Protect profits:

Seven ways you






hy you really need to know your

job costs

To be profitable, you need to have a good handle on your costs—and that requires
efficient and effective job costing.

Job costing consists of tracking and categorizing every cost incurred on a project.
It provides you with visibility into your expenses so you can:

« Tighten cost control throughout a project.

» Prevent overruns.

« Build a reliable cost history that can be used to improve estimating.

It's important that you know where costs stand at any given time for each project.

Knowing your true job costs enables you to spot issues and take corrective
action before costs eat into your profit margins. It also helps you ensure all costs—
including overhead—are allocated to a job so you have the highest potential for
overall company profitability.

In an attempt to track job costs, many contractors still rely on time-intensive
manual methods or spreadsheets. This makes it difficult to figure out exact
costs. Plus, data is often out of date or lacks the detail needed for reliable
decision making.

Three of the top five accounting errors made by construction companies are
related to job costing:

1. Improper job costs cutoff—omitting costs incurred in the period
being reported

. Inaccurate application of overhead to jobs—occurs when the overhead
rate used to allocate indirect expenses is not an accurate representation of
current overhead costs

. Misstatement of estimated job costs—often a result of poor estimating,
inaccurate cost tracking, or excluding change order information

Source: “The top five accounting errors construction companies make,”
Construction Executive, July 27, 2015.




Increase accuracy with
automated solutions

While many software solutions are great at handling most business accounting
requirements, they are not set up to meet the unique job cost management needs
of construction contractors. A construction-specific accounting system like Sage
100 Contractor tracks job costs as part of your normal accounting and project
management processes to give you the insight you need.

This e-book will show you seven ways you can improve job cost tracking. You'll
also learn how built-in job cost tools in Sage 100 Contractor can help you increase
accuracy and gain better insight into your numbers so you can boost profitability.

“l recommend the software to other contractors and
our subcontractors. So many are struggling without

job cost accounting software or with software that is
not fully integrated. Sage eliminates the headache of

trying to work around software that does not support
job costing.”

- Brittany Kennedy, operations manager, GM Construction Inc.




Gain greater visibility into your job costs
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Each dashboard shows only the content the user is authorized to see.

The Job Cost Summary provides a real-time snapshot of each project.

You define your cost codes.

For each cost code, the report shows original budget, current budget with change orders,
what you have spent to date, and what you are going to spend.

The report also recaps job cost information by cost type.




1. Know your
committed costs

All too often, your reports show only the expenses paid on a project, which is just

a portion of your true cost picture. It's critical to understand your committed costs
throughout the project so there are no last-minute-surprise invoices or worse—bills
that come in after a job has been closed out. These surprises lead to profit fade, which
negatively affects your relationships with bonding companies.

There's a better way to track committed costs. Sage 100 Contractor issues and tracks
all purchase orders and subcontracts including what's actually been paid and what's
still outstanding. The solution also accounts for workers' hours entered into the
system that have not yet been processed by accounting as an expense.

Committed Costs
03/16/16
Cameron Construction
Committed Costs
Job# 220 Lamb Shoes
Cost Code Budget + Changes Cost To Date Committed Contracts Purchase Orders Accrued Labor Remaining Budget
1000.000 - GENERAL REQUIREMEN 2,746.50 659.06 2,087.44
1020.000 - Contingency 4,250.00 4,250.00
1310.000 - Permits 1,102.46 1,102.46
1540.000 - Mobilize & Demobilize 218.23 -218.23
2200.000 - Demolition 333.70 1,069.76 166.85 -902.91
6100.000 - Rough Framing 3,364.20 1,195.00 2,169.20
6120.000 - Wall Framing 449.25 1,583.39 -1,134.14
6200.000 - Finish Carpentry 451.10 114.22 336.88
6400.000 - Custom Casework 1,060.00 850.00 210.00
6700.000 - Rough Hardware 45.48 46.23 176 251
8100.000 - Metal Doors & Frames 7,209.00 743.11 5,248.00 825.00 392.89
8300.000 - Special Doors 5,775.00 87.00 3,657.00 4,200.00 -2,169.00
8700.000 - Hardware-Door & Windo 68.31 2,149.00 68.31 -2,149.00
9250.000 - Gypsum Board 1,875.00 -1,875.00
9500.000 - Acoustical Treatment 1,960.00 1,960.00
9660.000 - Resilient Flooring 11,113.50 6,521.00 2,663.85 1,928.65
9680.000 - Carpet 4,689.81 4,31550 374.31
10500.000 - Lockers & Shelving 5,262.40 5,262.40
10800.000 - Bath Accessories 71.20 71.20
15100.000 - Plumbing 1,925.00 1,925.00
16000.000 - ELECTRICAL 2,11500 -2,115.00
16100.000 - Electrical Wiring 14,105.92 1,991.04 10,952.00 1,162.88
16250.000 - Electrical Fixtures 1,050.00 1,032.02 17.98
Totals: 67,032.83 6,770.78 29,722.00 18,539.09 4,649.06 7,351.90

