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Introduction: Where Project
Performance Is Won or Lost

In architecture and engineering firms, financial performance is determined long

before a project is complete. By the time profitability is measured, the outcome has
already been shaped through a series of decisions made during the work itself. Staffing
adjustments, time spent resolving issues, small expansions of scope, and delays in billing
all accumulate gradually. When those effects finally appear in the financials, they are
often difficult to trace back to a specific cause.

Projects often appear to be progressing as expected. Teams are busy, clients are
engaged, and deliverables are being met. Then the numbers reveal a different reality.
Margins fall short of expectations. Revenue lags behind effort. Work in progress grows
without a clear explanation for why it hasn’t been billed. Of course, projects change
course as they progress, but the challenge is when those changes are not clearly visible
as they happen.

This gap exists because financial information is not always structured or used in a way
that reflects how projects are actually delivered.

Often, financial data is collected across separate systems and reported after the fact.
Project teams operate in real time, making decisions without clear visibility into the
financial impact of those decisions. Finance ensures accuracy, but often works at a
different pace than the work itself. Leadership reviews results at a higher level, without
a clear line of sight into how those results were created. Over time, this separation
becomes part of how the firm operates.

Firms that achieve more consistent outcomes approach this differently. They structure
financial information around the project itself and ensure it remains visible as work
progresses. Project managers have access to current data and understand how to use
it. Finance supports interpretation and consistency. Leadership can connect firm-level
performance back to the conditions within individual projects.

Project accounting provides the foundation for this alignment. It connects revenue,
cost, effort, and progress in a way that reflects how projects are actually delivered. It
allows teams to see how a project is performing while there is still time to influence
the outcome. Over time, this creates a more consistent relationship between the work
being done and the financial results it produces.

This guide focuses on how to build that connection. It examines how project accounting
functions inside a firm, where it tends to break down, and how to structure it so financial
information remains useful at the moment decisions are made.
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What Project Accounting Actually Is

Project accounting is often introduced as a rrwhen fi nancial data

technical extension of traditional accounting. In

practice, it operates much closer to how projects Stays con neCted to the
are planned and managed. Its purpose is not only WOI‘k as it happens it
J

to track financial activity, but to organize that

activity in a way that reflects how work unfolds bec_omes pa rt Of how
over time. projects are managed,
Most firms rely on financial reporting that is nOt something

fstructured atthe organlz.atlonal level. Revenue rev'ewed after they are
is aggregated across projects, expenses are I t 3

grouped into broad categories, and profitability comp ete.

is evaluated in summary form. This view is — Lucas Gray, A/E Business Advisor & Director
necessary for understanding overall financial e

health, but it does not explain how that

performance is created. The drivers of performance sit within individual projects,

where decisions are made continuously and often with limited financial context.

Every project develops along its own financial path. Hours are spent in ways that
may or may not align with the original plan. Scope evolves, sometimes through
formal changes and often through small, informal adjustments. Billing follows its
own rhythm, influenced by both internal processes and client expectations. These
conditions are typical, but they are difficult to interpret when financial data is
separated from the work that generates it.

Project accounting brings that connection back into focus. It organizes revenue,
cost, and effort at the project level from the outset, allowing performance to be
understood as it develops. Instead of reconstructing results after completion,

it creates a continuous view of how a project is tracking against its original
assumptions.

The difference becomes clear when a project begins to drift. Additional hours
accumulate within a phase. Coordination takes longer than expected. Iterations
extend beyond what was originally scoped. Without a structured financial view,
these changes are absorbed into the overall effort and only become visible later as
reduced margin. With project accounting in place, those same signals can be seen
earlier, when there is still time to respond.
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This applies equally to revenue. In project-based work, billing does not always align
with progress. Work may be completed ahead of invoicing, or invoices may follow
milestones that do not reflect actual effort. Project accounting makes it possible
to understand the relationship between value created, value recognized, and value
collected. That distinction is essential for managing both performance and cash
flow, yet it is often obscured when data is viewed only at a summary level.

As this structure becomes embedded, it begins to influence how projects

are managed. Budgets are treated as active reference points rather than

static estimates. Time tracking becomes a signal of how effort is aligning with
expectations. Billing decisions are made with a clearer understanding of both
progress and financial position. Financial data no longer sits outside the work. It
becomes part of how the work is evaluated.

Many firms implement the mechanics of project accounting without changing how
the information is used. Data is captured in detail, reports are generated regularly,
and yet the underlying behavior remains the same. Project teams continue to rely on
intuition, and financial insights arrive too late to influence outcomes.

