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Zero to Hero:

Knowing Your Numbers
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Why Restoration
Versus Replacement
Keith Borden,
Tropical Roofing Products

6:00PM-7:00PM - Networking
6:30PM - Check-In
7:00PM - Dinner Meeting

Place: Holiday Inn
1301 Belvedere Rd (At I 95 Exit 69)
West Palm Beach, FL 33406

By: Ken Kelly, President
Kelly Roofing & ESS
According to the NRCA the average profit
for a roofing contracting company is 2.8%.
When thinking about how much personal
money owners have invested in their business
and the risk they take it makes the return on
investment look minimal. That’s when reality
sets in and you realized that 2.8% is an
average. Half of all roofing companies make
less than that. To ensure your company is in
the top half of the numbers follow these
financial tips. Remember, as Stu Bantit always
says, “You cannot manage what you cannot
measure.”

Chart of Accounts
Here are the basics in roofer accounting that
will help set up money management.

For more information:

Ron Frano 655-5393
rfrano@pbcroofers.com
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Revenue: Also known as “Sales” revenue is
all the money the company takes in from
selling goods and services. Since this is the
base of the company’s health it is
calculated at 100%. All other financial
numbers are calculated as an actual
amount or percentage of revenue.
Direct Expenses: Often referred to as “Job
Expenses” these costs include anything
directly related to the job. Try to get as
much in this group as possible. The better
your estimating process calculations the
more money you will make. There are a
number of computer systems on the
market to help with this or a simple Excel
spreadsheet will do the trick. Examples of

Direct Expenses are labor, labor taxes,
collateral damages, disposal, job materials, sub-contractors, permit fees, sales
commission, transportation, warranty
fees and workman’s compensation
insurance. Direct Expenses typically run
60% to 80% of revenue.
Gross Profit: What’s left over after paying
direct expenses is considered gross profit.
This could be all profit if you didn’t have
any overhead. Thinking about it that way
helps keep overhead low and profits high.
Typical roofing companies make between
20% and 40% Gross Profit in the roofing
industry. Service focused companies may
be higher while new construction and
large commercial companies lower.
Indirect Expense: Ask yourself this
question, “If the company didn’t have any
work to do, would this money be spent?”
If you answer yes, then that is an indirect
expense. Some examples are advertising,
fuel, auto service, bad debt, bank charges,
subscriptions, education, insurance, late
fees, legal fees, rent, office supplies,
phone service, management payroll,
postage, taxes & utilities to generalize the
list. Feel free to break those down into
more specific sub parts to better track for
accuracy and management. Indirect
Expenses run between 20% and 40% on
average.
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Opinions expressed in any of the articles submitted to the Shear Bull are not necessarily the opinions of the Palm Beach County Roofing & Sheet Metal
Contractors Association. The Shear Bull is a forum for those involved in the roofing industry including building officials & inspectors.
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Message From the President
Our January meeting with Palm Beach County Building officials
was a success. We had about forty attendees, not an
overwhelming attendance, but the meeting was informative
with a number of officials speaking and answering questions.
We welcomed Doug Wise, the new Chief Building Official for
Palm Beach County. As you know, Doug was the building
official for West Palm Beach before accepting the county
position.
One issue that was mentioned and which may need more of
our help in accomplishing is the effort by the county to consolidate the application process whereby contractors fill out only
the necessary forms for the county and they in turn would
qualify for the municipalities. Although a number of municipalities have signed on to the
program, a number have not done so. The new process should make it easier for roofers to
conduct business in the various municipalities in the county without duplication of effort and
time in filing paperwork. If you are close enough to the municipal building officials, you may
bring up the subject to see if their municipality is planning to participate.
We are trying to make our monthly meetings more interesting for our members so that more
will attend. In the past we have had as many as ninety attendees at our January building officials
meeting. Although forty is a reasonable number for 2013, we think we can do better. A special
treat for our March meeting will be the “Construction Comic”, a standup comic who specializes
in humor in the construction industry. Carmen Ciricillo also offers CE classes. You can check
him out at his web site, www.constructioncomedy.com.
We ask that you make an extra effort to support your association. Tell us what would draw you
out to a meeting. We know it is difficult for many to end a long workday and then attend a
meeting, but the benefits of attending should be worth it. Our meetings are a place where you
can learn about the issues you face each day. You can discuss with other roofers subjects that
interest and are important to you. You can hear about new products, systems, regulations and
other matters that can affect your day-to-day work. All of this is an effort by your association to
help you run your business in an efficient, sound and profitable way.
Stop in at our next meeting and come over and say hello... I will be glad to see you.

