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Chapter 1

Finance and Business in 
the 

Facility Organization 



Content:

1- Finance and Business Overview 

2- Fundamental Accounting Concepts 



Financial Accounting 

External

vs

Management Accounting

Internal



Account Standard

Generally Accepted Accounting 
Principles 

International Financial 
Reporting Standards 



account categories 

Assets 

Revenues

Liabilities

Expenses

Net Assets/or Shareholder's Equity



Chart of Accounts



Double-Entry 
Accounting







General Journal



General Ledgers 



Accounting Cycle

1- Identifying transactions

2- Recording transactions in a journal

3- Posting to the general ledger

4- Preparing an unadjusted trial balance



Accounting Cycle

5- Creating a worksheet for adjustments

6- Preparing an adjusted trial balance

7- Preparing financial statements

8- Closing the books





Chapter 2

Financial Management 
of the 

Facility Organization 



Content:

1- Budgets and Budgeting Basics 

2- Financial Statements 



1- Budgets and 
Budgeting Basics 



Importance of 
Budgeting



Budget Approaches:

1-Authoritative

2-Participative

3-Combined



Type of Budget

Operating Budget
(Short-term )

Capital Budget
(Long-term) 

vs



Fixed Budget

(Fixed Costs)

Variable Budget

(Fixed Costs)



Budget Periods



Budget Methods

1- Incremental Budgeting

2- Zero-Based Budgeting

3- Activity-Based Budgeting (ABB) 



Budget Monitoring



Budget Closeout



2- Financial Statements:



Internal Financial Statements

External Financial Statements



Audited Financial Statements

Unqualified opinion

Qualified opinion

disclaimer of opinion



Types of Financial Statements

Income statement 

Balance sheet 

Statement of cash flows 

Statement of shareholders’ equity 



Income 
statement 





Statement of cash flows 



Depreciation



Depreciation Methods:

1-Straight-line 

2-Activity method 



Depreciation Methods:

3-Accelerated depreciation 

4-Modified Accelerated Cost 

Recovery System 



Lease or Purchase  for 
Capital Assets



Analyzing Financial Documents 

Financial Statement Ratio Analysis



Analyzing Financial Documents 

FM Metrics and Ratio Analysis



Chapter 3

Fundamental Cost 
Concepts, Containment 

Strategies and Chargeback 
in the Facility Organization 



Contents:

1- Fundamental Cost Concepts 

2- Cost-Containment Strategies 

3- Chargebacks 



1- Fundamental Cost 
Concepts 



Cost Classifications:

1-Hard and Soft 

2-Variable and Fixed 

3-Mixed Costs

4-Cost Drivers



Assigning Costs 

1-Direct Costs 

2-Indirect Costs



Cost Measurement 

1-Cost Accumulation

2-Unit Costs



Cost Measurement 

3-Cost Assignment

4-Cost Allocation

5-Cost Tracing



Cost Measurement 

Traditional Cost Measurement

Activity-Based Costing (ABC)



Cost in Decision Making 

1- Differential Costs

2- Opportunity Costs

3- Sunk Costs



2- Cost-Containment 
Strategies



1-Communicate the Purpose

2-Engage Stakeholders

3-Lead by Example

4-Monitor and Adjust



3- Chargebacks



FM Role in Chargebacks

Cost Calculation

System Setup 

Cost Tracking

Space Allocation



Chapter 4

Business Cases, Supporting 
Documentation 

and Financial Reports 



Contents:

1- Developing a Business Case 

2- Business Case Financial Data 



1- Developing a Business Case 



Writing a Business Case

1- Persuasive Writing

2-Bottom-Line Focus

3-Supporting Documentation



Writing a Business Case

4- SWOT Analysis

5-Understanding Business Processes



Components of a BC

1- Executive Summary

2-Introduction

3-Assumptions



Components of a BC

4- Business analysis

5-Risk analysis



Business Case Sample



2- Business Case 
Financial Data



Discounting Financial tools

Internal rate of return (IRR)

Present and Future Value



Discounting Financial tools

Payback Period

Return-on-investment (ROI)



