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Absorption costing, 146

Account hierarchy, 16

Accounts payable, 15, 28, 37, 76, 87, 90

Accounts receivable, 15, 26, 35, 87, 90

Accounts receivable pledging, 213

Accrual basis of accounting, 15

Acid ratio. See Financial indicator analysis, Quick
ratio

ACWP. See Earned value analysis, Actual cost of
work performed

Additional paid-in capital, 29, 38

AGC. See Associated General Contractors

AICPA. See American Institute of Certified Public
Accountants

Alaska pipeline, 230

American Institute of Certified Public Accountants,
85

American Road And Transportation Builders
Association, 104

AMT. See Taxes, Alternative minimum tax

Annual percentage rate, 165

Annual percentage yield, 165

Annual report, 39

Annuity, 171-175, 177, 178, 180-187

APR. See Annual Percentage Rate

APY. See Annual Percentage Yield

AQWP. See Earned value analysis, Actual quantity of
work performed

Associated General Contractors, 106

Balance sheet, 17-29, 73-74

Balance sheet account categories, 21

Balance sheet layout, 21

Bankruptcy, 23, 24, 29, 47

BCAC. See Earned value analysis, Budgeted cost at
completion

BCWP. See Earned value analysis, Budgeted cost of
work performed
BCWS. See Earned value analysis, Budgeted cost of
work scheduled
Billings in excess of costs and estimated earnings, 28,
57,91
Bond, 191-193
Book value, 23-24, 28, 61, 232, 233
Book value per share, 64
Bookkeeping
Accounting cycle, 82
Balancing entry, 76
Bookkeeping, 2, 19, 28, 71, 74, 78, 81
Closing accounts, 72, 80, 81, 82
Contract backlog, 37, 38
Double-entry system, 73, 74
General ledger, 76, 78, 80, 86, 87, 88, 90, 102,
104
Journalizing the transaction, 73
Nominal accounts, 82
Posting entries to the ledger, 78
Real accounts, 82
Transaction processing, 71, 72, 73
Transactions during a period, 86
Trial balance, 78, 80
Breakeven analysis, 151, 153
Breakeven point, 151, 152, 153, 154, 155
Breakeven rent roll, 207
Broad scope account, 17
Business plan, 201, 209

C/SCSC. See Earned value analysis, Cost and
schedule control systems criteria

Cap rate. See Capitalization rate

Capitalization rate, 204

Cash basis of accounting, 14
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Cash flow diagram, 169
Cash flow management
Cash farming, 145, 146
Cash position, 131-133, 138, 141-144
Cash profile, 131
Company-level cash flow planning, 145
Disbursements flow, 131-132
Ending cash balance, 37
Front-end loading, 140
Lazy’s curves, 131
Mobilization payment, 76-78, 137-138
Net cash flow, 131, 133, 141-144
Optimizing cash flow, 138
Overdraft, 132-133, 136-138, 141, 144
Payment lag, 130-133, 140
Payment terms, 55, 214
Peak financial requirement, 137, 144
Receipts flow, 131, 132, 138, 140
Retainage, 131-133, 135, 141-144, 207
CCM. See Income recognition, Completed contract
method
CFMA. See Construction Financial Management
Association
Chart of accounts, 17-18, 73, 86-90
Clean-up requirement, 212
Closing the accounting cycle, 82
COGS. See Cost of goods sold
Collateral, 208-209, 212-213
Collection period. See Financial indicator analysis,
Average age of accounts receivable
Commitment fee, 211
Compensating balance, 211-212
Compound interest, 163-182
Conditions for annuity calculations, 173
Constant dollars, 169
Construction accounting, 4, 17, 71, 74

Construction Financial Management Association, 45,

53

Construction-in-progress. See Work-in-progress

Construction loan, 200-207

Construction Specifications Institute, 104, 106

Cost accounts, 88, 100-104

Cost account structure, 104—110

Cost of goods sold, 30, 33-34

Cost of inventories, 54

Costs and estimated earnings in excess of billings,
27-28, 57,91

CPI. See Earned value analysis, Cost performance
index

Credit (bookkeeping), 73—-80

Credit conditions, 141

Creditors, 22-24, 29, 59-60

CSI. See Earned value analysis, Construction
Specifications Institute

Current asset, 25

Current portion of long-term debt, 28

CV. See Cost variance

Debit (bookkeeping), 73-80

Depreciation
Depreciable amount, 231
Depreciation, tax significance, 226-234, 240
Half-year convention, 234
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Modified accelerated cost recovery system,
233-234
Production method, 230-233

Direct costs, 30, 33, 99, 146, 149, 150
Discount rate, 167
Dividends, 29, 50, 222, 242

