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Introductions

e Take 5 Minutes

 Turn to a Person Near You

* Introduce Yourself

* Business Cards

Let Rego be your guide. regoUniverSityZOZS
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Common Financial Challenges with Enterprise
Agile

How are investments evaluated and prioritized in moving from waterfall to Agile or hybrid-
Waterfall/ Agile environment?

Where do we optimize resources to for new innovation, maintenance, and quality efforts?

How to we track the S value of product delivered based on the investments made and resources
allocated?

Without projects or timesheets, how do we allocate labor costs to the correct Apps, Services, or
Business Units?

How do we shift from traditional capitalized labor tracking and accounting to an Agile one,
considering that time is no longer based on timesheet process?

Let Rego be your guide. regoUniverSity2023
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Challenges with Traditional Financial Planning

* Weak links to strategy e Often prevents right things from

* Very time-consuming process getting done

e Often leads to wrong things
from being done

e Stimulates unethical behavior

* Assumptions quickly outdated
_ o * The world ends on December
* Provides illusion of control 31t (or whenever your FY ends)

* Decisions are made too early + A language ill-suited for

* Decisions are made too high up performance evaluation

Source: Implementing Beyond Budgeting by Bjarte Bogsnes, 2016

regoUniversity2023



There is a shift from Waterfall to “Agile at Scale”

Delivers incremental value based on customer needs
Business Value

. Ongoing re-prioritization ensures right focus
Alignment

-

Rapid iteration with customer improves value alignment Harvard @7 . ®

M

BuSiness The S ni)nsu ng 2Blaé"g

Review ===
bt b

Focus on MVP
Time to Market More rapid release cycles

Continuous delivery of incremental value

HOW TO CREATE A TRULY
FLEXIBLE ORGANIZATION

Merges App Dev and operational processes
Improved Productivity Focus on prioritized backlog

Quality issues addressed on ongoing basis

Let Rego be your guide. regoUniverSityQOZB



... but Financial Governance is not keeping pace

AGILE IMPACT ON FINANCIAL GOVERNANCE

Percentage of Respondents

Funding process with Agile has changed 85% Little change to funding process
n=191

Using Agile techniques to track costs e

& 18 o a _ 80% Labor capitalization process unchanged

and labor capitalization
n=187

Business case different than waterfall 76% Business case for entire project
n=187

Changed to product-centric model 72% Still using project-centric model
n=192

Same investment body regardless of o Different governing bodies for

0

delivery method Agile and waterfall investments

n=187

Agile in the Enterprise

E regoUniversity2023



Why change what you are doing today?

Time Consuming & Outdated Budgets
Are you spending large portions of your days for 3-6 months developing an annual
budget that is outdated before you even finish?

Plans Deliver Limited Value
Are you executing on plans that no longer add or at least optimize value as the world
and your organization changes?

Inaccurate Variances
Do you spend a considerable time every month explaining variances to plans that were
not very accurate in the first place?

Not Doing the Right Things
Does the organization reward the team for being “on budget” but not necessarily
doing the right projects the best way possible?

regoUniversity2023



s This the BEST IT Financial Planning Approach?

HOW MUCH WILL IT
COST TO DEVELOP OUR
NEXT GENERATION
PRODUCT?

o

E-mail: SCOTTADAMS@AOL.COM

IT WILL COST
WHATEVER YOU PUT
IN THE BUDGET.

Y
M

HOW MUCH
SHOULD I PUT IN
THE BUDGET?

©2009 Scott Adams, Inc. /Dist. by UFS, Inc.

ASK FOR THE BIGGEST
NUMBER YOU THINK
WILL GET APPROVED.

IF WE GET A LOT
OF MONLEY WE CAN
BUILD SOMETHING

GREAT.

\

/

IF WE DONT GET MUCH
MONEY WE CAN BUILD
SOMETHING LAME, AND
COMPENSATE FOR THE
LACK OF QUALITY BY
LYING MORE VIGOR -
OUSLY THAN USUAL.

T'LL ATM LOW
SO I DONT GET
YELLED AT DURING
THE EXECUTIVE
BUDGET MEETING.

