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What is Profit Fade?
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Signs and Symptoms of Profit Fade

S Late cycle costs Liens & claims

— Banks and sureties

Under billing

Equity Injection Payables slow

SLOW
==
ENE

‘ Backcharges

Receivables slow Work pressure




Who it affects

‘ Contractors w Customers



Why it occurs

Keeping Getting
: : Score Work
Poor Estimating

Substandard Contractors X J
Fraud & Theft Doing

Work

Cost Shifting
Project & Production Management

Change Order Management




Reporting Basics

Work In Progress Report
All Contracts Through Month: 12/08 JC Status: Open

Contract Est Cost@ Actual % Eamed To Date Billings
Contract Description Amount Completion Cost Comp To Date Billings Over / Under
1002- St. Thomas Hospital 479.320.00 415.887.57 30,794.79 7.40% 35,491.70 35,394 .40 0.00 -97.30
1005- River Road Project 1.979,941.25 1,639,257 .82 39.883.00 2.43% 48.171.80 35,900.62 0.00 -12,271.18
3000- Haven Deviopment System 335.206.00 245.613.84 23.188.68 9.44% 31.647.18 32.644.57 997.39 0.00

Work In Progress - Fiscal Year
Contracts: First - Last Through Month: 12/08 JC Status: All

Through Year Ending 12/07 For Year Ending 12/08

Billings
Contract EstCost@ Eamed Actual Gross Blllings in excess in excess

Contracts Amount Completion To Date Costs Profit ToDate of Costs ofBillings
1002- St. Thomas Hospda 479,320.00 415,888 35492 30,785 4,697 X 35,394 97
1005- River Road Project 197994125 1,639,258 47.023 341 13,600 35,001 4221
Haven Deviopment System 335,206.00 245514 31,847 23,189 8458 32845 ¢ 0
Total for Department 01: 2,794,467 2,300,759 114,162 87,397 26,764 103,940 -12,368

First Ave Elementary Schoo  2,584,532.91 2,538 976 411 558 376 387 844235 275753 0 182 074
Key Bank - Midland 176118000 1622253 92379 85,082 92425 45 0 0
Towne Retail Center 1,062 680.00 Q87 318 116,342 108,081 120140 ) 0 0
Fest National Bank 122.730.00 115,968 0 0 0 0
Kenmaore Hgh School 2567 500 00 2 489 487 0 0 0
Hothell High scheol 2,567,500.00 2,489 597 0 0 )
Lake Village Office Complex. 385,550 00 302 458 54 793

Total for Department 0101: 11,061,693 10,545,007 1,111,583




How to measure

 WIP year over year trend — forecasted gross profit
 Spreadsheet or ERP system?

1,000,000 $ 1,100,000 S 1,095,000 S 1,050,000 S 900,000

s
S 625,000 S 650,000 $ 655,000 S 640,000

S 450,000 $ 450,000 $ 400,000

$ 1,200,000 S 1,225,000 S 1,300,000 $ 1,200,000 $ 1,050,000
S 750,000 S 775,000 S 800,000 S 810,000

S 275,000 $ 275,000 S 150,000

S 325,000 S 340,000 S 225,000 S 175,000
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$600,000
$400,000
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S
Est Profit P1




How to measure

 WIP year over year trend — forecasted gross profit
 Spreadsheet or ERP system?

1,000,000 $ 1,100,000 $ 1,095,000 $ 1,050,000 $ 900,000
625,000 $ 650,000 $ 655,000 $ 640,000
450,000 $ 450,000 $ 400,000
1,200,000 $ 1,225,000 $ 1,300,000 $ 1,200,000
750,000 $ 775,000 $ 800,000 $ 810,000 Unit Price. CM ¢
275,000 $ 275,000 $ 150,000 1522‘ % | ls\ﬁg/:"w
325,000 $ 340,000 $ 225,000 $ 175,000 s ]

Project Type Exposure

School
t;2 5%

Comm Contract Type Diversification

5%




How to measure

Financial statement impact illustration

Profit claimed per period assuming level % complete:

1S 240,000 |
625,000 | ,500 | i 207,700 |
450,000 | ' '

800,000 |
210,000 |

$250,000
$200,000
$150,000
$100,000
$50,000
3
$(50,000)
$(100,000)

| CONSTRUCTION SOFTWARE



How to measure

Don’t over-burden a job...

