
Setting Up ALLOWANCES (or Options)

Allowances (or some builders call them Options) are generally maximum amounts that the builder has autho-
rized for customer selections for certain types of costs.   Allowances might be set up for appliance packages,
plumbing fixtures, hardware, carpet, and so on.  Often the builder’s contract states that if the customer makes
selections that total to more than the allowance, the builder will add the overage amount to the contract price.
And vice versa, they often agree to reduce the contract price for selections that are under the allowance
amount.  This program will track Allowances and produce reports that display allowance costs that are over or
under the allowance amount.

NOTE:  Allowances should not be confused with Change Orders, and it is suggested that Change Orders
should not be posted for allowance differences UNLESS you will be posting a Change Order for every Allow-
ance over or under amount.   The program WILL produce a summary report that calculates the Revised
Contract Price (as shown below).  IF the program finds that Change Orders have been issued for ANY Cost
Code marked as an Allowance Item, it will NOT calculate an Allowance Over/Under Adjustment on that
report.  This is to avoid a ‘double dipping’ calculation. There are reports that will detail the allowance
overages for the customer, so it is not necessary to produce a change order for allowance overages.  See later
information about applying a markup to Allowance overages.

  Original Contract Price $500,000.00
+ Change Orders Price $    4,500.00
         Orig Contract + CO’s $504,500.00

+ Allowance Overages $   2,000.00  (or this could be negative if costs under allowances)
Revised Contract $506,500.00

ADDITIONAL NOTE:  A way to track allowance differences (other than on Allowance over/under reports)
is to post a Budgeted Purchase Order for the original allowance amount, and then issue a Variance PO for the
overage (or under) amount.  Since Variance PO’s will be displayed in their own column on variance reports,
they are easy to spot.

Allowances are set up on the Job’s Budget/Bids Worksheet (see Help documents about Budget/Bids
Worksheet).  If the Measure “Allowance” is selected in the ‘Meas’ field on a budget line, that cost item and
its budgeted amount will be included on the Allowance Agreement and on Allowance Cost Reports.  See
following pages for more information about Allowances.



ALLOWANCE Tasks, Agreement, and Cost Comparisons

On the Job Budget/Bids Worksheet, one of the buttons on the toolbar is labeled ‘Allowances’.  Click the
‘Allowances’ button to drop down a list of allowance tasks, agreement, and reports.  These Allowance features
are described below and on following pages.

Change All Allowance Markup %’s to Zero -
Use this to change the Markup % to zero on all
budget lines that are marked as an Allowance.  In
order to compare allowance amounts to actual
costs posted for the cost item, it is necessary to
use the budgeted cost as the allowance amount,
and not a marked up amount.  Therefore, some
builders prefer to set the markup percent for
allowance lines on the budget to zero. This is
because those builders give the customers a
budget proposal with marked up amounts only
and they don’t want the allowance amounts on the marked up budget report to be different than the allowance
amounts on the agreement.   NOTE:  If you do this, and base your Contract Price on the Marked Up Total, you
might want to adjust the Contract Price up some if you want to include some profit on allowance items.

Allowances Worksheet - Click this selection to pop up an “Allowance Notes” worksheet.  Enter as much
information for each Allowance item as needed on the worksheet.  The notes will print on an Allowance
Agreement (see next page).  Allowance Text can be copied from the same cost code on another job budget by
selecting the job and using the button to ‘Copy Text From Selected Job’.

If you have a contract that allows you to apply a markup percent to Allowance Overages
and/or to Allowance Credits, enter that percents as a decimal numbers. (Ex: for 15%, enter
.15)  This markup percent will be applied to Allowance overages and/or Credits on the
Contract Balance report available on the Estimated Costs at Completion worksheet.



Allowance Tasks, Agreement, and Cost Comparisons - continued

Use these selections to print an Allowance Agreement that
the builder and the customer can sign.  One report will NOT
list any check list items that have been associated with the
budgeted cost code.  One report WILL list the materials/
labor check list.

This is the agreement that does NOT include a Check List of Materials and Labor.



Allowance Tasks, Agreement, and Cost Comparisons - continued
There are 2 reports that compare Allowances to total
actual costs and Purchase Orders that have been posted.
They are displayed below.  One is a summary and one
shows the detail of supplier invoices that have been
posted.  NOTE:  IF a Purchase Order has been posted, the
PO amount will override the Actual Posted Costs when
calculating the Allowance Remaining.  That’s because a
PO represents a committed cost.



Top of First Page of Report

Last Page of Report - As of now, there is an Allowance credit which is reducing the Contact Balance.  That’s
because it’s still fairly early in the job.  When the job is about to close, this report can be very handy for re-
viewing closing monies due from the customer.

ALLOWANCES and CONTRACT BALANCE

There is a very handy report to use when a job is nearing completion.  It’s found on the ‘Estimated Costs at
Completion’ worksheet which can be opened from the Budget/Bids Worksheet. (See Help docs about the
ECC worksheet.)   On the toolbar at the top of the worksheet, click ‘Revenues / Profit / Contract Balance’,
then select ‘Contract Balance, Revenues,....  The last page of the report that opens will display the summary
of Allowances and Costs, and apply any overage or credits to the Contract Balance.  See below.

Other pages of the report will list Revenues Received and
Change Orders information.


