Absolute reference, 99, 101, 107,
115, 214, 503
Accident
history, 186
job related, 186
Accounting
consistency, 90
errors, 162
internal controls, 89-90
reconciliation, 90
regularly, 90
services, 199
software
labor burden, allocation of, 242
report preparation, 19
selection, 90-92
system
access to, 90
computerized, 194, 198,
497-501
cost control, 18-19
defined, 17
purpose, 17
setup, 8
tracking committed costs, 81
trade discounts, 415
transactions, 90
unexpected conditions, 162-163
Accounts payable
in accounting system, 498
defined, 28
retention, 28, 49
trade, 28, 48-51, 59, 61, 66,
69,73
Accounts payable to revenue ratio, 140
Accounts payable to sales, 140
Accounts receivable
in accounting system, 497-498
collection of, 134
defined, 26
retention, 26, 61-62
trade, 26, 61-63
Accrual, method of accounting, 22
Accrued payables, defined, 28-29
Accumulated depreciation
contra account, 27
defined, 27
Acid test ratio,128-129
Actual cost of the work performed
(ACWP), 163
Advertising, 196
AIA forms, 497
Allowances, 181-182
Alternate Minimum Tax, 296, 309
Alternative
best combination, 428
competing, 445, 458

contingent, 425
cost assignment, 429
current best, 445, 458
do nothing, 425, 448, 460
elimination of, 445, 458
independent, 425
initial cost, 437, 444, 458
life span
adjusting, 431-435, 441-444
lengthening, 433
shortening, 432-433
mutually exclusive,
425-426, 456
rejection of all, 425
repurchase, 433-435, 451
study period, 431-435, 441,
451, 485
unfeasible, 426
useful life of, 466
Amortization schedule
of lease, 68-69
sample, 395-396, 555-564
schedule, 394-396, 488
Annual equivalent, 451-454, 461,
469,477
Excel, determining with, 453
Annual percentage yield,
380-383, 409
Excel, determining with, 381
Appraisal, 396
Asset
current, 24
defined, 24
disposing of, 108
fixed, 72
gain on sale, 72-73, 118,
303-304
long-term, 63
loss
in value, 461
on sale, 72, 118, 303-304
misappropriation, 89
placing in service, 108
theft prevention, 89
total, defined, 27
tracking of, 90
Assets to revenues ratio, 137-138
Assets to sales ratio, 137-138
Associated Builders and Contractors,
197
Associated General Contractors, 197
Automobiles, location on balance
sheet, 27
Average age of accounts payable,
136-137
Average age of accounts
receivable,134-135

Average daily balance, 407

Bad debt
allowance for, 128
budgeting for, 196
Balance sheet
defined, 24
measure of financial health,
125-126
preparation, 20, 24, 86
relationships for, 24
sample, 25
Bank
fees, 196
selecting, 416-417
Bankruptcy, 89
BCWP, 164
BCWS, 163-164
Bidding, practice, 231
Bill
owner, 61-62
payment, slow, 415
progress, 90, 160
Billing
date, 380
over, 9, 86-89
period, 160, 380
total, 87
under, 9, 86-89
Billings in excess of costs, defined, 28
Billings in excess of costs and profit
calculation, 86
changes in, 76-77
defined, 28
Blame-placing game, 172
Bodily injury, 187
Bonding, limits, 260
Book value
defined, 27, 96
of equipment, 72-73
Bookkeeping, 199
Break-even contribution margin,
226-227
Break-even volume of work, 24-227
Budget
accurate, 172
original, 82
realistic, 162-163, 237
unrealistic, 170
Budgeted cost of the work performed
(BCWP), 164
Budgeted cost of the work scheduled
(BCWS), 163-164
Buildings, types of, 247
Business
licenses, 200
plan, 4, 418