The difference is not the amount of data available, but how accessible and relevant
that data is to the people managing the work. When project managers can see the
financial position of their projects as part of their normal workflow, the information
becomes actionable. When finance focuses on maintaining clarity and consistency
rather than controlling access, the data becomes more widely understood.
Leadership can move between project-level detail and firm-level performance
without losing context.

At that point, project accounting begins to function as intended. It provides a clear
connection between project execution and financial outcomes, allowing firms to
understand not only what their results are, but how those results are being created
in real time.
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The Financial Mechanics
Behind Every Project

Once financial data is organized at the project

" .
level, the next step is understanding how A projeCt ra rely goes
it behaves over time. This is where project Off traCk a" atonce.
accounting moves from structure to application. It shifts in sma" Ways

The individual components are familiar, but the

way they interact determines whether a project across IaborJ progreSSJ
stays aligned or begins to drift. and bi"ing' and those
Projects function as interconnected financial Shlfts On|y become
systems. Labor drives both cost and potential ViSible When the System
value. Revenue reflects progress, but depends = . 3

is viewed as a whole.

on how that progress is measured. Work
in progress reveals the gap between effort — Matt Cooper, CEO at BQE Software
and billing. Billing determines how and when

that value becomes cash. Each of these elements moves at its own pace, and
misalignment between them tends to build gradually rather than all at once.

In most architecture and engineering firms, labor represents 60 to 70
percent of total project cost, based on benchmarks from sources such as
the AIA Handbook of Professional Practice. That concentration means even
small inefficiencies in how time is planned, tracked, or managed can have a
meaningful impact on profitability. A few extra hours in a single phase may
not raise concern, but repeated across multiple phases or projects, the effect
becomes structural.

Time tracking, when used effectively, provides early visibility into these patterns.
It shows where effort is concentrating, how it compares to the original plan, and
whether the project is progressing as expected. Without that visibility, excess
effort blends into the total and is often only recognized once the financial
outcome is already affected.

Where Projects Begin to Drift
Drift tends to appear in small, recurring ways:

A phase takes longer than anticipated

Coordination requires more effort than originally scoped
Revisions extend beyond what was planned

Hours are recorded consistently, but not reviewed in context

J bqe The Definitive Guide to Project Accounting


https://www.bqe.com?utm_source=bqe&utm_medium=website&utm_campaign=ebooks&utm_content=The_Definitive_Guide_to_Project%20Accounting

Individually, these shifts are manageable. When they persist, they begin to
change the financial trajectory of the project.

A simple but effective discipline is to review effort in relation to both scope and
remaining work:

Compare actual hours to budget by phase
Estimate remaining effort based on current progress
Evaluate whether the remaining fee supports that effort

This does not require complex analysis. What matters is consistency and the
willingness to adjust once misalignment becomes visible.

Understanding the Role of WIP

Work in progress is often treated as an accounting measure, but it has clear
operational implications. It represents work that has been completed but not yet
billed, and it provides a direct view into how well billing aligns with delivery.

When WIP begins to accumulate, it typically points to a small number of
conditions:

Billing is delayed relative to progress

Scope has expanded without being formalized
Internal processes are slowing invoicing

There is uncertainty about what can be billed

Left unaddressed, these conditions affect both profitability and cash flow. The
AIA Handbook of Professional Practice notes that firms with consistently high or
aging WIP often experience slower collections and reduced financial flexibility.

A practical approach is to review WIP with a focus on action:

Identify projects with growing or aging balances
Determine whether the issue is timing, scope, or process
Set a clear path for billing or scope clarification

Track resolution in the next review cycle

This shifts WIP from a passive metric to an active management tool.
Aligning Billing With Project Reality

Billing is often treated as a downstream step, but it plays a central role in project
performance. The timing and structure of invoices determine how quickly effort
is converted into revenue and cash.
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Delays in billing are rarely isolated. They are typically tied to uncertainty. Project
managers may not be confident in how much progress can be billed. Finance
may be waiting for complete information. Clients may require additional context
before approving invoices. Over time, these delays create a widening gap
between effort and revenue.

Firms that manage this well treat billing as part of project management rather
than an administrative function. They establish a rhythm that aligns billing with
progress and reinforce it through consistent expectations.

In practice, this includes:

Reviewing billing status alongside project progress

Defining clear milestones tied to invoicing

Ensuring time and expense data is current before billing cycles
Addressing scope changes as they occur

These are straightforward practices, but they require consistency across
projects and teams.

Bringing the System Into Focus

When labor, progress, WIP, and billing are viewed together, the financial
structure of a project becomes clearer. Patterns emerge that are difficult to see
when each element is reviewed in isolation.

