Establishing project profitability in the product develop-
ment phase, from early concepts to product launch

Benefits

Secure investment decisions through
early transparency on product price
and cost

Increase consistency and accuracy of
profitability calculations by enforcing
company-wide calculation standards

Establish project profitability from the
start

Use consistent and up-to-date calcula-
tion methods throughout the
company

Create quotations faster by re-using
templates and existing knowledge

Comply with standards and compli-
ance policy

Features

Dynamic profitability calculations
including cash flows (net present
value, internal rate of return, dis-
counted cash flow, etc.)

Profit and loss statements, cash flow
analysis and various key performance
indicators respecting working capital
calculations

Impact of trends and resulting action
The challenges in the field of product
development have changed dramati-
cally in recent years. In many industrial
sectors, there are increasingly complex
requirements from the market and the
customer side, while at the same time
shortening lifecycles. Product portfolios
are also diversifying to meet different
customer requirements in global mar-
kets. Various company-wide require-
ments must be met to ensure regulatory
compliance.

It is difficult to determine the cost of a
new product in an early stage due to
incomplete information and volatile
cost components. Evident weaknesses
are visible within the process, if the
calculation process is serial using a
variety of interfaces, and various inter-
national subsidiaries may be involved in
the process. Many companies are still
using isolated databases and spread-
sheets, even for cost calculations in
early stages of development.
Information technology (IT) solutions
such as product data management
(PDM), enterprise resource planning
(ERP), customer relationship manage-
ment (CRM) and financial reporting

often include relevant pricing sources,
but in many cases are not integrated on
aspects of cost calculation.

To ensure a comprehensive cost
forecast, control and optimization,
calculation methods must be standard-
ized across the company and the master
data should be consistent and up-to-
date to ensure continuity and
transparency over the entire calculation.

Benefits of an integrated calculation
platform

Teamcenter Product Cost Management
provides an enterprise-wide platform
for creating and managing calculations
and capturesthe company’sinternal cost-
ing expertise centrally. This approach
makes it possible to keep cost methods
and models up-to-date and standard-
ized across the enterprise. Teamcenter
Product Cost Management uses the
methodology of the classic overhead
calculation based on a bottom-up
approach enhanced with ERP data. This
approach is based on a detailed product
structure and defines the use of materi-
als and the process costs.

Teamcenter provides the opportunity to
calculate the profitability of the project
over the entire lifecycle early in the
development process. Since a large part
of the production costs are already
established in the early phase, this
capability is a decisive factor for the
identification of successful projects. The
price for a component or assembly can
be calculated at a specific time by using
the static calculation in Teamcenter.
Based on the information from the
static calculation, the capital expendi-
ture (for example, for development,
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Profitability calculation with Teamcenter
Product Cost Management

Features continued

* Evaluation of product and project
value based on relevant indicators
(contribution margin, revenue, pay-
back period, etc.)

* Risk analysis using real-time simula-
tion of scenarios (labor cost
fluctuations, volatility in sales and
procurement markets, technological
developments)

* Analysis of profitability with powerful
reporting

 Portfolio analysis with aggregated
cash flows and KPIs over several
projects

* Preparation of business cases includ-
ing KPIs for comprehensive
management reports

* Reproduction of different scenarios
(including worst, normal and best
case) by managing parameters and
taking opportunities and risks into
account

Part EOM - Europe

Part BOM - USA
Part BOM - Asia

Product cost calculation

Investments and forecasts

Project calculation

Investments and expenses

= Manufactu Forecast of variable costs

Profitability calculation

Teamcenter Product Cost Management provides a clear and continuous process workflow.

purchase of machines and tools) can be
calculated for the upcoming project.
Also, the forecast of variable costs such
as future price changes and labor costs
can be determined.

Particularly in the early phases, compo-
nents and assemblies are subject to fre-
quent changes within product develop-
ment. In order to take these changes
into account as quickly and with as little
effort as possible, Teamcenter Product
Cost Management can directly import
product structures from Teamcenter or
other product lifecycle management
(PLM) systems. The bill of materials
(BOM) calculation that has already been

20m000

2000000

5,000,000

——Castéiow (BCF) - Normal

——Cashiow (DCF) - Worse case  =mmm Casiiiw (DCT) - Best case

Cash flow calculation with different scenarios (best, normal and worst case).

performed is updated and the changes
are automatically transferred to the
dynamic profitability analysis. Changes
to the product structure within the
development phase can be included in
the BOM calculation and automatically
transferred into the dynamic profitabil-
ity analysis. Calculation and profitability
analysis are therefore always up-to-date
and are continually pursued. Through
the version management of calculations
in Teamcenter, changes can be compre-
hended at any time by all stakeholders.
This transparency also provides the
basis for the comparison of cost calcula-
tions down to the cent, which is often
decisive for long-term massive cost
effects in the case of high production
volumes. Using these functions, simula-
tion scenarios of the calculation can be
carried out and stored in a controlled
manner for a later comparison. As a
result, this current calculation provides
a company-wide, uniform information
source for all departments involved in
the development process.