Buyout, 161

C corporation, income tax on, 295
Capital
cost of, 430
limited supply, 426
at risk, 463, 467
Capital gain, 72-73, 118, 303-304,
482-483
long-term, 303
short-term, 303
Capital lease
amortization, 35
defined, 29
Capital loss, 72, 118, 303-304
long-term, 303
short-term, 303
unused, 303
Capital recovery with return,
461-462, 477
Capital stock, defined, 29
Car expense, 196, 200
Car rental, 200
Cash
account, 50-51
benefit to project owner, 279-280
disbursements, 17, 359
estimating, 314-315
equivalents, 181-182
inflows, 265
insufficient, 259
investing limited, 13
investment in projects, 249
location on balance sheet, 24
method of accounting, 20, 22
minimum balance, 333-334
need, 313
peak, 267-268
outflows, 265
pass through, 260
petty, 24
raising, 377
receipts, 17, 359
estimating, 314-315
sufficient, 11
surplus, 313
Cash flow
addition of, 342, 348, 350
after-tax, 485-494
cash balance, 328-329
average, 328-329
company projection, 12
complex, 360-366
condominiums, 281
construction operations, from,
314-325
diagrams, 359-360
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Cash flow (continued)
equivalent, 341
fine tuning, 334, 336
general overhead, incorporation
of, 325-328
income taxes, incorporation of,
328-329
interest, incorporation of,
328-329
loan payments, incorporation
of, 328-329
monthly, 268
nonuniform, 363
operations, from, 325
peak, 268
projection
company, 418
developing, 314
updating, 313
residential, 281
sensitivity analysis,
334, 336
separating into two cash flows,
362, 364
size, 342, 428
subtraction of, 342
timing, 342, 428
uniform series, 343, 350
warehouses, 281
what if, 334,336
Certificates of deposits, location on
balance sheet, 24
Certified Public Accountant, 90
Change order
approved, 86
dealing with, 246
internal, 82, 162
to owners, 82
processing, 160
Charitable, contributions, 196-197
Chart of accounts, 20, 22
sample, 21
Check
payroll, 90
prenumbered, 89
preparation, 89
processing, 90
signing, 89
Checking accounts, location on
balance sheet, 24
Circular reference, 329, 332
Coefficient of determination, 513
Collection period, 134-135
Commercial construction, 333
industrial classification, 127
Commitment fee, 411-413
Communication, problems, 4
Compensating balance, 407-411
Competitive edge, 229
Competitors, tracking of, 231-233
Complete, percentage, 87
Completed contract, method of
accounting, 23
Compounding period, 343
Computer
backup, 92
hardware, 91, 197
location on balance sheet, 27
software. See Accounting, software
Constant dollars, defined, 371
Constraints, external, 426
Construction company
failure rate, 3-4
characteristics, 5-6, 8, 33
Construction equipment, location
on balance sheet, 27

Construction Specification
Institute, 38
Contingency, 162, 237
Contingent alternative, 425
Contra account, 27, 35, 44, 68,
70-72
Contract
cost-plus, 194
current amount, 86
revenue. See Revenue
Union, 177, 188
Contractual, obligation, 426
Contribution margin, 223-224
ratio, 223-224, 228
break-even, 226-227
Corporation, method of accounting,
22
Correlation coefficient, 514
Cosigner, 384-385, 417
Cost
accurate record, 7
actual, 82, 87
for bidding, 7
capital, 194, 461
codes, 37-43, 82
developing, 41-42
sample commercial, 39
sample residential, 40
standard, 41-42
committed, 18, 43, 81-85, 157,
160-161, 170
worksheet, 86-89
to complete, 83
updating, 161
at completion, 8, 18, 81-85
construction, 31-33, 87
estimating, 314-315
reducing, 228
control, 7, 19, 155-161
defined, 18-19
responsibility, 10
decreasing, 238
design, 285
deterministic, 170
different initial, 458
direct, 31
engineering, 285
equipment. See Equipment
estimated, 82
at completion, 86
updating at completion, 161
estimating, 239
fixed, 203
front-loaded, 86, 277
historical, 201
incurred, 430
indirect, 31
invoiced, 81
labor, 32, 41, 51, 285
loaded schedule, 163-165, 264
sample, 166
maintenance, 433
materials, 32, 41
mixed, 204
monitoring, 155-161
noncommitted, 82-83
nondeductable, 308
opportunity, 430
other, 33, 41
overruns, 82-83, 161, 163
payment terms, grouped by, 264
performance index
calculation of, 168-169
target levels, 170-172
permits, 285
probabilistic, 170

reporting
defined, 18-19
versus cost control, 159
responsibility for, 19
sales. See Construction costs
soft, 285
subcontract, 32, 41
sunk, 429-430
tracking, 8
trends, 171
unbilled, 83
committed, 8-9, 81, 87
underbilled, 86
underestimated, 237
underruns, 82-83
upgrade, 433
up-to-date, 163
variable, 203
variance, 83
vehicle, 196, 200
verification, 172
Costs and profit in excess of billings
calculation, 86
changes in, 75-76
defined, 26
Costs in excess of billings, 26
CPA, 90
Credit
cards, 415
rating, 415
report, 396
risk, 417
terms, less favorable, 136
Credits, defined, 47-48
Critical path, 167
Current assets to total assets ratio, 133
Current liabilities, defined, 28
Current liabilities to net worth ratio,
130-131
Current period net income
changes in, 48-49, 51, 59-61,
64-66, 68-69, 71, 73-76, 86
defined, 29
use, 37
Current ratio, 129-130
Customer
base, 247
buying their business, 252
expectations, 245
high maintenance, 251
matrix, 251
relationships, 252
satisfaction, 246
slow paying, 249

