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 Purposes of the project accounting system

 Method of accounting

 Components of an accounting system

 Balance sheet

 Income statement

 General ledger

 Job cost ledger

 Equipment ledger

 Components of a cost control system
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The general ledger

 The general ledger consists of all of 

the accounts necessary to track the 

financial data needed to prepare:

1. Balance sheet, 

2. Income statement, 

3. Income taxes.

 The way transactions are handled in 

the general ledger is based on the 

accounting method used by the 

construction company.
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Income Statement

 Represents the transactions

 Includes:

 Revenues

 Construction Costs

 Equipment Costs

 Overhead (General overhead)

 Other Income and Expense

 Income Tax

 Like the balance sheet, multiple accounts 

on the income statement may be combined

and unneeded accounts left out.
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Income Statement – Revenue
 Revenue is the income recognized from the completion of part or all of a project.

 For a company using the percentage-of-completion or accrual accounting methods,

revenue is recognized at the time the project’s owner is billed for the work.

 For a company using the completed contract method, revenue is recognized at the

completion of the project.

 For a company using the cash method, revenue is recognized when the company is

paid for the work by the project’s owner.

 Revenue may also be referred to as contract revenue on a construction company’s

income statement and is equivalent to net sales used by other industries.
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Income Statement – Revenue

Income from non-construction operations is usually 

classified as other income.
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Types of costs

 Direct Cost

 Material (fixed cost)

 Subcontractor (fixed cost)

 Labor (variable cost)

 Equipment (variable cost)

 Indirect cost

 General overhead or home-office overhead or company overhead

 Fixed overhead cost

 Project overhead or job overhead

 Fixed or variable overhead cost

o Cost of bonding (fixed)

o Mobilization (variable)
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Income Statement – Construction Costs

 Materials

 Include supplies or material that are purchased by the company and

incorporated into the finished project, such as windows, concrete, and etc.

 Transportation and storage of the materials should be included in the cost of the

materials as well as any sales tax on the purchase.

 Does not include labor cost for the installation of the material

 Purchases that include labor would be considered a subcontract cost type.
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Income Statement – Construction Costs

 Labor

 Includes only the labor that is processed through the construction company’s

payroll system and is charged to a construction project.

 Divided into:

1. Labor Cost (employee’s wages)

2. Labor burden Cost (Medicare, vacation allowance, health insurance,

company-paid benefits, etc.)

One reason for this breakdown is that a company often pays a different

liability on each of these types of costs.

 Labor that does not pass through company’s payroll system including

temporary labor services, would be considered a subcontract cost type.
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Income Statement – Construction Costs

 Subcontract

 Must always include labor being performed by the SC on the jobsite

 May include supplying of materials, equipment, other items

 Does not include SC cost that is processed through the contractor’s payroll 

system
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Income Statement – Construction Costs

 Equipment

 Equipment costs that have been charged to a construction project

 These charges come from the “Equipment Cost” section of the income statement.

 If equipment is charged directly to the “Construction Costs” section:

 Break the “Equipment” cost type in “Construction Costs” into “Rental 

Equipment” and “Owned Equipment”

o Costs for equipment rented and equipment owned go directly to 

“Rental Equipment” and “Owned Equipment”, respectively. 

o Or first go to “Equipment Cost” section of income statement and then

go to “Rental Equipment” and  “Owned Equipment”
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Income Statement – Construction Costs

 Other

 Project Overhead Costs

 Costs are not classified as labor, materials, equipment, or subcontract cost 

types and are performed on a construction project

 Cannot be allocated to specific items

 Services and materials that are not incorporated into the construction 

project (e.g., temporary toilets, surveying, etc.)
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Income Statement – Equipment Costs

 More complicated when allocating to multiple projects

 When a construction company spends $5,000 on tires for a front-end loader that is

used on dozens or maybe hundreds of jobs during the life of the tires

 It is unclear which project should be charged for equipment costs

 The “equipment costs” portion of the income statement is where these costs are

held until they can be allocated to specific projects.