A project that appears healthy based on billing alone may show early signs of
strain when labor is considered. A project that is progressing efficiently may still
create cash flow pressure if billing lags behind. These relationships are where
most issues originate, and they are also where the greatest opportunities for
improvement exist.

Firms that consistently review these elements as part of project management
develop a more stable operating rhythm. Variations are identified earlier,
conversations become more specific, and adjustments are made with greater
confidence. Over time, this leads to a more predictable relationship between
effort, revenue, and profitability.
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Why Firms Struggle to See
Project Performance Clearly

The information required to understand project

fr .
performance is already present in most firms. Cl?rlty come_s fr_om
Time is tracked, costs are recorded, invoices Seelng ﬁnanC|a| Slgnals
are issued, and reports are generated. Yet when as the WOI‘k unfOIds, nOt

project leaders try to assess performance during

active work, the answer is often unclear or from reVieWing them

requires significant interpretation. after the outcome is
3

The challenge lies in how financial information is already set.

structured, how it moves through the firm, and — Dan McCormick, CRO at BQE Software

how closely it stays connected to the work itself.
When those elements fall out of alignment, financial signals arrive late, context is
lost, and small issues have time to develop into larger ones.

A System That Reflects the Past, Not the
Present

Financial data is often processed through a sequence designed for accuracy
rather than immediacy. Time is entered, reviewed, and approved. Costs are
processed. Billing is prepared. Reports are generated at the end of a cycle. Each
step is necessary, but together they introduce delay.

A typical scenario illustrates how this plays out.

A project enters a new phase with a majority of its labor budget still intact.

Early coordination challenges require more time than expected, but the team
adjusts informally, assuming the impact is manageable. By the time financials are
reviewed, a significant portion of the budget has already been consumed while a
large share of the work remains.

At that stage, the remaining options are limited. The project can still be delivered,
but not within the original expectations.

This pattern reflects a system where financial insight trails behind the work rather
than informing it as it unfolds.
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Fragmented Systems Create Partial Views

Project data is frequently distributed across multiple systems, each capturing a
different dimension of the work. Time tracking reflects effort. Project management
tools reflect progress. Accounting systems capture cost and revenue. Billing
systems reflect invoicing activity. Each view is accurate within its context, but none
provides a complete picture on its own.

This separation leads to parallel interpretations of the same project. Progress may
appear on track from a delivery standpoint, while financial data tells a different
story. Leadership sees aggregated performance, but without a clear connection to
the conditions within individual projects.

Reconciling these perspectives requires time and effort. By the time alignment is
achieved, the information often reflects a point in time that has already passed.

Where Visibility Breaks Down

The gap between project activity and financial understanding tends to follow
consistent patterns:

« Financial data is delayed
Reporting cycles capture completed activity rather than current conditions
« Systems are not fully connected
Data must be transferred or reconciled before it can be used
» Context is missing from reporting
Numbers are presented without clear connection to scope, phase, or
remaining work
« Ownership is divided
Project managers, finance, and leadership interpret performance through
different lenses

Each of these introduces friction. Together, they create a system where financial
clarity lags behind the work itself.

The Compounding Effect of Small Gaps

Project performance evolves through a series of small adjustments that go
unexamined in a financial context. Additional hours are absorbed into a phase
without revisiting the remaining budget. Billing is delayed while teams wait for
approvals. Scope expands through incremental decisions that feel reasonable in
isolation but collectively change the financial profile of the project.

Over time, these patterns begin to shape outcomes.
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Industry benchmarks help quantify the impact. Research from Zweig Group
publications along with the BOE Benchmarking Reports, and guidance from
the AIA Handbook of Professional Practice all show that stronger financial

performance is tied to tighter alignment between effort, revenue, and billing.

Common indicators of strong performance include:

Realization rates above 90 percent
Project profit margins exceeding 20 percent
Net revenue per employee above $175,000

These results are not driven by fundamentally different project types, firm sizes, or
even architecture vs engineering industries. They reflect how consistently financial
signals are identified and acted on during execution. This is something every firm
can control.

Why More Reporting Doesn’t Improve
Visibility
Expanding reporting is a common response when clarity is lacking. Additional

dashboards are introduced, more metrics are tracked, and reports become more
detailed. But greater volume does not necessarily lead to better understanding.

As reporting becomes more complex, interpretation takes more time. Project
managers review information without a clear path to action. Finance invests more
effort in producing reports, leaving less time for analysis. Leadership receives more
data, but not always more insight.

Clarity depends on relevance and timing. A focused set of timely signals is more
effective than a comprehensive report that arrives after decisions have already
been made. What matters is whether a project manager can quickly assess the

current state of the project and determine what needs attention.

