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Helping Improve the Building Industry While ProvidiQuality Housing for the People of Maine

By Melanie Hodgdon
Author of A Simple Guide to Turning a Profit as a Contractor

You've just gotten to the end of a job, checkedrymank account, even tried to look at your job
cost reports, and discovered tliat againthe expected profit just wasn't there. Contractons
complain about now making enough profit are ofteakimg a relatively few number of mistakes.
The problem is that they make them over and ovamnag o avoid these costly errors:

1. Know your numbers

2. Don't confuse markup and margin
3. Recognize all your labor costs

4. price properly

5. Keep job costs accurate and current
6. Monitor change work

7 . Apply what you learn

1. Know your numbers

Many contractors keep the numbers in their healdat Works fine when you only do one or two
jobs at a time, but as your company grows, you neepend the time to focus on your numbers.
If you know how much you're spendirag you're spending,ityou can avoid bad surprisasd
actually use what the numbers tell you to ensuwaettie next jolwill be more profitable.

2. Don't confuse markup with margin

Any financial statement that provides percentagissthow margin numbers. Margin numbers
are calculated as a percentage of revenue. Forpaaifyour statement shows that total over-
head is 18%, that means that you're spending 18%6wf revenue in order to cover overhead.
But if you then use that number (whichmigirgin) as a markup figure to cover overhead when
you're pricing jobs, you'll lose money. Markup iaged orcostswhile margin is based dn-
come.Confusing them can turn your bottom line red veuickly.

3. Recognize all your labor costs

How much does iteally cost you to put one production worker in the fitddan hour? If you
pay him $20/hr, it's tempting to estimate basedren$20 figure. But don't forget all the other
burdensthat you need to add to that $20. Things like plhyaxes, Worker's Comp, liability
insurance, paid sick, holiday, and vacation dayd,any company contributions like retirement,
health plans, etc. If you're estimating based ooundened labor costs, then your profit will take

Continued on Page 9



A Message from the President—Charlie Huntington

“The Momentum is Building”
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David Thompson—Treasurer
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View of Camden Hills
from the recently complet-

ed Affordable House pro- $
ject on Lupine Lane.
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In the 1970’s the woolen mills were leaving  So this movement has been going on for a long
Camden, the whole state of Maine for that partime. CNB has not wavered from it's support. |
It was soon realized that the work force were was on the first group so many years ago and
selling their homes in the area and moving  have been glued there ever since. So much for
inland where they could make a small profit orhistory.

Camden Property and buy in Appleton or When we enter into a contract with CAHO it is

ashington and st fve within there means. pacyeq allthe way back to the board of direc-
They all didn't come back to Camden 1o wor tors. We have to supply a finished home as

Once they got their wings they went to jobs agreed upon, and when that is done we get

closer to where they lived. paid. So far we have built about fourteen
When these folks left so did the members of houses in partnership with CAHO.

the fire departments, etc. Keep on building!

A grass roots group frgm churches anq abig g, pmitted by:
sponsor, Camden National Bank, Decided that _

an effort should be made to attract workers ~ >°""Y Goodwin
back to the area. Monroe & Goodwin
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Augusta, MAINE (NEWS "It's something that is im- the home and that will put the
CENTER) - The issue of portant to people's life safety, price out of the range of many
requiring builders to install it's important to preserving buyers.

sprinkler systems in new buildings and property from

The Bureau of Building

Codes and Standards will take
written public comments and
concerns for another 2-weeks,
A special board is ready to before releasing the final set
implement Maine's first ever Builders say they'd be happy of rules.

stat.eW|de bwldmg cod_e. The to install sprinklers if the NEWS CENTER

sprinkler requirement is not  home buyer wants them to.

contained in that new set of  But they say making it man-

rules. Fire officials say that's a datory would tack on thou-

mistake. sands of dollars to the cost of

homes was front and center fire and the devastation that
today at a public hearing in  causes", said Sanford-
Augusta. Springvale's Fire Marshal
Peter Cutrer.
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Providing relevant program- the lead paint training that took the location and refreshments
ming and education to our place in Wiscassett on May for the upcoming Ethics Class
members is an important part of20th. (see below for details).

\(/:vhat we do herde at -t|:|e Malnn.e Special thanks must go out to  If you would like to donate
ontractors. an. Builders Alli- Karen Reed and\llen In- refreshments or have a lo-
ance. Making it affordable ion th Idb q
. . ; ial f. cation that wou e condt
(and sometimes freell) is just assurance & Financialfor ;
) - - cive to hosting one of the
important to us. It is often nec- providing the refreshments for e I l

tod donth numerous events so far this many classes we provide
essary to depend on the gener- please give me a call in th

osity of our members to make year, .incl.uding fEV\{O Lead Paint office at 230-0261. Insurance ‘ Financial
that happen. We would like to Certification training classes,

thank Bl” Crlder and the Open House for the Afford_ NAVIGATING LIFE’'S RISKS & REWARDS
J.Edward Knight In- able House project, and the  Tpank you,

surancefor st . d Radon Seminar. The Allen
i or stepping tp an Agency will also be providing
providing the refreshments for

Lindsey Jurkowski
MCBA

LS IS S IS IS I IS IS I IS IS I TN SIS I
MCBA Contractor Certification Program

Ethics Class
Taught by Jim Patterson

Date: August 9, 2010
Time: 5:00-7:00 PM
Location:

Allen Insurance & Financial
34 Elm Street
Camden, ME
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In an attempt to build up  items. Charlie spenttime fund our scholarship fund.
the MCBA coffers itwas  promoting Maine Contrac-
decided to promote two tors & Builders Alliance to

yard sales this season. Our several ‘curiosity seekers’, Soooo...... if you didn’t get
spring sale was held in which was of great value to your shop cleaned out for
Wiscasset with the Lincoln our organization. the spring sale, fear not —
Chapter taking the lead. ;R THANKS TO EACH  the fall sale will be here
Our plan is for the Mid- OF YOU. before you know it. We
coast Chapter to take the already have donations
lead on the fall sale. ltwas a great weekend o, incin _ WE ARE

, weather wise, which may
o JUST LOOKING FOR A
We had four or five new a6 helped or hindered us uS
members step up to the LOCATION IN THE
late for th . I as our turn out was only KNOX AREA TO STORE
plate for the spring sale, g5 However, considering THEM
helping with calls, set up we had a change in loca- -
and sales. Spread the worc ;0 ‘44 the economy be- Call Lindsey 230-0261 or
guys that you not Only sur- |ng what it is’ our proﬁts Tom 557-4071 if you have
vived, you had a good were more than fair with ~ a place to offer.

time! Joel Saleeby's only ,h1y $2600 added to the Again Thanks

concern was going away  ganera| fund. Once MCBA Tom and Cindyv Bland

with more than he donated! ; - y ’
‘gets back on their feet fi-  Chairpersons

Many more members nancially, the proceeds will
helped outby donating o \ysed in large part to
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Thank you to
i 8 everyone who|
= P participated in
this year's
Maine Home
& Design

Midcoast
Show!!!
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a hit. The more labor-heavy a job is, the less
likelihood there is that the job will produce the
profit you expected.

4. Price properly

For fixed (contract) price jobs, remember that
the price of any jolmustcover three things:

(1) the actual costs for the job, (2) that job’s
fair share of company overhead, and (3) that
job’s fair share of the company’s overall profit.
If you price to “break even” then you'll actual-
ly lose money because you won't cover over-
head and there sure won't be any profit to wor:
ry about. If you price to cover overhead but
neglect to intentionally include profit in the
price calculation, then you won't make what
you neglected to plan for.

5. Keep job costs accurate and current

Track job costs using the same criteria used fc
estimating, and keep your job costing current.
In other words, don't estimate in apples and
job cost in oranges, and don't wait until the
end of the job to see how you did. Using the
same cost categories footh estimating and

job costing will improve your ability to identi-
fy and analyze cost overruns, and that can lea
you to better estimating practices. Keeping
your job cost information current can alert you
to problems with the job, or may reveal change
work that wasn’t documented.

6. Monitor change work

It is a rare project indeed that has no change
orders. While some companies regard change
orders as a great opportunity to increase their
profit on a job, others struggle with identify-
ing, estimating, pricing, and collecting on

change orders. Bear in mind that change orders

usually affect both the final price and the final
completion date of the project and homeown-
ers need to be reminded of this. Don't let

7. Apply what you learn

Use your financial reports to analyze your
overall margin and identify slippage. Thact

on this knowledge by investigating and elimi-
nating inefficiencies in production or reporting
practices. Conduct a job autopsy at the end of
every job and look for estimating or produc-
tion errors. Revise your estimating or pricing
practices based on what you learn from your
reports.

Melanie Hodgdon (President, Business Sys-
tems Management, Inc. of Bristol, ME) is a
construction industry consultant, speaker, and
author. To learn more about or purchase her
most recent book Simple Guide to Turning

as Profit as a Contractowisit
www.MoneyMazeBooks.confor more infor-
mation on speaking engagements or consult-
ing, contact Melanie at 207-529-5849 or visit
www.MelanieHodgdon.com
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change orders accumulate to the end of the job.
That gives customers a bad surprise and sours

their attitude towards you just when you want
them to be singing your praises. Finally, don’t

forget to add the cost of change orders to your

total estimated cost for the job so you can ac-

curately monitor the job’s costs and — ultimate-

ly — profit.




MCBA wishes to thank Hancock Lumber for becoming t
organizations first ever Patron Member as welloagHeir
Sponsorship!

A huge Thank You to Hammond Lumber and EBS forrthei
generous Sponsorship!
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For more information on how you can support youiafice, please see the rate
sheet on page 11 for details. Or you can calhmaikLindsey in the

MCBA office.
230-0261
mchba@midcoast.com
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Maine Contractors & Builders Alliance

Officers 255 Molyneaux Road

Charlie Huntington Camden, ME 04843

President Tel: 207.230.0261 Fax: 207.236.6281

I &S Insulation Email: mchba@midcoast.com www.buildingmaine.org

Ginny Savage

1st Vice President

Breakwater Design & Build, Inc.
Breakwater Pool & Spa

Lisa Burgess
Secretary
Rankin’s Inc.

David Thompson
Treasurer
Church Street Consults, Inc.

Jill Goodwin
Past President
Monroe & Goodwin

“The World is Run by Those That Show Up"

Board of Directors

Bob Baldwin
Eastern Construction

Bob Duke
Floor Magic & Tile Joint MCBA/MABEP Membership Discount
Kris Farris Joint Membership MCBA and MABEP (Maine Association of
Aurora Timberframes building Efficiency Professionals).
Offered is a one time discount to anyone who is not a member
Neal Kimball of a least one of the two organizations.
Hancock Lumber Normally the Maine Contractors & Builders Alliance member-
ship is $200 and MABEP is $125. Join both for $275.
Peter Hill If you're a current member of one of the organizations, your
P B Hill Builders membership is extended one year. Simply send in your com-

bined dues to MCBA and the rest is taken care of.

Office Manager
Lindsey Jurkowski

We’'re on the web atwww.buildingmaine.org




