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PROFESSIONAL
ESTIMATOR Denver, Chapter 5

MESSAGE FROM YOUR PRESIDENT
Heather Boulanger

CHAPTER MEETING
NOTICE

Date: Tuesday, Oct. 12, 2010

Time: Gather: 5:00 p.m.
Dinner: 6:00 p.m.

Place: Red Lion Hotel
4040 Quebec Street
Denver, CO 80216
(303) 321-6666

Cost: $45.00 w/registration*
$50.00 w/o registration*
$25.00 for students

*$5 off if you register by Oct. 5
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Winner of the 2010 NW Region Newsletter of the Year Award!

October 2010

Thomas E. Merrigan

Berg Hill Greenleaf
& Ruscitti, LLP

Program information on
page 5...

In This Issue

Continued on page 7...

At last month’s dinner, our speaker was Dennis Casey, a Counselor
for the Colorado Procurement Technical Assistance Center.  That’s
quite a mouthful, to say the least.

But for those looking to pursue government work, Dennis is the man to see.  Let’s face
it, the government is the only owner these days with money - and they’re spending it
(don’t get me started).

Anyone who has attempted to bid government projects knows what a challenge that
can be:  being transferred to a multitude of representatives, understanding solicitation
requirements and terminology, searching government databases, completing mountains
of paperwork, locating and then reviewing volumes of specifications, instructions, and
requirements.

Dennis and the other counselors at the PTAC are there to help you with all aspects of
this process, as well as marketing and even bid preparation – it is strictly confidential
and at no cost!
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A Review of the Basics of Overhead & Profit in Construction
by Craig R. Tarr, CPE

FEATURE ARTICLE

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

As a contractor and construction estimator, one should understand and know your
company’s cost structure, i.e. what is included in your overhead costs and what those
costs are in order to be competitive and profitable.
Overhead can be described as the “operating cost” of the business or the “indirect cost”
for a business to perform and operate efficiently.

There are two forms of overhead in construction:
1.Field or jobsite overhead (also known as general conditions or indirect field costs); and,
2.Business or home office overhead.

Overhead includes both fixed costs and time (duration) related costs.

Overhead is influenced by the type of work being performed, requirements for the work
being performed and the structure of the company performing the work.

Field or Jobsite Overhead (General Conditions)
Field or jobsite overhead are the job specific operating costs for the work being
performed. Field overhead items should be estimated based on the type of project, project
specific requirements, estimated duration of the project, and the current labor rates
(including burdens), material/consumables and equipment rates.Fixed costs should be
estimated based on current market rates.

For duration-related costs, hourly and daily rates can be estimated for projects with
shorter durations and weekly or monthly rates should be estimated for longer durations.
Field overhead normally includes but is not limited to the following:
· Field personnel such as project managers, supervisors, clerks, general labor for clean-up
and material handling etc.
· General equipment such as pickup trucks, forklifts, front end loaders etc.
· Transportation – including operating costs such as fuel, servicing/maintenance, licensing
and ownership or lease costs.
· Temporary facilities – including temporary office, computers, printers, copiers,  storage,
toilets, fencing, staging areas etc.
· Temporary utilities – electric, water etc.
· Security
· Safety – inspections, supplies, meetings etc.
· Consumables – hand tools, cleaning supplies etc.
· Clean-up – cleanup labor or subcontractor costs, dumpsters etc.

Depending on your company structure and the owner (or architect/engineers)
requirements for the project, the following other project specific costs can also be
included as part of field overhead:

Continued on page 3...
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· Bonds – bid and payment bonds
· Insurance – general liability, builder’s risk etc.
· Permit fees

Estimating Field or Jobsite Overhead (General Conditions)
The estimator should perform the following in their evaluation of the field overhead costs
for the project:

1. Identify the owner and architect/engineer’s requirements for the project. Review and
confirm the requirements for the project from the contract documents (plans,
specifications, addenda, contract, general requirements for the contract etc.) or through
direct communication with the owner if no contract documents are available.
2. Understand and quantify the scope of work for the project.
3. Understand owner timelines and the project work schedule in order to evaluate the
project duration.
4. Identify the scope, quantify and price the field overhead items necessary based on
recent company actual costs, your experience and specific needs to perform the work.

Business or Office Overhead
Business or office overhead can be simply described as the operating cost for a business.
Office overhead should be estimated based on the type of business, size of the business,
amount or volume of work performed by the business and estimated operating costs based
on the physical location of the business and economic conditions.

Business or office overhead includes, but is not limited to the following:

· Owner and/or principal’s salaries including burdens
· Office staff salaries and burdens, such as administrative staff, estimator, project
managers etc.
· Office ownership or lease costs
· Office utilities such as electric, gas and water usage charges
· Office equipment, furnishings and supplies such as printers, computers, office desks and
chairs, office stationery etc.
· Telephone, fax and internet usage charges
· Office staff transportation costs
· Legal fees
· Accounting and auditing fees
· Loan fees and interest
· Bad debt (write off) expenses
· Education and training costs
· License fees
· Business development costs
· Insurance such as liability and property & casualty insurance
· Taxes

Feature article continued...