Rey,,. .
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Creating a Shared Understanding of
Performance

Differences in perspective across roles can further limit visibility. Project
managers are focused on delivery, finance on accuracy, and leadership on overall
performance. Without a shared framework, these perspectives can diverge.

Alignment begins with a common set of signals and expectations.

Project managers engage directly with financial data and use it to guide
decisions

Finance supports interpretation while maintaining consistency and
reliability

Leadership connects project-level conditions to firm-wide performance

With this alignment in place, financial data becomes easier to interpret and more
likely to influence decisions in a timely way.

Where to Start Improving Visibility

Progress begins by reducing the distance between project activity and financial
insight. The most effective changes focus on making information more immediate,
more relevant, and easier to use.

A practical starting point includes:

Reviewing time and expense data while work is still active
Aligning financial check-ins with project milestones

Simplifying reporting to highlight key signals

Making financial performance part of the project manager’s role
Reducing manual reconciliation between systems

These adjustments strengthen the connection between financial data and
project execution. As that connection improves, performance becomes easier to
understand and manage while there is still flexibility to respond.

J bqe The Definitive Guide to Project Accounting
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From Tracking to
Decision-Making

Capturing financial data is a necessary step,
but on its own it does not change how projects
perform. Many firms have detailed time
tracking, well-structured financial reports, and
consistent billing processes, yet still struggle

to translate that information into better
outcomes. The difference lies in how the data is
used once it is available.

In firms where project accounting is working
effectively, financial data is not treated as
something to review at the end of a cycle. It
becomes part of the ongoing conversation
around the project. Project managers refer to
it reqularly, not because they are required to,
but because it helps them understand how the
work is unfolding and where adjustments may
be needed.

“When you start to lay
this out, you begin to
see how the project
actually works. You are
connecting the scope,
the schedule, and the
team in a way that lets
you understand whether
the plan makes sense
before the work begins.”

— Douglas Teiger, FAIA, Founder of Teiger Consulting

This shift is subtle, but it changes the role of financial information entirely.
Instead of answering the question of what happened, it begins to inform what

should happen next.

Bringing Financial Data Into the Flow of Work

For financial data to support decision-making, it needs to be available at the
same pace as the work itself. If the information arrives after key decisions have
already been made, it can only serve as a record. When it is synced with live data
collection and is accessible during the course of the project, it becomes a guide.

In practice, this means adopting an integrated firm management platform that
integrates financial and project management in one system. Once that is in
place, create checkpoints into the rhythm of project management rather than

treating them as separate events.

Project managers who consistently manage financial performance tend to:

Review hours against budget while work is still active, not just at the end of a period
Look at phase-level performance to understand where effort is concentrating

2 bge
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Compare current progress to what has been billed to identify gaps early
Revisit assumptions about remaining work before those assumptions become
constraints

These actions do not require complex analysis. They rely on having clear, current
data and a habit of referring to it as decisions are made.

Turning Signals Into Actions

Financial data becomes useful when it points to a decision. Without that
connection, it remains descriptive rather than actionable. There are a few
recurring signals that project managers should be able to recognize and
respond to quickly.

When effort begins to exceed budget in a phase:
Reassess the remaining scope and required level of effort
Determine whether the issue is efficiency, coordination, or scope expansion
Adjust staffing or approach before additional hours accumulate

When WIP begins to grow:
Review whether billing reflects actual progress
Identify any delays in invoicing or approvals
Clarify scope where uncertainty is preventing billing

When realization begins to decline:
Evaluate where time is being written off or absorbed
Identify patterns in how scope is being managed
Address issues at the project level rather than relying on end-of-project
adjustments

These responses are not theoretical. They reflect the types of decisions that
shape whether a project stays aligned with its financial expectations.

Establishing a Consistent Review Rhythm

One of the most effective ways to move from tracking to decision-making is to
establish a consistent cadence for reviewing project financials. This does not
need to be time-consuming, but it does need to be intentional.

Firms that manage this well often adopt a simple structure:

«  Weekly project reviews focused on active work
« Phase-level analysis to understand where effort is concentrated
« Short forward-looking discussions about remaining work and potential risks

J bqe The Definitive Guide to Project Accounting
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The emphasis is on maintaining awareness, not producing formal reports. It’s
even better if you have live dashboards that can visualize these reviews without
the need for a specific report. When these reviews are part of the normal
workflow, financial signals are less likely to go unnoticed.

Making Financial Data Usable for Project
Managers

A common barrier to adoption is that financial data is not always presented in

a way that is easy to interpret. First, make sure you are being transparent with
project-level financial information. If this isn't available to project teams, you are
setting them up for failure. Project managers need access to project progress
and financials to do their jobs. But also, make sure the information is usable.
They may have access to reports, but those reports often require translation
before they can inform a decision.