Data, validation, 172
Davis-Bacon, 177, 498
Death, job related, 186
Debits, defined, 47-48
Debt
financing, 377
personal endorsement, 417
secured, 384
subordinated, 384
third-party guarantee, 384-385,
417
unsecured, 384
Debt to equity ratio, 131-132
Debt to worth ratio. See Debt to
equity ratio
Decentralization, 7
Decisions
interactions between, 428
noneconomic factors, 471
Degree of fixed asset newness,
145-146

Demand deposits, location on
balance sheet, 24
Deposits, refundable, 26
Deprecation, 197
150% declining-balance, 102,
108, 112-113
200% declining-balance, 102,
108, 110-112
Excel, determining with,
106-107
acceleration of, 98, 101-102
cash flow of, 489
comparison of methods,
107, 121
cost allocation, for, 95
declining-balance method,
102-107
disposing of an asset, 108
double-declining-balance, 102,
108, 110-112
effects of method used,
127-128, 145
equipment, 35
Excel, determining with, 99,
101, 106-107, 115
financial statements, for, 95
general overhead, in, 195
half-year convention, 108, 110
for income taxes, 27, 485
less accumulated, 60, 65, 72
midmonth convention, 109
mid-quarter convention,
108-111
for office, 59-60
placing an asset in service, 108
rate, defined, 96
recording, 65
schedule, defined, 96
separate, 118-119
Section 179 Deduction, 118
standard recovery periods,
109-110
straight-line method, 96-99, 108
Excel, determining with, 99
switching to, 103, 110
sum-of-the-years method,
98, 100-102
Excel, determining with, 101
taxes, for, 95-96
Excel, determining with, 115
uses, 95-96
variables, 96
vehicle, 196
Design build, 314
Dividends, 295
Do nothing alternative, 425, 448, 460
Drop-down box, 107, 115, 504
Dues and memberships, 197
Dun & Bradstreet, Inc., 126-127
Duties, separation of, 89

Earned value, 163. See also Cost
performance index and Schedule
performance index

Economic

factors, 429

stimulation, 309
Employee

accidents, 186

benefits, 51, 53-54, 197

paying for, 56-57

burden, 53

hourly, 177

recruiting, 198

retirement, 53

salaried, 181



schooling, 189
taxes, 53
training, 189, 198
vacation, 54, 57-58
accrued, 28-29, 51, 53, 58
allowance, 32
for jobsite employees, 57-58
wages and salaries, 54, 197
Employment tax, 17. See also Social
security and Medicare
Entertainment expense, 199
Environmental factors, 471
Equipment
abuse, 253
billing for, 160
capital lease, 66-67
cash flow, effects on, 263
cost, 7, 18, 32, 41, 68, 253
allocation, 33-34, 70, 72,
160-161
billing with payroll, 92
charged to an employee, 35,
44-45,71-72
charged to a job, 35, 44-45,
70-71
tracking, 500
depreciation, 35, 44-45,
64-65, 160
fair market value, 253
fuel, 35, 44-45, 69, 161
insurance, 160
large investment in,
132-133,138
lease, 34, 44-45, 160
leasing
company, 263
versus owning, 485
ledger
purpose, 19, 43
relationships, 44-45
licenses, 35, 44-45, 160
lubricants, 35, 44-45, 161
maintenance, 35, 44-45, 69, 161
poor, 253
management, 239
operation
costs, 161
lease, 65-66
overallocation, 161
overhauls, 35
owner supplied, 246
ownership costs, 160-161
owning versus renting, 253
processing costs, 160-161
profit centers, 252-253
purchase with loan, 63-64
rent, 34, 44-45, 160
repairs, 35, 44-45, 69-70,
161, 253
return of, 160
sale of, 72-73
selection, 13
taxes, 160
time card, 160
tires, 33, 35, 253
underallocation, 161
utilization, 253
wear items, 35
Equity, financing, 377
Equivalence, 342-343, 428, 431
independent of calculations, 364
Ergonomic factors, 471
Escrow, 386, 397
Estimate, original, 82
Estimated Cost at Completion, 83
updating, 161

