Health Professions Council
Finance and Resources Committee Meeting — 20™ November 2006

PROJECT REPORTING - PUBLIC PAPER
Executive Summary and Recommendations

1. Introduction

The HPC will introduce a new project financial reporting system from the start of the next
financial year starting 6" April 2007. To date, project spend has been embedded in
Department’s annual budgets, in terms of both operating expenses and capital expenditure.
Whilst this may have been a pragmatic solution in the early days of HPC’s existence and
during its initial period of rapid growth, this is no longer the case. Project managers,
Department Heads, the EMT, Committees and the Council now require frequent, timely and
accurate financial reports on significant individual projects to ensure that they are delivered
to specification, on time and on budget.

2. Decision
The Finance and Resources Committee is requested to approve the new reporting
process.

3. Background information
HPC undertakes three categories of projects :
i.  Major projects e.g. 22 — 26 Stannary Street premises renovation
ii.  IT enhancement projects e.g. minor LISA enhancements
iii.  Business as usual projects (not Major or IT enhancement ones)

A paper on criteria for classifying projects titled “Project Management at HPC” is included
separately.

3.1 Initiation of financial reporting of projects

Once project have commenced, they will be monitored in two ways. Firstly, progress in
terms of meeting the project timetable and milestones — refer the HPC Major Projects
Scorecard in the appendices. Secondly, a new project financial reporting system will be used
— refer Sample Reports in the appendices.

3.2 Project Financial Reporting

Significant Major Projects

Each project will be allocated a unique identifier, by way of a reference number that aligns
financial reporting with the project status reporting. Financial reports on significant major
projects (the Fees Project, the CPD Project, the 22-26 Stannary St project and the Equality
and Diversity' project) will be prepared on a monthly basis. The reports will outline capital
(CAPEX) and operational expenses (OPEX) against budget. Examples are attached for
MP24, the 22-26 Stannary St Project.

' Because of its size, multi-year duration and affect on multiple departments, the Equality and
Diversity (E&D) project will likely be reported on as a number of discrete E&D projects.



In the case of the 22-26 Stannary St Cost Centre, for simplicity, ongoing external business-as-
usual costs (utilities, rates etc) will also be charged to the cost centre. Similarly, for the
Continuing Professional Development (CPD) initiative, once the CPD project is completed
(after the first CPD audit in 2008), ongoing CPD costs will be charged to that Cost Centre, so
that the ongoing costs of CPD can be monitored.

Project reports will be prepared on a monthly basis by the Finance Department and issued to
the EMT as well as the Project Managers/Leads for those projects. The Finance Manager
will also present an overview report at each meeting of the Finance and Resources
Committee.

Major Projects
Capital spending (CAPEX) will be reported on a monthly basis — refer Appendix on Capital

Expenditure — LISA Projects. Major Project Operational spending (OPEX) if any, will
remain embedded in department annual budgets and will continue to be included in the
monthly financial reports as a department cost. If further detail of project OPEX cost is
required (because it is significant), this would need to be analysed out separately as an ad hoc
manual exercise.

Significant Major Projects and Major projects running for more than one financial year can
be monitored across the total duration of the project. However this would need to be done as
an ad hoc reporting exercise on request, as is a manually-intensive job. To elaborate,
historical costs have been coded as departmental costs and would have to be searched out and
identified as project costs under the new definitions of specific HPC projects (MP1, MP2
etc.). Furthermore, there are management judgements required for some historical costs, as
to which projects they should be identified as. For example LISA/SAGE.system interface
and Comms dept costs.

Business as usual and Enhancement Projects

Capital spending (CAPEX) will be reported on a monthly basis. OPEX spending will remain
embedded in department annual budgets and will continue to be included in the monthly
financial reports as a department cost. If further detail is required, this would need to be
analysed out separately as an ad hoc manual exercise, on request, as at present.

When the Finance Department upgrades, or replaces, its existing SAGE Line 100 financial
reporting software, a project-reporting module will probably be purchased to enable
improved project reporting.

3.3 Capitalisation of Project Costs

When project reporting commences, we do not intend to allocate internal costs, such as the
cost of employee time spent on projects, or to capitalise those costs. However, external costs
such as systems development and testing will continue to be capitalized to specific projects.
Note that depreciation expenses recognised from project capital spending will become a
business-as-usual opex cost to a department, once the project is completed.

Where project costs are capitalised, they won’t be depreciated until the project is completed
and project benefits start ocurring.



3.4 Project Evaluations versus Project Reporting

Projects will continue to be evaluated in advance, on their merits. These include examining
the overall benefits against the overall costs” and weighing up other non-financial
considerations. Project reporting referred to above relates to the period after approval has
been granted and the project is in progress.

3.5 Benefits

The benefits to the new reporting system are as follows :
® More accurate budgeting
¢ Better monitoring of projects’ progress and timely intervention if timetable and/or
budgets are adrift
e Post-completion project evaluation

4. Resource implications
e Management Accountant’s time
® Project Lead and Project Manager’s time

5. Financial implications
Nil

6. Background papers
Nil

7. Appendices
e HPC Major Projects Scorecard 2006/07
e Sample Financial Reports

8. Date of paper
8™ November 2006

* Typically there is a trade-off to consider between approving a proposal involving higher upfront
process-automation cost and lower ongoing business-as-usual running cost versus approving an
alternative proposal involving lower upfront process-automation cost and higher ongoing business-as-
usual running cost.
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