Improving usability often comes down to simplifying what is presented and
focusing on what matters most. Clear, graphic, dashboards are usually more
effective than static reports that contain too much detailed information.

Project managers should be able to quickly understand:

How much of the budget has been used

Where that effort has been spent

How current progress compares to what has been billed
What level of effort remains relative to the available fee

When these questions can be answered clearly, financial data becomes part of
the decision-making process rather than something that sits alongside it.

Shifting the Role of Finance

As financial data becomes more integrated into project management, the role
of the finance team evolves. Instead of acting primarily as a reporting function,
finance becomes a partner in how performance is understood and managed.

This shift often includes:

Supporting consistent definitions for metrics such as realization and WIP
Helping project managers interpret financial signals in context

Identifying patterns across projects that may not be visible at an individual level
Ensuring that data remains accurate without limiting access to it

This alignment strengthens the connection between project execution and financial
performance, making it easier for the firm to operate with a shared understanding.

J bqe The Definitive Guide to Project Accounting
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What Changes When This Works

When financial data is used consistently to guide decisions, the effect is
noticeable across projects.

Issues are identified earlier, often before they have a material impact.
Conversations become more specific, focused on what needs to change rather
than what already happened. Billing aligns more closely with progress, reducing
the buildup of WIP. Over time, the relationship between effort and outcome
becomes more stable.

This does not eliminate the inherent variability of project-based work, but it
makes that variability easier to manage. Decisions are made with better context,
and adjustments are made while there is still flexibility in the project.

That shift is what turns project accounting into an operational advantage.
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The Role of Integration

As financial data becomes part of how projects

"
are managed, the structure of the underlying When data moves at
systems takes on greater importance. Practices the same pace as the
that work in isolation become difficult to sustain WOI‘k, it becomes pa rt

when information is delayed, fragmented, or

requires reconciliation before it can be used. Of the deCiSion- When it

What appears to be a process issue is often a Iags behind’ it becomes
reflection of how systems are connected and a rep Orl'.."

how information flows between them.
— Austin Miller, CMO at BQE Software

Project decisions happen continuously.

Adjustments to staffing, scope, and approach are made in response to changing
conditions, often in real time. For financial data to support those decisions, it
needs to reflect the current state of the project without requiring additional
steps to assemble or interpret.

When systems are loosely connected, that connection breaks down. Time

is entered in one system, financials are maintained in another, and billing is
handled separately. Information must be transferred, reviewed, and aligned
before it can be used with confidence. Even when this process is well managed,
it introduces delay.

The effect is subtle but consistent. A project manager identifies a potential issue
based on progress, but confirming the financial impact requires waiting for data
to catch up. By the time that alignment happens, the project has moved forward
and the opportunity to respond early has narrowed. Over time, these small
delays shape how decisions are made and how projects ultimately perform.

What Integration Enables

Integration changes how information flows across the firm. Instead of moving
in stages, data becomes part of a continuous system where updates in one area
are reflected across others in real time.

This has several practical effects:

+ Project performance is visible as work progresses
Time, cost, and revenue reflect current conditions rather than completed cycles

J bqe The Definitive Guide to Project Accounting 17
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« Billing aligns more closely with actual progress
Invoices are based on up-to-date information, reducing lag between work and
revenue

» Teams operate from a consistent view of the project
Project managers, finance, and leadership are working from the same data

« Administrative effort is reduced
Less time is spent transferring, reconciling, and validating information

These changes are often described in terms of efficiency, but their impact
is broader. They make it possible to use financial data consistently as part of
project management.

Reducing the Lag Between Work and Insight

One of the most meaningful outcomes of integration is the reduction of lag. In a
fragmented environment, the path from activity to insight includes several steps.
Data is entered, reviewed, transferred, and reported. Each step adds time and
increases the likelihood of inconsistency or mistakes.

A fully integrated system shortens that path. As data is entered, it becomes
immediately available across the system. Project managers see how effort is
tracking against budget as it happens. Finance can review the same information
without waiting for consolidation. Leadership can access current data when
evaluating performance across projects.

This does not eliminate the need for review or oversight, but it changes when
that work occurs. Instead of acting as a gate before information is available, it
becomes part of maintaining accuracy within an active system.

What to Look for in an Integrated Approach

Not all integrations provide the same level of value. Systems may share data
but still require manual intervention to maintain alignment. A more effective
approach connects core functions in a way that reduces dependency on
workarounds.