Estimating

errors, 239
poor, 4
using historical data, 41

Excel, 99, 101, 106, 115, 165,

214-215, 274, 299-300, 346, 349,
353-354, 356, 359, 363, 369-370,
381, 387, 391, 399-400, 403,
406, 438, 450, 453, 455,
503-509, 516-517
Function

AND, 504-505

CEILING, 507-508

EFFECT, 381, 400, 406

FLOOR, 507-508

FV, 346, 450

IF, 115, 299, 505

IRR, 455

NPV, 438

OR, 505, 507

PMT, 354, 387, 400, 453

PV, 349, 363

RATE, 400, 403

ROUND, 391, 507

ROUNDDOWN, 507-508

ROUNDUP, 507

SLN, 99

SUM, 363, 508

SYD, 101

VBD, 106

VLOOKUP, 299, 508-509

Goal seek, 369-370

Expense

interest, 196

other, 36, 73

prepaid, 59

reimbursement to employees, 182
Experience Modifier, 186
External constraints, 426

Federal Insurance Contributions Act
(FICA), 182. See also Social
Security and Medicare
Fees, loan, 285, 396-405, 485
FIFO, 74
Financial
management, defined, 5
manager, defined, 8
duties, 8-13
mix, 228-230
objectives, 201
performance, 244-246
ratios
accounts payable to revenue
ratio, 140

assets to revenues ratio,
137-138

average age of accounts
payable, 136-137

average balance, 126

collection period, 134-135

current assets to total assets
ratio, 133

current liabilities to net worth
ratio, 130-131

current ratio, 129-130

debt to equity ratio, 131-132

defined, 125

degree of fixed asset newness,
145-146

fixed assets to net worth
ratio, 132-133

general overhead ratio,
141-142

gross profit margin, 141

payable turns, 136

profit margin, 142-143
quick ratio, 128-129
receivable turns, 134
return on assets, 143-144
return on equity, 144-145
working capital turns,
138-139
statements
accounting method, 20, 22
audited, 417
preparation, 9, 17
reviewed, 417
reviewing, 9
Financing, 72, 485
arranging for, 12
construction project, 134
debt, 377, 416
equity, 377, 416
long-term, 385
mix, ideal, 416
off-balance sheet, 413
projects, 418
short-term, 385, 415
trade, underutilizing, 136
First-in/first-out (FIFO), 74
Fiscal year, 126
Fixed assets, defined, 27
401(k), 188, 197-198
Fringe benefits, 181-182, 197
Function
AND, 504-505
CEILING, 507-508
EFFECT, 381, 400, 406
FLOOR, 507-508
FV, 346, 450
IF, 115, 299, 505
IRR, 455
NPV, 438
OR, 505, 507
PMT, 354, 387, 400, 453
PV, 349, 363
RATE, 400, 403
ROUND, 391, 507
ROUNDDOWN, 507-508
ROUNDUP, 507
SLN, 99
SUM, 363, 508
SYD, 101
VBD, 106
VLOOKUP, 299, 508-509
Funds, unrestricted, 414
FUTA, 32, 51-54,182,184-185,
198, 214-215
Future value, 448, 519, 520
defined, 342
Excel, determining with,
346, 353
present value converted to,
343, 350
Future worth, 448-450, 454, 467,
469, 477
Excel, determining with, 450

General and administrative cost
ratio. See General overhead ratio

General and administrative expense.

See General overhead.
General Decision, 177-181
General ledger, 497
accounts, 20
purpose, 19
relationships, 37, 43-45
General overhead budget, 194-200
allocated to projects, 23
allocation, 36, 241-243
average value, 193

INDEX & 579

budget, 417-418
cost breakdown, 195-196
sample, 205-213, 206
setting, 10
tracking, 10
cash flow, incorporating in,
325-328
cost control, 194
defined, 36, 193
estimate, 201-203
expense, 59, 67
income tax, 331
incremental, 242
interest on loan, 64
invoice, 59
processing, 161
ratio, 141-142
volume of work, 204
Goal Seek, 369-370
Good faith estimate, 397-398
sample, 398
Grace period, 415
Gross profit
defined, 35
margin, 141

