
TOP CAT ON
THE CREW—
THE BOOKKEEPER
by Judson Motsenbocker

Behind every
successful contractor
is a sharp-eyed
bookkeeper

It’s a well-known fact that most remod-
elers and small builders are hands-on
people who came up from the ranks.
They did the physical work first, and
became business people later. That’s
why it is vitally necessary for contrac-
tors to surround themselves with good
people to help run the business. It
doesn’t matter whether the business
does $50,000, $500,000, or $1 million
a year: The need for help is the same.

It is necessary to divide any compa-
ny—and again it doesn’t matter what
the size is—into three parts: administra-
tion, sales and estimating, and produc-
tion. These three areas cannot be done
by one person. Any two of the areas can
be done by an owner or a hands-on
person, but one of the areas requires
outside assistance. It might be in sales
and estimating or it might be in produc-
tion, but the one we find most easy to
give up, and the one that makes the
biggest difference, is the administrative
area of the business. The rest of this
article focuses on how important it is to
properly tend to bookkeeping and/or
the administration of the business. Poor
administration is the most frequent
downfall of contractors in the country.
It’s not that they can’t get work done,
and it’s not that they don’t know mate-
rial or labor costs. What they don’t
know is their overhead cost.

I am often asked who the most
important person in my business is. I
would like to think it is me, one of the
carpenters or my foreman. However, I
have to admit that the most important
person is the bookkeeper. I can sell the
jobs, hire the people to do the jobs, and

buy the material. But, if I do not know
what my overhead is, everything I have
done is in vain.

The double-entry bookkeeping sys-
tem is the most accepted system
throughout the country, but some peo-
ple still use the cash-basis system. There
are several different systems and various
suppliers for each. The National Associ-
ation of Home Builders has a system
called Account and Financial Manage-
ment, but many other companies have
good systems as well. A good bookkeep-
ing system must work by hand before it
is put on a computer. Computerizing a
bookkeeping system should be done in
parts, and the parts should work
together in an overall program.

An accountant who has dealt with
the building and remodeling business
will be familiar with the system that is
most economical and the one that will
give you the best results. As with many
things, the least expensive route may
not be satisfactory. It is important to
have a good accountant to advise and
assist you, not only in setting the system
up, but in making sure it is working
properly. Of course, you also need a
bookkeeper or a secretary/bookkeeper
combination who has the ability to take
care of some of the general paperwork
that we will discuss.

Track the Job
After a job has been sold, the propo-

sal has been signed, and the detailed

estimate attached to the proposal in the
office area, it is necessary to prepare a
job-cost or job-card system to keep
track of each project. It does not matter
how large or how small each project is.
This can be done on an 8½ x 11 card:
On one side, put the description of the
job and its location, and on the back
side, the list of materials, sub-contrac-
tors, and labor used on that job. Mate-
rials and sub-contractors should be
listed by invoice, date, and amount.
Labor should be listed by date and
number of hours. Then when the pro-
ject is complete, these numbers can be
totaled and you can determine exactly
how much cost you have in that project.
This job-card or costing system will not
show what your overhead is. Overhead
includes costs such as insurance, heat,
lights, rent, automobile expense, taxes,
and so forth. Therefore, this job-costing
system is only a portion of the total
costing system that needs to be
developed.

Materials. One of the jobs that the
administration person needs to do is
bill these jobs after they are completed.
In order to be sure that all material for
that job is billed, you should use a
purchase-order system. Once a job has
been assigned a number from the job
card, a purchase order needs to be filled
out for each vendor and/or sub-
contractor each time an item (or items)
is purchased for that job. From this the
bookkeeper knows what material has

been purchased or what sub-contractor
has been hired to do part of a job. If it is
a small project, it is very important that
a purchase-order system is used so that
the job can be billed before the 10th of
the following month. This will provide
cash to pay invoices due. It’s very help-
ful to have the supplier send you in-
voices by the week. But some small
suppliers and people you don’t buy
much from, do not like to send them by
the week. Therefore, it is necessary to
use the purchase-order system so that
the bookkeeper can call and get the
amount of money that is involved on a
project. Sometimes it is very easy to say
“Well, I'll just remember where we got
the material.” That’s probably true for a
small operation, but when you have
more than one person buying material,
or more than one job going at a time, it
becomes necessary to use a purchase-
order system so that you can determine
exactly what materials have been used
on each job and so that all chargeable
items will be billed.

Also, as invoices come in, it is very
important that the bookkeeper check
the board footage, the lineal footage,
and the extensions of that footage with
the price that has been quoted for the
material. The invoice totals should be
checked against the statements received
each month. My bookkeeper earns half
of her wages by finding errors in in-
voices. Of course, it is also important
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that all of the invoices get posted to the
proper accounts within your account-
ing system.