A system that supports project accounting effectively will typically demonstrate
a few characteristics:

» Time, cost, and billing are connected at the project level
Changes in one area are reflected in others without manual updates

« Data flows automatically between functions
Information does not need to be exported, reformatted, or re-entered
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« Financial data is available in real time or near real time
Project performance can be evaluated during active work

« Reporting reflects a single, consistent source of truth
Different teams are not relying on separate versions of the same data

These characteristics create the conditions needed for financial data to support
decision-making in a consistent way.

Integration as an Operational Foundation

Improving project accounting practices is possible without full integration, particularly in
the early stages. Firms can establish better review habits, clarify ownership, and simplify
reporting. These changes often produce meaningful improvements.

Over time, however, maintaining alignment across disconnected systems
requires increasing effort. Data must be reconciled more frequently. Delays
become harder to avoid. Inconsistencies require more attention to resolve.

At that point, integration becomes less about efficiency and more about
sustainability. It provides the structure needed to support the practices
described in earlier chapters without relying on manual coordination.

Firms that make this shift often find that the benefits extend beyond project
accounting. Collaboration improves as teams work from the same information.
Decisions are made with greater confidence. Financial performance becomes
easier to understand and manage across the firm.

When information moves with the work rather than behind it, project accounting
becomes part of the firm’s operating model rather than a layer applied on top of it. This
enables firms to scale.

Accounting that /_ o, ~ bge
drives decisions i

Read the eBook »
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Building a Strong Project
Accounting System

By this point, the role of project accounting

" .
should be clear. It is not a reporting function A Strong projeCt
layered on top of project delivery. It is part of accou ntlng SYStem does
the operating structure that determines how nOt rely on perfect data_

consistently a firm can translate effort into

financial performance. It relies on consistent
The challenge now is putting the system sl_trucltureJ CIear

into practice in a way that holds up across S|gna|s_, and a Shared
multiple projects, teams, and conditions. understanding Of how

A strong project accounting system does 3J

not depend on individual discipline alone. It to use them'
provides a consistent framework that supports =~ —Matt Cooper, CEO at BQE Software
how projects are planned, managed, and

evaluated. Further, it helps create consistency across PMs and project teams.

By standardizing the system you can better train your team, onboard new hires,
and ensure all projects are delivered to the same quality standards and financial
performance.

This framework does not need to be complex. In fact, it should be as simple

as you can make it. The most effective systems are the ones that are clear,
repeatable, and closely aligned with how the firm, and the specific roles, actually
works.

Start With a Clear Project Structure

Everything that follows depends on how projects are set up at the beginning. If
the structure is unclear, the data that flows from it will be difficult to interpret.

Projects should be organized in a way that reflects how work is delivered.
Phases, tasks, and budgets should align with real project activities rather than
arbitrary categories. When this alignment is in place, time and cost data carry
meaning. When it is not, even accurate data becomes difficult to use.

A strong structure allows project managers to see where effort is being spent
and how it relates to the original plan. It also creates consistency across
projects, making it easier to compare performance and identify patterns.
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At a minimum, this includes:

Clearly defined phases tied to scope and deliverables
Budgets allocated at a level that supports meaningful tracking
Consistent naming and organization across projects

This is often overlooked, but it is one of the most important foundations of

an effective system. Start standardizing these elements today for the biggest
impact. It may sound obvious, but it is amazing how few firms have disciplined
naming standards across projects, phases, and deliverables.

Make Time and Cost Data Reliable

Project accounting depends on the quality of the underlying data. Time and
expense tracking do not need to be perfect, but they do need to be consistent
and timely.

When data is delayed or incomplete, it loses its value as a signal. Project
managers cannot rely on it to make decisions, and finance must spend
additional effort validating it before it can be used.

Improving reliability is less about enforcement and more about making the
process workable:

Ensure time is entered frequently enough to reflect current conditions —
ideally daily

Keep entry requirements simple and aligned with how teams work

Review data in context so errors are identified early

Reinforce the connection between accurate data and better project outcomes

When teams understand how the data is used, they are more likely to treat it as
part of the work rather than an administrative task.

Establish a Consistent Financial Rhythm

A strong system includes a regular cadence for reviewing project performance.
This cadence should align with the pace of the work rather than relying solely on
accounting cycles.

When financial reviews are too infrequent, issues have more time to develop
before they are addressed. When they are too formal or time-consuming, they
are less likely to be sustained.

The goal is to create a rhythm that keeps financial awareness current without
slowing down the work.
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In practice, this often includes:

Short, recurring reviews of active projects
Focus on phase-level performance rather than only project totals
Forward-looking discussions about remaining effort and potential risks

This rhythm creates a continuous connection between project activity and
financial understanding.

Focus on a Small Set of Actionable Metrics

Not all financial metrics are equally useful in managing projects. A smaller set of
well-defined indicators is more effective than a broad collection of data points.