Respectfully Submitted
Daniel Stokes
President

Miami-Dade
County Approved
Top Notch is a Top Performer!
“TOP NOTCH” Assembly Detail
10’

• Superior Performance
• Corrosion Resistant
• No Penetrations
• Lightweight
• Ease of Application
• Dimensional
Accuracy/Consistency

4”

2-3/8”

We at Ridged Systems, LLC are proud to www.topnotchridge.com
bring you our unique ridge support made
of recycled plastic for roof tile systems. It
provides superior wind storm performance
and offers longevity to the roof.

561-276-9745
Made with
Recycled Material

...continued from front page

Profit (Not a Dirty Word): Now the good stuff, profit. Profit is vital to the
success of any company. Without profit the company couldn’t reinvest in
itself for new tools, equipment or vehicles. Work with your accountant
closely to ensure your numbers are accurate and taxes low. It’s often
suggested that the owner not touch the company’s profit, keeping it in
the business, ensuring a healthy entity. As stated earlier the average
profit is 2.8%, but pulling down 5% is good and 8% is excellent in the
roofing industry. These numbers are calculated after the owner’s
payments are deducted.

Managing Expenses
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cash balances, A/R, A/P, production numbers YTD/MTD/TWvsLW, sales
numbers YTD/MTD/TWvsLW, jobs on books, marketing goals
YTD/MTD/TWvsLW and job liability total all come together to provide a
snapshot of how your business is performing in real time. *(TWvsLW is This
Week vs Last Week)
Breakeven Analysis Tool: This is the best kept secret of them all. Knowing
when your company hits breakeven could help maximize profit every month
and help shatter budgets. Breakeven is the point in time when all your
monthly bills are paid. From that point on whatever money the company
generates after paying direct expenses becomes bottom line profit. Here is a
better way to look at it:

These tools help control costs and ensure a healthy company.

Weekly Cash Flow Forecasting Tool: Cash flow is like the company’s
blood stream bringing vital nutrients to the company. Knowing about
potential issues ahead of time grants opportunity for correction. Can you
afford to take on that big project with extended terms? This tool will tell
you.

Let’s say your company completes $100,000 in work and operates at a 70%
direct expense, 25% overhead and 5% profit margin. Producing enough
work to meet budget your company would bring in $5,000 in profit that
month. A $60,000 year isn’t bad by any stretch of the imagination.
However, what if you were able to work really hard in the same time period
and complete $120,000 worth of work that month. Keep with the same
expenses breakdown your company would actually make $11,000, more
than twice the profit during the same time period.
Once all overhead expenses are paid the entire 30% becomes straight line
profit. In this case the original $5,000, which is 5% of $100,000, and then 30%
of the additional $20,000 in production, or $6,000. It’s possible to make more
in a few days than you can all month.

Overhead Absorption Tool: There are times when you need to get down
and dirty on a price to win a big project. Using the Overhead Absorption
Tool will let you know exactly how low you can go and still be profitable
for that month. By using larger jobs to “absorb overhead” your business
can be even more profitable by hitting breakeven earlier in the month.

This month’s homework is to create a Weekly Flash Report if you don’t
already have one. If you would like more detailed information about any of
the ideas listed above or help with implementation please email me.
Ken@KellyRoofing.com I’d be happy to send you sample forms you can use
immediately for your own company.