FIXED | VARIABLE




The operational details...

 What are some of the ways we can manage
better

e Keep those PMs out of my accounting!!!

* Communicate, communicate, communicate...

* Adifferent perspective on change orders

 Sandbaggers and forecasting

 Types of work?

* Reporting basics




Multiple Spreadsheets




How to manage

Project Management
& Accounting Systems Integration

* RFIs
e Submittals

¢ Pending COs ¥ <=q

e Approved COs P 7| posting
- until

| say
so!

® Purchase Orders
¢ Subcontracts

e Job Progress
¢ Forecasting




Better Integration




Better Integration

CREDIBILITY!!!




How to manage

What operational changes should be made

Improve communications Integrated central
“filing cabinet” of

———————

f¥7 1 PM Dacument Tracking for Viewpoint (iml‘stn.lctl'un d I I p rOj ECt

Eile Edit Records Yiew Options Tools Windows Help documentation.
[rinss 5 | (R y i

[ <@ & | E v (> X1

Project: _|I-_|rstA\reEIementarY5chooI |

| Drawing Log | Test Logs | Inspection Logs | Transmittals | Project Motes | Material Orders | Praject Firms | Praject Email | Concrete Yolume Log | Material Expediting Log | Q&M Log | Safety Auditl
Submittals |RFI's | Pending Change Orders | RFQ's | Approved Change Orders | Other Documents | Issues | Subcontracts | Purchase Qrders | Punch Lists | Meeting Minutes | Daily Logs |

I SUUTIHLL Ul REV | | LEsLITRLun SLdLUS eSS Ul T iNare Fllasc e LTpLiu Ldle rEU Lale reLd T ALy LUe DdLk RELU DdL LdLE RELU ALLIYI

CERT 1 Structural Steel Certific | Approved 50 Southeast Steel, Inc. | Structural Steel 10f1/07  10/5/07| 10/6/07 10/31/07 10/30/07 11207 13
Exterior Wall Insulation Initiated 475 Broadway Ceiling Co Insulation Building 10/1/07  10/15/07 10/16/07 11207

Electrical Transformer  For&pproval 300 Springfield Electric C Electrical Division 10/1/07  10/5/07 10f6/07 11/15/07

Re-Bar Approved 450/ West CoastRebar  |Re-bar Concrete (f.o.b. 10f1/07  10/1f07| 10/2/07| 10/30/07 10/25/07 10/26/07
Structural Steel Shop dr| Approved 50| Southeast Steel, Inc. | Structural Steel 10/1/07|  10/2f07 10/3f07 10/31/07| 10/30/07 11/2/07
Structural Steel Shop dr Returned for 650 Southeast Steel, Inc. Structural Steel 11/20/07

Hollow Metal Doors/Fra  Initiated 200 Thompson Hardware Metal Doars & Frames 10/5/07  10f12/07 10f12/07 11/15/07

Structural Steel Drawin  Initiated 650 Southeast Steel, Inc. Structural Steel 10/1/07  10/10/07 10/11/07 12107

Roofing Approved 00| Sanders Roofing Co |Roofing Builtup Bitumi 10/5/07|  10/4f07 10f5/07 10/30/07| 10/31/07 11107

Sonic Testing Results  Initiated 650 Southeast Steel, Inc. Structural Steel 12f1/07

[== R == = RN = R T e e N R = =)

mn

Setup Form ‘ ‘? Document History‘ |("§ Issue History

|=Enter a valid project Record 1of 29 | Grid| Co#: 1




How to manage

What operational changes should be made

Improve communications

[¥7 1 PM Dacument Tracking for Viewpoint Construction

To: Project Manager

Eile Edit Records Yiew Options Tools Windows Help

i : ] AB, Ny .
Brew - v 09 Your submittals are
Project: _ First Ave Elementary Schoal
| | J past due!
| Drawing Log | Test Logs | Inspection Logs | Transmittals | Project Motes | Material Orders | Praject Firms | Praject Email | Concrete Yolume Log | Material Expediting L

