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WHAT THIS SYSTEM WILL DO FORYOU

The Contractor Authority™ System helps contractors:

* Calculate their true hourly rate

* Stop losing money on underpriced jobs

* Protect profits with professional change orders

* Plan their yearly revenue and hiring

* Identify hidden margin leaks

* Create professional proposals that win work

* Use Al to run a more efficient operation

This system replaces guesswork with structure.

Thousands of contractors run profitable businesses because they understand their numbers.

Now you will too.
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THE CONTRACTOR PROFIT MAP

Most contractors believe profit comes from working harder.
In reality, profit comes from controlling five operational factors:

1. Accurate Pricing
Knowing the true cost of labor and overhead.

2. Scope Protection
Documenting and pricing changes in work.

3. Capacity Management
Aligning labor hours with revenue targets.

4. Margin Protection
Identifying and eliminating operational leaks.

5. Professional Documentation
Using clear proposals and written agreements.

When these five factors are controlled, profit becomes predictable.

P4 One LLC

The Contractor Authority System™ addresses each of these areas through structured operational

engines.

This system transforms a contracting business from reactive job execution into a controlled

professional operation.
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WHO THIS SYSTEM IS FOR

The Contractor Authority System™ was designed for contractors who want to operate their
business professionally and profitably.

This system is ideal for:

* General contractors

* Remodeling companies
* Electrical contractors

* Plumbing contractors

* HVAC contractors

* Landscaping companies
* Handyman businesses

* Specialty trades

This system is especially valuable for contractors who:
» Want to stop underpricing jobs

» Want to protect profit margins

» Want more professional proposals

» Want better control of their business operations

» Want predictable revenue growth

This system is not designed for hobby contractors or informal side businesses.

It is designed for professionals who want to run their company like a serious business.
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LEGAL / DISCLAIMER PAGE

This training system is provided for educational and informational purposes only. It does not
constitute legal, financial, tax, accounting, safety, or compliance advice. Contractors must ensure
their business practices comply with all applicable laws, regulations, licensing requirements,
insurance requirements, and safety standards.

All calculations, formulas, and examples are illustrative. Actual results vary based on labor rates,
overhead, market conditions, team performance, material costs, subcontractor pricing, and other
factors.

Users agree that:

e They are responsible for all decisions made using this material.

e All pricing, calculations, and documentation must be independently verified.
e Qualified professionals should be consulted when needed.

e P4 One LLC is not liable for any damages arising from use of this material.

All content is the intellectual property of P4 One LLC.
© P4 One LLC. All rights reserved.

This system provides operational frameworks commonly used in professional contracting

businesses but does not replace professional advice from licensed accountants, attorneys, or
compliance professionals.
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VERSION CONTROL PAGE

Version History

Version 1.0 — Initial publication

Version 1.1 — Formatting and structural improvements

Version 1.2 — Added Preface, How to Use, Disclaimer, Certification
Version 1.3 — Added Brand Values and Version Control

Version 1.4 — Final Masterbook Assembly (Manual + Appendices)

Maintained by: P4 One LLC
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BRAND VALUES PAGE

1. Clarity

Clear systems eliminate confusion.

2. Discipline

Consistency builds professional operations.
3. Precision

Details protect profit margins.

4. Integrity

Transparency builds long-term trust.

5. Empowerment

Contractors should control their business, not the other way around.
6. Authority

Professional systems create credibility.

7. Excellence

Professional standards separate leaders from amateurs.
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PREFACE / INTRODUCTION

Most contractors struggle not because they lack skill, but because they lack systems.

This training system replaces guesswork with clear operational frameworks used by professional
contracting firms. When pricing, planning, and documentation are structured correctly, profit
becomes predictable.

The Contractor Authority™ System gives contractors a structured, repeatable way to run a
profitable, professional business. It replaces guesswork with operational discipline and provides
the tools needed to operate like a top-tier firm.

This system is designed for real contractors doing real work — not theory, not corporate jargon,
and not complicated spreadsheets. Each chapter introduces a core engine that controls a critical
part of the business:

e Pricing
e Change orders
e Capacity

e Margin protection
e Professional proposals
e Al-powered operations

The goal is simple:
Give contractors the tools to operate with clarity, confidence, and authority.

WHO CREATED THIS SYSTEM

The Contractor Authority System™ was developed by P4 One LLC.

P4 One develops operational systems, digital infrastructure, and automation tools designed to
help contractors and small businesses operate with professional discipline.

This system combines operational frameworks used by successful contracting firms with modern
automation and Al tools.

Our goal is simple:

Give contractors practical systems that improve pricing, protect margins, and increase
operational clarity.
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HOW TO USE THIS SYSTEM

Read the manual

Complete the workbook

Train your team with the slide deck
Implement one engine at a time
Review quarterly

Use Al daily

Maintain consistency

Nk W=

Implementation Model

Step 1 — Understand the system
Step 2 — Complete the worksheets
Step 3 — Apply one engine at a time

Step 4 — Track results monthly
Step 5 — Improve continuously

THE 10-MINUTE QUICK START
Your Fastest Path to Real Profit Control

Most contractors stay “busy but broke” because they guess their numbers. This 10-minute
exercise ends the guessing forever.

You will now calculate: « Your true labor cost * Your minimum viable hourly rate « Your #1
profit leak

Do this once. Update it once a year. Everything else in this system becomes 10x more powerful.
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STEP 1

Identify Your True Labor Cost Your employee’s hourly wage is not your real cost.
Your numbers (already calculated): Hourly wage: $28.00 Labor burden (20.65%): $5.78
True Labor Cost = $33.78 per hour

True Labor Cost: $33.78

STEP 2

Add Your Overhead Cost Per Hour Every business has overhead. Divide your total annual
overhead by your total billable hours.

Annual overhead: $ Total billable hours per year:

$

Overhead Cost Per Hour: $

STEP 3

Calculate Your Minimum Viable Rate This is the lowest rate you can charge and still make
money.

True labor cost: $33.78 Overhead per hour: $ Base cost =

$

Choose your profit margin (most contractors use 35-45%): Minimum Viable Rate = Base cost
+ (1 — your margin %)

Your Minimum Viable Rate: $

If you price below this number, you are losing money on every job.
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STEP 4

Identify One Profit Leak Look at your last three jobs. Check any that happened:
01 Extra work done without a change order

L1 Material waste or theft

[ Rework due to mistakes

L] Client scope changes not billed

L1 Labor hours badly underestimated

One leak I will eliminate this month:

STEP 5

Choose One Engine to Implement This Week Pick only one and start today:
01 Profit Control Engine (you just did it)

L] Change Order Protection Engine «<— Recommended next

[0 Annual & Capacity Planner

0] Margin Leak Tracker

L] Professional Proposal System []

Al Operator Toolkit

Start with one engine only. Consistency beats perfection.

The Goal of This System This is not about working harder. It’s about operating with control
and authority.

Professional contractors win because they: « Know their exact numbers ¢ Protect every dollar of
scope * Track and kill profit leaks ¢ Use clean, premium proposals * Run a disciplined operation
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You now have the foundation. The rest of this manual shows you exactly how to use it.

Contractor Authority System™ P4 One LLC ¢ authority.p4one.com Your Implemented
Version — 2026
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CONTRACTOR AUTHORITY SYSTEM™

Professional Business Framework for Contractors
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How the System Works

A professional contracting business operates through structured operational engines, not
informal processes.

Each engine in the Contractor Authority System™ addresses a specific operational risk that
commonly reduces profitability in contracting businesses.

When these engines are implemented together, they create a stable and scalable operational
framework.

Engine 1 — Profit Control

Defines the real cost of labor and overhead, allowing contractors to calculate their minimum
viable rate and protect margins.

Engine 2 — Change Order Protection

Establishes a structured process for documenting scope changes, preventing contractors from
performing unpaid work.

Engine 3 — Capacity & Annual Planning

Aligns revenue goals with labor capacity, allowing contractors to forecast revenue and plan
hiring strategically.

Engine 4 — Margin Leak Tracking

Identifies operational losses such as rework, material waste, missed change orders, and
inefficiencies.

Engine S — Professional Proposals

Creates structured proposals that clearly define scope, pricing, and expectations, reducing
disputes and increasing approval rates.
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Engine 6 — AI Operations

Uses artificial intelligence to streamline documentation, communication, proposals, and
operational workflows.

Core Principle of the System

Successful contracting businesses rely on systems, not guesswork.

The Contractor Authority System™ provides a structured framework that enables contractors to
operate with clarity, discipline, and authority.

Implementation Roadmap

The Contractor Authority System™ is designed to be implemented step by step.

Attempting to change everything at once can create confusion. Instead, apply the system in
stages.

Stage 1 — Establish Profit Control
Calculate labor burden, overhead allocation, and minimum viable rate.

Stage 2 — Implement Change Order Protection
Use structured documentation for any change in scope.

Stage 3 — Build Capacity Planning
Define revenue targets and labor capacity for the year.

Stage 4 — Track Margin Leaks
Identify operational losses and eliminate them.

Stage 5 — Upgrade Professional Proposals
Standardize proposal structure and client documentation.

Stage 6 — Integrate AI Operations
Use Al tools to improve efficiency in proposals, documentation, and communication.
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Each stage builds upon the previous one, gradually transforming the business into a
structured professional operation.

CHAPTER 1
PROFIT CONTROL ENGINE

Purpose of This Engine
The Profit Control Engine establishes the true cost of labor, the true cost of overhead, and the

minimum viable rate required to operate profitably.
This chapter eliminates guesswork and replaces it with mathematical certainty.

SECTION 1

LABOR BURDEN Your Real Cost of Employing a Technician

1.1 What Labor Burden Is Labor burden is every cost associated with employing a worker
beyond their base wage.

If you pay someone $28/hr, that is not your real cost. Your true cost includes:

» Payroll taxes * Workers compensation ¢ Liability insurance * Health benefits « PTO & holidays
* Training * Uniforms & PPE ¢ Small tools ¢ Retirement contributions (if any)

These extra costs must be allocated across the worker’s actual billable hours.

1.2 Labor Burden Formula Burden Cost Per Hour = Total Annual Burden + Annual Billable
Hours

True Labor Cost = Hourly Wage + Burden Cost Per Hour
1.3 Your Implemented Example (Full Detail) Employee: Technician Hourly Wage: $28.00

Your Labor Burden Calculation (already done): Labor burden rate: 20.65% Burden per hour:
$5.78
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Your True Labor Cost = $28.00 + $5.78 = $33.78 per hour

Detailed Annual Breakdown (for reference) Use this table to update your numbers every year.

Category Annual Cost
Payroll taxes
Workers comp
Liability insurance
Health benefits
PTO (hours x wage)
Training

Uniforms / PPE

Small tools

&L &L LA AL LA A B A

Total Annual Burden

Annual Billable Hours Calculation Total hours: 2,080 Minus PTO, holidays, training,
meetings, admin, etc. Your Billable Hours:

Burden Cost Per Hour = Total Annual Burden + Billable Hours = $5.78 (your number)

True Labor Cost = $28.00 + $5.78 = $33.78 per hour

Important: From this moment forward, every bid, quote, and change order must be based on
$33.78 (or higher) as your real technician cost. Pricing below this number means you are losing

money on every hour worked.

Next: Turn the page to SECTION 2 — Overhead Allocation and calculate your full Minimum
Viable Rate.

Contractor Authority System™ ¢ P4 One LLC * 2026
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SECTION 2

OVERHEAD ALLOCATION Your Business-Wide Cost Per Billable Hour

2.1 What Overhead Is Overhead includes all business expenses that are not tied to a specific
job (the costs that exist whether you have work or not).

Examples:

* Office rent » Utilities * Software & subscriptions ¢ Phones & internet * Admin wages * Owner
salary (if non-billable) ¢ Vehicles & fuel * Tools & equipment « Marketing * Insurance ©
Professional services (accountant, lawyer, etc.)

These costs must be divided across all billable hours in the company.

2.2 Overhead Formula Overhead Cost Per Hour = Total Annual Overhead + Total Annual
Billable Hours (company-wide)

2.3 Your Implemented Calculation (Use the example below as a template — replace with your
real numbers)

Annual Overhead Costs (example from original system): Total Annual Overhead: $251,000
Total Company Billable Hours: 7,200 (4 techs x 1,800 hrs)

Overhead Cost Per Hour = $34.86

PAGE 2 OF 2

Your Real Overhead Calculation (fill in your numbers)
Category Annual Cost
Office rent $
Utilities $
Software & subscriptions  $
Phones & internet $
Admin wages $
Owner salary (non-billable) $
Vehicles $
$

Fuel
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Category Annual Cost
Tools & equipment $
Marketing $
Insurance $
Professional services $

Total Annual Overhead $

Total Company Billable Hours: (all techs combined)

Your Overhead Cost Per Hour = Total Overhead + Total Billable Hours = $§

STEP 3 PREVIEW (Minimum Viable Rate) True Labor Cost (from Section 1): $33.78
e Your Overhead Per Hour: $ = Base Cost

Add your profit margin — Minimum Viable Rate

Important: From now on, every bid and change order must use your real overhead number +
$33.78 labor cost. Pricing below this base means you are losing money.

Next: Turn to SECTION 3 — Minimum Viable Rate to lock in your final hourly rate.