 The equipment cost portion of the income statement is a unique feature of

income statements for construction companies that own their own equipment.
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Income Statement – Equipment Costs

 Equipment costs should not be confused with company overhead costs.

 When equipment is used on a single construction project, all costs go to the project. 

 Some companies and accountants require that all of the equipment costs be allocated

by the end of the company’s fiscal year. 

Let’s look at how the equipment section of the income statement works. 

73



By: Alavipour, PhD, PMP, CMIT www.dralavipour.com .ذکر مطالب فوق تنها در صورت ذکر منبع بلامانع است

مدیریت مالی، حسابداري و هزینه در پروژه ها و سازمان هاي پروژه محور
سیستم حسابداري پروژه: مدیریت حسابداري

Income Statement – Equipment Costs

 Suppose that your company had a frontend loader whose ownership costs for

depreciation, taxes, licenses, and insurance were $3,200 per month.

 Whose preventative maintenance, fuel, and lubrication were $35 per billable hour.

 During the month of April the tires were replaced on the loader at a cost of $6,000.

 No other costs were incurred during the year.

 The loader was only used during the months of April through October.
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Income Statement – Equipment Costs

 The monthly costs and billable hours by job are shown in Table.

 The monthly costs are charged to the equipment cost portion of the income

statement in the month they are incurred, and

then the costs are allocated based on a projected hourly cost of the equipment

and the billable hours to each project.


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Income Statement – Equipment Costs

 During January, February, and March the monthly costs would be recorded to the

equipment cost portion of the income statement, whereas no costs would be allocated

to the jobs.

 At the end of March, the equipment cost portion of the income statement would have

a balance of $9,600 in unallocated costs.
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Income Statement – Equipment Costs

 During April $12,000 would be billed to the equipment cost portion of the income

statement.

 If we allocate equipment cost at this point, Job 101 = $21,600
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Income Statement – Equipment Costs

 If we allocate equipment cost at the end of year,

 Job 101 = 160 hrs. and $12,565

 Job 102 = 860 hrs. and $67,536
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Income Statement – Equipment Costs

All the equipment (projects and others)

INCLUDES:

 Rent and Lease Payments

 Depreciation 

 Repairs and Maintenance

 Fuel and Lubrication

 Taxes, Licenses, and Insurance

 Equipment Costs Charged to Jobs

 Equipment Costs Charged to Employees
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Income Statement – Equipment Costs

 Rent and Lease Payments

 Equipment not owned

 May be billed directly to “Rental Equipment” in “Construction Costs”
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Income Statement – Equipment Costs

 Depreciation

 Company-owned equipment

 Depreciation method may be different for allocating construction costs than 

the depreciation method used for income tax purposes
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Income Statement – Equipment Costs

 Repairs and Maintenance

 Include: repairs, routine maintenances, and the replacement of tires and other

wear items.

1. Repairs include repairs because of damage and other major repairs (such

as overhauls)

2. Routine maintenance includes all regularly scheduled or preventive

maintenance and includes oil and filter changes.

3. Tires and other wear items include the replacement of tires, cutting

edges, bucket teeth, and other items that frequently wear out.

 Repairs and Maintenance should include the materials, supplies, and labors

involved in the repairs and maintenance.
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Income Statement – Equipment Costs

 Fuel and Lubrication

 Includes the fuel used to operate the equipment

 Includes lubricants consumed on the job such as grease for the grease fittings

 Lubricants added by the operator at the beginning of each shift

 This is not maintenance cost 
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Income Statement – Equipment Costs

 Taxes, Licenses, and Insurance

 Taxes include all taxes and licensing fees

assessed by government agencies.

 This includes also property taxes on

the equipment and licensing fees for

vehicles that travel over public

roads.

 Insurance includes automotive insurance,

which protects the company against loss

or damage to the equipment and the

damage caused by the use of the

equipment.
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Income Statement – Equipment Costs

 Equipment Costs Charged to Jobs

 It is a contra account

 Used to record the equipment costs that

have been allocated or charged to the

construction costs for a specific

construction project.