Metrics should be selected based on their ability to inform decisions. They
should be easy to interpret and directly connected to how projects are
managed.

Common examples include:

» Realization rate to understand how effectively effort is converted into revenue

» Budget versus actual effort to track alignment with the original plan

«  Workin progress (WIP) to monitor the gap between work performed and billing
+ Revenue relative to progress to evaluate how billing aligns with delivery

The value of these metrics comes from consistency. When they are defined and
used in the same way across the firm, they create a shared understanding of
performance.

Align Project Managers and Finance

One of the most important elements of a strong system is alignment between the
people managing the work and the people responsible for financial oversight.

Project managers need access to financial data and the ability to interpret it in
context. Finance needs to ensure that the data remains accurate and consistent,
while also supporting how it is used in practice.

This alignment is reinforced through:

Shared definitions of key metrics
Regular communication around project performance
Clear expectations that financial outcomes are part of project management

\When these roles are aligned, financial data becomes part of the decision-
making process rather than a separate layer of reporting.

J bqe The Definitive Guide to Project Accounting


https://www.bqe.com?utm_source=bqe&utm_medium=website&utm_campaign=ebooks&utm_content=The_Definitive_Guide_to_Project%20Accounting

Reduce Friction Through Integration

As discussed in the previous chapter, integration plays a critical role in sustaining these
practices. When systems are connected, data moves with the work and remains current.
When they are not, maintaining alignment requires additional effort.

Firms do not need to solve every integration challenge at once, but they should
be aware of where friction is being introduced. Manual reconciliation, delayed
updates, and inconsistent reporting are all signs that the system is working
harder than it needs to.

Reducing these points of friction allows the rest of the framework to function
more effectively.

Putting the System Into Practice

Implementing a strong project accounting system is not a single initiative. It is a
series of adjustments that bring financial information closer to the work itself.

A practical way to approach this is to focus on a few key actions:

Align project structure with how work is delivered

Ensure time and cost data is current and reliable

Establish a consistent rhythm for reviewing project performance
Focus on a core set of actionable metrics

Align project managers and finance around shared responsibilities
Reduce friction where systems create delays or inconsistencies

These steps are straightforward, but their impact builds over time. As financial
data becomes more consistent and more closely tied to project activity, it
becomes easier to manage performance with confidence.

The goal is not to create a perfect system. It is to create one that is clear, usable,
and sustainable across the firm.

Learn more about how integrated
project accounting can boost your
firm's performance

The process outlined in this ebook works best when everything
is connected. BOE CORE brings your projects, financials, and

team planning into one place so you can manage projects with
clarity from start to finish.

TO LEARN MORE, BOOK A DEMO -
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Conclusion: A More Predictable
Way to Run a Firm

Project accounting does not remove the complexity of project-based work.
Architecture and engineering firms will always navigate shifting scope, evolving
timelines, and the inherent uncertainty that comes with design and coordination.
What it changes is how clearly those conditions can be understood while the
work is still in progress, and how effectively teams can respond to them.

The central idea throughout this guide is straightforward. Financial outcomes are
not determined at the end of a project. They are shaped continuously through

the decisions made during its delivery. When financial information is delayed or
disconnected from the work, those decisions are made with limited context. When
that same information is structured around the project and remains visible as the
work unfolds, it becomes part of how the project is managed.

This shift shows up in the consistency of results. Firms that maintain a clear
connection between effort, progress, and financial performance tend to operate
with fewer surprises. Project managers have a better understanding of how their
decisions affect outcomes. Finance spends less time reconciling data and more
time supporting how it is used. Leadership can evaluate performance with a
clearer view of how results are being created across projects.

Improvement does not come from adding more reporting or increasing
complexity. It comes from reducing the distance between project activity and
financial insight. That begins with structuring data at the project level, keeping it
current, and making it usable for the people responsible for delivery. Over time,
as project structures are clarified, data becomes more reliable, and financial
reviews align more closely with the pace of the work, the system begins to
reinforce itself.

The result is not perfection, but predictability. Variability still exists, but it is
identified earlier and managed more deliberately. Conversations become more
grounded. Adjustments happen while there is still flexibility. The relationship
between effort and outcome becomes more stable, which is what allows firms to
scale their operations with confidence.

Project accounting, when it is functioning well, becomes part of how the firm
runs. It creates a shared understanding of performance that supports better
decisions at every stage of a project. That clarity is what ultimately separates
firms that react to outcomes from those that shape them.
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Key Project Accounting
Metrics for Project Managers

1. Realization Rate

Definition: Measures how effectively the project is
converting worked hours into earned revenue.