With Sage 100 Contractor, you have a complete picture of each project’s total costs at
your fingertips.

You not only see what you have spent, but what you plan to spend.

View purchase orders and subcontracts by cost code.




2. Manage change orders

It happens on every job. Your client requests additional work outside the scope of
the original contract. You run into unforeseen job site conditions. Each time there's
a change, it increases your costs. If handled properly, it can be a source of additional
revenue for your business. If not, you wind up holding the bag.

Sage 100 Contractor makes sure that nothing falls through the cracks and delivers a
complete change order process. For example, if a building owner requests a change
to the project scope, you can easily submit the request through Sage 100 Contractor.
Change orders can be tracked against the prime contract and/or against a subcontract.
You can even submit no-charge change orders that occur due to any changes you need
to make against your budget.

Once a change order is approved, Sage 100 Contractor automatically:

« Updates the prime contract to show the requested change in scope.

« Updates the schedule of values on bonded or fixed-price projects so the change
order can be billed.

« Updates the job cost budget so contractors know why the budget
has changed.

e Generates a commitment to a subcontractor to do the work.

Many contractors experience at least
10% additional costs due to changes in
the original project plan.

Source: Taking Control of Changes, Sage

Job Status Report

03/16/16
Cameron Construction

Job Status Report
Job# 186 Williams Post Office, Short Form

Job# Name Client# Name Approved Open
Contract

186 Williams Post Office 124 Postmaster - Williams
19420 Williams Rd 194 Highway 509 W
Monte Rio CA 95462 Monte Rio CA 95462

Original Contract: 553,499.00 553,499.00
Prime Change Orders:
Total Change Orders: 1,210.00 1,210.00
New Contract: 554,709.00 554,709.00
Invoices:
Total Invoiced To Date: 540,551.80 540,551.80
Balance On Contract: 14,157.20 14,157.20
Original Budget: 467,642.00

Change Orders:

Total Change Orders: 790.00 790.00
New Budget 468,432.00 468,432.00
Costs to Date: 372,862.17 372,862.17
Balance On Budget: 95,569.83 95,569.83
Percent Complete: 79.60 79.60
Earned to Date: 441,548.36 441,548.36
Estimated Total GP: 86,277.00 86,277.00
Earned GP to Date: 68,676.49 68,676.49

Sage 100 Contractor puts you in control of change orders so you get paid for all the work you do.

Sage 100 Contractor lets you create a placeholder for potential change orders the
minute changes on the job have been reported from the field, and reminders tell you
when to submit a formal change order request for approval.

Once change order requests have been submitted to the owner, reminders tell you when a
change order approval is overdue.




3. Improve labor time trackin
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e e G Sage 100 Contractor gives you a complete picture of your labor costs.
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The software calculates Workers' Comp based on the type of work performed and handles
both multiple state and certified payrolls.

The payroll administrator, at Project managers are able to Workers get paid using Total labor costs include true burden.
the office, processes understand the true impact direct-deposit—on time,
the information. on the budget. and accurately.




4. Keep track
of contracts

Prime and subcontracts dictate the scope of a project and costs that fall within that
scope. If the scope changes in a contract or agreed-upon items are incorrectly billed,
you leave money on the table or pay more than what you planned.

Sage 100 Contractor tracks all costs against the prime contract, budget, and subcontracts.
When an invoice comes in, Sage 100 Contractor automatically warns if it is for
something that is not in the contract. The software will also raise a “red flag” if costs
exceed what is outlined in the contract.