Heavy and highway construction,
industrial classification, 127
Homebuilders, 333

Income
net, 296
ordinary, 485
other, 36, 73
passive, 303
taxable, 296-297
Income statement
defined, 30-31
measure of financial health,
125-126
preparation, 20
sample, 30
Income tax
accounting method, 20
alternate minimum, 296, 309
capital gains, on, 478
charitable contributions, 308
company structure, effect of,
295-296
corporate, 295
rates, 298, 301
credits, 309, 478, 483-485
deductions, 296
deferral, 22, 36
depreciation, effects of,
304-308, 331, 478, 481-482
Excel, calculating with,
299-300
exceptions, 295
expenses, nondeductable, 308,
331
general overhead, 331
losses
carried back, 296
carried forward, 296, 478-479
unallowed, 297
method of accounting, 22
ordinary income, 304
overpaid, 23
passive
activities, 297
income, 297
payment, 329
schedule, 298
personal, 295
rates, 301-302
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Income tax (continued)
preparation, 17, 20
projection, 11, 310, 330-331
rate

incremental, 302-303
marginal, 302-303, 478
different, 479-481
state, 302
sufficient, 479
taxable, 296-297
projecting, 310
underpaid, 23
Incremental net present value,
444-448, 458, 477
Incremental rate of return,
458-461, 477

Independent alternative, 425

Indirect overhead. See General

overhead
Indirect project cost. See Indirect cost
Inflation
budgeting for, 201, 204
rate, 371-372, 513
Injury, personal, 187
Insurance
accrued, 51, 53, 57-58
additional insured, 384
benefits, 187-188
dental, 187
disability, 187
equipment, 35, 44-45
general liability, 51, 53-55, 182,
187,198

hazard, 386, 397

health, 32, 51, 53-54, 56, 183,
187,197

key man, 198

liability, 51, 53-55, 182, 187, 198

life, 187, 197

prepaid, 26

required by lender, 384

title, 397

unemployment. See
Unemployment tax

vehicle, 196, 198

workers’ compensation, 51,
53-55, 182, 186-187, 198

Interest
accrued, on loan, 397
cash flow of, 488
compound, 378-380

defined, 343, 378
discounting, 404-405
expense, 64, 67, 134, 198
ignoring, 462
loans, for, 195

Excel, determining with, 391

monthly, 389-390

over life of, 386

paid, 393
other income, 36
prepaid, 63-64

Interest rate, 342, 428, 430
constant dollar, 371
effective annual, 377-378, 397,

401, 405, 408, 411-412

Excel, determining with,

399-400, 406

verses yield, 380
factors, 523-554

use of table, 345
finding unknown, 366-370

Excel, determining with,

369-370
fixed, 383, 430
nominal, 379-380
verses yield, 381

periodic, 343, 379-380, 386
prime, 383
simple, 404
defined, 378
Excel, determining with, 406
unrecovered balance, 453
variable, 383, 390, 392, 430
Internal controls, 89-90
Internal rate of return. See Rate
of return
Internal Revenue Code,
95-96, 118
Internal Revenue Service (IRS), 71,
95-96, 182, 304
Interpolation, linear, 367
Inventory, 500
charged to a job, 74-75
defined, 26
maintaining, 242
purchase, 73-74
tax rules, 74
tracking, 90
Investment
bad, 431
in companies, 27
long-term, 483
marginal, 431
at MARR, 435, 437, 439
recovery of, 467
at risk, 463, 467-469
sale of, 297
short-term, 483
Invoice
approval of, 159
canceled, 89
charged to a job
with retention, 49-50
without retention, 48-49
collection, 62
equipment, 69-70
general overhead, 59-61
materials, 48-50
other, 48-50
paying, 50-51, 60-61
processing, 90
rent, 59
shipping, 157
slow payment of, 260
splitting, 42
subcontract, 48-50
telephone, 60
IRR. See Rate of return
IRS, 71, 95-96, 182, 304
Iteration, 329, 506-507

Janitorial expense, 199
Job cost, 499-500
budget, 42
control, 172
ledger
purpose, 19, 37
relationships, 43
revenues, 43, 61
report, 161-162
reporting, 4
tracking, 18
Job profit, monitoring, 161-172
Journal entries, defined, 47

Labor
accounting for costs, 159
burden, 51, 177, 181, 242
in general overhead, 194
markup, 189-190
setting, 10
separate from labor, 32
cash flow, effects on, 261, 276

charge to
general overhead, 53-55
jobs, 51-53
class, 240
cost, 158, 242
fair market value, 246
hours, 242
in-house, 11, 84, 168,
240, 242
versus subcontract, 42,
245-246
layoffs, 184
leveling, 184
local, 6
management, 239
overtime, 184
processing, 158-159
productivity, 158
scheduling, 184
temporary, 184
time card, 158
training, 246
unallocated, 200, 242
wages, 177