\

www.dilbert.com

7-26:09

I REMEMBER A
TIME WHEN THIS
SORT OF THING
WOULD HAUNT ME.

regoUniversity2023



Best Practices and Trends in IT Financial Planning

Ability to do Rolling forecasts /
Continuous planning a must have today

Weekly/Monthly planning of IT budgets now common
place since Covid 19

On-going access/updates in real-time instead of a
small open window where changes are allowed

Revision control and what-if scenarios mandatory
today, drives forecasting accuracy

Agile / Product funding models

The ability to capture and ingest data from the
multitude of dispirit systems in use today

Labor planning around Agile Application Development
and Services provided by IT

Auto-generated budget consolidation, OPEX and
CAPEX line items, depreciation and amortization

Let Rego be your guide.

—+

Holistic approach to IT planning — not
compartmentalizing PPM, Agile, ITSM,
and IT Finance.

Delivers faster time to IT business value
More accurate IT budgets and forecasts

Better decision making around IT investments and
operating spend

regoUniversity2023



Moving to Rolling
Wave Planning

To create agility across the organization, we need to
encourage realignment as the market shifts. This means
moving away from a fixed annual budgeting process and
shifting to Rolling Wave Planning. By focusing on funding
products instead of projects, we speed the engagement of
critical new work by no longer needing to get money to
back it. Instead, we fund the entire product and then
identify the most valuable work and push that to the top
of the list. To do this, we meet twice a year to review and
prioritize the Epics and realign our people based on what
we identified is the immediate need for the next planning
cycle

regoUniversity2023



Impact of Continuous Planning

Less waste High Performance Teams Efficient / Effective Process
Free up significant resources consumed Right things done at the right time for More efficient and effective process since
to create the annual budget and reduce the right reasons translating into lower planning occurs continuously and up to
time consumed explaining variances stress overall and happy, engaged teams date information is available

Continuous Planning Process

Time efficiencies Value Added Time

Spend time creating plans and forecasts * No time spent on initiatives that did not make the ideation
that are more accurate when better info cut

is available * Starting point for future plans making analysts more efficient

so they can find opportunities that optimize value

regoUniversity2023



Reversing the lron Triangle

Resources

Scope (Requirements) Time (People)

Agile
WatErian Value-driven

Strategic Themes and

P | an _d r|Ve N Objectives drive priority.

The Plan creates cost/schedule Quality is built-in.
Resources Time Scope
(People) (Features, Stories)

estimates.

regoUniversity2023



Watertall Projects vs. Agile Products

Waterfall Projects Agile Products
$ Funding is assigned

$ Funding is assigned Staff are assigned. toa to Teams and Team
to Projects team based on skills, of Teams that

Domain knowledge, support a Product or
and demand Product Group

4 — o

Project A Project C 00 m
J E roject ﬂ “ﬂ* m

1 Project B Staff W
‘T Staff is assigned to Manager _?\egallri Team cﬁ‘Teams
Projects based on
funding, availability,
and demand Product A Product B
o ! ® Backlog Backlog

rt Ll 4V A
- 'H‘ Staft 'ﬂ‘ Staff

Staff Staff Manager

regoUniversity2023




Labor Cost Allocation Best Practices

R

Assign

.
@

Staff Team
Capacity
Cost / No Of Total CapEx
Week WS
Team A $80,000 $1,920K $1,536K S384K
Team B $65,000 12 S780K S624K S156K
Team C $50,000 52 $2,600K $2,080K S520K
Team D $70,000 52 $3,640K $2,912K S728K
Total $8,940K $7,152K $1,788

regoUniversity2023



Participatory Budgeting

A dynamic, collaborative process that enables LPM to gather the data and build the census required to invest in
the best possible solutions

« Allows the portfolio to adjust budgets to support rapidly changing customer and market needs

« Provides leaders with insights and perspectives from multiple stakeholders about existing solutions and proposed epics
« Creates alignment and buy-in on difficult funding choices, improving employee engagement and morale