Submittals |RFI'S | Pending Change Orders | RFQ's | Approved Change Orders | Other Documents | Issues | Subcontracts | Purchase Orders | Punch Lists | Meetin
Submitt Submitt Rev||Description Status Descri Sub Firm Name Phase Description Date Regd/ Date Recd To Arch/ Due B3tk Recd Bac Date Retd AEﬂV]_”

- P, Y f

B S Sy R arf oy gy g Sy | my g s daf gt =

Exterior Wall Insulation Initiated 475 Broadway Ceiling Co Insulation Building 10/1/07  10/15/07 10/16/07 11207

Electrical Transformer  For&pproval 300 Springfield Electric C Electrical Division 10/1/07  10/5/07 10f6/07 11/15/07

He-bar Approved 45U West LoastHebar | Ke-Dar Loncrete {1.0.D. 10/L/0 TUfLfUS| L0PA0S] TUfSUMUS| T0/25/04 ] 10f26/07
Structural Steel Shop dr| Approved 50| Southeast Steel, Inc. | Structural Steel 10/1/07|  10/2f07 10/3f07 10/31/07| 10/30/07 11/2/07
Structural Steel Shop dr Returned for 650 Southeast Steel, Inc. Structural Steel 11/20/07

Hollow Metal Doors/Fra  Initiated 200 Thompson Hardware Metal Doars & Frames 10/5/07  10f12/07 10f12/07 11/15/07

Structural Steel Drawin  Initiated 650 Southeast Steel, Inc. Structural Steel 10/1/07  10/10/07 10/11/07  12{1f07

Roofing Approved 00| Sanders Roofing Co |Roofing Builtup Bitumi 10/5/07|  10/4f07 10f5/07 10/30/07| 10/31/07 11107
Sonic Testing Results  Initiated 650 Southeast Steel, Inc. Structural Steel 12f1/07

(=R = R = R T = < N = )

n

Setup Form] [? Document Histow] li‘i‘; Issue History

|EI'E'nter a valid project Record 1of 29 | Grid| Co#: 1




How to manage

What operational changes should be made

Improve communications

IVE 5 P Subcormact Hesdet

Aggelee
Safety

Eveonmency

Hgemny

Crarge tabm by U thw mrow keys

Document and
email attachments
follow records
throughout
project
management AND
accounting.
Metatags in email
responses
automatically
attach back to the
originating
document.




How to manage

What operational changes should be made

Document Control

_ Searchable document
NI, database of all attachments,
e e e | including emails, pictures,
POs, subcontracts, invoices,

i) 1 DM Astacoment Ingex Seach 4or Viewpout Construction




How to predict

What operational changes should be made

Accurate forecasting and production management

Forecasts stored by
accounting period for
accurate trend
reporting.

Ability to input
forecasts numerous
ways and back
calculate other data
fields. Enter in grid
or detail modes.

Y
it iy ¥ -
j/ Set eran UC N Colcunte J] o Refrash Data

Srter S propecied ey amourt & arvent ioe.




™

File Edit Records View Options Tools Windows Help

g <&
Status Code:.

HXOR!

- How @O

Status Code || |Description

APP

C
CANCEL
CR
Denied
FINAL
FORAPR
FORSIG
FYCOM

RCORRT
REJECT
REQ
RESUB

Approved

Completed

Cancelled

Current Revision
Denied

Final

ForApproval

For Your Signature

For Your Comments/Response
ForYour Information
For Your Use

Initiated

Not Applicble

Open

Original -no revisions
Pending Change
Previous Revision
SentforQuotations
Returned for Corrections
Rejected

Required

Resubmit

Submitted for Approval
Submitted forSignature

Display or calculate change orders with this status in JC Projections?