 Offset the cost categories in the

equipment cost section of the income

statement in the same way depreciation

offsets the fixed assets on the balance

sheet.
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Income Statement – Equipment Costs

 Equipment Costs Charged to Employees
 Contra account
 Includes all costs reimbursements from

employees for the personal use.

 Employees must be charged for personal
use of company vehicles—including travel
to and from work.

 The company must include the value of
the employees’ use of company vehicles as
a taxable benefit in the employees’ benefit
package.

 Like equipment costs charged to jobs,
equipment costs used to offset the cost
categories in the equipment cost section of
the income statement.
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Income Statement – Relationships

 Gross Profit = Revenues – Construction Costs – Equipment Costs

 General Overhead

 Net Profit from Operations = Gross Profit - Overhead

 Other Income and Expense

 All income and expenses not associated with construction operations

 Profit before Taxes = Net Profit from Operations – Other Income and Expenses

 Income Tax

 Income Tax Liabilities

 Deferred Income Taxes

 Profit after Taxes =

 = Profit before Taxes – Income Tax

87



By: Alavipour, PhD, PMP, CMIT www.dralavipour.com .ذکر مطالب فوق تنها در صورت ذکر منبع بلامانع است

مدیریت مالی، حسابداري و هزینه در پروژه ها و سازمان هاي پروژه محور
سیستم حسابداري پروژه: مدیریت حسابداري

Income Statement – Relationships

 Deferred income tax occurs when a company uses a different accounting method for

income tax purposes than it does for financial purposes.

 For example, a company may use the cash accounting method for income tax

purposes, but uses the percentage-of-completion method for preparation of financial

statements

 In this case, the difference in the income tax calculated and would be reported on

the financial statement as deferred income tax.

88



By: Alavipour, PhD, PMP, CMIT www.dralavipour.com .ذکر مطالب فوق تنها در صورت ذکر منبع بلامانع است

مدیریت مالی، حسابداري و هزینه در پروژه ها و سازمان هاي پروژه محور
سیستم حسابداري پروژه: مدیریت حسابداري

General Ledger – Relationships

 Balance Sheet

 Asset = Liabilities + Equity

 Income Statement

 Revenue (including other income) = Expenses (including Construction Costs, 

Equipment Costs, General overhead, Other Expenses, and Income Tax) + Profit

 Balance Sheet and Income Statement

 Change in Equity = Profit
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Job Cost Ledger

 For management to monitor and control the cost of projects

 Historical records

 General ledger lacks the necessary details 
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UniFormat

 Uniformat is a standard for classifying building specifications, cost estimating, and

cost analysis in the U.S. and Canada.

 The elements are major components common to most buildings.

 The system can be used to provide consistency in the economic evaluation of building

projects.

 It is a publication of Construction Specification Institute (CSI) and Construction

Specifications Canada (CSC),

 It is a method of arranging construction information based on functional elements, or

parts of a facility characterized by their functions, without regard to the materials and

methods used to accomplish them.

 These elements are often referred to as systems or assemblies.

 Substructure, superstructure, roofing, electrical, sitework, etc.
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UniFormat
 Its most notable use is as a format for estimators to present cost estimates during the

schematic design phase.

 UniFormat breaks a facility into systems and assemblies that perform a predominating

function, such as substructure, shell, interiors, and services.

 This allows the facility to be priced at the elemental level and allowing design

alternatives to be better evaluated.

 UniFormat's approach to organizing data is also important to the continued

development of building information modeling (BIM) software, as its system

organization allows objects to be placed before their properties have been further

defined.
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UniFormat

DO NOT FORGET TO SEE UNIFORMAT FILE
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MasterFormat

 MasterFormat is a standard for organizing specifications and other written information

for commercial and institutional building projects in the U.S. and Canada.