Contractor Authority System™ ¢ P4 One LLC * 2026

SECTION 3

MINIMUM VIABLE RATE

3.1 Base Cost Formula Base Cost = True Labor Cost + Overhead Cost Per Hour

Your numbers (from Sections 1 & 2): True Labor Cost: $33.78 Overhead Cost Per Hour:
$34.86 (example)

Your Base Cost = $33.78 + $34.86 = $68.64 per hour
3.2 Minimum Rate Formula Minimum Rate = Base Cost + (1 — Target Margin)

3.3 Your Implemented Example (Full Detail) Using the same example numbers from the
original system:
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True labor cost: $33.78 Overhead per hour: $34.86 Base cost: $68.64
Target margin: 40% (most contractors use 35-45%)
Minimum Viable Rate = $68.64 ~ 0.60 = $114.40 per hour

PAGE 2 OF 2

Your Minimum Viable Rate Calculation Table

Component Amount
True labor cost $33.78

Overhead per hour $

Base cost $
Target margin %
Minimum Viable Rate $

How to use this number From today forward, every bid, quote, and change order must be
priced at $114.40 or higher (or your real number once you plug in your actual overhead).

Pricing below this rate means you are losing money on every job.

Quick Test Take your last 3 jobs and re-price them at your new Minimum Viable Rate. How much
extra profit would you have made?

Next: Turn to SECTION 4 — Margin Leak Tracker and start protecting the profit you just
calculated.

Contractor Authority System™ Your Implemented Version « P4 One LLC » March 2026

SECTION 4 — PRICING DISCIPLINE

4.0 Rules

e Never discount labor

e Never round down

e Never price below minimum rate
o Update burden annually

o Update overhead annually
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The Rules That Protect Your Profit

You now have your exact numbers ($33.78 true labor cost and $114.40 minimum viable rate).
This section turns those numbers into unbreakable rules.

4.1 Your Non-Negotiable Pricing Rules
Follow these rules on every single job, bid, and change order:

* Never discount labor Your $33.78 true labor cost is fixed. Discounting it is the fastest way to
lose money.

* Never round down Round up to the nearest $5 or $10. Rounding down silently steals
your profit.

* Never price below your minimum viable rate Your current minimum is $114.40 per
hour (or your real number). Anything lower means you are working at a loss.

» Update burden annually Re-calculate your true labor cost ($33.78 today) every
January.

» Update overhead annually Re-run your overhead calculation every January using last
year’s actual expenses.

* Use the same formulas every time No guessing. Always use Sections 1-3 formulas.

Consistency = authority.

Your Pricing Discipline Checklist Print this and keep it in every truck and on every
estimator’s desk.

Rule Status Notes

Never discount labor 01 Always

Never round down 01 Always

Never price below $114.40/hr 0 Always Use your real rate once overhead is updated

Update burden & overhead yearly [ Jan 2027

Use same formulas every bid 01 Always

e Why this section matters Most contractors “feel” their way through pricing and wonder

why they’re busy but broke. You no longer guess — you have discipline.
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o Stick to these 6 rules and your profit will become predictable instead of accidental.

e Next: Turn to SECTION 5 — Change Order Protection Engine (the part that usually pays
for the entire system in the first month).

o Contractor Authority System™ e« P4 One LLC « 2026
e Use the same formulas every time

SECTION 5§
WORKSHEETS (FULL DETAIL)

Use these worksheets every year (or when your costs change). Keep copies in your truck, office,
and estimator’s folder.

5.1 Labor Burden Worksheet Employee Name: Role:

Hourly Wage: $§

Annual Burden Costs (your example filled in):

Category Annual Cost

Payroll taxes

Workers comp

Liability insurance
Health benefits
PTO

Training

Uniforms / PPE

Small tools

1 IR S I R - = B < R = B <

Total Annual Burden

Annual Billable Hours: Burden Cost Per Hour: $

True Labor Cost: $33.78 (your current number)
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PAGE 2 OF 2

5.2 Overhead Allocation Worksheet
Total Annual Overhead: $ Total Annual Billable Hours
(company-wide):
Overhead Cost Per Hour: $
5.3 Minimum Viable Rate Worksheet

Component Amount
True Labor Cost $33.78
Overhead Cost Per Hour $
Base Cost $
Target Margin %
Minimum Viable Rate $

How to use these worksheets
1. Fill them out once a year (January).
2. Update your Minimum Viable Rate on every bid and change order.

3. Never go below the final number in 5.3.

Pro Tip: Copy these three worksheets into a simple Excel/Google Sheet called “My Profit
Control Engine” so you can recalculate in seconds.

Next: Turn to Chapter 2 — Change Order Protection Engine (the section that usually pays for
the entire system in the first 30 days).

Contractor Authority System™ ¢ P4 One LLC ¢ 2026

SECTION 6
CHECKLISTS

6.1 Pricing Discipline Checklist
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Use these checklists on every bid and at the end of every month. They lock in the numbers you
calculated in Sections 1-5.

6.1 Pricing Discipline Checklist Print this page and keep it visible in your office, on every
estimator’s desk, and in every truck.

Non-Negotiable Rules — Check Before Sending Any Bid or Change Order

Checklist Item Status Notes

I never price below my Minimum Viable Rate [0 Always Your rate is $114.40/hr

I never discount labor O Always Labor cost is fixed at $33.78/hr

I never round down prices O Always Always round up to nearest $5 or $10
I update labor burden annually L1 Jan 2027

I update overhead calculation annually L1 Jan 2027

I use the same formulas on every bid O Always No guessing — ever

6.2 Monthly Profit Protection Review Complete at the end of every month:
00 Reviewed last month’s jobs against the $114.40 minimum rate
L] Calculated any profit lost to discounts or unpriced change orders

0] Updated labor burden and overhead numbers (if costs changed) [J
Trained or reminded the team of the pricing rules
L1 Confirmed every proposal used the correct Minimum Viable Rate
How to Use These Checklists
1. Before sending any proposal or change order — Run through 6.1.
2. Last Friday of every month — Complete 6.2.

3. Laminate Page 1 and hang it where you (or your estimator) quote jobs.
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Discipline creates profit. The difference between “busy but broke” and truly profitable
contractors is not skill — it’s following simple rules like these every single time.

SECTION 7 — SCHEMAS
7.1 Profit Control Schema (Text-Only)

This section shows the entire system in one simple visual flow. Use it as a quick reference or to
train your team.

7.2 Profit Control Schema (Text-Only) Inputs — Calculations — Qutputs

Inputs * Hourly Wage ¢ Labor Burden * Annual Billable Hours ¢ Total Annual Overhead
Target Margin

Calculations Burden/hr — True Labor Cost — Overhead/hr — Base Cost — Minimum Rate
Outputs * Your Minimum Viable Rate ¢ Pricing Discipline Rules ¢ Full Profit Protection

Your Current Numbers (locked in): True Labor Cost: $33.78 per hour Minimum Viable Rate:
$114.40 per hour (example with 40% margin)

7.3 Profit Control Formula Step-by-Step Flow (Your Numbers Plugged In)
Hourly Wage $28.00

o Labor Burden $5.78 = True Labor Cost$33.78
True Labor Cost $33.78

e Overhead Per Hour $34.86 (example) = Base Cost$68.64

Base Cost $68.64 ~ (1 — Target Margin) (using 40% margin = + 0.60) = Minimum Viable Rate
$114.40 per hour

How to Use This Schema

1. Update the top line (wage + burden) every January.
2. Plug in your new overhead number.

3. Recalculate your minimum rate in under 60 seconds.
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4. Never bid below the final number.

Visual Reminder: Wage + Burden + Overhead + Margin = Your Real Price Everything else in
the system protects this number.

Next: Turn to Chapter 2 — Change Order Protection Engine (the part that turns your new
rate into real money by stopping free work).

Contractor Authority System™ Your Implemented Version * P4 One LLC » March 2026

CHAPTER 2
CHANGE ORDER PROTECTION ENGINE

Full Detail » Full Worksheets « Full Examples ¢ Full Scripts

SECTION 1
PURPOSE OF THIS ENGINE

SECTION 1 — PURPOSE OF THIS ENGINE Why Every Contractor Needs This System
The Change Order Protection Engine exists to:

* Stop free work ¢ Stop scope creep * Protect your margin * Protect your schedule ¢ Protect your
professionalism ¢ Protect your relationship with the client

Most contractors lose 10-30% of their profit every year because they fail to document and
price changes in scope.

They do “a little extra” for the client, don’t charge for it, and wonder why they’re busy but
broke.

This engine eliminates that loss forever.

How This Engine Works With Your New Numbers
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You now have a real Minimum Viable Rate of $114.40 per hour (built from your $33.78 true
labor cost).

Every undocumented change order silently steals that rate from your pocket.
This engine protects it by turning every change into a signed, priced, and tracked event.
Results you will see:

e Zero “free” work on jobs

o Higher average job profit

o Fewer disputes with clients

e Professional documentation that makes you look premium

o Faster, cleaner project closeouts

Important Reminder Your Profit Control Engine (Chapter 1) gives you the correct price. This
Change Order Protection Engine protects that price.

Next: Turn to SECTION 2 — Triggers & Documentation Rules (where we show you exactly when
and how to issue a change order).

Contractor Authority System™ ¢ P4 One LLC -+ 2026

Most contractors lose 10-30% of profit every year because they fail to document changes.
This engine eliminates that loss.

SECTION 2
WHAT A CHANGE ORDER IS

A Change Order (CO) is a written document that:
* Clearly describes the change in scope ¢ Explains exactly why the change is needed ¢ Provides a
firm price for the change (using your $114.40 minimum rate) ¢ States any impact on the project

schedule « Requires signed client approval before any work continues

A Change Order is NOT optional. It is a legal and financial protection tool that separates
professional contractors from those who lose money on every job.

Why This Matters With Your Numbers
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You now price every hour at $114.40 (built from your $33.78 true labor cost).
Every undocumented change silently gives away that rate for free.
A proper Change Order does 5 things at once:

Protects your margin
Prevents scope creep
Keeps your schedule on track

Makes you look professional

A o e

Keeps the client relationship clean and respectful

Key Rule: No extra work begins until the client has signed the Change Order and agreed to the
price.

This one rule alone usually pays for the entire system in the first month.

Next: Turn to SECTION 3 — When to Issue a Change Order (the exact triggers list you will use
on every job).

Contractor Authority System™ ¢ P4 One LLC 2026

A trigger is any event that requires a Change Order.
Never guess — if it’s on this list, you must issue a CO before any work begins.

3.1 Scope Triggers ¢ Client adds extra work ¢ Client removes work from original scope ¢ Client
changes materials or brands ¢ Client changes design or layout * Client upgrades finish level
(paint, flooring, fixtures, etc.)

3.2 Condition Triggers * Hidden damage discovered * Rot, mold, or water damage ¢ Electrical
or plumbing not to code * Structural issues * Unexpected obstacles

3.3 Cost Triggers * Material price increases ¢ Additional labor required ¢ Additional equipment
or tools needed

3.4 Schedule Triggers * Client-caused delays ¢ Access problems * Weather delays affecting
timeline ¢ Permit delays

3.5 Communication Triggers (The Most Dangerous) « “While you’re here...”
do this quick?” ¢ “It shouldn’t take long...” * “It’s just a small thing...”

* “Can you also
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Golden Rule: If any trigger occurs — A Change Order is required. No exceptions.
Why These Triggers Matter With Your Numbers You now price every hour at $114.40 (built
from your $33.78 true labor cost). One missed trigger can cost you hundreds or thousands in

unpaid work.

Print this page, laminate it, and keep copies in every truck. Train your crew: “If you hear a
trigger — stop and call for the CO.”

Next: Turn to SECTION 4 — How to Write a Professional Change Order (you’ll get the exact
fillable form, pricing script, and client email template).

Contractor Authority System™ Your Implemented Version « P4 One LL.C * March 2026

SECTION 4
THE SAME-DAY RULE

Rule:

The Same-Day Rule Every change must be documented and priced with a formal Change Order
the same day it occurs or is requested.

No exceptions.

Why This Rule Exists

* Clients forget what they asked for * Clients change their story later « Clients assume it was
“included” * You lose all pricing leverage * You lose profit margin * You lose professionalism
and control

Same Day = Maximum Protection.

Why Same-Day Documentation Protects Your Numbers

You now price every hour at $114.40 (built from your $33.78 true labor cost).

Waiting even one day to write the Change Order gives the client time to forget, renegotiate, or
claim “I thought it was part of the original job.”

One delayed CO can easily cost you $500-$3,000 in uncollected work.
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The Same-Day Rule in Action
e Discover hidden damage at 10 a.m.? — CO written and signed by 4 p.m.

e Client says “while you’re here...”? — CO written and signed before you leave the job.

Non-Negotiable Rule: No extra work begins until the client has signed the same-day Change
Order and agreed to the price.

Next: Turn to SECTION 5 — How to Write a Professional Change Order (you’ll get the exact
fillable form, pricing script, and client email template).
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SECTION 5§
CHANGE ORDER WORKFLOW

The 7-Step Same-Day Workflow Follow this exact sequence every single time a trigger
occurs. This is the process that turns potential losses into protected profit.

Step 1 — Identify the Trigger Recognize the change (use the full triggers list from Section 3).

Step 2 — Stop Work Immediately Do not continue until the Change Order is documented and
approved.

Step 3 — Notify the Client Use the exact script (next section): “Mrs. Smith, we’ve discovered a
change in scope...”