Quantifying the Costs and Benefits

Time Value of Money



Quantifying the Costs and Benefits

Capital Investment Analysis



Net Present Value
(NPV)



Quantifying the Costs and Benefits

Concept of Best Value



Quantifying the Costs and Benefits

Life-Cycle Costing



Quantifying the Costs and Benefits

Benchmarking



Minimizing Risk
in Capital Investments

Sensitivity Analysis



Scenario Analysis

Minimizing Risk
in Capital Investments



Chapter 5

Procurement
in the 

Facility Organization 



Contents

1-Procurement Procedures 

2-FM Outsourcing 



1-Procurement Procedures 



What is Procurement



Procurement Principles

1- Value for Money

2- Fairness

3- Competition

4- Efficiency 



Procurement Principles

5- Transparency

6- Integrity

7- Accountability



Sustainable Procurement 



Procurement Process

1- Planning

2- Supplier Research



Procurement Process

3- Requesting Bids:

RFP (Request for Proposal)

ITT (Invitation to Tender)

RFQ (Request for Quotation)



Procurement Process

4- Award selection:

Lowest Responsive Bid

Bid Evaluation

Sole Source

Single Source



2-Facility Management 
Outsourcing



Forms of FM Outsourcing

1-FM Agent

2-FM Contractor

3-Total FM (TFM)



Why Outsource FM Activity?

Focus on core FM activity 

Cost and efficiency savings 

Staffing flexibility 



Outsource Advantages Outsource Disadvantagesvs



FM Outsourcing Process:

1- Define Goals 

2-Compare Costs

3- Identify Special Requirements

4- Assess Risk 



FM Outsourcing Process:

5-Consider Flexibility

6- Management Implications

7- Identify Special Requirements



Chapter 6

Contracts 
in the 

Facility Organization 



Contents

1-Oversight

2-Types of Contracts 

3-Contract  Monitoring 



4-Resolving Conflicts 

5-Contract Risks  

6-Contracting Fraud 

Contents



1-Contract Development, 
Management and 

Oversight



Contracts in FM Service: 

1-Planned Services

2-Unplanned Services

3-Property Services

4-Sustainable Services



Contracts in FM Service: 

2- Nature of Consideration

Bilateral Contracts

Unilateral Contracts



Contracts in FM Service: 

4- Based on Validity

Valid Contracts

Void Contracts

Voidable Contracts

Unenforceable Contracts



Scope of Work



Poor Example



Good Example



2-Types of Contracts



Purchase Orders

1- One-Time Purchase Order

2-Blanket Purchase Order (BPO)



PR to PO Steps



Service Contracts



Service Specifications:

1-Prescriptive Specifications

2- Performance-Based Specifications



Contract Pricing Terms:

1-Fixed Price 

2- Cost Reimbursement 

3- National Buy 



Additional Pricing

1-Open Book Contract 

2-Time and Materials  

3- Labor Hour  

4- Indefinite Delivery Indefinite Quantity 



3-Contract  Monitoring



Contract Performance 
Monitoring



Contract Cost 
Monitoring



Frequency of Contract 
Performance 



Contract Closeout



4-Resolving Vendor 
Conflicts



Nature of Conflicts:

Constructive Conflict

Dysfunctional Conflict



Dispute Resolution

1-Mediation

2-Arbitration



5-Analyzing 
and 

Interpreting Contract 
Risks



Risk Identification



Risk Assessment





Risk Response

1-Accept or tolerate  

2-Control or mitigate   

3-Transfer or share   

5-Avoid 



Risks in FM Contracts

Subcontracting

1-Accountability  

2-Notification and Approval   

3-Quality Assurance 



6-Prevention of 
Contracting Fraud and 

Irregularities



Types of  Fraud

1-Collusion and Price Manipulation

2-Bid Rigging

3-Execution Irregularities

4-Phantom Charges



Indications of Fraud

Bid Patterns

Price Patterns

Suspicious Documents 

Problematic Statements



Contract Fraud Control

Segregation of Duties

Proper Authorization

Competitive Bidding



Contract Fraud Control

Documentation

Change Order Process

Budgetary Controls
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