« Increases ownership of budgets and results in more realistic and achievable budgets than those imposed top-down
« Improves information sharing and knowledge between leaders and teams

) ( )
J \ J
Yy

Prepare the content Assemble the participants Conduct the forums Analyze results

‘U] - () Business Context “- €Q\ a@@ s N
Business Owners & a | __B Crl
. Total Portfolio Budget A & 2 A 9 : =
and Guardrails v A A -5
" 109 —

Epic Owners System/Solution

@ Baseline Solution rentects Q‘ a ,9
220 Investments (BSls) 0 a a > & & Py

|
— — e <« B
ropos: ution
@ v Ini‘t)ig:ves (PSls) Management 619 43

© Scaled Agile, Inc.
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ApptioOne + Targetprocess

Better Together

A

regoUniversity
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Connected ecosystem improves visibility, alignment, and value delivery

Deliver business value Manage cost and funding of business value delivery
Portfolio Management Tech. Financial Management o
i Financial 1
Work CPO, CDO, CTO, Engg Leaders IT & BU Leaders, CFO iy |
Management Agile Transformation Leads : w i
c‘% APPTIO c“? APPTIO i ” Microsoft i
wira ) |
Azure Davope Targetprocess ApptioOne \,::::::::::'
i HCM
Ayl GitLab , , : : :
ign value delivery to strategy an (budget and forecast) build/run 1 workday. 1
M Al lue del to strat M Plan (budget and f t) build/ IT . kd .
Rally Software \\‘ M Manage demand spend e > i EY i
@sroapcom [ Align capacity & demand < > M Model (what-if scenarios) financial | ORaAcLE !
naProject Server [ Plan & prioritize investments impact of portfolio/resource changes RO
N~ ' M Manage value delivery M Track actual build/run costs; understand :',Contingent\i
[ Track portfolio health and financials variance drivers  Staffing |
Demand M Inform labor capitalization ' Quantify TCO and profitability ! S oecine |
servicenow M Quantify value delivered M Manage BU consumption ’,\ ——————————————————— g .
. BSM/P2P i
: : ! SAPAriba '
- . {\ _____________________ |
@BROADCOM'  carvicenow :  ITSM
Clarity | | servicenow |

regoUniversity2023



How ApptioOne + Targetprocess integration works

Align Work & Strategy

o
~
2.

i}

Align Value Streams to
strategy

Allocate/plan resource
capacity

Plan & prioritize work

©

Jira Software

J

Azure DevOps

What-if analysis of
prioritizing work

Send budget for
strategic projects
& products

|dea creation

Fund Work
) ;i:..

Request more non-labor
funding

Reconcile line-item

l expenses

Request more labor

Adjust project funding

&

Strategic initiatives

a EXEC
Execute & Measure
;I:‘-

Manage feature roadmaps
& delivery

Manage risks and
dependencies

Measure progress against
OKRs

Capture value delivered

Finance/PMO/PM/RTE

Technology budget & actuals

Labor & non-labor expenses

[ ] .
- IT Finance

‘f l ApptioOne

;l‘ s
QO

Analyze & Act

&

CIO & Business value
dashboards

ROI & margin analysis

l Budget vs actuals

reporting

BU consumption analytics

Act on future
planning cycles

regoUniver s
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Labor Capitalization for Agile

A
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Introduction to Capitalization

FASB 86 categories of expenses and potentially capitalized costs:

T eese | Caprae

Costs associated with establishing feasibility of a

program, including:

* Feasibility research and prototyping

* Analysis and formulation of alternatives

* High-level architectural work in support of decision-
making

* Training

* Production maintenance and support

Costs associated with committed new projects and

upgrades and enhancements that increase functionality

of existing software which may include:
* Detailed design activities (maybe)

e Salaries

* Cost of materials

e Contract labor

* Burden

Excludes specifically general and administrative costs and overhead.

regoUniversity2023




Capitalization Patterns Summary

Timesheets: Flat Percentages:
* |dentify Projects and/or Tasks that are Capitalized * Using empirical previous Projects/Products, calculate the
* Other categories for activities, work not Capitalized percent of effort Capitalized
» Staff logs time to these areas based on where the put Apply that ratio to current and future work
their time At least annually review and adjust ratio