Step 4 — Document the Change Fill out the official Change Order form right away.

Step 5 — Price the Change Calculate using your Minimum Viable Rate of $114.40 per hour
(built from your $33.78 true labor cost). Never guess.

Step 6 — Get Approval Get a signature or written confirmation (text/email is fine) before any
work resumes.

Step 7 — Proceed With Work Only after approval. Log it and move forward.
Why This Workflow Pays for the Entire System One properly handled change order (priced at

your real rate) usually covers the $97 cost in the first month. Miss it — you work for free.
Follow it — you get paid every time.
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Pro Tip: Laminate this 7-step list and put it in every truck. Train your crew: “Trigger — Stop —
7-Step Workflow.”

SECTION 6
CHANGE ORDER SCRIPT (FULL)

e The Exact Script You Use Every Time

e Use this script word-for-word (in person, by phone, or text) the moment you identify a
trigger:

e “We’verun into a change in scope. Before we continue, I want to document it properly
so there are no surprises for you. I’ll write up a change order with the description,
reason, price, and schedule impact. Once you approve it, we’ll proceed right away.”

e Short Text/Message Version (for quick use): “Hi [Client Name], we found a change in
scope. I’'m writing up a quick change order with the details and price so everything stays
clear. Can I send it over for your approval?”’

o Why This Script Works So Well

o This script is short, calm, and professional. It does four critical things:

e Sets clear expectations upfront * Shows high professionalism (you look organized and in
control) « Prevents arguments or “I thought it was included” later * Protects your margin
by linking the change to your $114.40 minimum rate

e Pro Tip: Practice this script with your crew until it feels natural. Deliver it in a helpful,
confident tone — never apologetic. The calmer you sound, the easier the client says “yes.”

e  When to Use It Right after Step 3 of the 7-Step Workflow (Section 5). Same-day rule
applies — deliver the script the moment the change appears.

e Next: Turn to SECTION 7 — The Professional Change Order Form (you’ll get the actual
fillable form template you can print today and start using on real jobs).

e Contractor Authority System™ e« P4 One LLC * 2026
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SECTION 7 — CHANGE ORDER FORM
(FULL)

CHANGE ORDER #
Professional Change Order Template Use this form every time a trigger occurs. Price all labor
at your Minimum Viable Rate of $114.40 per hour (built from your $33.78 true labor cost).

CHANGE ORDER #

Project: Client:

Date:
Job Address:

1. Description of Change (Describe exactly what is being added, removed, or changed — be
specific)

2. Reason for Change [ Client request / upgrade [1 Hidden damage or unforeseen condition [
Material or finish change [1 Code / compliance requirement [ Other:

3. Price Breakdown Labor: hrs x $114.40/hr = $ Materials &
subcontractors: $ Subtotal:

$ Markup (%):

$ TOTAL CHANGE ORDER PRICE:

$

4. Schedule Impact [ No impact on schedule [1 Adds
rescheduling

calendar days [1 Requires
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5. Approval I have read and approve the above Change Order and agree to pay the Total Change
Order Price.

Client Name (Print): Client Signature:

Date:

Contractor Signature: Date:

Important Rule: No work begins on this change until this form is signed (or written approval
received).
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SECTION 8 — PRICING CHANGE
ORDERS

How to Correctly Price Every Change Order

Always use the exact numbers from your Profit Control Engine (Chapter 1). Never guess or
discount.

8.1 Labor Pricing Use your Minimum Viable Rate from Chapter 1 on every hour.
Your Rate: $114.40 per hour (built from your $33.78 true labor cost)

Example: 3 hours x $114.40/hr = $343.20

8.2 Material Pricing Material cost + proper markup (most contractors use 30—40%).
Example: Materials cost = $185 Markup (35%) = $64.75 Total Materials = $249.75
8.3 Total Change Order Price

Labor: $343.20 Materials: $249.75 Subtotal: $592.95

Round up to the nearest $5 or $10 — $595 (recommended)

Golden Rule: Never price a change order below your $114.40 minimum viable rate. Always
round up. This small habit protects thousands in profit per year.
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Pro Tip: Keep a quick cheat sheet in every truck with your exact rate ($114.40) and standard
markups (materials 35%, subs 20-25%). Your crew can price COs on the spot in under 60
seconds.

Next: Turn to SECTION 9 — Change Order Log & Tracking (you’ll get the simple tracking
sheet to record every CO for tax and profit review).
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SECTION 9 — FULL CHANGE ORDER
EXAMPLE

Real-World Example (Using Your Numbers)

Trigger: Hidden water damage behind drywall (discovered during demo) Reason: Not visible
during original estimate

CHANGE ORDER #C0O-2026-014

Project: Smith Kitchen Renovation Client: Mrs. Jennifer Smith Date: March 11, 2026 Job
Address: 123 Main Street, Roselle, NJ

1. Description of Change Remove and replace 3 sheets of water-damaged drywall, treat mold,
and reinstall new drywall + tape/mud/finish.

2. Reason for Change ] Hidden damage or unforeseen condition (Not visible during initial
walkthrough)

3. Price Breakdown Labor: 3 hours x $114.40/hr = $343.20 Materials (drywall, tape,

compound, primer): $68.00 Subtotal: $411.20 Markup (35%): $143.92 TOTAL CHANGE
ORDER PRICE: $555.12 — rounded up to $560

4. Schedule Impact ¥ Adds 1 day to the project schedule
5. Approval Client Name (Print): Jennifer Smith Client Signature:

Date: March 11, 2026

Result:

o Signed same day (Same-Day Rule followed)
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e §$560 collected that would have been free work
o Client happy because everything was transparent and professional

Lesson: One properly priced and documented change order at your real rate ($114.40/hr) often
pays for the entire system. This exact scenario happens on almost every renovation job.

Next: Turn to SECTION 10 — Change Order Log & Tracking Sheet (you’ll get the simple log
to record every CO for profit tracking and taxes).

Contractor Authority System™ Your Implemented Version * P4 One LLC * March 2026

SECTION 10 — CHANGE ORDER LOG
(FULL)

Every Change Order Must Be Tracked

This log gives you complete visibility of all extra work, protected profit, and tax records. Update
it the same day you issue each CO.

Change Order Tracking Log Template (Print or copy into Excel/Google Sheets for easy
sorting)

CO # Date Job Name Description Reason Price Status Notes

PAGE 2 OF 2

Filled Example Using Your Real Numbers

CO# Date Job Name  Description Reason Price Status Notes
CO- . . .

Smith Replace rotten ~ Hidden Signed same day,
38%6_ 32026 iichen  studs + drywall  damage $560 Approved | day schedule
cO- Smith Add 2 extra Client
2026-  3/14/26 .. $228 Approved 2 hrs x $114.40/hr
002 Kitchen outlets request
cO- Lopez Upgrade to Material Materials + labor
2026-  3/15/26 2P P8It $315 Approved
003 Bathroom premium fixtures change at full rate
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How to Use This Log
1. Fill it out the same day you issue the CO.
2. Review monthly — total the “Price” column to see exactly how much extra profit you
protected.
3. Keep a digital copy (Excel) and a printed backup in the office.
4. Use it for tax time (extra income tracking).

Pro Tip: At the end of every month, add up the “Price” column. Most contractors discover they
protected $2,000—$8,000+ in profit they would have lost without this system.

You have now completed the entire Change Order Protection Engine! (Sections 1-10 are
finished and ready to use.)
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SECTION 11 — WORKSHEETS (FULL
DETAIL)

11.1 Change Order Worksheet

Project:

Date:

Trigger:

Description of Change:

Reason for Change:
o Client request

0 Hidden damage

O Material change

0 Condition change
O Schedule impact

o Other:

Contractor Authority System™ | P4 One LLC | authority.p4one.com



Contractor Authority System™ P4 One LLC

Labor Calculation:
Hours: x Rate: $ =3

Materials: $

Markup (%): % =%
Total CO Price: $
Schedule Impact:

o0 None

0 Adds days

Client Approval:

Name:

Signature:

Date:

11.2 Change Order Log Worksheet

Monthly Monthly Monthly Monthly Monthly Monthly Monthly Monthly
Change Change Change Change Change Change Change Change
Order Order Order Order Order Order Order Order
Tracking Tracking Tracking Tracking Tracking Tracking Tracking Tracking
Log Log Log Log Log Log Log Log

SECTION 12— WHY CONTRACTORS
LOSE MONEY

The Hidden Profit Killer Most Contractors Never Fix
Many contractors lose serious profit every year because they:
* Perform extra work without documentation * Assume “small changes” don’t matter « Avoid

difficult conversations with clients
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They think “it’s only an extra hour” or “the client is nice, I'll eat it.”
Small changes accumulate fast.

Three missed change orders per month (at your real rate) can easily cost you $5,000—
$15,000+ per year in uncollected work.

Real Impact on Your Numbers

You now know your true labor cost is $33.78 per hour and your Minimum Viable Rate is
$114.40 per hour.

One undocumented “small change” of just 3 hours costs you $343.20 in lost labor + markup.

Do that three times a month and you’ve quietly given away over $12,000 this year — money that
should have been profit.

This is exactly why the Change Order Protection Engine exists.
It stops the free work, protects your margin, and turns every trigger into paid, documented work.
Final Reminder You now have the complete system:

e Your exact pricing numbers (Chapter 1)
e The triggers, workflow, form, script, and log (Chapter 2)

Use it religiously and you will never lose money on changes again.

You have now completed the entire Change Order Protection Engine! (Sections 1-12 are
finished and ready to use.)
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SECTION 13 — CHECKLISTS

e 13.1 Change Order Compliance Checklist
o Use this checklist every single time a trigger occurs — before any extra work begins.

Checklist Item Completed
I documented the change the same day (Same-Day Rule) O
I used the official Change Order form O

Contractor Authority System™ | P4 One LLC | authority.p4one.com



Contractor Authority System™ P4 One LLC

Checklist Item Completed
I used the professional script with the client U
I priced labor using my Minimum Viable Rate ($114.40/hr) U
I added proper material markup U

I got client approval (signature or written confirmation) before continuing [J

o How to Use This Checklist
o Laminate Page 1 and keep one copy in every truck. * Run through it out loud with your

crew on every change. * At the end of each month, review how many times you checked

all boxes.
e Monthly Quick Review [ Total Change Orders issued this month: 0 Total
profit protected this month: $ L1 Any triggers missed? If yes, what happened and

how will we prevent it next time?

o  Why This Checklist Is Critical Checking these 6 boxes every time protects your
$114.40 hourly rate and turns potential free work into paid work. Skip even one box and
you risk losing the very profit your Profit Control Engine calculated.

¢ You have now completed the entire Change Order Protection Engine! (Sections 1-13
are finished, customized, and ready to use on real jobs.)

o Contractor Authority System™ ¢ P4 One LLC * 2026

14.1 Change Order Schema (Text-Only) The Complete Flow at a Glance

Trigger — Stop Work Immediately — Notify Client (use script) — Document the Change —
Price the Change (at your $114.40/hr) — Get Approval — Proceed with Work — Log the CO

This 8-step sequence is the entire engine. Follow it every time and you will never lose money
on changes again.

Inputs — Calculations — Outputs

Inputs * Trigger (from Section 3) ¢ Description of Change * Reason for Change ¢ Labor hours *
Materials cost * Schedule impact
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Calculations Labor: hours x $114.40/hr (your Minimum Viable Rate) Materials + markup Total
CO price (always round up)

Outputs * Completed CO form ¢ Priced and protected profit « Signed client approval * Logged
entry (Section 10/11)

Your Numbers Locked In True Labor Cost: $33.78/hr Minimum Viable Rate: $114.40/hr

Quick Visual Reminder Trigger — Same-Day Workflow — Protected Profit Print this page and
keep it in your office or truck as a daily reference.

You have now completed the entire Change Order Protection Engine! (Sections 1-14 are
finished, customized, and ready to use.)
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CHAPTER 3 — ANNUAL & CAPACITY
PLANNER

This engine gives you:

* A clear annual revenue target * A clear labor capacity number ¢ A clear revenue potential
number ¢ A clear hiring plan ¢ A clear seasonality map ¢ A clear monthly revenue plan

This is exactly how top-tier contracting companies plan their year — instead of just hoping the
phone keeps ringing.

Why This Chapter Matters With Your Numbers

You now have your true labor cost locked at $33.78 per hour and your Minimum Viable Rate at
$114.40 per hour.

This chapter takes those numbers and turns them into a full-year roadmap so you know exactly:
e How much revenue you need to hit your profit goals
e Whether your current team can actually deliver it

e When you need to hire
e What each month should bring in
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No more guessing. No more “busy but broke” seasons.

How to Use This Chapter Read it once. Fill out the worksheets in January (or whenever you
reset your goals). Review it every quarter.

Next: Turn to SECTION 1 — Annual Revenue Target (you’ll calculate the exact revenue
number your business must hit this year).
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SECTION 1
ANNUAL REVENUE TARGET

Your annual revenue target must be based on real numbers — not hope or last year’s sales.

It must cover:

* All your overhead ¢ Cost of Goods Sold (materials + subcontractors) ¢ Your desired profit
1.1 Formula Revenue Target = Overhead + COGS + Profit Goal

1.2 Example (Full Detail) Overhead: $251,000 COGS: $650,000 Profit Goal: $300,000
Annual Revenue Target = $1,201,000 (= $1.2M)

Your Annual Revenue Target Calculation (Replace with your real numbers every January)

Overhead (from Chapter 1): $ COGS (materials + subcontractors):
$ Desired Profit Goal: $

Your Annual Revenue Target = $

Why This Number Matters With Your Rate You now price every hour at $114.40 (built from
your $33.78 true labor cost).

