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“Preserving the Past while Building the Future.”

Celebrating 133 Years of Service
A note from the Siewers Family…

It’s Showtime……
The Siewers Architectural Products Show
Thursday, October 12th!!!
Siewers Lumber Company will host our bi-annual Architectural Products Show on
Thursday, October 12th. We will have 30 + vendors in attendance to answer any and all
of your building material, millwork and hardware questions. As in previous shows,
Siewers will provide a catered meal prepared by Champagne Taste!
We will host Architects from 11:00 AM to 1:00 PM and Contractors from 5:00 PM to
7:30 PM. Please make this a company event -- The entire crew is invited, just let us
know how many will be attending!!!
All business owners should note our Keynote Speaker for this year’s show, Attorney
Turkessa B. Rollins. Ms. Rollins will be speaking on the use of Contract Forms, Change
Orders, Collections, Mechanic’s Liens, DPOR and other compliance issues. All that
attend will receive an invaluable Construction Law Survival Manual. The program and
manual are all free of charge! Please join us at 2:30 PM in the showroom!!!
For the architects and designers, we will host two AIA Certification Classes with a
complimentary breakfast! Classes will begin at 9:00 AM and 10:00 AM respective. You
will also receive 1 LU/HSW Credit for each class!
Remember, mark your calendars for the show on October 12th!!!
Please call us at 358-2103 and reserve your spots!
-The Siewers Family
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Contractor News

These 3 Words Can Ruin Your Remodeling Business By Paul Winans
A remodeling project comes with a lot of costs for a client.
The money is one of the costs, and it’s often focused on early in the relationship with the
contractor. With a good planning process aimed at avoiding change orders, money
concerns typically fade away.
The big cost for many clients is simply not being in control.
Think about it: Your clients live in their homes, knowing where everything is and not
having to think much as they go about their daily routine.
They decide to have remodeling done. Maybe it’s a bathroom; it could be a kitchen. It’s
one of the rooms they use every day, following a routine that confirms “This is my
home.”
The remodel is about to begin so they have to move out of the space(s) into some
unfamiliar space, likely not as well equipped or laid out as the space they just vacated.
Now making coffee, making breakfast, cleaning the dishes, reading the paper, taking a
shower—all those things that involved simply following a routine are disrupted.
The result? Frustration and anxiety. A sense of not being in control. And for some people,
this can be mighty important.
How to avoid this occurring with your clients?
Predict the Future
Tell them this is how they will likely feel. Work with them to make sure they think
through what they are going to need by way of temporary facilities. And remind them
that, no matter what is done to set up the temporary facilities, being frustrated is part of
the cost of the project.
Do this no matter what size the project is. Even if a room’s floor is being redone, do this.
It does not take a lot of time and the clients will love you for doing it.
Communicate, Communicate, Communicate
Did I say “communicate”?
Before the project starts, get crystal clear about what will happen. This will often entail
several different communication efforts.
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During the project, keep your client informed. Some folks do this daily. Doing so doesn’t
take a lot of time.
After the project is done, do a walk-through, no matter how small the project. Ask, again
and again, if the client has any concerns.
A month or two later check in, just to see how things are going.
A Final Wrap
About six months to a year later, reach out to the client. A phone call is better than email.
A visit is better than a phone call. Your eyeball-to-eyeball contact with your client after
the job is over and is being lived in is part of what they paid for (even though they will
never tell you that). Again, do a walk-through.
Invest in the relationship. Ask how their lives are going. What is happening with their
family? How have friends responded to the remodeled space?
Why do all this? After all, doing so takes time away from getting projects sold and done.
The better your company is at addressing your clients’ fears, the more likely the stories
your clients tell their friends will be good ones.
Your clients will be happier telling those stories instead of bad ones AND your company
will get more work.
What a wonderful combination of benefits for both parties! All achieved by a policy of
No Fear Left Unaddressed Upfront.

Business Benchmarking/Overhead Overview By Kyle Clapham
To price a job correctly, remodelers need to cover the cost of completing the project but
also pay for operational expenses and fulfill their desired net profit. Expenses, or
overhead, keep the business running no matter how many jobs the company sells and,
thus, do not apply to any single project. Once remodelers comprehend their overhead,
they can calculate their proper margin and markup.
“You really can’t figure out what your pricing strategy is until you know your
overhead,” says Alan Hanbury, co-owner of House of Hanbury Builders in Newington,
Connecticut. “Any other choice of markup or margin that you pick without knowing
your overhead is just a guess at best.”
Basic organization
Many remodelers mistakenly classify direct costs as overhead and, therefore, do not
charge enough for each job to cover their operational expenses. If they had accounted for
all the direct costs before determining the sales price of a project, they could have
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marked up the actual cost to produce the job and ensured the resulting sales price
covered their overhead as well as their anticipated net profit.