 MasterFormat is a product of the Construction Specifications Institute (CSI)

and Construction Specifications Canada (CSC).

 It provides a master list of Divisions, and Section numbers with associated titles

within each Division, to organize information about a

facility’s construction requirements and associated activities.

 It is material-based organization of building content.

 Concrete, masonry, metals, etc.
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MasterFormat

 MasterFormat is used throughout the construction industry to format specifications

for construction contract documents.

 The purpose of this format is to assist the user in organizing information into distinct

groups when creating contract documents, and to assist the user searching for specific

information in consistent locations.

 The information contained in MasterFormat is organized in a standardized outline

format within 50 Divisions (16 Divisions pre-2004).

 Each Division is subdivided into a number of Sections.
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MasterFormat

DO NOT FORGET TO SEE MASTERFORMAT FILE
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Difference between UniFormat and MasterFormat

 UniFormat is proposed for elements.

 MasterFormat is proposed for work results.

 UniFormat is a systems-based organization of building content.

 MasterFormat is a material-based organization of building content.

 Uniformat used for systems and assemblies.

 MasterFormat used for construction contract documents.
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Difference between UniFormat and MasterFormat

 UniFormat is a systems-based organization of building content.

 MasterFormat is a material-based organization of building content.

 In MasterFormat, a value of 03-31-00 is reserved for Concrete Material. All

use of concrete will be specified with this value of 03-31-00.

 However, UniFormat can be used to differentiate the many places concrete is

used in a building.

 Examples of UniFormat codes that can identify how concrete is being

used in a project are as follows:
o A1010 Foundations
o A1020 Special Foundations (Caissons and Drilled Piers)
o A1030 Slab on Grade
o B1010 Structure
o C2010 Stairs
o G2030 Site Improvements
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Extending Uniformat by using Masterformat
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Extending Uniformat by using Masterformat
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International construction management standard (ICMS)
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ICMS process of development

The third edition published in 2021
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Third edition vs. second edition
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Third edition vs. second edition
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Third edition vs. second edition
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Aims of ICMS

 Construction cost and other life cycle costs to be consistently and transparently

benchmarked.

 Causes of difference in costs between projects and constructed assets can be

identified.

 Data to be used with confidence for

 Project financing and investment

 Schedule

 Decision-making

 Related purposes
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Aims of ICMS
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Has it been successful?
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Aims of ICMS
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ICMS Coalition of first and second edition

109



By: Alavipour, PhD, PMP, CMIT www.dralavipour.com .ذکر مطالب فوق تنها در صورت ذکر منبع بلامانع است

مدیریت مالی، حسابداري و هزینه در پروژه ها و سازمان هاي پروژه محور
سیستم حسابداري پروژه: مدیریت حسابداري

ICMS Coalition of third edition
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ICMS Coalition of third edition
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ICMS SSC members and co-authors of third edition
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ICMS framework
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ICMS framework
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ICMS framework
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ICMS framework
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Relationship between LCA (WLC), LCC, and ICMS
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ICMS Database

119



By: Alavipour, PhD, PMP, CMIT www.dralavipour.com .ذکر مطالب فوق تنها در صورت ذکر منبع بلامانع است

مدیریت مالی، حسابداري و هزینه در پروژه ها و سازمان هاي پروژه محور
سیستم حسابداري پروژه: مدیریت حسابداري

Job Cost Ledger

 Cost accounts define the level of detail at which job cost information will be

maintained.

 Cost accounts can be very rudimentary or very detailed,

 depending on the complexity of the project and the needs of management.

 The more complex the project, the finer the level of detail must be.

 The numerical or alphanumeric designations of individual line items defined for

control purposes are called cost codes.

Therefore, cost accounts are defined in terms of a cost code or numbering

system.
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Job Cost Ledger

 Tracks the costs for each project as well as individual components within each of the

projects

 Provides breakdown of project costs

 Tracks costs using a cost coding system based on a company’s work breakdown

structure (WBS).