This revenue target tells you exactly how many hours at $114.40 you need to sell this year to hit
your profit goals — no more guessing.

Contractor Authority System™ ¢ P4 One LLC* 2026
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SECTION 2
LABOR CAPACITY

Labor capacity is the total number of billable hours your current team can actually produce in a
full year.

This number is critical because it tells you whether your existing crew can hit the revenue target
you just calculated.

2.1 Formula Capacity = Billable Hours Per Worker x Number of Workers
2.2 Example (Full Detail) Billable hours per worker: 1,800 Number of workers: 4
Total Capacity = 7,200 billable hours

PAGE 2 OF 2

Your Labor Capacity Calculation (Replace with your real numbers every January)

Billable hours per worker (after PTO, holidays, training, etc.): Number of workers
(technicians + installers):

Your Total Labor Capacity = billable hours per year

Why This Matters With Your Numbers You now price every hour at $114.40 (built from your
$33.78 true labor cost).

Your total capacity x $114.40 = the maximum revenue your current team can generate. If this
number is lower than your Annual Revenue Target (Section 1), you have a gap that must be

filled by hiring or raising your rate.

Next: Turn to SECTION 3 — Revenue Potential (you’ll multiply your capacity by your $114.40
rate to see exactly what your team can produce).
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SECTION 3 — REVENUE POTENTIAL

Revenue potential is how much revenue your current team can realistically produce when every
hour is billed at your Minimum Viable Rate.
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This number shows the maximum revenue your existing crew can generate without hiring.
3.1 Formula Revenue Potential = Capacity x Minimum Rate

3.2 Example (Full Detail) Capacity: 7,200 billable hours Minimum Rate: $114.40 per hour
(your rate from Chapter 1)

Revenue Potential = 7,200 x $114.40 = $823,680

PAGE 2 OF 2
Your Revenue Potential Calculation (Replace with your real numbers)

Your Total Labor Capacity (from Section 2): hours Your Minimum Viable Rate (from
Chapter 1): $114.40 per hour

Your Revenue Potential = hours x $114.40=39$

Why This Number Matters With Your Numbers You now know your true labor cost is
$33.78 per hour and you price every hour at $114.40.

This revenue potential tells you exactly what your current team can earn at full rate. If this
number is lower than your Annual Revenue Target (Section 1), you have a gap — which you’ll

fix in the next sections with hiring or rate adjustments.

Next: Turn to SECTION 4 — Gap Analysis (you’ll see exactly how much more revenue you
need and whether you must hire).
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SECTION 4 — GAP ANALYSIS

This section shows the difference between your desired revenue and what your current team can
actually produce at full rate.

4.1 Formula Revenue Gap = Revenue Target — Revenue Potential

4.2 Example (Full Detail) Annual Revenue Target (from Section 1): $1,201,000 Revenue
Potential (from Section 3): $823,680 (7,200 hours x $114.40/hr)

Revenue Gap = $377,320

You are currently $377,320 short with your existing team.
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Your Gap Analysis Calculation

Annual Revenue Target (from Section 1): $ Revenue Potential (Capacity x
$114.40): $

Your Revenue Gap = $

What This Number Means With Your Numbers You now price every hour at $114.40 (built
from your $33.78 true labor cost).

A positive gap tells you exactly how much more revenue you need to generate. This gap is the
signal to either: * Hire more people * Sell more hours at your full rate « Adjust your profit goal

This is one of the most important numbers in your entire business.

Next: Turn to SECTION 5 — Hiring Plan (you’ll calculate exactly how many additional workers
you need to close the gap).
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SECTION 5 — HIRING PLAN

If you have a revenue gap after completing your Gap Analysis, you may need to hire additional
workers to hit your annual target.

5.1 Formula Workers Needed = Revenue Gap + (Minimum Rate x Billable Hours Per Worker)

5.2 Example (Full Detail) Revenue Gap: $377,320 Minimum Rate: $114.40 per hour Billable
Hours per worker: 1,800

Workers Needed = 377,320 +~ (114.40 x 1,800) = 1.83 — Round up to 2 additional technicians
Your Hiring Plan Calculation

Revenue Gap (from Section 4): $ Your Minimum Viable Rate: $114.40 per
hour Billable Hours per worker:

Workers Needed = (always round up)

What This Number Means With Your Numbers You now price every hour at $114.40 (built
from your $33.78 true labor cost).
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This formula tells you exactly how many more people you need to hire to close the gap and hit
your profit goals. Round up and budget for training time.

Next: Turn to SECTION 6 — Seasonality Map (you’ll create your monthly revenue rhythm for
the year).
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SECTION 6 — SEASONALITY MAP

What is a Seasonality Map?

A Seasonality Map is a simple but powerful planning tool that shows exactly how your
contracting business’s revenue (or workload) is naturally distributed across the 12 months of the
year. It turns the vague idea of “busy season” and “slow season” into precise, usable numbers.

Every contracting business (HVAC, plumbing, electrical, roofing, landscaping, remodeling, etc.)
has:

e High months — peak demand
e Normal months — steady, average work
e Low months — slowest periods

The map assigns a weight (a decimal between 0.00 and 1.00) to each month so that all 12

weights add up to exactly 1.00 (100%). These weights act like percentage slices of your total
annual revenue or jobs.

Why Contractors Need This
Without a seasonality map you’re flying blind. With it you can:
e Set realistic monthly sales targets
e Plan cash flow (you’ll know exactly when money will be tight)
e Decide when to ramp up marketing or hiring
e Schedule vacations or slow-season projects

o Forecast profit accurately for bank loans or investors

6.1 Example Seasonality Map (explained)
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Here’s the example you shared, reformatted as a clean table with added notes so you can

instantly see what each month means for a typical contracting business:

Month Weight Category What It Usually Means for Contractors
January  0.05 Low Deep winter slowdown — weather, holidays, budgets spent

February 0.06 Low Still very slow
March 0.08 Normal Spring start-up begins
April 0.09 Normal Steady

May 0.10  High Peak season kicks in
June 0.11  High One of the busiest months
July 0.11  High Usually the #1 or #2 month

August  0.10  High Still very strong

September 0.09  Normal Starts to taper

October 0.08 Normal Fall slowdown begins
November 0.07  Low Pre-holiday dip

December 0.06  Low Holiday & weather shutdown
Total 1.00 — —

Quick read of this example:

e Low months (0.05 - 0.07) = 24% of annual revenue
e Normal months (0.08 — 0.09) = 34% of annual revenue
o High months (0.10 — 0.11) = 42% of annual revenue

So roughly 42% of your entire year’s income comes in just 4 months (May—August). That’s

very common in many trades.
How to Actually Use the Map (Practical Examples)
Let’s say your annual revenue goal is $1,200,000.

Monthly target = Annual goal x Monthly weight

Month Calculation Monthly Target
January 1,200,000 x 0.05 $60,000
June 1,200,000 x 0.11 $132,000
July 1,200,000 x 0.11 $132,000
December 1,200,000 x 0.06 $72,000

Now you know exactly what “good” looks like every month.

How to Create Your Own Seasonality Map
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Pull your last 3 years of monthly revenue (or job count).

Total the revenue for each month across all years.

Divide each month’s total by the grand total — that gives you the weight.
Adjust slightly for any new factors (new service line, marketing push, economic
changes).

5. Make sure the weights still add up to exactly 1.00.

b e

SECTION 7— MONTHLY REVENUE
PLAN

This section turns your annual revenue goal into exact monthly targets that respect the natural
ups and downs of your contracting business.

7.1 Formula (explained with real math)
The entire section is built on one simple equation:
Monthly Target = Annual Target X Seasonality Weight
e Annual Target = Your big number for the whole year (example: $1,200,000)
e Seasonality Weight = The decimal from your Seasonality Map (adds up to 1.00)
e Result = Exactly how much revenue you should aim to bring in that specific month
This formula is the bridge between your big-picture goal and day-to-day reality.

7.2 Example (Full Detail) — $1,200,000 Annual Target

Here’s the exact table you shared, cleaned up and color-coded for instant understanding:

Month Seasonality Weight Monthly Revenue Target Category % of Annual Goal

January  0.05 $60,000 Low 5%
February 0.06 $72,000 Low 6%
March 0.08 $96,000 Normal 8%
April 0.09 $108,000 Normal 9%
May 0.10 $120,000 High 10%
June 0.11 $132,000 High 11%
July 0.11 $132,000 High 11%
August 0.10 $120,000 High 10%
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Month Seasonality Weight Monthly Revenue Target Category % of Annual Goal

September 0.09 $108,000 Normal 9%
October  0.08 $96,000 Normal 8%
November 0.07 $84,000 Low 7%
December 0.06 $72,000 Low 6%
TOTAL 1.00 $1,200,000 — 100%

Quick insights from this example:

e Your two busiest months (June & July) must each hit $132,000 — that’s more than
double January.

e The four slowest months (Nov—Feb) only need to bring in $288,000 total.

e Ifyou hit every monthly target, you automatically hit your $1.2M goal.

How to Actually Use This Plan Every Single Month

Print or pin this table in your office.

Every month, compare actual revenue vs. target.

If you’re behind in a high month — immediately boost marketing or run a special offer.
If you’re ahead in a low month — bank the extra cash for the next slow period.

Share the targets with your sales team so everyone knows exactly what “winning the
month” looks like.

M

This is the #1 tool successful contractors use to stop the “feast-or-famine” rollercoaster.
SECTION 8 — WORKSHEETS (FULL DETAIL)

Since the document labels this “FULL DETAIL,” here are the exact professional worksheets you
can start using today. Just copy-paste into Excel/Google Sheets or print them.

Worksheet 1: Annual Target & Seasonality Map Builder

(Blank template — fill in your own numbers)

Your Seasonality Weight (must total Monthly Target Your Monthly
Month
1.00) Formula Target
Janua Annual Target %
Yy Weight
February
TOTAL 1.00 — Your Annual Goal
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Worksheet 2: Monthly Revenue Tracker (12-Month Dashboard)

(Use this every month to stay on pace)

Actual . % of Notes / Action
Month Target Revenue Variance (+/-) Target Needed
Jan $60k
Feb $72k
YTD Running Overall

Running total — —

Total total variance

Worksheet 3: Quarterly Review & Adjustment Sheet
(Do this every 3 months)
e QI Actual vs Target:
e Adjustment needed for rest of year: +/— %
e New Annual Target (if changed): $
o Updated monthly targets (recalculate with formula above)
Would you like me to:
o Send you these worksheets as ready-to-copy Google Sheets / Excel templates?
e Build the same plan using your actual annual goal and your real seasonality numbers?

o Create advanced versions (e.g., with job count, average ticket, marketing budget tied to
each month)?

SECTION 8 — WORKSHEETS (FULL
DETAIL)

8.1 Annual Revenue Target Worksheet
This is the foundation worksheet of your entire annual plan. It answers the most important
question every contractor must know: “Exactly how much revenue do I need to bring in this

year to cover my bills, pay for every job, and still hit my profit goal?”

Why This Worksheet Matters

Contractor Authority System™ | P4 One LLC | authority.p4one.com



Contractor Authority System™ P4 One LLC

e Most contractors guess their annual number (“I want to do $1 million™).

o This worksheet forces you to calculate it properly from real numbers.

e Once you have the Annual Revenue Target, everything else (monthly targets from
Section 7, marketing budget, hiring plan, etc.) is automatically built from it.

8.1 Annual Revenue Target Worksheet (Full Detail + Explanation)
Here is the exact worksheet with professional guidance added so you can fill it correctly:

Line Item Amount Explanation & How to Calculate It (Contractor-Specific)

All fixed costs that exist whether you sell one job or 100. *
Rent/warehouse * Office salaries & admin staff ¢ Utilities,

Overhead $ insurance, trucks (lease + gas), marketing, software, phones,
accounting, etc. * Typical range for contractors: 20-35% of
revenue
All variable costs that are directly tied to doing the work. *

COGS (Cost Labor (techs, installers, subcontractors) « Materials &

of Goods $ equipment used on jobs ¢ Permits, disposal fees, fuel for job

Sold) sites ¢ Typical range: 45-65% of revenue (depends on your
trade)

Your owner’s take-home or desired net profit before taxes. ¢

Profit Goal $ What you want to pay yourself + reinvest in the business. ¢

Typical healthy goal: 10-20% of revenue

ﬁ::;lalie $ Automatic formula (add the three lines above): Annual
Target Revenue Target = Overhead + COGS + Profit Goal

Important Note on the Math This worksheet assumes you are estimating your total annual
COGS based on your expected job volume and gross margin. If you prefer the more advanced
version (recommended for accuracy), use this formula instead:

Required Revenue = (Overhead + Profit Goal) + Gross Margin % (then COGS = Revenue x
your average COGS %)

But the simple “add them up” version in the document works perfectly when you’re building
your first plan.

Real Example Using the $1,200,000 Target from Section 7

Line Item Amount Notes
Overhead $300,000 Office, trucks, insurance, marketing, admin staff
COGS $720,000 Tech labor + materials (60% of revenue)
Profit Goal $180,000 15% net profit (owner pay + reinvestment)

Annual Revenue Target $1,200,000 Overhead + COGS + Profit = $1.2M
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Now take this $1,200,000 number and drop it straight into Section 7.2 — it instantly creates all
12 monthly targets you already saw.

