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Outline

* Money management in construction
— Two functions of money
— Impact of Industrialization
* Role of an accountant
— Work breakdown
— Three levels of accounting

e Role of an officer

Role of Accountant vs. CFO

C . £

Ownership Sile Operation

Wealth generation m
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v Investment v
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Role of Accountant vs. CFO

Compliance — GAAP, company policies
Produce P&L

Produce balance sheet

Produce WIP

Supervise accounting functions, i.e.
payroll, A/R, A/P, Billing, Collections

Update budget & forecasts

Maintain General Ledger & Chart of
Accounts

Follow period-end closing schedules

“After the fact” reporting

Company cash flow management
Profitability
Collection

Analyze and make decisions based on
financial reports

Maintain key relationships: bank,
insurance, bonding

Wealth increase

Develop & monitor control systems
for accounting

Develop financial and tax strategies
Investment planning and execution

“Look ahead” reporting

Sample Accounting WBS

\IA.{

303 E Grand Blanc Rd
Geand Blanc, M 43430
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Impact of Financial Controls
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Reported Estimated Job Gross Profit
Percentage

Accounting Reporting
Is After-the-Fact

Job Gross Profit
as reported from 0% to 100% Complete
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GC Schedule

Project Schedule

Level of Project Reviews to Ensure Financial
Predictability

R
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Process

Project Audits

JPAC® Review

SIS ° Review
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Contractor Cash Flow

Cash in
the Bank

Pay down
balance

Borrow]

Collection
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Project Cash Flow Over Time

— — Material Cost =¢= Cash Flow

$400
$300
$200
$100

$- — —— — /

$(100)

Thousands

$(200)

$(300)

Revenue Recognition for
FZSB: .. Construction Contracts

» Cost-based Percentage of Completion
method

Revenue Earned = Total Contract Value x % Complete

JTD Actual Costs
Estimated Overall Costs

% Complete = x100 %

The cost-based % complete could not show
the actual job progress in the field
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Using ASTM E2691 for Revenue Recognition

» Recognize revenue as effort expended
toward identified performance obligations

— Performance obligations are outcome of WBS

— Observed % complete

= Observe the job site to reflect the actual %
complete of the work to complete the project and
transfer value to the owner Keep the same !!

JTD Revenue Earned - JTD Actual Costs
JTD Revenue Earned

x100%

Gross Profit%) =

Use observed % complete to calculate JTD Revenue Earned

Comparison of
Different Revenue Recognition

» Contract Value: $1,000,0

» Estimated cost: $800,000

< Estimated gross profit: 20%

¢ 2 months later, work in progress info:

Cost -based JPM-based

JTD Cost $200,000 $200,000

% Complete Cost-based % Complete = Observed % Complete:
$200,000 / $800,000 30%
=25%

Revenue Earned $1,000,000 x 25% $1,000,000 x 30%
=$250,000 = $300,000

JTD Gross Profit 250,000 - 200,000 45 g 300,000 _- 200,000 4 4

. 250,000 300,000
Margin —20% =33%
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Influence Boundaries of
Corporate Governance and Operations

Corp. Products and
Services:

*Markets
*Portfolio
e*Programs
eFootprint

*M&A

1 -4 Low to High Influence

. Corp. Structural Processes:
eMeasurement systems
eAgile Construction®
eAccounting

e Cost tracking

eCash Flow tracking
eContracts and obligations

Control Factors
Cause and Effect Diagram

Environment (business):

® Core

¢ Niche
Technology: * New
* Work Standards « Diverse

* Tools . Geography

Effect
/ / / Outcome:
Building the Future

Measurements: Process: People: * Gross Profit
¢ Financial . 0pera[|ona| . Tra|n|ng ¢ Net Profit

* Productivity « Managerial « Education * Sales

¢ Waste * Executive « Selection * etc...

* Performance * Planning (career)

* Throughput o Corporate University

¢ Inventory Turns
T
NECA
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COMPETING IN THE NEW CONSTRUCTION ENVIRONMENT:
A COMPILATION TO LEAD THE WAY

Construction is facing a

revolution. No industry will remain

untouched by the technological

improvements in the communication,

e processes and tools. The construction
industry is no exception.

Written by
Dr. Perry Daneshgari
& Dr. Heather Moore

https://mca-soft.com/books/

News

Thank You

Don’t forget...
e 9:00 am — 1:00 pm — NECA Show

e 1:15 pm — 2:30 pm — Closing General Session with Ben
Saunders

e 7:15 pm — Closing Celebration — Huey Lewis and the

C
A

nc.
W Aro Abour You! *
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