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Part 4

The knowledge bank

WRONG
In my capacity as departmental manager, I held a 
status meeting with each of my project managers 

once a month. It was now Hans-Jørgen’s turn, and 
he presented the following table:

PROJECT- 
NUMBER SALES PRICE COST BUDGET ACTUAL COSTS REMAINING 

COSTS SALES CM ACTUAL 
CM

3387001 234,576 180.900 98,788 82,112 53,676 53,676

3387913 178,987 150,000 100,000 50,000 28,987 28,987

3387977 345,999 300,000 178,877 121,123 45,999 45,999

3387998 100,000 100,000 24,999 75,001 0 0

The formula is used when we have put the divergences “behind us” and they are
not expected to arise again. The remaining budget is calculated as the project’s 
budget at completion (BAC) minus earned value (EV).

3. Actual costs to date plus the remaining project budget modified with an 
execution factor
Formula: EAC = AC + (BAC−EV)/CPI
Where:

• CPI is the Cost Performance Index

The formula is used when the actual divergence is considered typical for future 
divergences. This could be the case, for instance, if the dollar exchange rate has
consistently been set too high or too low.

Just as was the case with Project schedule management, the dilemma for 
the project manager is that the truth may be difficult to get at. Information to 
the effect that the project is “on budget”, is not necessarily positive. If there are 
also delays in the project, the situation could well be that the project is on its 
way to exceeding the budget. The following case history illustrates this:

Figure 4.72 Hans-Jørgen’s project overview, August

Figure 4.73 Hans-Jørgen’s project overview, September

Figure 4.74 Hans-Jørgen’s project overview, October

The customer must pay a total of DKK 234,576 
for the first project – project number 3387001. We 
calculated from the beginning that it would cost us 
DKK 180,900 to perform it, which should give us a 
profit of (CM = contribution margin) DKK 53,676.

According to Hans-Jørgen’s status report, the 
project had cost us DKK 98,788 so far. He esti-

mated that the remaining costs would be DKK 
82,112, which meant that the profit would be as 
expected on the sales date, namely DKK 53,676 
(actual CM). The other projects followed a similar 
pattern, but it should be noted that project number 
3387998 was special as we earned nothing on it 
(CM = 0) because it had come about by agreement
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FIGURE 4.72
Hans-Jørgen’s project overview, August. © Praxis − Nyt Teknisk Forlag 2020