How to Fill This Out in 10 Minutes

Open your QuickBooks / accounting software — run a Profit & Loss report for last year.
Copy last year’s actual Overhead and COGS (or average of last 3 years).
Decide your Profit Goal (most contractors start with 10—15% and work up).
Add the three numbers — that’s your new Annual Revenue Target.
If the target feels too high, you now have two choices:
o Cut overhead
o Raise prices / average ticket
o Increase volume with better marketing

MRS

Pro Tip from Top Contractors

Update this worksheet every October for the next year. It takes 15 minutes and prevents the “I
worked hard all year but barely broke even” problem.

8.2 Labor Capacity Worksheet

This worksheet calculates exactly how much real work your team can deliver in a year — in
actual billable hours. It answers the make-or-break question: “Is my Annual Revenue Target
realistic with the crew I have right now?”

Without this step, many contractors set a $1.2M goal (or whatever your number is) only to
discover halfway through the year that their techs are already maxed out.

Why This Worksheet is Critical for Contractors

e Revenue doesn’t come from thin air — it comes from billable hours.

o It instantly shows if you need to hire, raise prices, improve efficiency, or adjust your
revenue goal.

o It connects directly to Section 8.1 (your $1,200,000 target) and Section 7 (monthly
targets).

o Prevents over-promising, burnout, and lost customers.

8.2 Labor Capacity Worksheet (Full Detail + Professional Guidance)
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Line Item Your How to Calculate It (Contractor-Specific)
Number
. Realistic billable hours one technician or installer can actually charge
Billable . . .
Hours Per to customers in a full year. Typical range for HVAC, plumbing,
hours/year electrical, roofing, etc.: 1,400 — 1,600 hours. (See detailed calculation
Worker
below — never use 2,080!)
Only count field production staff (techs, installers, crew leaders). Do
Number of . .. :
not include office staff, owner (unless they’re in the field full-time), or
Workers
salespeople.
Total

Capacity hours Automatic formula (shown below)

Core Formula:

Total Annual Capacity = Billable Hours Per Worker X Number of Workers

How to Calculate Realistic Billable Hours Per Worker (Step-by-Step)
Start with the absolute maximum and subtract real life:

e 40 hours/week x 52 weeks = 2,080 total hours

e Subtract:
o Vacation, holidays, sick days: 160-200 hours

o Training, meetings, shop time: 80—120 hours
o Travel between jobs, loading trucks, paperwork: 300—400 hours

o Realistic result most contractors use: 1,400 — 1,600 billable hours per worker per

year

(Top-performing companies sometimes hit 1,700; new or service-heavy companies often run
closer to 1,200—1,400.)

Real Example Tied to Your $1,200,000 Annual Revenue Target

Item Value Result
Billable Hours Per Worker 1,500 hours (solid industry benchmark)
Number of Workers 6 technicians  (your current field crew)
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Item Value Result
Total Annual Capacity 9,000 hours 1,500 x 6
Annual Revenue Target $1,200,000 From Section 8.1

Required Revenue per Billable Hour $133 per hour $1,200,000 + 9,000 hours

What this tells you:

e Your 6-person crew can realistically deliver 9,000 billable hours.

o To hit exactly $1.2M, you need to average $133 revenue per billable hour (this includes
parts + labor + markup).

e Ifyour current average is only $110/hour — you’ll only hit ~$990,000. Time to hire 1

more tech or raise pricing.

How to Use This Worksheet Every Year

1. Fill it out in October when planning next year.

2. Compare Total Capacity X your average revenue per hour vs. your Section 8.1 Revenue
Target.

3. If capacity is too low — decide now: hire, train for higher efficiency, or adjust the goal.

4. Update it whenever you hire or lose a worker.

This single page stops the classic contractor mistake of “we sold too much work and now we’re
drowning.”
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LABOR CAPACITY WORKSHEET For the Year:

Business Name:

Date Completed:

Line Item Value Notes / Calculation
Billable Hours Per Realistic billable hours per technician/installer (industry
Worker hours/year standard: 1,400-1,600)
Number of Workers Field production staff only (techs, installers, crew leaders)
Total Ai&nnual hours = Billable Hours Per Worker x Number of Workers
Capacity

Formula Used: Total Capacity = Billable Hours Per Worker x Number of Workers
Required Revenue per Billable Hour (For reference only — connect to your Annual Revenue

Target from 8.1) = Annual Revenue Target + Total Capacity = $§ per hour

How to Calculate Realistic Billable Hours Per Worker (Quick checklist — fill once)

o Start with 2,080 (40 hrs x 52 weeks)

e Minus vacation/holidays/sick: hrs

e Minus training/meetings: hrs

e Minus travel/loading/paperwork: hrs = Billable Hours Per Worker =
Approval / Review Owner Signature: Date:
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8.3 Revenue Potential Worksheet

This worksheet shows you the maximum realistic revenue your current crew can produce in a
full year. It answers the critical question: “With the team and hours I have right now, what is
the absolute highest revenue I can generate if I charge my minimum profitable rate?”

It connects everything you’ve already built:

e Capacity comes straight from 8.2 Labor Capacity Worksheet
e You compare the result to your Annual Revenue Target from 8.1
o It instantly tells you if you have room to grow... or if you’re already at your limit.

Why This Worksheet Matters for Contractors

e Prevents over-selling (you can’t sell more hours than your team can deliver).

e Shows exactly how much pricing power you have.

e Helps you decide: hire more people? Raise your minimum rate? Or adjust your annual
goal?

e Turns your labor capacity into a dollar number so you can make smart decisions.

8.3 Revenue Potential Worksheet (Full Detail + Guidance)

Line Item Your How to Calculate / Source
Number
Total Capacity hours Copied from 8.2 Labor Capacity Worksheet
Minimum Rate Your lowest acceptable revenue per hour (labor + materials +
er Billable Hour markup). Must cover COGS + overhead + profit. (Typical:
P $100-$200+ depending on trade)
Revenue Potential $ = Total Capacity x Minimum Rate

Core Formula:

Revenue Potential = Total Capacity X Minimum Rate per Billable Hour

Real Example (using your $1,200,000 target + previous numbers)
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Line Item Value Notes
Total Capacity 191;)(:10r(s) From 8.2 (6 workers x 1,500 billable hrs)
Minimum Rate per $130 Your lowest profitable rate (covers costs + 10% profit)
Billable Hour
Revenue Potential $1,170,000 9,000 x $130
Annual Revenue Target $1,200,000 From earlier worksheet
(from 8.1)
Gap ~$30,000 You are $30k short at minimum rate — need to raise

price, add hours, or hire

What this tells you instantly:

e At your minimum rate, your current team can only produce $1.17M.

e You need to either:
o Increase your average rate to $133/hour (possible with better selling), or
o Hire 1 more tech, or

o Accept a slightly lower profit goal.

How to Use This Worksheet Every Year

1. Fill it out after 8.1 and 8.2 (takes 2 minutes).

2. If Revenue Potential < Annual Target — you have a clear action plan (hire, train, or raise
prices).

3. If Revenue Potential > Annual Target — you have extra capacity for growth or more
profit.

4. Review it every October when planning the next year.

This is the final “reality check” before you lock in your full annual plan.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)

REVENUE
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POTENTIAL WORKSHEET For the Year:

Business Name:

Date Completed:

Line Item Value Source / Notes
Total Capacity hours From 8.2 Labor Capacity Worksheet
Minimum Rate per Billable Hour $ Lowest acceptable revenue per hour
Revenue Potential $ = Capacity X Minimum Rate

Formula Used: Revenue Potential = Total Capacity x Minimum Rate per Billable Hour

Comparison to Goal Annual Revenue Target (from 8.1): § Gap or Surplus:
$ (higher / lower)
Approval / Review Owner Signature: Date:
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8.4 Gap Analysis Worksheet

This worksheet is the final reality check of your entire planning system. It takes the two
numbers you already calculated and shows you — in plain dollars — exactly how much you are
over or under your goal with your current team and pricing.

It connects everything:

e Revenue Target — from 8.1 Annual Revenue Target Worksheet
o Revenue Potential — from 8.3 Revenue Potential Worksheet

e Result — the Revenue Gap (positive or negative)

This single page tells you whether your plan is realistic before you start the year.
Why This Worksheet is Critical for Contractors

e It forces you to face the truth: Can your current crew actually hit your revenue goal at a

profitable rate?

o Ifthere’s a gap, you now have a clear action list (hire, raise prices, cut overhead, improve

efficiency).
e No more guessing or “hoping” — you know exactly how much you need to close.

e Most contractors skip this step and wonder why they’re stressed in July.

8.4 Gap Analysis Worksheet (Full Detail + Guidance)

Line Item Your Number Source
Revenue Target $ From 8.1 Annual Revenue Target Worksheet
Revenue Potential $ From 8.3 Revenue Potential Worksheet
Revenue Gap $ = Revenue Target — Revenue Potential

Core Formula:
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Revenue Gap = Revenue Target — Revenue Potential

o Positive gap = You have extra capacity (great for growth or higher profit).

e Negative gap = You are short — need to fix it now.

Real Example (using your $1,200,000 target + previous numbers)

Line Item Amount Notes
Revenue Target $1,200,000 From 8.1
Revenue Potential $1,170,000 From 8.3 (9,000 hours x $130 min rate)

Revenue Gap —$30,000 Short by $30,000

What this tells you instantly: You are $30,000 short with your current team at minimum rates.
Action options:

e Raise average rate by ~$3.33/hour

Add ~230 more billable hours (hire part-time help or reduce non-billable time)

Lower overhead or profit goal slightly

Or combine a few small changes

How to Use This Worksheet Every Year

1. Fill it out after 8.1, 8.2, and 8.3 (takes 30 seconds).

2. If the gap is negative — create your “Gap Closure Plan” (hire, price increase, marketing
push).

3. Review and update every October when building next year’s plan.

4. Share it with your accountant or business coach — it’s the perfect one-page summary.

This worksheet turns your entire Section 8 into a complete, actionable system.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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GAP
ANALYSIS WORKSHEET For the Year:
Business Name:
Date Completed:
Line Item Value Source

Revenue Target $ From 8.1 Annual Revenue Target Worksheet
Revenue Potential $ From 8.3 Revenue Potential Worksheet
Revenue Gap $ = Target — Potential
Formula Used: Revenue Gap = Revenue Target — Revenue Potential
Gap Closure Plan (if negative)

1.

2.

3.
Approval / Review Owner Signature: Date:
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8.5 Hiring Plan Worksheet

This worksheet is the action step that turns your Revenue Gap (from 8.4) into a concrete hiring
decision. It answers the exact question every contractor needs to know: “How many more
workers do I need to hire to hit my Annual Revenue Target with my current pricing?”

It connects directly to everything you’ve built so far:

e Revenue Gap — from 8.4 Gap Analysis Worksheet

e Rate — from 8.3 Revenue Potential Worksheet (your Minimum Rate per Billable
Hour)

o Billable Hours — from 8.2 Labor Capacity Worksheet (realistic hours per worker)

Why This Worksheet Matters for Contractors

o [t stops the guesswork (“Should I hire another tech?”).

e Gives you an exact headcount number so you can start recruiting now (before peak
season).

e Shows whether you need full-time, part-time, or just overtime.

e Prevents both under-staffing (lost revenue) and over-staffing (payroll problems).

8.5 Hiring Plan Worksheet (Full Detail + Guidance)

Line Item Your Number Source
Revenue Gap $ From 8.4 Gap Analysis Worksheet (use the absolute shortfall)
Rate $ Minimum Rate per Billable Hour (from 8.3)
Billable Hours Realistic billable hours per worker (from 8.2)
Workers Needed Additional workers required

Core Formula:

Revenue Gap
Rate x Billable Hours

Workers Needed =

(Round up to the nearest 0.25 or 0.5 if you want part-time options.)
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Real Example (continuing your $1,200,000 target)

Line Item Amount Notes
Revenue Gap $30,000  From 8.4 (you were short $30k)
Rate $130 Minimum profitable rate per hour
Billable Hours 1,500 Per worker (from 8.2)

Workers Needed 0.15 =$30,000 =+ ($130 x 1,500)

What this tells you instantly: You need just 0.15 of a full-time worker to close the gap. Real-
world action:

e Hire 1 part-time tech (or a helper) for 20-25 hours/week, OR
e Give current team overtime, OR

o Raise your average rate slightly and need zero new hires.

How to Use This Worksheet Every Year

1. Fill it out after 8.1-8.4 (takes 1 minute).
If Workers Needed > 0 — start recruiting now (October/November is perfect).

If Workers Needed = 0 — you’re good — focus on marketing instead.

Eall

Update every October and use it in your hiring ads (“We’re growing — join our team!”).

This worksheet completes your entire labor-planning system.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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HIRING

PLAN WORKSHEET For the Year:

Business Name:

Date Completed:
Line Item Value
Revenue Gap $
Rate $
Billable Hours
Workers Needed

Source
From 8.4 Gap Analysis Worksheet
Minimum Rate per Billable Hour
Per worker (from 8.2)

= Gap + (Rate x Billable Hours)

Formula Used: Workers Needed = Revenue Gap + (Rate x Billable Hours)

Hiring Action Plan

0 Hire full-time worker(s)

o Hire part-time / helper(s)

o Use overtime instead

O Raise prices (no new hires needed)

o Other:

Approval / Review Owner Signature:

Date:
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8.6 Seasonality Map Worksheet

8.6 Seasonality Map Worksheet

This worksheet is the blank, fillable version of the Seasonality Map from Section 6. Here you
document exactly how your contracting business’s revenue naturally flows across the 12 months.