 Costs are broken down by:

1. Project (Job)

2. Phase or area (optional)

3. Cost code

4. Cost type

May provide a breakdown of revenues 
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Job Cost Ledger

 Project (Job)

 First level of breakdown

 Each project is assigned a project code and is tracked separately

 Using the year project was started and number (1 for first project and etc.) for 

coding.

 201901….201902
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Job Cost Ledger

 Phase or area (optional)

 May be used to separate different structures (e.g., apartment buildings)

 May be used to separate costs into groups (e.g., site costs vs. building costs)

Some companies may not separate the projects into phases
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Job Cost Ledger

 Cost code

1. Once project cost accounts are established,

each account is then assigned an identifying numeric or alphanumeric

code known as a cost code.

a) Once segregated by associated cost centers,

all the elements of expense constituting a work unit can be

properly recorded by cost code.

b) Divide the total project into significant units of work that can be

measured in the field
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Job Cost Ledger

 Cost code

 Heavy construction contractors are interested in earthwork-related accounts such

as grading, ditching, clearing and grubbing, and machine excavation.

 References and information published by the American Road and

Transportation Builders Association (ARTBA) emphasize these type of

accounts.

 The MasterFormat published by the Construction Specifications Institute focuses

on building or vertical construction accounts.

 National Association of Home Builders (NAHB),

 Associated General Contractors (AGC)

 Construction Specifications Institute (CSI)
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Job Cost Ledger

 Cost code

 The first two digits representing a group of codes (division) and the last three

digits representing a cost category within that group.

 Often based on the Construction Specification Institute’s MasterFormat or

Uniformat. used by (1) Estimating department, (2) Accounting department,

and (3) Scheduling department……… See the MasterFormat file

 Modifications may be made to last three digits

 Not all of these cost codes used for every project

 Only those codes that have been budgeted
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Job Cost Ledger

 Cost code
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Job Cost Ledger

 Cost code
 MasterFormat code as used in the R.S. Means identifies three levels of detail.
1. Major work classification (030-level accounts pertain to concrete = 031 (concrete

forming)
2. Physical component (three digits added (031158) indicates concrete forming costs

for footings)
3. More precise definition of the physical subelement (5000 indicates forming

concrete footings of a particular type)
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Job Cost Ledger

 Cost type

 Should match the types used on the income statement

 Materials, Labor, Subcontract, Equipment, Other

 Use M, L, S, E, and O
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This could also be more detailed in terms of the resources
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Job Cost Ledger

 Cost type
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Job Cost Ledger

 Cost type

 The job cost code of 202002.01.07200L

 The system must be standardized, follow a common-sense format, match the

way the company does business, and allow for expansion

 All parties—estimators, field employees, the accounting department, and

management— must be using the same coding.
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 If field employees code framing hardware to a

different code than the estimators, tracking the

project’s costs against the estimator’s budget…….
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Job Cost Ledger

 Cost type
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VS.

Which one?
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Job Cost Ledger

 Cost type
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But the question is that how this cost code connected to 
WBS for integrated project control?

We will see when budgeting for the project 
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Job Cost Ledger in ICMS

 Users of ICMS may adopt a Cost Sub-Group classification based on trades, work
breakdown structure or work results according to their local practice.
 MasterFormat or UniFormat
 Australian and New Zealand Standard Method of Measurement (ANZSMM)
 Etc.
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Job Cost Ledger

 General Notes

 The coding systems should be set up so that only one vendor or subcontractor is

coded to any one of the cost codes,

thereby making it easy to determine which vendor or subcontractor is

responsible for costs overruns.

 Splitting of invoices between job codes often leads to errors and inaccurate

historical costs and should be avoided.

 Cost codes should be designed based on the way the company does the

business (e.g., invoices)

1. Two SCs do the same job – separate each cost code based on SCs

2. One invoice for two cost codes – cost codes should be integrated
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Job Cost Ledger

 General Notes:

 Budget must be recorded for each cost code

 Budgets come from the cost estimate when project was bid and must be

updated when changes occur.