Another vital job of the adminis-
trative department is to keep a price
book up-to-date so that the estima-
tor can keep track of the cost of
materials. This book needs to be
properly checked when invoices
come  in  so  tha t  p r i ces  can  be
updated and kept-current. Any good
secretary or bookkeeper can do this
simple comparative process after the
procedure has been explained.

Labor. It is also necessary for the
bookkeeper to keep track of all the time
that goes into each job, whether you
have one employee, three employees, or
fifty. Their time needs to be kept by job
number and posted to that particular
job card. If some labor is not chargeable
to a specific job, because workers were
cleaning the warehouse, working on
trucks, or whatever, keep a record of it
so you can control these overhead
items.

The bookkeeper needs to total the
time for each employee after it has been
posted to the various job cards so pay-
roll checks can be written. The payroll,
itself, can be complex, in that all the
wages and taxes need to be figured and
kept separate for each employee. If your

I often hear that
someone can’t afford
a bookkeeper/
secretary combination.
I believe that you
can’t afford to be
without one.

bookkeeper is qualified these records,
including the quarterly and year-end
payroll taxes, can be done in your
office. You may, however, wish to
make your accountant responsible for
this.

Other Overhead. Consider other
overhead and non-chargeable items. If
you have more than one vehicle, it is
beneficial to number each one so that
any gas, repairs, or employee labor can
be charged directly to that vehicle. You
then have an accurate account of what
that vehicle is costing per year to oper-
ate. Properly recording other overhead
costs such as utilities and construction
supplies (saw blades,. rope, chain, and
other things not charged directly to one
job) help you control the cost of operat-
ing your business.

Insurance. Another vital link in
administration is insurance. It is abso-
lutely essential that someone work with
your insurance agent to determine
exactly what is covered and what is not
covered in your business. In today’s fast
changing times, our bookkeeper works
with the agent about every six months
to determine whether there have been
any changes in our coverage. We check
to see if we need to update anything, if
we are paying too much for our insu-
rance, or if something important is not
covered.

Your Right Arm
I am often told that the owner of the

company does the bookkeeping him- or
herself. I find it extremely difficult to
believe that a good bookkeeping job
could be done by someone who is try-
ing to run a crew, sell the jobs, and do
the estimates. It is simply more than one
human being can do.

I think it is easy to see that the basic

administrative job that I have outlined
is at least a part-time job and more often
a full-time job. When you add answer-
ing the telephone, operating the two-
way radios, checking materials for the
production department, talking to cus-
tomers and working with selection
sheets, it’s not hard to see that a full-
time person can be readily used and
their wages well covered. It is often said
that people can’t afford a bookkeep-
er/secretary combination. My theory
has always been that you can’t afford to
be without one. He or she needs to be
your right-arm person to keep track of
the overhead and your general expenses.

Profit
The profit-and-loss statement should

be produced at least every three
months, and I strongly suggest that one
be prepared every month. It will show
what overhead costs are, and you will
readily know if your mark-up is ade-
quate. The selling price of a job must be
the cost of the material, the cost of
labor, the general cost of doing business
(overhead), and any profit that you
want to make. Remember when you
mark up cost, the percentage of mark-
up must relate to the expenses indicated
on the profit-and-loss statement. The
percentages on the profit-and-loss state-
ment are based on 100 percent of the
gross amount of sales. When you are
costing out a job, you are only working
with direct costs (labor, materials, and
sub-contractors). Therefore, when you
ate marking up a cost at 50 percent you
are really only marking up the total sale
by 33 percent. If your overhead
happens to be 25 percent, you are only
making 8 percent where you thought
you were making 25 percent. (For a
thorough explanation of mark-up see
“Mark-up Basics,” this issue.)

Summing Up
To briefly review: after a written

proposal has been signed, a job-costing
system must be developed to keep track
of labor, materials, and subcontractors
on each job. The system can use job
cards or a loose-ring notebook.

You need a purchase-order system to
keep track of the materials and subcon-
tractors. You need time sheets filled out
by your employees to document labor
costs for each job and for payroll. And
you need a system that makes sure the
customers are billed in a timely fashion
and that invoices are filed in an organ-
ized accounts-receivable system.

A payroll system is needed to keep
track of the individual wages paid to,
and taxes witheld from, each employee.
An accounts payable person is needed
so that you know how much you owe
each individual vendor, and when you
pay what you owe. The general-
overhead and operating-expense items
need to be recorded in separate
accounts so that a profit-and-loss state-
ment can be compiled and a tax return
filed.

Even if your office happens to be in
your home, you still pay heat, lights,
telephone, insurance, etc., to operate
the house. Remember to document
these items so that you can determine
the proportion that is attributed to your
business. Successful remodelers and
builders are backed by a good set of
books-an accounting system which is
acceptable to the profession. Remember,
the job isn’t completed until the paper-
work is done! 

Judson Motsenbocker is owner of Jud
Construction, in Muncie, Ind., and a fre-
quent speaker on business management
for remodelers.
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