Equation: Realization Rate = Actual Revenue + Potential
Revenue (based on billable time)

Why it matters: This is one of the strongest indicators of
project health. A declining realization rate signals scope creep,
inefficiencies, or write-downs that need to be addressed.

2. Project Profit Margin

Definition: Shows how much profit the project is
generating after direct costs.

Equation: Project Profit Margin = (Revenue — Direct Labor
and Consultant Costs) + Revenue

Why it matters: Helps the PM understand whether the
project is financially viable as it progresses, not just at
completion.

3. Budget vs. Actual Hours (by Phase)

Definition: Compares planned labor hours to actual hours
spent, ideally broken down by phase.

Equation: Variance = Actual Hours — Budgeted Hours

Why it matters: Identifies where effort is exceeding
expectations and where adjustments are needed. Phase-
level visibility is critical to pinpoint issues early.

4. Percent Complete vs. Percent Spent

Definition: Compares how much of the project is
complete to how much of the budget has been used.

Equation: Percent Spent = Actual Hours + Budgeted
Hours. Percent Complete = Estimated Project Completion %

Why it matters: This is a forward-looking metric. If percent
spent exceeds percent complete, the project may be
trending over budget.

5. Work in Progress (WIP)
Definition: The value of work completed but not yet billed.
Equation: WIP = Value of Work Performed — Amount Billed

Why it matters: Indicates whether billing is keeping pace
with progress. Growing WIP can signal delays, scope
ambiguity, or billing inefficiencies.

2 bge

6. Billings vs. Progress

Definition: Compares how much has been billed to how
much work has been completed.

Equation: Billing Ratio = Amount Billed + Value of Work
Performed

Why it matters: Ensures revenue is aligned with delivery.
If billing lags too far behind, it can create cash flow issues
and increase risk.

7. Effective Billing Rate

Definition: The actual revenue earned per hour worked on
the project.

Equation: Effective Rate = Total Revenue + Total Billable
Hours

Why it matters: Reveals the true value being captured
from project effort and highlights the impact of write-
downs or inefficiencies.

8. Remaining Fee vs. Remaining Effort

Definition: Compares the budget left on the project to
the estimated effort required to complete it.

Equation: Remaining Fee — (Estimated Remaining Hours x
Cost or Billing Rate)

Why it matters: This is one of the most practical forward-
looking checks. It answers a simple question: can the
remaining work be completed within the remaining budget?

9. Write-Ups / Write-Downs

Definition: Adjustments made when billing differs from
the calculated value of time and cost.

Equation: Write-Up / Down = Billed Amount — Calculated
Value of Work

Why it matters: Frequent write-downs point to issues with
scope control, pricing, or execution. Tracking them helps
prevent repeat patterns.

10. Phase-Level Burn Rate

Definition: Measures how quickly budgeted hours are
being consumed within a phase.

Equation: Burn Rate = Actual Hours + Time Elapsed (or %
of phase duration)

Why it matters: Provides early insight into whether a
phase is progressing faster or slower than planned,
allowing for timely adjustments.
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Explore More Resources

Running a better architecture or engineering firm takes more than experience. It requires
clear insight, practical tools, and guidance you can trust. This is where we can help. Our
resource library is built for firm leaders who want to improve financial performance,
strengthen project delivery, and make more confident decisions. Inside, you will find
webinars that turn complex topics into clear actions, articles that challenge how firms
operate and grow, and reports and ebooks grounded in real data and experience.

You can also put ideas into practice with tools, templates, and checklists designed for
immediate use, connect with peers through user groups, and learn from real customer
success stories. Every resource is created with one goal in mind: to help you run a better
firm. Explore what is most relevant to you and take the next step forward

<Webinars ) ( Reports & Ebooks > < Tools &Templates>

< Customer Success ) <Blog> CUser Groups >
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BOE CORE

If you’re serious about improving Oboe amm ©

efficiency and profitability, you need Jll Eovote Design Group

access to technology that makes the Ptamanee
process of tracking Key Performance il sie7se $162,052 siii88
Indicators (KPIs) straightforward. BQE

CORE is an all-in-one firm management
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and project management tools that’s N
backed by a company with over 30 years
of experience and countless end users
worldwide. It was designed by an engineer
and architect to give their firms the tools
they needed to thrive. Thus all of

the built-in features are designed ’

to address the pain points A/E firms

typically face.

BQE CORE can streamline your business processes, while
simultaneously providing groundbreaking insights that will help grow
your firm, all from the convenience of a desktop computer, laptop,

or mobile device. BOE CORE makes it easier than ever to collaborate
with both your team and clients.

Running your business
should be exciting, not

chaotic. That's why we're
here, and most importantly,
why we developed CORE.
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