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Introduction to the Cost Management Plan Template
This Cost Management Plan Template provides projects with a guide for establishing costs and tracking costs against work performed from the project management perspective, in accordance with best practices.  The template provides recommended cost management processes, including cost planning, tracking, reporting, control and closeout activities.
The Cost Management Plan defines how project expenditures will be managed, including the standards by which project costs are controlled, measured, and reported. The Cost Management Plan identifies:
· The approach to managing project costs
· Project participants responsible for managing project costs
· How cost performance is quantitatively measured and reported 
Cost management primarily focuses on the costs of resources required to complete project activities. While a great deal of attention is spent on project costs, cost considerations should also include ongoing maintenance and support of the project’s end product or services. For example, a decision to limit development costs may not be worth a resulting increase in maintenance and operations costs. 
The following sections provide a recommended structure for developing a project’s Cost Management Plan.  Additional examples and suggestions are included in each of the template sections where key project cost information is documented.
Template style conventions are as follows:
	Style
	Convention

	Normal text
	Indicates placeholder text that can be used for any project.

	[Instructional text in brackets]
	Indicates text that is be replaced/edited/deleted by the user]

	Example text in italics
	Indicates text that might be replaced/edited/deleted by the user



As you complete the template, please remember to delete all instructional text (including this section) and update the following items, as applicable:
· title page
· version history
· table of contents
· headers
· footers
Update the document to a minor version (e.g., 1.1, 1.2) when minimal changes are made and a major version (e.g., 2.0, 3.0) when significant change are made.

Project Sample Library:
The CA-PMF has a Project Sample Library that contains real-world project artifacts from approved projects that you can reference to help you complete CA-PMF templates. Visit the CA-PMF website to access the Project Sample Library.


[bookmark: _Toc448929956][bookmark: _Toc448933968][bookmark: _Toc449438110]Introduction
[bookmark: _Toc448929957][bookmark: _Toc448933969][In the Introduction section of your Cost Management Plan, begin with a high-level summary of the project purpose and objectives to introduce the reader to the project, thus providing some project context and background.  Describe how the project will approach cost management and include any assumptions and constraints. Describe the processes and activities for managing project costs by outlining the processes of cost management planning, tracking, reporting, controlling and closeout. Reference the Planning Chapter, Cost Management in the CA-PMF for additional information.]  
Example:
The cost management planning effort happens early in the project Planning Process Phase and sets the framework for cost management. The Cost Management Plan exists in a larger context of plans that define the overall approach and methods for managing the project.  The plan should identify the practices to be utilized in performing activities related to cost management. As an integral part of the PMP and other subsidiary plans, the Cost Management Plan contributes to the framework for managing all cost related processes, risks, issues, and changes.
Cost management has a close relationship with the schedule, scope, and quality management disciplines. Each area affects the other area and close attention must be given to how adjustments in one of these areas affect the other areas. Often, an adjustment made to a project’s budget or a cost overage will have a noticeable and possibly significant effect on the project’s schedule, scope, and quality.
Outlined below are the cost management processes, activities, and tasks that the Cost Management Plan includes:  
· Cost Planning – The process that establishes the policies, procedures, and documentation for planning, tracking, reporting, and controlling project costs and the budget. 
· Cost Tracking – The process for recording and validating actual project hours, which are converted to costs against attendance records and contractor monthly reports.  This helps track the cost of current progress to determine if the project is on course to complete within budget. 
· Cost Reporting   The process of compiling and submitting cost related reports to report overall cost status consistent with the Communication Management Plan reporting requirements. 
· Cost Control – The process of determining cost variance to determine project cost health and impacts.  This process also includes cost re-planning and re-baselining activities. 
· Cost Closeout – The processes of providing annual cost summaries at fiscal year-end for projects crossing fiscal years, cost closeout activities at project end and conducting cost related Lessons Learned.