How the profitability calculation works
After the creation of a project and a
static calculation, the profitability
calculation in Teamcenter is carried out
based on the previously created infor-
mation. With Teamcenter it is easy to
link more profitability calculations to a
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Profitability calculation — calculation of cash flows and discounted cash flows.

project to reflect different scenarios
(best, normal and worst case).
Quantities and part number histories
can be recorded quickly and easily
within the profitability calculation.
Thereafter, the BOM calculation is
updated and recalculated and included
in the profitability calculation.

The dynamic profitability calculation in
Teamcenter indicates the expected
price changes in percentages for net
sales price, material costs and direct
labor (for example, wage increases
based on forthcoming collective bar-
gaining) and presents them in a clear
overview. Considering these factors, the
profitability calculation in Teamcenter
provides a cash flow calculation and an
overview of all indicators at part level,
plant level or project level.

Facts rather than opinions - clear,
current and target focused metrics
Based on the discounted cash flow,
Teamcenter provides various key figures;
for example, net present value (NPV),
internal rate of return (IRR) and payback
(amortization period), which can be
used to assess the profitability of proj-
ects. By means of the key figures,
projects can be compared clearly and
directly with each other. In addition to
the indicators that can be derived from
the discounted cash flow, additional
indicators can be determined using
Teamcenter in the context of the profit-
ability calculation, for example return
on sales (ROS), return on investment
(ROI), return on capital employed/total
capital (ROCE) and economic value

added (EVA). Custom key figures can
also be defined and tracked with
Teamcenter. Teamcenter provides this
data and the results of the calculation
as a transparent and clear overview for
determining the project profitability.

Multi-project reporting - keeping track
Teamcenter provides the capability to
perform the profitability calculation for
several aggregated projects and to
customize them as needed. You can
analyze the profitability of particular
customer projects or the profitability of
the projects of certain plants. By provid-
ing reliable KPIs and the cash flow in a
multi-project view you can have an
overview of the profitability of different
projects and can compare these with
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each other. This functionality provides
answers to questions such as: How
profitable are the projects with respec-
tive customers? How many projects are
successfully carried out? Is it worth
carrying out several projects connected
to one another? Are certain product
groups still profitable? Do certain prod-
uct groups need to be subsidized?

Project dependencies and synergy
potentials between different projects
can be uncovered by visualizing all
projects in multi-project reporting that
would otherwise have remained hidden.
Thus you can not only decide on indi-
vidual projects but systematically view
your overall portfolio.

Meet standards and compliance
Teamcenter supports you in implement-
ing standards and meeting compliance
guidelines with centralized master data
management and consistent calculation
methods. An accurate repetition of the
calculations is possible due to the
standardization of methods and data in
Teamcenter. Calculations can be per-
formed consistently by different
individuals or at different points in time.
This results in additional advantages in
terms of data security and minimization
of individual errors. In case of changes
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Calculation of indicators based on the discounted cash flows.



within a project, for example, adjust-
ments of the net selling price, quantities
or special costs, a direct update of the
results is automatically carried out
within the profitability calculation.
Teamcenter offers revision-safe
archiving of calculations through the
versioning of project status. Changes in
projects can be traceable and compari-
son of project status is feasible at any
time. As a result, Teamcenter ensures
efficient risk management across the
entire product lifecycle.

Ensure profitability and make secure
decisions

In summary, Teamcenter Product Cost
Management consolidates the cost-
related information and thereby
provides a collaboration platform for

cost management in the new product
development and introduction (NPDI)
phase. You can recognize which invest-
ments are profitable earlier with the
integrated profitability calculation,
based on a central database and
merged with costing calculation and
planning. You are constantly up-to-date
about the risks and potential revenues
with the specified options for scenario
analysis. The transparency on risk ratios
ensures efficient risk management
throughout the product lifecycle.
Teamcenter provides optimum support
for finance in the field of comprehen-
sive profitability calculation with the
unique approach of merging calcula-
tion, planning and profitability
calculation on an integrated platform.
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