Labor Cost Performance Index, 169
Last-in/first-out (LIFO), 74
Learning

curve, 229
from mistakes, 172

Lease

amortization, 68-69
capital, 66-67
defined, 413
payable, 67
noncancelable, 29, 66
operating, 65-66, 485
defined, 413
payment, 66-68, 196
present value of, 29, 67

Leasing, 413, 485

company, 263

Least common

denominator, 432
multiple, 433-434

Legal, services, 199
Liabilities

accrued, 51, 57, 58
defined, 27
long-term, 63-64, 72

Licenses, 35, 44-45, 200

insurance, cash value, 27
spans. See Alternative, life span

LIFO, 74

Limited liability companies, income
tax on, 295

Line of credit, 407-413

average daily balance, 407
borrowed to the limit, 4

closing costs, 413

commitment fee, 411-413
compensating balance, 407-411
defined, 407

secured, 384

use, 407

Limited Liability Companies (LLC),
income tax on, 295

Liquid damages, 231

Loan, 485

amortization schedule,
394-396, 488
sample, 395-396, 555-564
applying for, 417-418
balance, 195
Excel, determining with, 391
present value, 522
reduction, 64, 389-390

outstanding, 389-390,
392-393
closing costs, 396-405, 485
construction, 385
documents, 418
duration, 386
early payoff, 401
escrow, 386, 397
fees, 285, 396-405, 485
general overhead, in, 194
interest, 195
Excel, determining with, 391
monthly, 389-390
over life of, 386
paid, 393
location on balance sheet, 29
long-term, defined, 386
payment, 64, 196, 488
Excel, determining with, 387
monthly, 386
payoff, 521
penalties for early, 401
principal
balance, 195
Excel, determining with,
391
outstanding, 389-390,
392-393
reduction, 64, 389-390
present value, 522
provisions, 383
refinancing, 402-404
Excel, determining with, 403
secured, 384
short-term, defined, 386, 404
underwriting, 397
written commitment, 385

Lodging, 200
Long-term

Loss

contracts, defined, 20
liabilities, defined, 29

carried forward, 478-479
cost factor, 186

exposure to, 467, 469
net, 296

MACRS, 108
Management

consistency, 171

by exception, 19

poor, 240

project
accountability, 244
poor, 4

time, 250

training, 247

Marketing

advertising, 196
promotion, 200
segment, 229
specialization, 228-229
strategy, 228

MARR, 430-431
MasterFormat, 38, 41
Materials

billable, 263
cash flow, effects on,
262,276
cost
processing, 155-157
type, 32, 41
damaged, 157
delivery, 242
deposit on, 263
notice of receipt, 157
prepayment for, 263



sales tax on, 32
storage, 32, 242
transportation, 32
unallocated, 200, 242
Maturity matching, 385
Meals expense, 199
Medicare, 32, 51-54, 182-183,
198
Memberships, 197
Method of accounting
accrual. See Accrual method of
accounting
cash. See Cash method of
accounting
completed contract. See
Completed contract, method
of accounting,
percentage of completion. See
Percentage of completion,
method of accounting,
recommended method, 23
Microsoft
Excel. See Excel
Project, 165
Minimum attractive rate of return
(MARR), 430-431
Modified Accelerated Cost Recovery
System, 108
Mutually exclusive alternative,
425-426, 456

National Council on Compensation
Insurance (NCCI), 186
Negligence, 187
Net fixed assets, defined, 27
Net present value, 453-454, 469,
477
Excel, determining with, 438
incremental, 444-448, 458, 477
Net profit from operations, defined,
36
Net sales. See Revenue
Net worth, 29
Nissan Construction, 4
Nominal interest rate. See Interest
rate, nominal
Noneconomic factors, 471
Notes
payable, 72
defined, 28
receivable, location on balance
sheet, 26
defined, 26
NPV, 453-454, 469, 477
Excel, determining with, 438
incremental, 444-448, 458, 477

Occupational illness, 186
Off-balance-sheet financing, 413
Office
building, 199
equipment
general overhead, 197
location on balance sheet, 27
furnishings, location on balance
sheet, 27
rent, 58-59, 199
supplies, 199
utilities, 199-200
Operating expense. See General
overhead
Opportunity cost, 430
Other
assets, defined, 27
cost
processing, 161
type, 33, 41

current
assets, defined, 27
liabilities, defined, 29
expense, 36, 73
income, 36, 73
Overbillings. See Billings in excess of
costs and profit
Overhead. See General overhead
Owner
billing, 61-62
payment from, 62-63
Owner’s
capital, defined, 29
equity, 29
Ownership transfers, 29, 66