The Cost Management Plan also includes: 
·   Cost Management Approach – Descriptions of the approach to manage project costs.
·   Process Descriptions – Descriptions of cost management processes and high-level workflows and activities, such as cost estimating, budget determination, and controlling costs.
·   Reporting Formats – Definitions of cost report formats, frequency of reporting, and information sources.
·   Units of Measure – Units used in measurements of resources. Examples include staff hours, staff days, weeks for time metrics, and dollar-based sums for currency measures.
·   Levels of Precision and Accuracy – For precision, the degree to which activity estimates are rounded up or down (such as $100.35 to $100 or $9,979.21 to $10,000). For accuracy, the acceptance range (such as +- 10%) used to determine realistic activity costs. This may or may not include contingencies.
·   Control Thresholds – Descriptions of agreed-upon variance thresholds for monitoring cost performance and the amount of variation allowed before action is necessary. Thresholds are usually expressed in percentages above or below the baseline.
·   Performance Measurement Rules – Some projects may choose to use Earned Value Management (EVM) performance measurement rules.
·   Additional Details – Projects may choose to include additional cost management details for clarification, such as a description of strategic funding choices or the procedure for project cost recording.

[bookmark: _Toc449438111]Roles and Responsibilities
[bookmark: _Toc448929958][bookmark: _Toc448933970][For the Roles and Responsibilities section of the Cost Management Plan, identify the Stakeholders and project team members, their role and responsibilities for performing various cost management related activities. Utilize the pre-populated table below as a starting point.  Add and subtract roles and responsibilities as appropriate for your project. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost roles and responsibilities.]
Example:
	Name
	Role
	Responsibility

	
	Project Sponsor 
	· Provides overall business leadership to ensure that cost and funding requirements are met.
· Ensures requests for cost and funding changes have followed the approved Change Control Process, and that approved changes have been incorporated into cost and funding documents in a timely manner.
· Reviews and approves cost and funding documents prior to sending to control agencies.

	
	Project Manager
	· Leads a team in the development of the Cost Management Plan.
· Provides regular status information and makes approval recommendations.
· Ensures the overall cost management effort is being executed in accordance with the plan.
· Ensures the entire project team, State, and contractor (if applicable) are following this plan
· Ensures adherence to all of the other project processes that interact with or provide input to the cost management effort.
· Ensures there are sufficient resources to execute this plan and that the cost management activities are being performed in a timely manner.

	
	Financial Lead and/or Financial/Budget Manager
	· Along with the Project Manager and Financial Analyst, develops the Cost Management Plan.
· If assigned, reports to the Project Manager.
· Has overall responsibility for managing processes and activities outlined in the Cost Management Plan.
· Responsible for the overall cost management effort and the cost repository containing the cost and funding documents.
· Ensures the cost processes are organized, managed, and controlled and that all issues are identified and resolved in a timely manner to minimize rework.
· Contributes to the development of cost and funding documents.

	
	Financial Analyst(s) and/or Budget Specialist
	· Assists in the development of the Cost Management Plan.
· Considered the subject matter expert for the cost management processes.
· Assists the Project Manager and Financial Lead in capturing, verifying, and communicating project cost and funding requirements.

	
	Department of Technology
	· For reportable IT projects, approves significant cost variances via Special Project Reports



[The example table below represents an additional tool that may be utilized in order to identify and document Cost Management Activities and responsibilities.]
	Cost Management Activity
	Date(s) Administered
	Participant Roles
	Name of Facilitator/Decision Maker

	Monthly project budget review
	XX/XX/XXXX
	Project Manager
Project Financial Lead
	[Name]

	Quarterly project cost forecast
	XX/XX/XXXX
	Project Sponsor
Project Manager
Project Financial Lead
	[Name]

	Change Request 
budget impact analysis
	XX/XX/XXXX
	Project Financial Lead
Change Request Analyst
	[Name]