Each month gets a weight (a decimal) and the 12 weights must add up to exactly 1.00.

Why This Worksheet Matters
o It replaces the guesswork of “some months are busy” with precise percentages.
o It feeds directly into the Monthly Revenue Plan (8.7).

e Once complete, you’ll know exactly when to push marketing, hire, or save cash.

How to Fill It (2-minute process)
1. Pull your last 2—3 years of monthly revenue totals.
2. Divide each month’s total by the grand annual total — that’s your weight.
3. Or start with the example below and tweak for your trade/location.
4. Double-check the total equals 1.00.

Example Weights (same as the one we used earlier): Jan 0.05, Feb 0.06, Mar 0.08, Apr 0.09,
May 0.10, Jun 0.11, Jul 0.11, Aug 0.10, Sep 0.09, Oct 0.08, Nov 0.07, Dec 0.06 — Total = 1.00

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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SEASONALITY MAP WORKSHEET For the Year:

Business Name:

Date Completed:

Month

January
February
March
April

May

June

July
August
September
October
November
December
TOTAL

Weight

1.00

Instructions: All 12 weights must add up to exactly 1.00.

Approval / Review Owner Signature:

Date:
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8.7 Monthly Revenue Plan Worksheet
This worksheet takes your Annual Revenue Target and instantly calculates every monthly
target using the weights from 8.6. It is the blank version of the full Monthly Revenue Plan we

built in Section 7.

Why This Worksheet Matters

e Gives you 12 clear, realistic monthly sales targets.
o Shows exactly what “winning the month” looks like.

e Prevents the feast-or-famine cash flow rollercoaster.

Formula (already built in): Monthly Target = Annual Target x Weight

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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MONTHLY
REVENUE PLAN WORKSHEET For the Year:

Business Name:

Annual Revenue Target: $

Date Completed:

Month Weight Monthly Target

January

February

March

April

May

June

July

August

September

October

November

December

TOTAL 1.00

L R R - - - - - - - B - R - - TS - - - B -

(must match Annual Target)

Instructions: Copy weights from 8.6 Seasonality Map Worksheet. Monthly Target = Annual
Target x Weight

Approval / Review Owner Signature:

Date:
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SECTION 9 — CHECKLISTS

9.1 Annual Planning Checklist

This is the final “mission complete” page of your entire planning system. It’s a simple, one-
page checklist that guarantees you’ve finished every critical step from Sections 6—8 before you

move into the new year.

Think of it as your pre-flight checklist — nothing gets overlooked, and you walk into January
with total confidence that your revenue plan is realistic, achievable, and tied directly to your

actual labor capacity.

Why This Checklist is Powerful for Contractors

e It forces accountability (no more “I think I did everything”).

o It links every worksheet you just built (8.1-8.7).

e Once everything is checked, you can print it, sign it, and keep it in your business binder
as your official 202X plan.

e Review it again every October when you rebuild next year’s plan.

9.1 Annual Planning Checklist (Full Detail + Quick Reference)

e 01 calculated my annual revenue target — Completed in 8.1 (Overhead + COGS +
Profit Goal)

e 01 calculated my labor capacity — Completed in 8.2 (realistic billable hours x number
of workers)

e 01 calculated my revenue potential —» Completed in 8.3 (capacity x minimum rate)

o 0l identified my revenue gap — Completed in 8.4 (target vs. potential)

e 0Ol created my hiring plan — Completed in 8.5 (exact number of new workers needed)

e 01 built my seasonality map — Completed in 8.6 (weights that total 1.00)

e 01 created my monthly revenue plan — Completed in 8.7 (12 exact monthly targets)

When every box is checked, your plan is 100% complete and battle-ready.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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— CHECKLISTS 9.1 Annual Planning Checklist For the Year:

Business Name:

Date Completed:

ANNUAL PLANNING CHECKLIST

0 I calculated my annual revenue target (8.1)

0 I calculated my labor capacity (8.2)

o I calculated my revenue potential (8.3)

O I identified my revenue gap (8.4)

O I created my hiring plan (8.5)

o I built my seasonality map (8.6)

o I created my monthly revenue plan (8.7)

P4 One LLC

SECTION 9

Final Sign-Off I confirm all steps above are complete and my 20 plan is ready.

Owner Signature: Date:
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SECTION 10 — WHY MOST
CONTRACTORS NEVER PLAN

WHY MOST CONTRACTORS NEVER PLAN

This short but powerful section is the “why it all matters” closer to the entire planning system
you’ve just built (Sections 6-9). It explains exactly why so many good, hard-working contractors
stay stuck in chaos year after year — and how the worksheets you now have (8.1 through 8.7 +
the checklist) completely change the game.

The Hard Truth Most Contractors Live With

Most contractors run their business project-to-project instead of year-to-year. They wake up
every Monday hoping the phone rings, chase every lead that comes in, and end the year
wondering “Where did all the money go?”

They never build a real revenue plan because:

o It feels complicated
e They’re too busy “in the truck”

e They think “planning is for big companies”

The result? A business that controls them instead of the other way around.
Without Capacity Planning — The 3 Painful Consequences

* Hiring decisions become reactive Example: It’s June, you’re slammed, so you panic-hire a
tech at the worst possible time (high season, expensive recruiters, no time to train). Three months
later work slows down and you’re stuck paying someone you don’t need. — With your new
worksheets (8.2, 8.3, 8.4, 8.5), you know in October exactly how many people you need for next

year.

* Revenue becomes unpredictable Example: January and February are dead, so you freak out
and cut marketing. Then May hits and you’re turning away work because you’re understaffed.
Cash flow is a nightmare. — Your Seasonality Map (8.6) + Monthly Revenue Plan (8.7) tell you

the exact target for every single month — no more surprises.
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* Profit becomes inconsistent Example: You hit $1.2M in revenue but only take home $40k
because you had no idea your real capacity was only 9,000 hours and you were selling jobs too
cheap just to stay busy. — Sections 8.1-8.4 force you to calculate the right revenue target based

on real numbers, not hope.

The Transformation: From Reactive to Strategic

Annual planning (the exact system you now own) flips everything:

Reactive Contractor (Most People) Strategic Contractor (You Now)
Hires when desperate Knows exact headcount needed 3—6 months early
Revenue is a rollercoaster 12 clear monthly targets — steady cash flow
Profit is whatever is left at year-end Profit is planned and protected from day one

Works harder every year, same results ~ Works smarter — more profit, less stress

This is why the top 5—-10% of contractors in every trade pull away from everyone else. They
don’t work harder — they plan better.

You now have the complete toolkit. The only thing left is to use it.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — perfect as the final page of your business plan binder)
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WHY MOST CONTRACTORS NEVER PLAN For the Year:

Business Name:

Date Completed:

Many contractors work project to project without a yearly revenue strategy.

Without capacity planning:

* Hiring decisions become reactive * Revenue becomes unpredictable * Profit becomes

inconsistent

Annual planning transforms a contracting business from reactive to strategic.

My Commitment I have completed my full Annual Revenue Plan (Sections 6-9). I refuse to run

another year on hope and reaction.

Owner Signature: Date:
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SECTION 11 — SCHEMAS

11.1 Annual Planning Schema (Text-Only)
WHY MOST CONTRACTORS NEVER PLAN

This short but powerful section is the “why it all matters” closer to the entire planning system
you’ve just built (Sections 6-9). It explains exactly why so many good, hard-working contractors
stay stuck in chaos year after year — and how the worksheets you now have (8.1 through 8.7 +

the checklist) completely change the game.

The Hard Truth Most Contractors Live With

Most contractors run their business project-to-project instead of year-to-year. They wake up
every Monday hoping the phone rings, chase every lead that comes in, and end the year

wondering “Where did all the money go?”

They never build a real revenue plan because:

o It feels complicated
e They’re too busy “in the truck”

e They think “planning is for big companies”
The result? A business that controls them instead of the other way around.

Without Capacity Planning — The 3 Painful Consequences

* Hiring decisions become reactive Example: It’s June, you’re slammed, so you panic-hire a
tech at the worst possible time (high season, expensive recruiters, no time to train). Three months
later work slows down and you’re stuck paying someone you don’t need. — With your new
worksheets (8.2, 8.3, 8.4, 8.5), you know in October exactly how many people you need for next

year.

* Revenue becomes unpredictable Example: January and February are dead, so you freak out

and cut marketing. Then May hits and you’re turning away work because you’re understaffed.
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Cash flow is a nightmare. — Your Seasonality Map (8.6) + Monthly Revenue Plan (8.7) tell you

the exact target for every single month — no more surprises.

* Profit becomes inconsistent Example: You hit $1.2M in revenue but only take home $40k
because you had no idea your real capacity was only 9,000 hours and you were selling jobs too
cheap just to stay busy. — Sections 8.1-8.4 force you to calculate the right revenue target based

on real numbers, not hope.

The Transformation: From Reactive to Strategic

Annual planning (the exact system you now own) flips everything:

Reactive Contractor (Most People) Strategic Contractor (You Now)
Hires when desperate Knows exact headcount needed 3—6 months early
Revenue is a rollercoaster 12 clear monthly targets — steady cash flow
Profit is whatever is left at year-end Profit is planned and protected from day one

Works harder every year, same results ~ Works smarter — more profit, less stress

This is why the top 5—-10% of contractors in every trade pull away from everyone else. They
don’t work harder — they plan better.

You now have the complete toolkit. The only thing left is to use it.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — perfect as the final page of your business plan binder)
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WHY MOST CONTRACTORS NEVER PLAN For the Year:

Business Name:

Date Completed:

Many contractors work project to project without a yearly revenue strategy.

Without capacity planning:

* Hiring decisions become reactive * Revenue becomes unpredictable * Profit becomes

inconsistent

Annual planning transforms a contracting business from reactive to strategic.

My Commitment I have completed my full Annual Revenue Plan (Sections 6-9). I refuse to run

another year on hope and reaction.

Owner Signature: Date:
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CHAPTER 4 — MARGIN LEAK
TRACKER

This entire chapter is your profit-protection engine — the system that stops the invisible 5-20%

of revenue that leaks out of most contracting businesses every single year.

Even if your pricing is perfect, your proposals are bulletproof, and your change orders are spot-
on, margin leaks will quietly destroy your profit. They are the silent killers because they don’t
show up as one big mistake — they show up as hundreds of tiny ones that add up to tens or

hundreds of thousands of dollars.

What Are Margin Leaks in a Contracting Business?

Margin leaks are any untracked, unmeasured, or uncontrolled loss of gross profit on every job

and across the entire company. Common real-world examples:

o Techs grabbing extra material “just in case” and never returning the leftovers
e Not charging for small add-ons or trip charges

o Inefficient routing (extra fuel + windshield time)

o Jobs running over estimated hours because of poor job planning

e Discounting or “throwing in” items to close the sale

e Inventory shrinkage or theft

e Subcontractors overbilling or poor quality rework

e Credit card fees not passed to customers

These leaks typically steal 5-20% of total revenue — money you worked hard to earn but never
see in your bank account.

This Engine Gives You Everything You Need to Stop the Bleeding

The Margin Leak Tracker is a complete, repeatable system that turns invisible losses into visible,

fixable numbers. It includes:

e A complete list of leak categories — every possible place money disappears

e A system to quantify leaks — exact dollar amounts every week
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o A weekly review process — 15-minute team huddle to catch issues fast
e A monthly summary process — big-picture report so you can see trends
e A full worksheet — plug-and-play tracker

e A full log — permanent record of every leak found and fixed

e A full schema — visual map of how the system works

o A full checklist — your “no leaks allowed” guarantee

Once this engine is running, you’ll know exactly where your profit is going and how to plug each

hole permanently.

Most contractors never track this stuff — that’s why they work harder every year but take home
the same (or less). You now have the professional system the top 5% of contractors use to protect

every dollar.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — perfect as the official first page of Chapter 4 in your business binder)
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MARGIN LEAK TRACKER

For the Year:

Business Name:

Date Completed:

Even profitable contractors often lose 5-20% of revenue through margin leaks that are never

tracked or measured.

Margin leaks are the silent killers of contracting businesses.

You can have perfect pricing, perfect proposals, and perfect change orders — and still lose

money if leaks are not tracked and eliminated.

This engine gives you:

O A complete list of leak categories 0 A system to quantify leaks o A weekly review process O

A monthly summary process O A full worksheet o A full log o A full schema o A full checklist

Goal: Identify, quantify, and eliminate profit loss across your entire operation.

Owner Commitment I will implement the Margin Leak Tracker starting

and protect every dollar of gross profit.

Owner Signature:

Date:
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SECTION 1 — WHAT A MARGIN LEAK IS

This is the foundation page of the entire Margin Leak Tracker system. It gives you a crystal-
clear definition so every person in your company (techs, installers, office staff, and you) instantly

recognizes a leak when they see it — instead of letting it silently drain your profit.

Official Definition
A margin leak is any event, mistake, behavior, or oversight that causes you to lose profit.