Paid when paid clause, 414
Paper trail, 89-90
Parking, 196
Partnerships, income tax on, 295
Passive
activities, 297
income, 297
Payable accrued, 51
Payable turns, 136
Payback period
with interest, 465-467, 469, 477
without interest, 462-465, 477
Payment, 520
balloon, 387
completion, at, 285
down, 63
lease, 196
list of suppliers for approval, 157
loan, 64, 196, 488
progress, 7, 159, 260, 265, 281
receipt of, 260
retention, 7
terms, 134
Payroll, 498-499
accrued, 51-52, 55, 58, 71
checks, 158
Pension plan, 188, 197-198
Percentage of completion, method
of accounting, 22-23, 75-76, 86
Personal
endorsement, 384-385,417
injury, 187
liability, 385
preferences, 471
Personnel agencies, 198
Philipp Holzmann AG, 4
Planning, inadequate, 156
Political factors, 429
Postage, 200
Prepaid expenses, defined, 26
Present value, 435
defined, 342
Excel, determining with, 349,
356, 363
future value converted to,
347-348
loan principal, 522
uniform series converted to,
355-357
Present worth. See Net present value
Price, 277
effect of, 461
less favorable, 136
raising, 228
Prime number, 434
Principal
defined, 385
outstanding, 389-390, 392-393
reduction, 64, 389-390
Excel, determining with, 391
Procedures, established, 19, 89

Professional
services, 199
societies, 189
Profit
bidding, 238-239
calculation of, 20
center
allocation of general overhead,

analysis, 237, 244-253
company, parts of, 10
crews, 244-246
customers as, 10, 251-252
equipment as, 252-253
estimators as, 247
jobs as, 247-248
project management,
246-247
changes in, 86
deferral of, 266-267
earned, 87
equation, 221-223
estimated, 23, 26, 28, 82
estimating, 238-239
margin
calculating, 142-143
setting, 10
tracking, 10
MARR, included in, 431
monitoring, 10
from operations, 221-223
optimizing, 428
and overhead markup, 230-233
cash flow effects on, 276
cash flow including in, 265
increasing, 250
minimum, 238
potential, 467
project management, 239-241
required level, 225
sharing plan, 188, 197-198
sources of, 237-241
after taxes, defined, 36
before taxes, defined, 36
understated, 86
unearned, 22
Progress reports, 160
Project
balance, 467-470
based, 7
cash needs, 259
closeout audit, 172
code, 38
financing, 418
funding, 259-260
life of, 432
management
accountability, 244
poor, 4
Microsoft, 165
oriented, 6-7
pro forma, 418
profitability, 82
signs, 196
Property
damage, 187
loss, 187
rental, 36
Punch list, 246
Purchase
option to, 29, 66
order, 501
approval, 89, 157
closing, 157
committed cost, 82
exceeding amount of, 19
prenumbered, 89
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processing, 155-157

reconciliation, 157
price, defined, 96, 461
power, 371

Quality, performance, 244-246
Quantitative analysis, data, 429
Quick ratio, 128-129

Rate of progress, 264
Rate of return, 477
Excel, determining with, 455
incremental, 458-461, 477
minimum attractive, 430-431
multiple values, 456
quantitative method, 453-458
Real property
budgeting for, 199
depreciation, 108
location on balance sheet, 27
Reasonable care, failure to exercise,
187
Receivable turns, 134
Receiving, approval, 89
Recover period, 103
defined, 96
Reference
absolute, 99, 101, 107, 115,
214, 503
circular, 506
relative, 503
References, 418
Refinancing, 402-404
Regression, 204-205
exponential, 512, 516
linear, 513
Relative reference, 503
Rent
accrued, 28
prepaid, 26
Rental
cars, 200
property, 36
Reputation, damage to, 187
Resource
allocation, 184
leveling, 184
Retained earnings, defined, 29
Retention, 249
billing for, 62
cash flow, effects on, 261, 276
collection, 134
recognized as revenue, 22-23
terms, 261
wages, on, 261-262
withheld, 61
withholding, 49-50
Retirement, 188, 197-198
Return on
assets, 143-144
equity, 144-145
investment, 430. See also Rate of
return
profit center, for, 249
revenues, 142
sales, 142
Revenue
defined, 31
owner/client, from, 61
Revenues, estimating, 314-315
Revenues to net working capital
ratio, 138-139
Risk
high, 231, 233
measure of, 130-131
Risk Management Association, 126
Robert Morris Associates, 126
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ROL. See Rate of return