“The more they understand overhead, the more they understand the true
cost of business, and then they can develop a sales price accordingly,” explains Victoria
Downing, president of Remodelers Advantage, a group dedicated to helping remodeling
contractors achieve professional success.
Some expenses, such as production managers and sales commissions, generate debate
within the industry because they could fall reasonably into either bucket. If remodelers
include these items in overhead, they must continually revisit their budget as they sell
more jobs—or hire non-field production workers. Otherwise remodelers just need to
make sure they can close contracts at a higher sales price to cover the increase in direct
costs.
“We want as many things in cost of goods sold as we can, so that we mark them up and
have the client give us a legitimate markup to pay for our overhead,” says Hanbury, who
points out that incorporating all the labor burden items of field workers—including the
field time of production managers and sales commissions—as direct costs also gives
remodelers a more accurate sense of the true cost to run and perform jobs.
A detailed chart of accounts, moreover, enables a remodeler to track each job cost and
overhead expense as they accrue during the year. Grouping together related expenses—
for example, sales and marketing—allows the company to look at subcategories of
overhead and compare amounts with previous periods to evaluate whether an expense
has become a larger portion of the budget.
Remodelers also should establish an extra column in their chart of accounts that
expresses each overhead expense as a percentage of sales. Sales volume varies greatly
among companies in the industry, so measuring expenses as a percentage of sales
volume permits reasonable comparisons.
“Anything you wanted to manage you would have an account for it, but you’d want it to
be in a group so you could just look at the subtotals of those five or six items,” Hanbury
says. “And then each month you can look at the percentage that goes with it, and see if
it’s tracking much higher than it was before or about the same, without having to
memorize what every dollar amount should be.”
Owner compensation
Overhead pays the wages and benefits of employees who work in the office, such as
receptionists and salespeople, but not for company staff on the jobsite. Insurances and
taxes that must be paid on employees—for example, workers’ compensation—belong in
overhead only when they apply to staff not in the field; for employees on the jobsite,
these items need to be figured into labor rates when estimating the direct costs.
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Remodeling business owners often fail to include a salary for themselves in overhead
that indicates their value to the company. Some remodelers intentionally enter a low
number, usually on advice from their accountant, because claiming less W-2 income
helps keep their taxes down, Hanbury explains. The IRS, however, frowns on business
owners who earn a salary lower than their highest-paid employee, he adds.
“They need to be paid in overhead first if they don’t work in the field,” says Shawn
McCadden, remodeling industry consultant and owner of Remodel My Business. “They
need to be paid for what they do to run the business, and then the net profit is the return
on their investment in the business – for the risk it takes – and not for the owner’s
efforts.”
McCadden suggests net profit and owner compensation each should represent at least
10 percent of the sales volume for a company. Owner compensation contains not only
salary but also bonuses and any other job benefits. For example, the owner of a company
with a $1.5 million volume might make $110,000 in W-2 wages and another $40,000 to
$50,000 in benefits, such as 401(k).
“The other way is you take your highest-paid person, whether it’s a salesperson or a
production manager, and you better be making at least 20 percent more than they are,”
Hanbury notes. “If you’re not, then you’re subject to an IRS audit. What sense does it
make to work that hard with all that risk and not make at least 20 percent more than your
highest paid person?”
Remodelers Advantage has its members integrate their draws and distributions, which
belong on the company balance sheet, into their overhead expenses for monthly reports
so the group can better measure business profitability. “They’ll have their salary on the
P&L, but they won’t have their draws and dividends, so they get an inflated sense of net
profit,” Downing says.
Future proposition
Remodeling companies must invest in infrastructure, such as computer systems and
automobiles, to run their business. These expenses filter into overhead unless they
contribute directly to labor on the jobsite; for example, the work truck a carpenter drives
to the jobsite would be classified as a job cost, but the company car a marketing director
drives to the office qualifies as overhead.
Even though the business might have already paid for these items, they will depreciate
over time and require periodic maintenance until the company replaces them. Setting
aside overhead dollars for upkeep and creating account funds for eventual replacements
can help remodelers meet financial obligations in the future, and the larger overhead
requires remodelers to increase their markup as the business grows.
“We actually started putting in overhead expenses for an entire office two years before
we left the basement. By the time we left, we had over $125,000 in the bank, so we were
able to buy a space, outfit it the way we wanted it and still have a few bucks left over,”
Hanbury says. “And our pricing strategy had to go up before we actually made this big
5
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jump, so then we didn’t have to scramble to see if we could actually get that kind of
markup when we were required to mark up that much.”
An overhead budget does not necessarily have to match the out-of-pocket expenses for a
company in any given year but, more important, it should start to mimic what expenses
might be in one or two years, Hanbury adds. Planning for the next phase of business
long before the company expands equips remodelers with a superior ability to overcome
challenges in a rapidly evolving industry.
“Most remodelers are artists, and it’s about the product and the beauty of the product,
and not running a business,” says Les Cunningham, president and CEO of Business
Networks, which places noncompeting remodeling business owners into groups so they
can observe and assess each other’s companies, work together to generate solutions and
learn from their successes.
“But after the job’s over, there’s nothing they can do, so they need to be job costing on a
daily basis to track things,” he continues. “The biggest lie in remodeling is if you do
good, quality work you’ll be successful at business; that’s absolutely not true. If you do
good, quality work but you don’t charge enough, you will go bankrupt.”
Critical perception
Remodelers ought to think about the work they produce in dollars, or cost of goods sold,
instead of how many jobs they sell, McCadden says. In doing so, they can readily mark
up the costs for producing those jobs to cover both their overhead expenses and their
target net profit; and as a result, they should know when they need to raise their prices
because they are not selling enough dollars of work.
“I have no idea when I sold this if I’m going to make money, so if I try to produce this
job as cheaply as possible—get it done as fast as I can and spend as little as I can on
materials and subs—maybe I’ll make money,” McCadden says of the predicament many
remodelers face.
“Once you understand the numbers, then you can understand what sort of changes to
make and how it’s going to affect the bottom line,” says Downing, who advises
remodelers to join a peer group for support. “We talk about it being a puzzle; all those
financial puzzle pieces have to fit [together] in the right way. And when they do, the
company really can make very strong profits.”
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Tools of the Trade Class By Attorney Turkessa B. Rollins
Join us before the 2017 Siewers Architectural Product Show on October 12, 2017 at 2:30
for the presentation from Attorney Turkessa Rollins. Rollins will provide you with her
knowledge and expertise in the construction industry in an exciting and interactive
seminar. You will receive an invaluable Construction Law Survival Manual just for
attending.
Seminar Topics covered:
*