Asset Utilization Tool: Are you sure you need that new truck? How do
you know? Can you quantify it with numbers and prove it? The Asset
Utilization Tool looks at the company’s potential increased revenue by
asset and produces an increased sales number based on that asset’s cost.
It’s a great little tool for growing a business within means.

Product Mix Matrix: Not all systems have the same margin. A simple
shingle reroof is most likely a competitive market whereas service work is
highly profitable. The Product Mix Matrix analyzes the various profit
margins by system and sales volume and creates an accurate budget
procedure based on market share and real production numbers. This is
valuable if your company does anything other than one system or one
pricing structure.
Sales Trend Analysis Tool: Salespeople like to know where they stand
and how much further they have to go to meet goals. The Sales Trend
Analysis Tool looks at what it would take to meet goals by quantifying a
road map to success. It can also use the data from year’s past to project
seasonal trends creating a highly accurate forecasting program for your
sales team.
Weekly Flash Report: Waiting until the end of the month for financials is
like trying to drive your car by looking in the rear view mirror. Timely
numbers are vital to making the right decisions. The Weekly Flash

Report is a collection of the most important information you need
delivered in a single sheet that’s easy to read. Information such as

Reprinted with permission from Roofing Contractor magazine,
www.roofingcontractor.com.

Ken Kelly

President - Kelly Roofing & ESS
239.435.0014 office - 239.435.0019 fax
www.KellyRoofing.com
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Industry Websites
• ASTM - www.guidance-inc.com/~roofroof/
• American Consulting Engineers Council - acec.org
• American Institute of Architects - aia.org
• American Society of Civil Engineers - asce.org
• Building Oﬃcials Association of Palm Beach County www.boapbc.org & www.boapbc.org/links
• Cedar Shake & Shingle Bureau - www.CEDARBUREAU.org
• Construction Industry Management Council (CIMC) - www.cimcpbc.com
• Construction Speciﬁcations Institute - http://www.csinet.org
• Copper Development Association - http://www.copper.org
• Division of Workers’ Compensation - http://www.wc.les.state.fl .us./DWC/
• Florida Rooﬁng, Sheet Metal & Air Conditioning Contractors Association
- www.Floridaroof.com
• Galvalume Sheet Producers - www.steelroofing.com
• National Rooﬁng Contractors Association (NRCA) - http://www.nrca.net
• National Society of Professional Engineers - nspe.org
• Rooﬁng Contractors Association of South Florida (RCASF) - www.rcasf.org
• Rooﬁng Industry Education Institute
- http://members.aol.com/RIEIROOF/classes.htm
• Roof Tile Institute - www.rooftile.org
• Sheet Membrane and Component Suppliers to the Commercial
Rooﬁng Industry (SPRI) - www.SPRI.org
• Sheet Metal and Air Conditioning Contractors’ National Association
(SMACNA) - http://www.smacna.org
• The Council of American Building Oﬃcials (CABO) - http://www.cabo.org

From networking events, informative meetings, and website listings,

membership has
it’s benefits.
Invite your friends, colleagues and acquaintances to join for 2013.

Palm Beach County Roofing And Sheet Metal Contractors' Association
2101 Vista Parkway
Suite 4001
West Palm Beach, FL 33411
tel 561-655-5393
fax 561-688-8807
rfrano@pbcroofers.com
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MARCH PROGRAM

Guest Speaker: Carmen Ciricillo,

March 27, 2013

THE CONSTRUCTION COMIC

HAVE A FEW LAUGHS

Check out his web siteHe also offers CE credits
www.constructioncomedy.com

PBCR & SMCA

2101 Vista Parkway, Suite 4001

Office and Phones

West Palm Beach, FL 33411

www.pbcroofers.com

Executive Director

Tel: 561.655.5393

http://www.facebook.com/

rfrano@comcast.net

Fax: 561.688.8807

groups/269143749847473

Ronald A. Frano, MBA,