It is not a pricing mistake or a bad estimate. It is not something you can see on a P&L report. It

is the hidden, everyday stuff that quietly steals gross profit after the job is sold.

Margin Leaks Are Usually:

e Small — $25 here, $40 there, $12 on that job

o Frequent — happen on almost every job, every week

e Hidden — no one writes them down, so they never show up in your books
o Untracked — most contractors have no system to measure them

o Expensive — 5-20% of your total annual revenue disappears every single year

That last point is the one that shocks most owners: If you do $1,200,000 in revenue, you are
probably losing $60,000 — $240,000 in pure profit to leaks — and you’ve never seen it on a
report.

Real Contractor Examples (so you can spot them immediately)

e Tech grabs $180 of extra copper “just in case” and leaves it on the truck (never returned)
e Office gives a $75 “courtesy discount” to keep a customer happy

o Installer doesn’t charge for the extra 45 minutes of travel because “it’s close”

e Job runs 3 hours over because the crew didn’t preload the truck the night before

e Credit card fee of $35 is eaten instead of passed to the customer

e Subcontractor adds an unapproved $120 change that you eat

Each one feels tiny. Together they destroy your year.
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The Good News

This entire Margin Leak Tracker engine (the worksheets, logs, weekly reviews, and checklist
you’re about to get) was built specifically to find, measure, and permanently eliminate these

leaks.

Once you start tracking them, most contractors recover 8—15% of revenue in the first 90 days —

with zero price increases and no extra marketing.

This is the difference between “I’m doing okay” and “I’m actually keeping the profit I earned.”

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — perfect as the official first page of Chapter 4)
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WHAT A MARGIN LEAK IS For the Year:

Business Name:

Date Completed:

A margin leak is any event, mistake, behavior, or oversight that causes you to lose profit.

Margin leaks are usually: « Small « Frequent *« Hidden ¢ Untracked « Expensive

Most contractors lose 5-20% of annual revenue to leaks.

This engine eliminates that loss.

My Commitment Starting today, I will treat every margin leak as profit theft and track it until it

is gone.

Owner Signature: Date:
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SECTION 2 — MARGIN LEAK
CATEGORIES (FULL LIST)

2.1 Labor Leaks

Labor leaks are the single biggest profit killer in most contracting businesses. Labor usually
represents 30—50% of your total cost of goods sold (COGS), so even small inefficiencies here
compound fast. These leaks happen after the job is sold — the customer has already agreed to the
price, but your actual labor cost ends up higher than what you budgeted.

Unlike materials (which you can see on a receipt), labor leaks are invisible on paper until you
deliberately track them. They show up as jobs that “should have been profitable” but
mysteriously aren’t. The 9 labor leaks below are the most common ones that steal 3—12% of
revenue in companies that don’t track them.

Here’s each one broken down with real-world examples, typical cost per job or per year, why it
happens, and how much it actually hurts your bottom line.

1. Underbidding Labor

You quote the job based on an optimistic or outdated labor rate instead of your real burdened
cost (wages + payroll taxes + workers’ comp + benefits + overhead allocation). Example: You
quote a tech at $65/hour when your true burdened rate is $92/hour. On a 10-hour job you lose
$270 instantly. Typical cost: $200-$800 per medium job. Across 300 jobs/year = $60,000—
$240,000 lost. Why it happens: Salespeople or owners still use “what we charged last year”
instead of current numbers.

2. Underestimating Hours

You (or your estimator) simply guess too low on how long the job will actually take — missing
hidden complexities, access issues, or code requirements. Example: You estimate 6 hours for a
boiler install; it actually takes 9.5 hours because of old piping and a permit delay. Typical cost:
20-40% overage on labor hours per job. On a $4,000 job that’s $400-$800 straight off your
gross profit. Why it happens: No standardized estimating checklist or historical job data is
reviewed.

3. Unbilled Labor

Time is spent on the job (or related to it) but never gets invoiced to the customer. Example: Tech
spends 45 minutes diagnosing before the official service call starts, or stays 30 minutes after
completion to “make sure it’s perfect” without charging. Typical cost: 0.5-2 hours per job at
your full rate. On 20 service calls/month = $2,000—$8,000/month lost. Why it happens: Techs
think “the customer won’t like it” or no one tracks unbilled time.
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4. Travel Inefficiency

Excessive or poorly planned driving between jobs, multiple trips to the supply house, or not
grouping calls by location. Example: Tech drives 45 extra miles round-trip because jobs weren’t
batched geographically. At $0.67/mile + 45 minutes of paid time = $85 wasted. Typical cost:
$40-$120 per day per tech. With 5 techs = $50,000-$150,000/year. Why it happens: No daily
routing system or GPS optimization.

5. Rework

Fixing mistakes, callbacks, or warranty work that should have been done right the first time.
Example: Tech installs the wrong size capacitor; customer calls back two days later — another 2
hours + $80 in parts, all at your expense. Typical cost: $300—$1,200 per rework incident. Even
1-2 per month = $10,000-$25,000/year. Why it happens: Rushed work, poor training, or no
quality-check process before leaving the job.

6. Low Productivity

Techs move slower than the industry benchmark because of distractions, poor habits, or lack of
accountability. Example: A tech who should complete 7 service calls/day only does 5 because of
long breaks, personal calls, or inefficient tool organization. Typical cost: 15-25% lower output.
One tech at $130/hour billed rate x 300 lost hours/year = $39,000 lost revenue. Why it happens:
No daily or weekly productivity targets and no tracking of billable vs. non-billable time.

7. Poor Scheduling

Jobs are booked with unrealistic gaps, back-to-back calls that create overtime, or long gaps
where techs are paid but idle. Example: Morning job finishes at 10:30 a.m., next job is
scheduled for 2 p.m. — 3 hours of paid downtime. Typical cost: 1-3 hours of paid but non-
billable time per tech per week. With 6 techs = $25,000-$75,000/year. Why it happens:
Scheduler doesn’t use real drive times or buffer properly.

8. Waiting on Materials

Tech arrives at the job without everything needed, then waits or makes extra trips. Example: Job
starts but missing a $12 valve — tech waits 45 minutes while someone runs to the supply house
(or worse, reschedules). Typical cost: 30-90 minutes per occurrence at full burdened rate. Even
twice per week across the crew = $15,000-$40,000/year. Why it happens: No pre-job material
check or poor inventory management on the truck.

9. Waiting on Client Decisions
Tech is on site but can’t proceed because the homeowner hasn’t decided on options, colors, or
upgrades. Example: Install crew waits 1.5 hours while customer “thinks about” the upgraded

unit. Typical cost: $150-$400 per incident in lost labor time. Multiple times per month adds up
fast. Why it happens: Sales process didn’t lock in decisions before scheduling the work.
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The Bottom-Line Impact of Labor Leaks

These 9 leaks rarely happen in isolation — they stack on the same job. A single “normal” day
can easily leak $300-$600 in labor profit. Multiply that by 250 working days and you’re looking
at $75,000-$150,000 per year in a mid-sized company.

The scary part? Most owners never see these numbers because they’re not tracked. That’s
exactly why the rest of this Margin Leak Tracker (weekly reviews, logs, and checklists) exists —
to turn these invisible leaks into visible, fixable items.

Labor leaks are usually the easiest to measure and stop because they happen in real time on every
job. Once you start logging them, your crew actually starts catching themselves (“Hey, we’re
creating a leak here”).

2.2 Material Leaks

Material leaks are the second-biggest profit Killer after labor — and they’re often even easier to
miss. In most contracting businesses, materials and parts represent 25-45% of total COGS.
Unlike labor (which you can sometimes “feel” is off), material leaks hide in plain sight on trucks,
job sites, supply houses, and invoices.

These leaks happen after the job is sold: the customer paid for the exact materials you quoted,
but you end up using more, losing, or under-charging for them. The 8 material leaks below are
the most common ones that quietly drain 2—-10% of revenue in companies without a tracking
system. Each one is small on a single job but adds up to tens of thousands of dollars across a
year.

Here’s each one broken down with real-world examples, typical cost per job or per year, why it
happens, and the real damage it causes.

1. Waste

Extra material is purchased or cut “just in case,” then thrown away, left on the job site, or never
used. Example: HVAC tech buys 60 feet of ductboard for a 42-foot run and scraps the rest. Or
plumber cuts pipe too short twice on the same job. Typical cost: $25-$150 per job in wasted pipe,
wire, fittings, or sheet metal. On 250 jobs/year = $8,000-$35,000 lost. Why it happens: No pre-
cut lists, poor measuring habits, or “better safe than sorry” mindset.

2. Breakage

Material gets damaged during transport, handling, or installation and isn’t charged back to the job.
Example: Sheet of drywall cracks while unloading, or a $90 condensate pump is dropped and
replaced without adding it to the invoice. Typical cost: $40-$250 per incident. Even 2-3
breakages per month across the crew = $5,000-$15,000/year. Why it happens: Rushed loading,
no protective packaging on trucks, or techs don’t report it because “it’s only $60.”
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3. Theft

Tools, parts, or job materials walk off the truck, job site, or warehouse. Example: Copper fittings,
refrigerant, or a box of breakers disappear between the supply house and the job. Or a tech’s truck
is broken into overnight. Typical cost: $100-$500+ per theft event. In companies without cameras
or inventory logs, annual losses easily hit $10,000-$40,000. Why it happens: No daily inventory
counts, unlocked trucks, or no policy requiring techs to lock up every night.

4. Mis-measurement

You order or cut the wrong quantity because measurements were taken incorrectly or not double-
checked. Example: Flooring installer measures 180 sq ft but the room is actually 210 sq ft — must
buy and pay for the extra on the spot. Or wire is ordered 15% short. Typical cost: 10-30% overage
on the material line. On a $3,000 kitchen remodel that’s $200—$600 straight loss. Why it happens:
No standardized measuring checklist or second-person verification on bigger jobs.

5. Wrong Materials Purchased

Tech or purchaser buys the incorrect item (wrong size, brand, or spec) and can’t return it in time.
Example: Ordered 3-ton instead of 2.5-ton condenser, or PVC instead of CPVC schedule 40. Must
eat the cost or delay the job. Typical cost: $150-$800 per mistake. Even one per month = $3,000—
$10,000/year. Why it happens: Verbal orders without written specs, no photo confirmation from
the job site, or rushed supply-house runs.

6. Unreturned Materials

Extra material is brought back to the shop or truck but never credited back to the job or returned
to the supplier. Example: $220 of unused PEX tubing sits on the truck for months, then gets used
on a different job without adjusting the original invoice. Typical cost: $50-$300 per job that isn’t
credited. Across the year this is one of the biggest silent leaks — often $15,000-$45,000. Why it
happens: No return-to-stock process or job-cost reconciliation at the end of each day.

7. Missing Receipts

You buy material on the job (emergency run) but the receipt is lost, never turned in, or not attached
to the job. Example: Tech spends $87 at the supply house for a part but pockets the receipt —
accounting can’t bill the customer or deduct it properly. Typical cost: $30-$200 per missing
receipt. With 10-15 per month = $6,000-$20,000/year. Why it happens: No policy requiring
photos of receipts or immediate submission via app.

8. No Markup Applied
Material is sold at cost (or near cost) instead of your standard 30—-60% gross margin markup.

Example: “I’ll just throw in the $120 filter” or “The customer is nice, so I won’t mark up the
capacitor.” Typical cost: 30—50% of the material line lost on that job. On a $2,500 job with $800
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in parts that’s $250-$400 profit gone. Why it happens: Techs or salespeople aren’t trained on
pricing policy or feel pressure to discount to close the sale.

The Bottom-Line Impact of Material Leaks

These 8 leaks compound on the same job and across every job. A typical service call or small
install can easily leak $75-$250 in materials alone. In a $1,200,000 company this category alone
can steal $30,000-$100,000+ per year — money you already collected from the customer but
never kept.

The worst part? Most of these never show up in your accounting software. The job looks
“profitable” on paper because the leak was never logged. That’s why the weekly review process
and leak log (coming later in this chapter) are non-negotiable — they force these invisible losses
into the light so you can kill them permanently.

Material leaks are usually the fastest to fix once you start tracking them (many can be stopped with
simple checklists and truck audits). Your crew will start catching themselves within the first two
weeks.

2.3 Change Order Leaks

Change order leaks are among the most expensive and frustrating margin leaks in contracting
because they happen after the original job is sold and priced. The customer has already agreed
to the base contract, but any additional work, extras, or scope changes become a separate profit
opportunity — and these leaks turn that opportunity into a direct loss.

In many trades (remodeling, HVAC installs, plumbing, electrical, roofing, etc.), change orders can
represent 10-30% of total job revenue. When they leak, you’re not just losing the extra profit —
you’re often doing the work at a loss or for free. These 5 change order leaks are extremely common
and typically steal 1-6% of annual revenue in companies that don’t have a strict change-order
system. They’re “silent” because the customer still pays something, but you never recover what
you should have.

Here’s each one broken down with real-world examples, typical cost, why it happens, and the
actual damage.