 Cost is recorded to both general ledger and job cost ledger

 Revenues and committed cost may be considered in individual jobs in job

cost ledgers

 If the job cost ledger does not allow for the tracking of committed

costs, the project’s management team should perform these calculations

on a regular basis.

YOU WILL LEARN IN THIS COURSE HOW TO DO THAT
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Job Cost Ledger

 Relationships

 Income Statement and Job Cost Ledger

 Revenue on Income Statement (excludes interest received and other 

income) = Revenues on Job Cost Ledger 

 Construction Costs on Income Statement = Construction Costs on Job 

Cost Ledger (excludes committed costs)

 Committed costs that have not been recognized as expenses are 

not included in these calculations. 

o Materials = Materials

o Labor = Labor

o Equipment = Equipment

o Other  = Other
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Job Cost Ledger

 Relationships

 At the end of each month the relationships should be verified by accounting 

department. 

Costs on the job cost ledger span multiple months or years (from the start of the 

projects to the end of the projects); therefore, 

the cost comparison between the job cost ledger and the general ledger must only

include the costs recorded during a specific accounting period (month, quarter, or 

year).
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Equipment Ledger

 Some equipment, such as a dump truck, may be on multiple jobs during one day.

 To warrant the investment in the equipment, the costs and billings for each piece of

equipment must be tracked.

 Provides breakdown of “Equipment Costs” on income statement by piece of

equipment
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Equipment Ledger

 Usually is broken down into two or three levels

 May provide additional breakdown

 Costs allocated to jobs or employees are tracked in the equipment ledger for each

piece of equipment.
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 The second level can be more

detail and it causes third level

(e.g., Repairs and Maintenance)
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Equipment Ledger

 Relationships

 Income Statement and Equipment Ledger

1. Charged Costs on Income Statement (both Employees and Jobs) = Cost Allocated

to jobs or employees on “Equipment Ledger”

2. Costs on Income Statement (excludes contra accounts) = Costs on the Equipment 

Ledger

o Rent and Lease Payments = Rent and Lease Payments 

o Depreciation = Depreciation

o Repairs and Maintenance = Repairs and Maintenance

o Fuel and Lubrication = Fuel and Lubrication

o Taxes, Licenses, and Insurance = Taxes, Licenses, and Insurance
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Cost reporting versus cost control

 Cost reporting

 Provides data after the opportunity has passed for management to respond to

and correct the problems

 When companies wait to enter the cost of their purchases until the bills are

received

 Companies only look at the costs and profit for each project after the project is

finished

 Cost reporting is characterized by accounting reports that show where a

company has been financially without giving management an opportunity to

proactively respond to the data.
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Cost reporting versus cost control

 Cost control

 Provides data in timely manner for management to analyze

 Companies that enter costs into their accounting system as committed costs

before issuing the purchase order or subcontract allow management time to

address cost overruns

o For example, when a contractor signs a fixed-price subcontract,

committed to pay the subcontractor a fixed price once the work has been

completed and, short of any change orders, knows what the work is going

to cost.

 Proactive

A lot of money can be saved
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Components of a cost control system

 Strong job cost and equipment tracking

 Costs must be up to date

 Uses management by exception

 Bringing issues to the attention of management if results represent substantial

differences from the budgeted or expected amount because managers could

easily get lost in the volumes of data generated by accounting system.