Early payment discount, 214
Earned value (as financial indicator). See Earned

value analysis, Budgeted cost of work performed

Earned value analysis

Actual cost of work performed, 115-116
Actual quantity of work performed, 115
Budgeted cost at completion, 115-116
Budgeted cost of work performed, 115-116
Budgeted cost of work scheduled, 115-116
Cost and schedule control systems criteria, 115
Cost control system, 98, 101-104

Cost performance index, 118

Cost variance, 118

Earned value analysis, 113, 116
Project-level cost control, 97

Schedule performance index, 118

Schedule variance, 116, 118

Earned value management. See Earned value analysis
Earnings per share, 51

EAW. See Equivalent annual worth
Economic value of the project, 204-205
End-of-term balloon payment, 216
Engineering economy definition, 162
Enron Corporation, 13, 24, 35

EPS. See Earnings per share
Equivalence, 166-168, 176

Equivalent annual worth, 177, 181, 190
Estimate summary, 100, 146

EVA. See Earned value analysis

Evergreen loan, 212

Factoring, 14, 149, 213

FASB. See Financial Accounting Standards Board
Federal Trade Commission, 38

Financial accounting defined, 2

Financial Accounting Standards Board, 12
Financial indicator analysis

Asset newness, 61

Assets to equity, 60, 61

Average age of accounts payable, 56
Average age of accounts receivable, 55
Average age of inventory, 54-55
Average age of overbillings, 57
Average age of underbillings, 57
Capital structure indicators, 59
Categories of ratios, 44

Current ratio, 45, 4648

Debt to equity, 60

Efficiency indicators, 52

Horizontal analysis, 44, 62
Index-number trend series, 62-63
Operating cycle, 57, 58

Profitability indicators, 48

Quick ratio, 45-47

Return on assets, 51-52

Return on equity, 48, 50, 62, 166
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Return on revenue, 50-51
Revenue to total assets turnover, 58
Time series graphs, 62
Turnover ratios, 58
Vertical analysis, 44
Working capital, 45, 4748
Financing activities, 37
Fixed assets. See Non-current assets
Foreman’s daily labor distribution report, 123
Form 10-K, 38
FTC. See Federal Trade Comission
Fudd Associates, Inc. (example company), 24, 32, 36,
46, 47, 50, 51, 54, 55-57, 60-63, 74, 76, 78, 80,
110, 182-183, 223
Fundamental accounting equation, 21-23
Future value, 164, 174-175, 181-182

G&A. See Overhead, General and administrative
expenses
Gap lender, 207
General ledger, 78
General overhead. See Overhead, General and
administrative expenses
Generally Accepted Accounting Principles
Acquisition cost principle, 13
Conservatism, 13
Consistency principle, 13
Full disclosure principle, 13
Generally accepted accounting principles, 12
Matching principle, 13, 209
Materiality principle, 13
Revenue realization principle, 13
Google Corporation, 38
Gross profit, 33, 34, 225

Income approach to value, 204
Impaired asset, 23
Income recognition
Completed-contract method, 85-86, 91
Cost-to-cost method, 84
Effort-expended method, 84
Income recognition in general, 83
Percentage-of-completion, 83-85, 91
Project percent complete, 118
Physical completion method, 85
Units-of-work-performed method, 84
Income statement, 17-19, 29-35, 43-46, 50-59, 63,
73,81, 82,91, 204, 225-227, 240
Inflation, 23, 148, 149, 152, 163, 168, 169, 242
Initial capital, 22, 29, 74, 204
Initial public offering, 38
Intellectual property, 22
Interest
Discount rate, 167, 214
Effective interest rate, 165, 168
Nominal interest rate, 165, 168
Simple interest, 136, 163-165
Total interest, 163-166, 210
Interest accrued on a line of credit, 210
Interest expenses, 30, 34
Internal rate of return, 178, 183
Inventory, 22, 26, 4547, 53-58
Investing activities, 36
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Investments with different life spans, 180
IPO. See Initial public offering
IRR. See Internal rate of return
IRS. See Taxes, Internal Revenue Service

Job cost, 15, 88, 101, 103, 146
Journalizing, 73

Key accounts, 26

Labor data cost collection, 122
Legal forms of organization
C corporations, 223
Company legal organization, 221
Joint venture, 224
Limited liability companies, 223
Limited liability partnerships, 223
Partnerships, 29, 222, 224
Privately held corporation, 24, 38
Proprietorships, 29, 222, 227, 229, 239
Public corporation, 29, 38, 52, 64
S corporations, 223
Strategic alliance, 224
Leverage. See Financial indicator analysis, Assets to
equity
Limitations of the IRR method, 185
Line of credit, 133, 199, 209-212
Liquidity, 26, 45-47, 129, 200
LLC. See Legal forms of organization, Limited
liability companies
LLP. See Legal forms of organization, Limited
liability partnerships
Loan origination fees, 216
Loan principal, 163, 164, 216
Long-term financing, 200-206, 209, 215-216
Long-term liabilities, 28