Continued on page 4...
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Quote of the Month
“I remind myself every morning: Nothing I

say this day will teach me anything. So if I’m
going to learn, I must do it by listening.”

~Larry King
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Feature Article Continued...
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Estimating Business or Office Overhead
The owner(s), principal(s) or chief estimator should evaluate the following to accurately
estimate the cost of business or office overhead:

1. Identify all overhead items applicable to the business in order for it to operate
efficiently.
2. Estimate the annual cost for all business overhead items. This can be based on actual
costs incurred that have been adjusted for inflation, deflation and anticipated corporate
activity.
3. Estimate the gross annual revenue for the business. This should be based on anticipated
revenue or previous year’s revenue that has been adjusted for future economic conditions.
4. Express the estimated annual business overhead as a percentage of gross business
revenue.
5. Apply the office overhead percentage to the estimated project cost to evaluate the
business overhead cost applicable to that project.

Profit
Profit is the measure of risk and expected reward for the work being performed by that
business.

Profit is normally expressed as a percentage of the estimated project cost and business
overhead or as a lump sum fee for that project.

Profit varies considerably between different contractors and is largely influenced by the
inherent risk of the type of project, how well the work is defined, difficulty of work, type
of contract, contractual risks, economic conditions, the structure and management of the
business along with the following:

· Availability of work. The more work available the higher the expected profit.
· Competition in the marketplace. The more competition the lower the expected profit.
· Past performance and reputation. Established companies with a good reputation and
performance history are normally able to command a higher profit.
· The risk associated with the successful or un-successful completion of the project.

Summary
In summary, I believe that a company that has a clearly defined business structure (model)
and knows their overhead cost should have a distinct advantage in being able to
competitively estimate a project, negotiate a contract and make a profit.
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ASPE Code of Ethics
Professional estimators shall perform services in
areas of their disciplines and competence.

Professional estimators should continue to expand
their professional capabilities through continuing
education programs to better enable them to serve
clients, employers and the industry.

Professional estimators should conduct
themselves in a manner, which will promote
cooperation and good relations among members
of our profession and those directly related to our
profession.

Professional estimators shall safeguard and keep
in all confidence all knowledge of the business
affairs and technical procedures of an employee
or client.

Professional estimators shall conduct themselves
with integrity at all times and not knowingly or
willingly enter into agreements that violate the
laws of the United States of America or of the
states in which they practice. They shall establish
guidelines for setting forth prices and receiving
quotations that are fair and equitable to all
parties.

Professional estimators shall utilize their
education, years of experience and acquired skills
in the preparation of each estimate or assignment
with full commitment to make each estimate or
assignment as detailed and accurate as their
talents and abilities allow.

Professional estimators shall not engage in the
practice of “bid peddling” as defined by this
code. This is a breach of moral and ethical
standards, and a member of this society shall not
enter into this practice.

Professional estimators and those in training to be
estimators shall not enter into any agreement that
may be considered acts of collusion or conspiracy
(bid rigging) with the implied or expressed
purpose of defrauding clients.  Acts of this type
are in direct violation of the Code of Ethics of the
American Society of Professional Estimators.

Professional estimators and those in training to
be estimators shall not participate in acts, such
as the giving and receiving of gifts, that are
intended to be or may be construed as being
unlawful acts of bribery.

Canon 1

Canon 2

Canon 3

Canon 4

Canon 5

Canon 6

Canon 7

Canon 8

Canon 9
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President’s Article
continued from page 1...

The PTAC is an arm of the Procurement
Technical Assistance Program which
was started by the Defense Logistics
Agency in 1985.  The center in Colorado
was started in 2009, and it is located in
Colorado Springs.  They have helped
over 845 clients get more than $100
million worth of work.
You can either go to them, or call and
they will make arrangements to come to
you.
I urge you to take advantage of this
program.  You can contact Dennis as
follows:
Office:  (719) 434-3470
Cell:  (719) 494-7270
D.Casey@ColoradoPTAC.org

Current Membership Count 110

Chapter Membership Classifications:
25.45% 28  Certified Professional

      Estimator (CPE)
57.27% 63  Estimator (E)
10.00% 11   Associate Member (ASM)
1.80% 2    Constructor (C)
0.00% 0    Student ( S )
3.64% 4    Affiliate Member ( AF )
0.00% 0    Member Emeritus ( ME )
0.00% 0    Honorary Member ( HM )
1.80% 2    Fellow ( FCPE )
100% 110 TOTAL

