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Standard financial accounting systems don’t always meet the accounting needs of all small and mid-sized
firms. This is especially true for project-based businesses that provide professional services and companies in
the construction and manufacturing industries who have long project lead times, as well as companies that
work with government entities on a project basis.
For businesses like these, a project-based accounting (or PBA) system is often a better choice. Unlike
standard accounting systems, a PBA system tracks revenue and expenses at a project level. PBA — which is
also sometimes referred to as job cost accounting — is extremely helpful to managers charged with project
management responsibilities (including costs and productivity) throughout the lifecycle of a project.
Evaluating Actual vs. Budgeted Costs and Revenue
PBA helps project managers accurately evaluate actual vs. budgeted costs and revenue associated with
projects. It is sometimes considered a subset of a standard financial accounting system and can be
implemented within an existing accounting system.
Project-based businesses could suffer a number of negative outcomes by not implementing project-based
accounting, including the following:
 Cost overruns on projects that jeopardize the project’s profitability.
 Miscommunication between departments that are working on projects.
 Inaccurate or incomplete project results due to the failure to identify and/or document specific project
activities.
 Uneven workflow issues that decrease employee productivity.
It’s critical that project teams and managers be able to understand expenditures and performance against their
budgets and working capital positions. Metrics with percentage of completion billings and the aging of
receivables should be monitored closely since most of the assets are committed to the project’s execution.
Visibility to the actual costs relative to their revenue is an important aspect that a project manager should pay
especially close attention to.
Access to the proper data is crucial because everyone involved with the project must know the real costs.
Certain components must be included in the functional process of gathering information, including:
 All relevant project account categories,
 Acceptable and consistent allocation methodologies, and
 Accurate and timely operational and financial data to enable appropriate decision-making at the project
level.
PBA provides project teams and managers with all of this data and more. As a result, they are able to maintain
better control over the direction of projects and utilize their limited resources more efficiently and effectively.
Should You Consider Implementing Project-Based Accounting?

Page 1

© 2016 CFO Edge, LLC

This helps ensure that projects are completed on time and within budget. PBA is fully capable of being used
for budgeting, financial planning, audit and internal control when monitoring the performance of a project.
Benefits of Project-Based Accounting
Project-based businesses can realize a number of benefits by implementing PBA, including the following:









Access to more accurate and timely information when making “go/no-go” decisions.
An improved budgeting process and actual-to-budget analysis.
More accurate accounting of detailed job costs.
Better control over projects — for example, by enabling corrective action to be taken quickly on cost overruns.
A more credible audit process.
A better gauge of teams’ workload capacities.
An improved enterprise resource planning (ERP) system.
More accurate tracking of profit margins and better utilization of finite resources.

Concluding Thoughts
Standard financial accounting systems don’t always satisfy the accounting needs of project-based businesses.
In these instances, a project-based accounting (or PBA) system that tracks revenue and expenses at a project
level is often a better choice. PBA helps project managers accurately evaluate actual vs. budgeted costs and
revenue associated with projects and provides access to crucial project data. An outsourced CFO services
provider can help you implement a project-based accounting system at your company.
About CFO Edge
CFO Edge, LLC delivers enterprise-class financial and operational performance solutions to executives
throughout Southern California. Based in Los Angeles, our formerly-seated chief financial officers engage on
demand as part-time CFOs, single-project CFOs, and interim CFOs to help business leaders successfully
resolve pressing challenges and realize their financial and operational goals. At CFO Edge, we are passionate
about helping our clients create, grow and sustain value. For more information, visit www.cfoedge.com or call
800.276.1750 Ext 101.
This publication has been prepared for general information on matters of interest only, and does not constitute professional advice on facts and
circumstances specific to any person or entity. You should not act upon the information contained in this publication without obtaining specific
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this
publication. The information contained in this material was not intended or written to be used, and cannot be used, for purposes of avoiding penalties or
sanctions imposed by any government or other regulatory body. CFO Edge, LLC, its members, employees and agents shall not be responsible for any
loss sustained by any person or entity who relies on this publication.
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