[bookmark: _Toc449438112][bookmark: _Toc448929959][bookmark: _Toc448933971]Cost Management Processes
[bookmark: _Toc449438113]Cost Planning
[In the Cost Management Planning section of the Cost Management Plan, describe and detail the cost management processes including resource planning, cost estimating and cost baselining for  the entire project lifecycle. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost planning.]  
Resource Planning 
[Resource Planning is primarily concerned with determining the inputs used to establish the resource estimates.  Identify and indicate where the resource estimates and supporting information will be located/stored.  One of the key inputs to resource planning is the Work Breakdown Structure (WBS).  Once the WBS is complete and work packages are defined, resources required to complete each work package can be determined by analyzing the total hours needed to complete each work package within a given period. 
Another key input is resource skills.  Resource skills required for the project are typically based on the needs of the project and the products that are being produced. The project uses and tailors the personnel resource information from the Staff Management Plan and Responsibility Assignment Matrix for determining needed resource skills.]  
Cost Estimating 
[Cost Estimating is the process of developing an approximation of the monetary resources needed to complete all project activities. Examples of resources include, but are not limited to, human resource costs, equipment, tools, training, and materials. Include the specific cost methods that will be used to validate the cost estimates for the various tasks and resources. For instance, approximate costs for resources are estimated based on the anticipated classification of staff assigned to the work, combined with the hours required for a particular work package.  Once the work package estimates are complete, the hours are converted to costs based on the estimated hourly rate for each identified resource. The results provide cost estimates for the work packages and a cost estimate for the entire project. Risks associated with the cost estimates should also be documented and included in the risk management database.] 
Establish the Cost Baseline 
[Establishing the Cost Baseline of the project is the process of aggregating the estimated costs of individual activities or work packages and all other resources required to complete the project to establish an authorized cost baseline that serves as the project budget. Describe how the cost baseline is set and what approvals are required. Indicate if the baseline is set manually or what specific tool feature is used to establish the cost baseline.  Once the cost estimate is set, the Project Manager and Project Financial Analyst review the cost allocation against the approved budget, and adjust the allocations, if necessary, to reflect the approved funding for the year. Upon approval by the Project Manager, the cost allocations are baselined.]

[bookmark: _Toc449438114]Cost Tracking
[bookmark: _Toc448929960][bookmark: _Toc448933972][In the Cost Tracking section of the Cost Management Plan, describe the process the project team will use to track project costs. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost tracking.] 
Overall Cost Tracking
[Determine how the overall costs of the project will be tracked. Indicate if staff and contract costs are included and are therefore considered project costs. Tracking costs includes: 
· Recording actual costs by cost category
· Comparing actual costs to budgeted costs on a regular basis
· Retaining supporting data on actual costs  

Overall project costs should be compared to the budgeted project costs on a monthly basis. The overall costs are comprised of the actual labor hours (state and consultant) and project expenditures (facilities, equipment, training, etc.) for the month. Variances are then reviewed and analyzed to determine causes and possible mitigations or corrections.] 
Human Resource Cost Tracking
[Record and validate Actual hours expended against attendance records and contractor monthly reports. The hours are converted to a project cost to determine if the current progress is in line with the expected costs at that time and place of the project.] 
[bookmark: _Toc220743625]Project Labor Hour Tracking
[Describe how project (state) staff work is assigned and track their hours against the project’s schedule.  Indicate how labor hours are translated to costs. Include: 
· Where this data is located
· Who is responsible for entering the data  
· What type of data is recorded
· Who reviews/validates that the data has been entered 
· Who ensures that the sheets are setup and ready for use] 
[bookmark: _Toc220743626]Consultant Costs
[Describe how consultant costs will be tracked.] 

[bookmark: _Toc449438115]Cost Reporting
[bookmark: _Toc448929961][bookmark: _Toc448933973][In the Cost Reporting section of the Cost Management Plan, describe the process the project team will use to report project costs. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost reporting.] 
[bookmark: _Toc442002702]Monthly Cost Reporting
[Cost Reporting is primarily concerned with reporting actual costs against the baseline.  Recommended reports are outlined below.  
· Spending Plan (by fiscal year) – a run chart showing the actual costs against the baseline by month for the fiscal year and the cumulative total to date for the fiscal year. 
· Cost by WBS Item - a bar chart showing the labor costs by Level 1 WBS items by month for the fiscal year and the cumulative total to date for the fiscal year. 
· Cost Variance by WBS Item – a bar chart showing the actual costs against the baseline to date.
· Labor Hours by WBS’ Deliverable Item – a bar chart showing the amount of effort expended towards the Level 1 WBS items by month for the fiscal year and the cumulative total (to date) for the fiscal year. 
The Project Manager and Project Financial Manager will compile and submit the reports to the appropriate project executives and/or committees consistent with the Communication Management Plan reporting.]
[bookmark: _Toc73348252][bookmark: _Toc220743635][bookmark: _Toc442002703]Annual Cost Summary
[At the end of the fiscal year, the Project Manager and Project Financial Manager summarize the actual hours and costs expended against the baseline for the fiscal year for reconciliation purposes. The expenditures must reconcile with the approved project budget. ] 