Membership Statistics
(as of Mar. 31, 2010)
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Acoustical Concepts
Adolfson & Peterson Construction
Akima Construction Services, LLC
Alliance Construction Solutions
Alutiiq
Amick Group, LLC
ARC Integrated Program Management
Assoc. Construction Consultants
Black Roofing, Inc.
Building Tech Consultants, Inc.
C.P.C. Painting Inc.
Casson Duncan Construction
Catamount Constructors
CDM Constructors
CEI Roofing Colorado, LLC
CFC Construction Company
CH2M Hill
CLC Associates, Inc.
Cutting Edge Construction Services, LLC
dcb Construction Company, Inc.
Demand Construction Services, Inc.
Denver Drywall Company
Design Mechanical Inc.
Douglas Roofing
E&K of Denver
Eastcliffe Construction
Golden Triangle Construction
Haselden Construction
Heartland Acoustics & Interiors
Heggem-Lundquist
Howell Construction
Hyder Construction, Inc.
Interior Alterations, Inc.
J.E. Dunn
Jacobs Engineering Group
Jacobs Facilities, Inc.
JKM Masonry
J.R. Huston Consulting
Kellogg, Brown & Root, Inc.
Kenny Electric Service
Kiewit Building Group
Landtech Contractors Inc.
Ludvik Electric
M.A. Mortenson Construction
Madsen Kneppers & Associates
Main Electric
Management Computer Controls
Maxwell Builders
Merrick & Company
Metro Steel Fabricating
Mountain Steel & Supply Company
Murphy Company
MWH Constructors
PA Consulting Group
Palace Construction Co.

Member Company Roster
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The following is a list of
companies who are
represented at ASPE
Chapter 5…

Pictures from the
September Program

Pasterkamp Heating & Air Conditioning
PCL Construction Services
Pinkard Construction
Piper Electric
Powers Products
R.D. Simmermon & Company
RFP Consulting, Inc.
Rider Levett Bucknall
Roche Constructors
Rolling Plains
Schommer Construction, LLC
Shaw Construction
Sturgeon Electric
Sunstate Equipment
T.P. Enterprises, Inc.
Tetra Tech
The Blue Book
TJS Construction
Total Plumbing, Inc.
Trautman & Shreve, Inc.
Universal Forest Products
Weifield Group Contracting
West Electric
Weston Solutions, Inc.

Attendees enjoy each other’s
company and the great program!
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Board Members & Committees 2010 - 2011

ASPE Denver Chapter 5
P.O. Box 3948

Parker, CO 80134
720.248.2770

info@aspedenver.org
www.aspedenver.org

OFFICERS:
President: Heather Boulanger
Rolling Plains, Inc., Email: heather@rollingplains.com
1st Vice President: Eric Ross, CPE
Management Computer Controls, Email: laurenanderic@comcast.net
2nd Vice President: Warren Neubauer
Murphy Company, Email: wneubauer@murphy-den.com
3rd Vice President: Marc Reid, CPE
dcb Construction, Email: amreid@comcast.net
Secretary: Jim Dent
Weifield Group Contracting, Email: jdent@weifieldgroup.com
Treasurer: Steve Larson
Design Mechanical Inc., Email: slarson@comfortsystemsusa.com
BOARD OF DIRECTOR MEMBERS:
Gary Beatty, CPE, Mountain Steel & Supply Company, garyb@mountainsteel.com
Chip Caldwell, CPE, Encore Electric, 2otc@qx.net
Gary Fallico, Weifield Group, gfallico@weifieldgroup.com
Cole Mayer, Adolfson & Peterson Construction,  cmayer@a-p.com
Craig Tarr, CPE, Madsen Kneppers & Assoc., ctarr@mkainc.com
COMMITTEES:
Awards Committee Chair:
Kye Holtan-Brown, CPE, Pinkard Construction
(303) 345-2842 Email: kyeholtanbrown@yahoo.com
Certification Committee Chair:
Bruce Thompson, CPE, Merrick & Company
(303) 751-0741 Email: bruce.thompson@merrick.com
Education Committee Chair:
Warren Neubauer, Murphy Company
(303) 576-3875 Email: wneubauer@murphy-den.com
Ethics Committee Chair:
Marc Reid, CPE, dcb Construction
(303) 287-5525 Email: amreid@comcast.net
Industry Liaison:
Chris Morton, CPE, Howell Construction
(303) 899-4784 Email: cmorton@howellconst.com
Membership Committee Chair:
Eric Ross, CPE, Management Computer Controls
(800) 225-5622 Email: laurenanderic@comcast.net
Program Committee Chair:
Marc Reid, CPE, dcb Construction
(303) 287-5525 Email: amreid@comcast.net
Newsletter Committee Chair:
Chris Morton, CPE, Howell Construction
(303) 899-4784 Email: cmorton@howellconst.com
Newsletter Editor/Webmaster
Suvi Caton, CPSM, LEED AP, Strategic Marketing Concepts (SMC)
(720) 480-5187 Email: suvicaton@smc-strategy.com
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Association Management:
 Third Eye Group

 nsingleton@thirdeyegroup.com


