interaction and on-site 

HAZID inspections.  

The lump Sum Purchase Order 

value is US$ 65,000 and pay-

ment is agreed based on the 

following milestones: 

Milestone 1 (25%) - HAZID 

Workshop Preparation 

Milestone 2 (60%) - Completion 

HAZID Workshop 

Milestone 3 (15%) - AFC ap-

proval HAZID report 

The cost is reimbursable from 

CROC at actual cost plus zero%. 

Hazard Identification Study 

The main focus in a HAZID 

(Hazardous Identification) is to 

identify all hazardous events. 

WP awarded on May 12, 2011 

Yong Group OH&S consultants 

to conduct a HAZID workshop 

(PO No.STR-676-90).  

The workshop will be a combi-

nation of formal presentations, 

individual and small group dis-

OH & S CONSULTANTSOH & S CONSULTANTSOH & S CONSULTANTSOH & S CONSULTANTS

CHAN

“It is amazing 

what can be 

accomplished 

when nobody 

cares who 

gets the 

credit”  

~/~ 

Robert Yates 
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10.1 CONTROL BUDGET SET UP 

Based on the provided info, put together a Control Budget using ether: 

1) the format as per attached File PMF-1063 PCS Minor Projects. (AUW, AENZ, USLAC, LAM, EUR, CAN, SSA ) 

2) Internal Performance Management system ProComs (ASCH / MENAI) 

10.2 PROGRESS UPDATES 

At Cut-off date 24 Nov 2011, the 

Project Controller receives the 

project updates (Page 39 - 44). 

In addition to this the sub con-

sultants reported the following 

progress: 

• Chan International  - 75% 

• Looi Risk Management - 100% 

• Yong Group - 85% 

Below a table showing the 3 

Change-requests that were sub-

mitted. The status of these vari-

ance requests at cut off date: 

• CCNA 003 is approved by 

CROC 

• Approvals for CCNA 001 and 

CCNA 002 are still pending. 

The following Fixed Fee payment 

Milestones have been achieved 

and invoiced to CROC: 

MS 1:  Issue ITT Module Fabri-

cation and  Transport & Instal-

lation Contracts  

MS 2:  PO Award Structural 

Steel, Suction Scrubber and 

Gas Coolers 

Milestone MS 3 Award Module 

Fabrication and Transport & 

Installation Contracts is 

achieved as well, but the ap-

proved Payment Certificate has 

not been received yet from 

CROC. 

Update the PCS with the pro-

gress & Cost data provided on 

page 40 - 44  and the above info 

in either the WPMP/EMS format 

(ANZ, USLA, EA, CAN) or in the 

ProComs format (AME) 

Request 
No 

Date Description Hrs Charge Value Budget Value 

CCNA001 17-Aug-06 Specification Safety Shower 167  $         8,177  $         6,542 

CCNA002 3-Oct-06 Add. Pipeline Hydraulic Modelling 345  $       18,545  $       12,981 

CNNA003 18-Oct-06 Wave Refraction Study 244  $       12,740  $       10,829 
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Cost Chargable Invoiced Payments Payment Outstanding

Date Non Labour Category Amount Amount Amount to-Date Date Amount

Reproduction / Printing

27-Jan-11 Repro/Printing Charges M/E 27-Jan-06 543.50$        -$              -$              -$              -$              

24-Feb-11 Repro/Printing Charges M/E 24-Feb-06 907.00$        -$              -$              -$              -$              

31-Mar-11 Repro/Printing Charges M/E 31-Mar-06 1,451.50$     -$              -$              -$              -$              

28-Apr-11 Repro/Printing Charges M/E 28-Apr-06 1,633.00$     -$              -$              -$              -$              

28-May-11 Repro/Printing Charges M/E 26-May-06 1,814.50$     -$              -$              -$              -$              

30-Jun-11 Repro/Printing Charges M/E 30-Jun-06 1,996.00$     -$              -$              -$              -$              

28-Jul-11 Repro/Printing Charges M/E 28-Jul-06 2,177.00$     -$              -$              -$              -$              

25-Aug-11 Repro/Printing Charges M/E 25-Aug-06 2,358.50$     -$              -$              -$              -$              

29-Sep-11 Repro/Printing Charges M/E 29-Sep-06 2,540.00$     -$              -$              -$              -$              

27-Oct-11 Repro/Printing Charges M/E 27-Oct-06 2,721.50$     -$              -$              -$              -$              

24-Nov-11 Repro/Printing Charges M/E 24-Nov-06 3,190.50$     -$              -$              -$              -$              

Total-To -Date Reproduction / Printing 21,333.00$   -$              -$              -$              -$              

Travel Expenses

4-Jan-11 Kick Off Meeting Chan / Halim KL-Melbourne 6,910$          6,910$          6,910$          6,910$          14-Apr-06 -$                  

12-Jan-11 Site Visit Bangkok Wipada, Ravindra, Leila 5,700$          5,700$          5,700$          5,700$          14-Apr-06 -$                  

15-Jan-11 Accommodation Chan / Halim 650$             650$             650$             650$             14-Apr-06 -$                  

