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Job Costing Analysis

When analyzing job costing, it's essential to consider several factors to ensure a comprehensive
understanding of the project's profitability. Below are key aspects to take into account:

1. Direct Material Costs

These include the costs of materials and supplies needed to complete the job.
Example: Sealcoat, crack filler, paint, etc.

2. Indirect Costs

These are expenses that cannot be directly attributed to a specific project but are necessary for
its completion. Examples include:

e Overhead costs (rent, utilities, office supplies)
e Administrative salaries
e General business expenses

Indirect costs should be allocated to projects using an appropriate method.
3. Team Expenses
Beyond direct labor costs, consider labor burden, which includes:

e Payroll taxes
e Employee benefits (healthcare, retirement contributions)
e Workers' compensation insurance

4. Equipment and Tool Costs
If specific equipment or tools are required, factor in:

e Depreciation
e Maintenance costs
e Rental or usage fees

5. Subcontractor Costs



If outsourcing parts of the project, ensure subcontractor expenses are included in job costing.
6. Material Waste

Account for any material waste or scrap that occurs, as this impacts overall costs.

7. Time and Resource Allocation

Track employee hours and resource usage to accurately assess labor and indirect costs.

8. Project Duration

Longer projects may have different cost implications than shorter ones. Consider how the
timeline affects expenses.

9. Contingency Reserve

Set aside a contingency reserve (typically 2.5%) to cover unexpected costs or project scope
changes—acting as a form of insurance.

10. Profit Margin

Determine the desired profit margin and incorporate it into revenue calculations. Profit margin
varies based on:

e Industry standards
e Project risk level
e DBusiness goals

11. Financing Costs

If external financing is required, factor in interest payments and other financing costs.
12. Tax Implications

Consider applicable taxes, such as:

e Sales tax
e Value-added tax (VAT)
e Corporate taxes

13. Post-Project Analysis

After project completion, conduct an analysis to compare actual costs and revenue against
initial estimates. This will help refine future job costing processes.

Final Thoughts



Job costing can be complex, especially for large or long-term projects. The more accurate and
detailed your cost and revenue tracking, the better insights you'll gain into your project's
profitability and overall business performance.

We’ve also prepared a google sheet
“Job Costing Analysis Calculator” for you here

https://docs.google.com/spreadsheets/d/1AKJT29rA6RdoRbTquoREVjFGC

V2zDWQDOBdISnXNGY/edit?usp=sharing
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