MACRS. See Depreciation, Modified accelerated cost
recovery system

Management’s discussion and analysis of financial
condition and results of operation, 38

Manufacturing vs. Construction, 6

Markup, 133, 135, 146, 148

MARR. See Minimum attractive rate of return

Mass production, 5, 7

MasterFormat, 104, 106, 109

Microsoft Excel, 144, 185

Microsoft Project, 115

Minimum attractive rate of return, 166, 177

Mortgage loan ceiling, 207

Mortgage loan commitment, 206

Mortgage loan floor, 207

MS Project, 144

NAHB. See National Association of Home Builders
Nasdagq, 38

National Association of Home Builders, 106
NEBIT. See Net earnings before income taxes

Net change in cash and cash equivalents, 37

Net earnings. See Net income

Net earnings before income taxes, 34

Net income, 30, 34-37, 48-52, 205

Net profit. See Net income
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Net worth. See Owners’ Equity

New York Stock Market, 38

NOL. See Taxes, Net operating loss
Nominal accounts, 82

Non-current assets, 25-26, 36, 37, 242

Operating activities, 35
Operating profit. See Net earnings before income
taxes
Overbilling. See Billings in excess of costs and
estimated earnings
Overhead
Field overhead, 99, 150, 221, 227
Fixed overhead, 146, 148, 149, 150, 151, 152, 154,
155,226
Indirect expenses in general, 225
General and administrative expenses, 30, 33, 91,
146, 149, 221
Home office overhead, 99, 146, 148
Owners’ equity, 19, 21-24, 38
Owners’ risk, 24

Paid-in capital. See Initial capital

Par value, 38

Pay when paid, 140, 214

Payroll, 87, 122-124

POC. See Income recognition,
Percentage-of-completion

Posting entries to the ledger, 78

PPC. See Income recognition, Project percent
complete

Preferred shares, 29

Present value, 165, 171-190, 217

Present worth. See Present Value

Primavera Project Planner, 115, 144

Production credit associations, 215

Profit and loss statement. See Income statement

Profit to date, 2, 14, 15,97

Project budget, 100, 101, 102

PW. See Present worth

R. S. Means Building Construction Cost Data, 106

Real account, 82

Real estate investment trusts, 201

Recognition of income. See Income recognition

REITS. See Real estate investment trusts

Retained earnings, 22, 29, 225, 242

Retention. See Cash flow management, Retainage

Revenue (defined), 19, 30-34, 80-98

RMA. See Robert Morris Associates

ROA. See Financial indicator analysis, Return on
assets

Robert Morris Associates, 45, 50

ROE. See Financial indicator analysis, Return on
equity

Short-term financing, 199-200, 209
Short-term loans, 200

Sixteenth amendment to the constitution, 220
Source documents, 71, 72, 82, 122

SPI. See Earned value analysis, Schedule
performance index

Standard and Poor’s, 45

Statement of cash flows, 35-37

Subaccount, 17

Subprime financial crisis, 204

Summary of equivalence formulas, 175

Sunk cost, 169

Suretrak, 144

SV. See Earned value analysis, Schedule variance

Taxes
Ad valorem taxes, 220
Alternative minimum tax, 242
Average tax rate, 240
Business deductions, 227
Carryback, 241
Carryforward, 241
Direct taxes, 220
Double taxation, 223
Effective tax rate, 240
Excise taxes, 220
Filing statuses, 228, 237
flat system, 235
Import and export taxes, 220
Income brackets, 235, 237-240
Income tax systems, 221
Indirect taxes, 220
Itemized deductions, 228
Internal Revenue Service, 221, 224
Long-term capital gains, 242
Marginal tax rate, 229, 235-236, 240
Net operating loss, 240
Personal exemption, 229, 243
Sales taxes, 220
Standard deduction, 228-229
Straight line method, 231-234, 242
Tax credit, 238
Tax expenses, 30
Tax payment schedules, 239
Tax payroll withholding, 239
Taxes on dividends, 242

Term loan, 215-216

Three C’s of lending, 208

Time value of money defined, 162

Trade credit, 8, 214

Turnover. See Revenue

Types of costs, 99, 104

Underbilling. See Cost and estimated earnings in
excess of billings
Uniform Limited Liability Company Act, 224

Vendor discounts, 140

WBS. See Work breakdown structure
Weekly time card, 122

WIP. See Work-in-progress

Work breakdown structure, 110

Work package, 110-119
Work-in-progress, 74-76, 80-82, 88-90