15-Jan-11 Accommodation Bangkok Site Visit 1,300$          1,300$          1,300$          1,300$          14-Apr-06 -$                  

8-Feb-11 Site Visit Vietnam Ajith Kumar / Chan Hw ai Chuin 5,700$          5,700$          5,700$          5,700$          6-May-06 -$                  

10-Feb-11 Accommodation Cost Vietnam Site Visit 830$             830$             830$             830$             6-May-06 -$                  

15-Feb-11 Travel & Accommodation Penang 1,270$          1,270$          1,270$          1,270$          6-May-06 -$                  

19-Feb-11 Travel Teambuilding Kuantan 10,800$        -$                  -$                  -$                  -$                  

13-Mar-11 Travel & Accommodation Monthly Progress Meeting 4,300$          4,300$          4,300$          4,300$          9-Jun-06 -$                  

29-Mar-11 Travel & Accommodation Paglinaw an Construction Yard 4,400$          4,400$          4,400$          4,400$          9-Jun-06 -$                  

22-Apr-11 Travel & Accommodation Kuantan 1,140$          1,140$          1,140$          1,140$          11-Jul-06 -$                  

14-Jun-11 Site Visit Suw it Thai Steel / YNL Maritime 6,500$          6,500$          6,500$          6,500$          10-Oct-06 -$                  

12-Sep-11 Travel & Accommodation Progres Meeting Bangkok 2,300$          2,300$          2,300$          -$                  2,300$          

14-Sep-11 Travel & Accommodation Progres Meeting Sinagpore 1,100$          1,100$          1,100$          -$                  1,100$          

16-Sep-11 Travel & Accommodation Progres Meeting Manila 2,900$          2,900$          2,900$          -$                  2,900$          

Total-To -Date Travel Expenses 55,800.00$   45,000.00$   45,000.00$   38,700.00$   6,300.00$     

Office / Communication

27-Jan-11 Office / Communication Charges M/E 27-Jan-06 3,532.75$     -$              -$              -$              -$              

24-Feb-11 Office / Communication Charges M/E 24-Feb-06 5,895.50$     -$              -$              -$              -$              

31-Mar-11 Office / Communication Charges M/E 31-Mar-06 9,434.75$     -$              -$              -$              -$              

28-Apr-11 Office / Communication Charges M/E 28-Apr-06 10,614.50$   -$              -$              -$              -$              

28-May-11 Office / Communication Charges M/E 26-May-06 11,794.25$   -$              -$              -$              -$              

30-Jun-11 Office / Communication Charges M/E 30-Jun-06 12,974.00$   -$              -$              -$              -$              

28-Jul-11 Office / Communication Charges M/E 28-Jul-06 14,150.50$   -$              -$              -$              -$              

25-Aug-11 Office / Communication Charges M/E 25-Aug-06 15,330.25$   -$              -$              -$              -$              

29-Sep-11 Office / Communication Charges M/E 29-Sep-06 16,510.00$   -$              -$              -$              -$              

27-Oct-11 Office / Communication Charges M/E 27-Oct-06 17,689.75$   -$              -$              -$              -$              

24-Nov-11 Office / Communication Charges M/E 24-Nov-06 20,738.25$   -$              -$              -$              -$              

Total-To -Date Office / Communications 138,664.50$ -$              -$              -$              -$              

Computing / IT Support

27-Jan-11 Computing / IT Support Charges M/E 27-Jan-06 271.75$        -$              -$              -$              -$              

24-Feb-11 Computing / IT Support Charges M/E 24-Feb-06 453.50$        -$              -$              -$              -$              

31-Mar-11 Computing / IT Support Charges M/E 31-Mar-06 725.75$        -$              -$              -$              -$              

28-Apr-11 Computing / IT Support Charges M/E 28-Apr-06 816.50$        -$              -$              -$              -$              

28-May-11 Computing / IT Support Charges M/E 26-May-06 907.25$        -$              -$              -$              -$              

30-Jun-11 Computing / IT Support Charges M/E 30-Jun-06 998.00$        -$              -$              -$              -$              

28-Jul-11 Computing / IT Support Charges M/E 28-Jul-06 1,088.50$     -$              -$              -$              -$              

25-Aug-11 Computing / IT Support Charges M/E 25-Aug-06 1,179.25$     -$              -$              -$              -$              

29-Sep-11 Computing / IT Support Charges M/E 29-Sep-06 1,270.00$     -$              -$              -$              -$              

27-Oct-11 Computing / IT Support Charges M/E 27-Oct-06 1,360.75$     -$              -$              -$              -$              

24-Nov-11 Computing / IT Support Charges M/E 24-Nov-06 1,595.25$     -$              -$              -$              -$              

Total-To -Date Computing / IT Support 10,666.50$   -$              -$              -$              -$              

Other Expenses

14-Feb-11 Facilities Team Building Kuantan 9,700.00$     -$              -$              -$              -$              

Total-To -Date Other Expenses 9,700.00$     -$              -$              -$              -$              
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