Agile

| -
o
o
S
Q
+—
)
=

Entity Identification: Portfolio Kanban Flow :

* Features, User Stories, and/or Tasks are flagged as * Portfolio Kanban represents the steps from Idea to
Capitalized Delivery
Decomposition of work must be segregate the entities Those steps can be mapped to OpEx or CapEX
into these one of the categories. While the Entity is in the step, several methods can be
Either effort is entered for each entity or a ratio of used to determine and accrue costs
CapEx/OpEx is determined then applied to the total cost
of the team

Agile Only

: . . - uploads/2016/02/ACCOUNTING-FOR-CAPITALIZATION-OF-AGILE-LABOR-COSTS.pdf
https://www.infog.com/articles/agile-capitalization/
https://www.scaledagileframework.com/capex-and-opex/

regoUniversity2023


https://www.agilealliance.org/wp-content/uploads/2016/02/ACCOUNTING-FOR-CAPITALIZATION-OF-AGILE-LABOR-COSTS.pdf
https://www.infoq.com/articles/agile-capitalization/
https://www.scaledagileframework.com/capex-and-opex/

Entity Identification

CapEx and OpEx work can
be occurring ‘

simultaneously during
each timebox with Agile ' . ‘ '
development practices. ‘ ‘ ‘
Expense Type
of Work —/

Capital Type of
Work

regoUniversity2023



Portfolio Kanban Flow

Y & N = B 9,

Funnel Reviewing Analyzing Portfolio Backlog Implementing Done
Ve N\ [ ™ / T \\ CENEE T
(All big ideas are \ * Refine + Solution (- Epics MVP : Persevere + Done when LPM
captured, such as: understanding of altematives approved by governance is no
Here we reference the Scaled the Epic LPM -Buidand |- Affected ARTs | || 1070 oquired
* New business * Refined cost evaluate MVP : or Solution
1 ’ 1 opportunities + Create the Epic estimates and + Sequenced .  Trains reserve
Agile Framework’s Portfolio buneh Shhrdiod e Soqurce | R e e
9 statement . Define MVP persevere ! epic
Kanban framework. Marketplace changes || oo oo decisionmade | %"
. s ntinue
* Mergers and estimates and t():l;z?ntgslgean * Pulled by teams 1 Feature
i I
acquisitions WSJF g 1 implementation
Problems with « WIP limited Gl 4 1 until WSJF
existing Solutions ONO-gO GOCISN0n : determines
WIP limited , Otherwise
Pull when an Pull when an Epic Pull when Pull when train : Pull when MVP Pull when Epic is
Epic Owner is Owner has approved by capacityand |,  hypothesis no longer a
available capacity LPM budget available | proven true portfolio concern
_ A J \\ Y Q J \ ! )

\ 1
L0 !

Business

Owners ﬁ&
. ‘ Epic Owners ' .

Product and Solution Solution and System

Management i i
g Architects/Engineers © Scaled Agile, Inc
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Questions?

K\ R
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Surveys

Please take a few moments to fill out the class survey.
Your feedback is extremely important for future events.

Let Rego be your guide. regoUniversity2023
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hank You For Attending Rego University

Let us know how we can improve!
* Access your account at pmi.org

Instructions for PMI credits I-i’}.

Don’t forget to fill out the class survey.

e Click on Certifications

e Click on Maintain My Certification
* Click on Visit CCR’s button under the Report PDU’s

* Click on Report PDU’s Phone
888.813.0444

* Click on Course or Training
* Class Provider = Rego Consulting

* Class Name = regoUniversity

e Course Description @ Email

« Date Started = Today’s Date info@regoconsulting.com
©]

* Date Completed = Today’s Date
* Hours Completed = 1 PDU per hour of class time

Website

www.regouniversity.com

Let Rego be your guide. regoUniverSity2023

* Training classes = Technical

* Click on I agree and Submit



mailto:info@regoconsulting.com
http://www.regoconsulting.com/