S corporations, income taxes on, 295
S curve, 264
Safety, 186
Sales to net working capital ratio,
138-139
Salvage value, 103, 432, 435, 461,
463, 466, 468, 485
defined, 96
Sato Kogy Company, 4
Savings accounts, location on
balance sheet, 24
Schedule. See also Earned value
cost loaded, 163-165, 264
sample, 166
critical path, 167
overruns, 163
performance, 244-246
performance index
calculation of, 165, 167-168
target levels, 170-172
rate of progress, 264
trends, 171
of values, 277
Scope of work, 160
Secured, debt, 384
Self-performed work, 237
Seminars, 198
Separation of duties, 89
Sick leave, 197
Single-family residential, industrial
classification, 127
Single-payment
compound-amount factor,
343-347
present-worth factor, 347-350
Slander, 187
Social security, 32, 51-54, 182-183,
198, 214-215
Software. See Accounting, software
Sole proprietorships, income taxes
on, 295
Specialty trades, industrial classifica-
tion, 127
Speculative building, 7
Standard and Poor’s, 126
Standard Industrial Classification
(SIC), 127
Statistics, 170

Study period, 431-435, 441, 451,

Subcontract, 237
cost type, 32, 41
exceeding amount of, 19
fixed price, 18
processing, 159-160
Subcontractors, 11
cash flow, effects on, 263, 276
discount, 414-415
relationship with, 229
use of, 7-8
Submittals, 246
Subscriptions, magazines, 200
Sunk cost, 429-430
Supplier
discount, 414-415
relationship with, 229
SureTrak, 165
Surety Information, 4
SUTA, 32, 51-54,182, 184-185,
198, 214-215

Tax returns, 417

Taxes. See also Income tax
accrued, 28-29, 51-52, 56, 58
equipment, 160
federal withholding, 51, 54
paying, 56
payroll. See Social Security;

Medicare; Unemployment tax

prepaid, 26
property, 35, 44-45, 200, 386,
397

state withholding, 51-52, 54
use of company vehicle, 71
vehicle, 196
Telephone, 200
1099s, 18
Third-party guarantee, 384-385,
417
Timecard
canceled, 89
processing, 158
Title insurance, 397
Total current assets, defined, 27
Total current liabilities, defined, 29
Total liabilities, defined, 29
Total liabilities to net worth ratio,
131-132

Trade
financing
reliance on, 130, 140
use of, 413-415
magazines, 196, 200
Travel, 200
Trend analysis, 204, 511-517
Trial and error, 368, 399, 402, 456,
459-460
spreadsheet solution, 369-370
Truck
expense, 196, 200
location on balance sheet, 27

U.S. Department of Labor,
177-181
Unallowed losses, 297
Uncertainty, 231, 463, 467
Underbillings. See Costs and profit
in excess... of billings
Unemployment
claims, 184
tax
federal (FUTA), 32,
51-54,182,184-185, 198,
214-215
state (SUTA), 32, 51-54,182,
184-185, 198, 214-215
Uniform series, 451, 520
capital-recover factor, 357-359,

compound-amount factor,
350-352
defined, 343, 350
Excel, determining with, 354,
359
future value converted to,
352-353, 355
present value converted to,
357-359
present-worth factor, 355-357
sinking-fund factor, 352-353,
355
Uniformat, 38
Union
contacts, 177, 188
fees, 32
payments, 188
training, 188
Useful life, 466

of alternative, 463, 485
defined, 96

economic, 96

matching study period to, 451

Vacation
accrued, 28-29, 51, 53, 58
allowance, 32
for jobsite employees, 57-58
Vehicle
expenses, 196, 200
personal use, 71
Volume of work
break-even, 224-227
effects of, 461

W2s, 18
Wages
accrued, 28
allowances, 181-182
bonuses, 177, 181, 197
cash equivalents, 181-182
dependant care, 197
employee deductions, 182
expense reimbursement, 182
fringe benefits, 181-182, 197
General Decision, 177-181
holidays, 177, 197
overtime, 177
paying, 55-56
raises, 177
retirement, 188, 197-198
salary, 181
sick leave, 197
vacation, 197
weekends, 177
Wall Street Journal, 383
Warranty reserves, defined, 29
Work
breakdown structure (WBS), 37
buying, 252
on hand report, 417
Working capital turns, 138-139
Written promise to pay, 26, 28

Yield, 380-383, 409
Excel, determining with, 381