[bookmark: _Toc449438116]Cost Controlling
[In the Cost Controlling section of the Cost Management Plan, describe how costs will be monitored and controlled throughout the project lifecycle. The assumption is that the project baselines of cost, schedule, and scope are set and any changes are handled by the project Change Control process. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost controlling. 
Controlling costs is primarily concerned with comparing cost variance against the cost baseline. The following methods are commonly used for measuring and controlling costs.   
Cost variance (CV): The difference between the amount budgeted and the amount actually spent for the work performed. The CV shows whether and by how much the project is under or over the approved budget.
Schedule performance index (SPI): The ratio of the approved budget for the work performed to the approved budget for the work planned. The SPI reflects the relative amount the project is ahead of or behind schedule, sometimes referred to as the project’s schedule efficiency. You can use the SPI to date to project the schedule performance for the remainder of the task.
Cost performance index (CPI): The ratio of the approved budget for work performed to what the project actually spent for the work. The CPI reflects the relative value of work done compared to the amount paid for it, sometimes referred to as the project’s cost efficiency. You can use the CPI- to-date to project the cost performance for the remainder of the task.]
[bookmark: _Toc449438117]Cost Changes
[Describe how cost variances requiring changes are handled. Typically, any necessary changes follow the project’s Change Control processes. Reference the Planning Chapter, Cost Management and Project Change Control sections in the CA-PMF for additional information regarding cost changes.
Generally, if less than ten percent (at the Level 1 of the WBS deliverable items) of an accumulated variance is identified and the overall project cost baseline is not affected, then no additional action is required. However, if the overall cost baseline is affected, the variance is documented and reported to the appropriate project executives as defined in the project’s Governance and Communications Management Plans.  The rationale for the identified variance is reviewed and options and mitigations for dealing with the variance are considered, including the possibility of re-planning and/or re-baselining which would require an approved Change Request and updates to various project documents. 
If re-planning is deemed necessary, the project prepares the appropriate documents to address the re-planning effort.  Once the change is approved through the projects’ Change Control Process, the Project Manager works with the Project Financial Manager to re-baseline the cost data and estimates based on the approved funding. The project then works with their state accounting office counterparts to adjust the encumbrances and accounting tools to reflect the re-plan.]
[bookmark: _Toc449438118]Cost Closeout
[For the Cost Closeout section of the Cost Management Plan, describe the project budget closing processes including providing annual cost summaries at fiscal year-end for projects crossing fiscal years, cost closeout activities at project end and conducting cost related Lessons Learned. Reference the Planning Chapter, Cost Management section in the CA-PMF for additional information regarding cost closeout.] 
End of Project Cost Closeout Activities
[Once all deliverables and products are accepted by the Project Sponsor, the cost and budget information will be reviewed, reconciled and verified by the Financial Manager as complete. A Project Closeout Report should contain all final project cost closeout information. Project cost and budget information is provided to necessary control agencies.  Lessons learned related to cost management performance are captured and reviewed to determine if improvements are necessary for future projects.]
[bookmark: _Toc449438119]Recommended Cost Management Practices
[Identify any additional recommended practices that may be specific to your project and organization. 
Estimate Realistically
Realistic cost estimates can help a project team gain a better understanding of project risks and opportunities. Costs are often underestimated as a result of not following a structured approach for determining work and estimating associated costs. A project that delivers a great product on time can still be viewed as a failure if the project is significantly over budget, even if the cost overruns were due to an unrealistic cost estimate.
Capture All Costs
Projects often experience unanticipated costs or hidden costs. Be sure to consider all work required and project resources when estimating costs.
Keep Track
Keep track of actual costs by using a collection methodology that is consistent and timely. 
Cost Analysis and Forecasting
Cost analysis and forecasting should be ongoing activities throughout the lifecycle of the project. This will help bring about cost awareness, transparency, and enhance overall risk management as it relates to cost. 
Communicate
Establish regular communication to review and answer any cost and budget related questions. Good communication in this area also helps avoid risks. 
Look for Warning Signs
Look for warning signs such as late or inaccurate cost reporting information.]