Projections Option TypeofCode
F-Final

!ﬁplay &Calculate inProjections

iDisplay in Projections
l(none)
i(none)
|(none)
iDisplay in Projections
| Display in Projections

i Display &Calculate inProjections

gDispIay in Projections
| Display in Projections
gDispIay in Projections
| Display in Projections
l(none)
i(none)
§Display in Projections
|Display in Projections
l(none)
iDisplay in Projections
,Display in Projections
\(none)

,' Display &Calculate inProjections

| Display in Projections
Display in Projections
|Display in Projections

|F-Final [
F-Final |
|I-Intermediat |
F-Final |
F-Final [
|I-Intermediat |
\I-Intermediat |

! I-Intermedia
I-Intermediat |
|B-Beginning |
\I-Intermediat |
\I-Intermediat |
\I-Intermediat |
\I-Intermediat |
\I-Intermediat |
\I-Intermediat |
\I-Intermediat |
|F-Final [
|I-Intermediat |
II—Intermedii [
I-Intermediat
I-Intermediat |

Record 230f 24 | @ Grid | Co#: 1|

Track different types
of pending change

orders and include

in forecast.

VIEWPOINT



How to manage

What operational changes should be made

i¥7 1 JC Override Projections for Viewpoint Construction

File Edit Records

e @H

Through Month: 09/10 %

View Options

Tools Windows

Bg

Help

00

i

Cost ‘ Revenue |

A%—h
Project Manager/ h‘

# Project Manager: Judy Evans
[# Project Manager: Luke Jackson
=) Project Manager: Michael Stanton
1000-
1006-
1500-
1600-
1700-
4700-
9000-
34784-
[=) Project Manager: Vincent E. Jackson
1001- |Key Midland
1003-
1004-
1009-
1011-

First Ave Elementary Sc

Bank -

Original Est Cost Current Est Cost Future CO Amt Current Detail P Adjustment New Override Pr Notes

[# Project Manager:
[# Project Manager:
[=] Project Manager:
[ 2,489,496.85
130,930.25|
2,489,496.85/
2,489,496.85

1,695,273.00

0.00}

78,817.38|
488,413.00|

|5 Project Manager:

1,622,316.67

1,854,960.00
990,559.98
115,998.00
72,900.00|
245,613.84

Judy Evans
Luke Jackson
Michael Stanton
2,505,004.76
130,930.25
2,489,496.85
2,489,496.85
1,695,273.00
0.00
85,247.76
488,413.00
Vincent E. Jackson
1,622,316.67
1,854,960.00
990,559.98
115,998.00/
72,900.00|
245,613.84

31,887.48
0.00]
0.00

32,387.48

0.00
0.00

0.00|

0.00

0.00
0.00
0.00
0.00
0.00
0.00

2,538,976.26

126,080.25 |

0.00
0.00
0.00

0.00/
0.00|
0.00|

61,023.74
3,919.75

| 2,500,000.0/
| 2,500,000.0/
[ 0.00/
50,000.00/
80,000.00]

0.00

2,600,000.00
130,000.00
2,500,000.00

2,500,000.00/
0.00
50,000.00
80,000.00
0.00

73,725.57

73,528.00|
-77,162.11
2,002.00|

7,100.00
50,948.66

1,700,000.00|Warning Major Sandbagger
1,925,000.00| Warning Major Sandbagger
1,000,000.00‘\'»Iarning Major Sandbagger
118,000.00 Warning Major Sandbagger
80,000.00 Warning Major Sandbagger
300,000.00| Warning Major Sandbagger

Enter the Adjustment to the Current Projection Detail.

=

Record 10f 27 | @ Grid | Co#: 1




Summary

* The current economy
e Banks and sureties

e Communication and tools

Click here to download our
profit fade

/*"J” «ull \rr[
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http://www.viewpointcs.com/Landing-Pages/Profit-Fade-Whitepaper.aspx

Please visit our website to access the recording of the webinar.
www.constructionbusinessowner.com

GONSTRUCTION

BUSINESS OWNER

Please visit www.hardhatconnect.com to view the answers to the questions asked during the Q&A session.

For more information on anything discussed during the presentation, please contact:

Chuck Elyea chuck.elyea@viewpointcs.com
Market Development Manager (704) 971-3190

Viewpoint Construction Software

Charlotte, NC

Jeff Greenway, CPA jgreenway@elliottdavis.com
Partner (864) 430-0466

Elliott Davis, PLLC

Columbia, SC

David Jean, CPA, CCIFP djean@arbcpa.com
Principal (207) 772-1981

Albin Randall & Bennett, CPAs
Portland, Maine