 Follows established procedures

 Data must readily be available
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Procedure of a cost control system
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Very important!
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 Purposes of the project accounting system
 Purchase of inventory
 Charging inventory to a job
 Invoice (materials and subcontractor) charged to a job without retainage
 Paying invoices
 Labor charged to a job and general overhead
 Paying employee’s wages
 Paying payroll taxes
 Paying for benefits
 Vacation time for jobsite employees
 Recording office rent and office depreciation
 Recording general overhead invoices
 Billing a client and billing for retainage
 Receiving payment from a client
 Purchase of equipment with a loan
 Loan payment

2

What you will learn?
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جلسهایندربحثموردموارد

 Equipment depreciation
 Leased equipment with an operating lease
 Leased equipment with a capital lease
 Leased payment on capital lease
 Invoice for equipment repairs
 Equipment charged to a job
 Equipment charged to an employee
 Sale of equipment
 Signing a construction loan
 Drawings funds from a construction loan
 Recording changes in costs and profits in excess of billing
 Recording changes in billings in excess of costs and profits
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Purposes of the project accounting system

 A number of unique transactions in construction accounting that do not occur in

other industries.

 Understanding these transactions is important for three reasons:

1. Some project costs such as labor burden and equipment costs are often

generated by the accounting system rather than an invoice or time card.

2. Financial managers must review the accounting reports for errors.

3. Many construction companies are using substandard accounting systems

because management does not understand how accounting systems should be

structured.
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Invoice (materials) charged to a job without retainage

 Zero = nothing changed

 (….) meaning negative number

Assets = Liabilities + Equity

5

It is vital to recognize that recording an expense and paying an expense 

are two separate transactions, which occur at different points in time, 

often separated by weeks.
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Invoice (materials) charged to a job without retainage

 Two conditions for materials:

1. Purchased and kept in inventory

2. Purchased and directly used in project
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Purchase of inventory

 A company purchases materials and places them in inventory until it is ready to

use them.

 When the materials are received they are recorded as an asset in the inventory

category.

 Purchased by cash (reduce asset) or credit (increase accounts payable-

trade)

 Equity not reduced because material is still in inventory and not used
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Charging inventory to a job

 When materials used in project.

 Equity reduced

 Inventory reduced
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Invoice (materials) charged to a job without retainage
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 Material purchased and directly goes to the work

 Recording an expense
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Invoice (subcontractor) charged to a job with retainage

 Recording an expense
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Paying invoices

 Paying an expense
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Labor charged to a job

 Recording an expense
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Labor charged to general overhead

 Recording an expense

13

General overhead not included in Job Cost Ledger
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Paying employee’s wages

 Paying an expense
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Paying payroll taxes

 Paying an expense
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Paying for benefits

 Paying an expense
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Vacation time for jobsite employees

 Paying even if the employee is on vacation, but should not be included in job cost

 Should be subtracted from accrued vacation budget has been set for an employee

17

This was done because it would be unfair to charge all
of an employee’s vacation to the job he or she was
working on when his or her vacation was taken. For
example, if an employee worked on a job for one day,
then took a week’s vacation and returned to the job
for one day, it would distort the project costs to charge
the job for seven days of work when only two days of
work had been performed.
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Recording office rent

 Recording an expense
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Recording office depreciation

 Recording an expense

 General overhead – not included in the job cost ledger
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Recording general overhead invoices

 Recording an expense
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Billing a client

 Recording a payment
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Billing for retainage (retainage can be released)

 Recording a payment
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Receiving payment from a client

 Receiving a payment
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Purchase of equipment with a loan

 $10,000,000 prepaid
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Loan payment

 Paying an expense
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Equipment depreciation

 Recording an expense
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Leased equipment with an operating lease

 Recording an expense
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Leased equipment with a capital lease

 Recording an expense
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Leased payment on capital lease

 Paying an expense
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Invoice for equipment repairs

 Recording an expense
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Equipment charged to a job

 The goal at the end of the fiscal year is for all equipment costs to be charged to the
individual jobs or employees.

 Equipment charges may be made to jobs based on the number of hours a piece of
equipment was operated on a job or based on the number of days a piece of
equipment was on a job, whether or not it was operating.
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Equipment charged to an employee

 Recording an expense
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Sale of equipment

 We should have sold for $57,600 ($120,000 - $62,400), Profit = $2,400
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Signing a construction loan
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Drawings funds from a construction loan
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Recording changes in costs and profits in excess of billings
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Recording changes in billings in excess of costs and profits
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