Contract forms

*

Change orders

*

Collections (incl. Mechanic’s Liens, etc.)

*

DPOR & other compliance issues

Be sure to RSVP to Lauren by October 4th at laurenf@siewers.com or 358-2103. Class
size is limited.
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October 12th

2017 Siewers Architectural Product Show
RSVP to laurenf@siewers.com or 358-2103
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Feel Lucky!

Be sure and bring your business card next time
you visit Siewers. Just drop it into the glass fish
bowl on the counter to enter a monthly drawing.
Good Luck!!!
Congratulations to Andy McGann our
September winner!

Don’t forget to register for the 2017 Siewers Architectural
Product Show, October 12th.
Great Food! Door Prizes!
Over 30 Vendors!
RSVP today with
Lauren - laurenf@siewers.com or call 358-2103.
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Economy Snap Shot……….

Unemployment
Rate – Entire U.S.
4.4%
4.3%
4.9%

Aug. 2017
Prior Month –July 2017
Prior Year – Aug. 2016

Gallon ($)
Of Gas
$2.44
$2.30
$2.22

Aug. 31, 2017
Prior Month – July 2017
Prior Year – Aug. 2016

Consumer
Confidence
(Indexed to value
of 100 in 1985)
122.9
121.1
101.1

Total Housing
Starts/Seasonally
Adjusted Annual
Rate
1,180,000
1,190,000
1,164,000

Existing Home
Sales
N/A
5,440,000
5,340.000

National Avg.
Mortgage Rate
3.88
3.97
3.44

Market Summary
Sept. 19, 2017

1/01/17

8/31/16

DOW

22,345

19,762

18,400

NASDAQ

6,450

5,383

5,213

S&P 500

2,504

2,238

2,170

Long & Foster Market Minute / Aug. 2017
New Listings

2,082

Median Sales Price

$215,000

Current Contracts 1,544

Days on Market

46

Sold vs. List

Months of Supply

3.9

99.0%
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Company Mission
To serve the needs of contractors and remodelers.

“Preserving the Past while Building the Future.”
Siewers Lumber & Millwork
1901 Ellen Road
Richmond, VA 23230
Phone: (804) 358-2103 Fax: (804) 359-6986
Hours:
Monday – Friday
7:30 a.m. – 4:30 p.m.

Visit our “newly remodeled” website for product and general information at
www.siewers.com
&
also on Facebook at Siewers Lumber & Millwork

Share with others. . . . . . .
If you know someone that would like to receive our “Siewers Newsletter”,
have them email me at laurenf@siewers.com and we will add them to our
distribution list.
….Next issue Oct. 19th
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