1. Missed Change Orders

You perform extra work that the customer requested or that the job required, but no one documents
it as a change order. Example: Homeowner asks the crew to move an outlet or add a new vent
while the walls are open — crew does it “to be nice” but never writes it up. Typical cost: $150—
$1,200 per missed change. On 15-20 missed changes per year = $10,000—$25,000 lost. Why it
happens: Techs or installers are focused on finishing the job and fear “nickel-and-diming” the
customer.
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2. Late Change Orders

The extra work is done first, and you try to bill the change order days or weeks later (sometimes
after the final invoice). Example: During a kitchen remodel you discover rotted framing and fix it
immediately — the change order is written two weeks later when the customer has already moved
back in. Typical cost: Customer disputes or refuses to pay 30—70% of the time. Average loss
$400-$2,500 per late change. Why it happens: No policy requiring change orders to be signed
before the work starts.

3. Underpriced Change Orders

You issue a change order but price it too low (forgetting labor, markup, overhead, or complexity).
Example: Customer wants upgraded lighting fixtures — you quote only the material cost and
forget the extra 3 hours of labor plus 40% markup. Typical cost: You lose 25-50% of the profit
you should have made. A $1,500 change that should have been $2,200 profit becomes $800 or
less. Why it happens: Techs or salespeople price changes on the spot without using your standard
pricing sheet or calculator.

4. Unapproved Change Orders

Work is performed without written customer approval (or any approval at all). Example: You
decide to upgrade to a better brand of pipe “for quality” and just do it — customer later refuses to
pay the difference. Typical cost: Entire change order amount becomes a loss ($300-$3,000+).
Happens more often than owners admit. Why it happens: Pressure to “keep the job moving” or
assumption that “they’ll be fine with it.”

5. Verbal Approvals Only

Customer says “yes” over the phone or in person, but there is no written signature, email
confirmation, or text trail. Example: “Go ahead and add the smart thermostat” — verbal only.
When the final bill comes, customer claims “I never approved that.” Typical cost: 40—-80%
collection rate on verbal changes. Average loss $250-$1,500 per incident. Why it happens: Old-
school habit of trusting verbal agreements instead of using a quick digital change-order form.

The Bottom-Line Impact of Change Order Leaks

These 5 leaks hit especially hard because change orders are supposed to be pure profit boosters
— higher margins than the original job with almost no marketing cost. When they leak, you’re not
only losing the extra revenue but often eating labor and material at cost or below. In a $1,200,000
company, change order leaks alone can easily drain $15,000-$70,000 per year.

Many owners think “we’re pretty good with change orders,” but until they start logging every
missed or underpriced one, they never see the true damage. The worst part is that these leaks
damage customer relationships too — disputes over money at the end of a job create bad reviews
and lost referrals.
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Change order leaks are the fastest to stop once you have a system (a simple 1-page change-order
form, required signatures before work starts, and daily logging). Most companies that implement
the Margin Leak Tracker see these leaks drop 70-90% in the first 60 days.

2.4 Subcontractor Leaks

Subcontractor leaks are one of the most dangerous categories because they are completely outside
your direct control — yet they still hit your gross profit. When you use subs (for excavation,
electrical, drywall, roofing, plumbing tie-ins, etc.), the customer pays you the full amount, but any
overage, mistake, or delay on the sub’s side comes straight out of your margin.

These leaks are especially painful because subs often represent 15-35% of total job cost. A single
bad sub relationship can leak thousands on one job. The 5 subcontractor leaks below are extremely
common and typically drain 1-7% of annual revenue in companies that don’t track them
rigorously. They’re “silent” because the work still gets done and the customer pays, but your profit
disappears.

Here’s each one broken down with real-world examples, typical cost, why it happens, and the real
damage.

1. Sub Overages

The subcontractor bills you more hours or more material than was originally quoted (without prior
approval). Example: You quoted the sub $4,800 for a full electrical rough-in; they bill you $6,300
because “the walls were harder to fish than expected.” You eat the $1,500 difference. Typical cost:
$500-$3,000 per job. On 2030 subbed jobs per year = $15,000-$60,000 lost. Why it happens:
No firm written scope of work, no cap on hours, or no pre-approval process for extras.

2. Sub Mistakes

The sub performs the work incorrectly, requiring you to fix it or pay someone else to correct it.
Example: Plumber installs the wrong size drain line — you have to rip out finished drywall and
redo it at your own labor and material cost. Typical cost: $800-$4,500 per mistake (labor +
material + schedule delay). Even 3—4 incidents per year = $10,000-$25,000. Why it happens:
You hired based on price instead of proven quality, or no quality-check inspection before paying
the sub.

3. Sub Delays

The subcontractor shows up late, works slowly, or causes the entire job to run behind schedule.
Example: HVAC sub promises to be on site Monday but arrives Thursday — your whole crew
sits idle or you have to pay overtime to catch up. Typical cost: $300—$1,200 per day of delay (idle
crew time + possible customer penalties). A single delayed job can leak $2,000-$5,000. Why it
happens: No penalty clause in the sub agreement and no backup subs on speed dial.

Contractor Authority System™ | P4 One LLC | authority.p4one.com



Contractor Authority System™ P4 One LLC

4. Sub Rework

The sub has to come back to fix their own mistakes (or you have to send them back), and you pay
for the return trip or eat the labor. Example: Roofer leaves flashing gaps — leaks appear after the
first rain. You pay the sub again to come back or hire someone else while the customer is furious.
Typical cost: $400-$2,000 per rework call (plus damage to your reputation). 5—10 rework events
per year = $8,000-$20,000. Why it happens: No warranty clause requiring the sub to fix issues
at their own expense, or poor initial vetting.

5. Sub Price Increases

The sub raises their price mid-job or on the next job without notice, and you can’t pass the full
increase to the customer. Example: Concrete sub quotes $6,200 in January but bills $7,100 in
March because “fuel went up.” You already locked the customer price months earlier. Typical
cost: 10-25% surprise increase on every subbed portion. On $300,000 of annual sub work =
$15,000-$50,000 lost profit. Why it happens: No locked pricing for 30-90 days in the sub
agreement or no escalation clause.

The Bottom-Line Impact of Subcontractor Leaks

These 5 leaks compound quickly because one bad sub can affect multiple jobs. In a $1,200,000
contracting business that uses subs on even 30% of its work, subcontractor leaks routinely steal
$20,000-$80,000+ per year — money the customer already paid you that never reaches your
bottom line.

The most frustrating part? Many owners blame “bad subs” but never track the exact dollar loss per
sub. Once you start logging these in the Margin Leak Tracker, you can fire the worst 20% of your
subs and immediately boost profit — often more than a 10% price increase would deliver.

Sub leaks are fixable with iron-clad agreements, pre-job checklists, and daily logging. Companies
that implement this system usually cut sub-related leaks by 60—80% within 90 days and build a
much stronger, more reliable sub network.

2.5 Administrative Leaks

Administrative leaks are the most overlooked category because they don’t happen on the job site
— they happen in the office, in emails, in paperwork, and in communication gaps. Yet they quietly
destroy profit after the job is sold by creating delays, disputes, non-payments, or extra work that
never gets recovered.

These leaks don’t involve physical materials or labor hours — they involve missing proof, broken
processes, and poor information flow. In many contracting businesses, administrative leaks steal
1-5% of revenue because they cause jobs to drag on, customers to dispute invoices, or you to lose
entire change orders. The 6 administrative leaks below are incredibly common and typically cost
companies far more than most owners realize.
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Here’s each one broken down with real-world examples, typical cost, why it happens, and the real
damage.

1. Missing Documentation

Required paperwork (permits, lien waivers, warranties, material invoices, etc.) is never collected
or filed properly. Example: You finish a bathroom remodel but can’t close the file because the
plumber’s lien waiver is missing — customer withholds final payment until you chase it down.
Typical cost: $200-$1,500 per job in delayed or lost final payments + admin time. Across 100
jobs/year = $10,000-$40,000 lost. Why it happens: No checklist at job closeout and no one is
held accountable for collecting every document.

2. Missing Signatures

Critical approvals (contracts, change orders, final walkthroughs, payment schedules) are never
physically or digitally signed. Example: Customer verbally says the job looks great, but you never
get the signed completion form — when they later claim “it wasn’t finished,” you have no proof.
Typical cost: $300-$2,000 per disputed job (legal fees, lost retainage, or full credit). Happens on
5-10% of jobs. Why it happens: Old habit of “trusting the handshake” instead of requiring
signatures before leaving the site.

3. Missing Photos

Before, during, and after photos of the work (especially hidden work like plumbing, electrical, or
structural repairs) are never taken or saved. Example: Customer calls six months later claiming
you damaged their flooring — without photos you have no defense and must repair it free. Typical
cost: $500-$3,000 per warranty or dispute claim. Even 4-6 incidents per year = $8,000-$20,000.
Why it happens: Techs “don’t have time” or no policy requiring 5—10 mandatory photos per job
uploaded to the job file.

4. Missing Job Notes

Important details discovered on site (hidden damage, customer requests, material substitutions) are
never written down. Example: Crew finds rotted subfloor but doesn’t note it — later the customer
denies approving the extra $1,200 repair. Typical cost: $400-$2,500 per missed note that turns
into a dispute or unbillable extra. Why it happens: No standard place (app, notebook, or job
folder) for real-time notes and no daily upload requirement.

5. Poor Communication

Information gets lost between sales, office, field crew, and customer (wrong scope, missed
deadlines, wrong contact info). Example: Sales promises a Friday finish; crew was never told and
schedules it for Wednesday — customer is furious and demands a discount. Typical cost: $100—
$800 per miscommunication (discounts given, rushed overtime, or lost future work). With 10-15
per month = $15,000-$40,000/year. Why it happens: No centralized job communication system
(group text or project management app) and reliance on verbal handoffs.
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6. Scheduling Errors

Jobs are booked with wrong dates, wrong crew, wrong address, or overlapping times. Example:
Two jobs booked for the same tech at 8 a.m. across town — one gets canceled or you pay overtime
to fix it. Typical cost: $150-$600 per error (lost day, idle time, or customer cancellation). Even
2-3 errors per week = $20,000-$50,000/year. Why it happens: Manual calendar or outdated
software with no double-check process.

The Bottom-Line Impact of Administrative Leaks

These 6 leaks don’t feel dramatic on any single day, but they create a constant drag: delayed
payments, customer disputes, warranty claims, and lost referrals. In a $1,200,000 contracting
business, administrative leaks routinely cost $12,000-$60,000+ per year — money that was
already earned but never collected or was given away in disputes and discounts.

The dangerous part is that these leaks make your company look sloppy and unprofessional, which
hurts future sales more than the direct dollar loss. Most owners blame “bad customers” when the
real problem is missing systems.

Administrative leaks are actually the easiest to eliminate once you start tracking them — a simple
daily closeout checklist and digital job folder can cut these by 80% in the first 30 days. When every
job has complete documentation, signatures, and notes, your cash flow improves dramatically and
disputes almost disappear.

2.6 Equipment Leaks

Equipment leaks are the most expensive per incident category because they involve high-dollar
assets — trucks, tools, generators, scaffolding, lifts, or rented machinery. These leaks don’t happen
on every small service call, but when they do, they can wipe out the entire profit on a job in a
single day.

In most contracting businesses, equipment (owned or rented) represents a hidden but massive cost
center. These 4 equipment leaks are extremely common and typically drain 1-5% of annual
revenue because the costs are large, infrequent, and almost never tracked back to the specific job.
They’re “silent” because the equipment still gets used and the job still gets finished, but your profit
margin disappears in repair bills, late fees, or wasted fuel.

Here’s each one broken down with real-world examples, typical cost, why it happens, and the real
damage.

1. Rental Overruns
You rent equipment for a job but keep it longer than planned (or fail to return it on the exact due

date). Example: You rent a mini-excavator for a 3-day foundation job that ends up taking 5 days
because of weather or scope creep — the rental company charges you for the extra 2 days at full
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rate. Typical cost: $300-$1,200 per overrun incident. Even 4-6 overruns per year = $5,000—
$15,000 lost. Why it happens: No one is assigned to track rental return dates, and jobs run longer
than estimated.

2. Late Returns

Equipment is returned after the rental company’s cutoff time, triggering daily late fees or weekend
charges. Example: A scissor lift rented Friday is returned Monday morning instead of by close of
business Friday — you get hit with two extra full days plus weekend rates. Typical cost: $150—
$800 per late return. These add up fast when multiple pieces of equipment are out at once. Why it
happens: No end-of-day equipment checklist or dedicated person responsible for scheduling
returns.

3. Breakdowns

Owned or rented equipment fails on the job because of poor maintenance, and you either lose the
day or pay rush repair fees. Example: Compressor on your service truck dies mid-job — tech sits
idle for 4 hours while you source a replacement, or you pay $450 for same-day repair. Typical
cost: $400-$2,500 per breakdown (lost labor hours + repair + possible customer discount). Even
3-5 breakdowns per year = $8,000-$25,000. Why it happens: No preventive maintenance
schedule, no daily equipment inspection log, or “run it until it breaks” mindset.

4. Fuel Waste

Excessive fuel consumption from idling trucks, inefficient routing, or poor driving habits.
Example: Techs leave the truck running during long service calls or take inefficient routes because
no one is tracking miles or idling time. Typical cost: $40—$120 per week per truck in wasted fuel.
With 5 trucks that’s $10,000-$30,000 per year. Why it happens: No fuel log requirement, no GPS
tracking with idle alerts, or no accountability for fuel receipts tied to jobs.

The Bottom-Line Impact of Equipment Leaks

These 4 leaks hit hard and fast because one bad rental or breakdown can erase the profit on an
entire job. In a $1,200,000 contracting business, equipment leaks routinely cost $15,000-$60,000+
per year — money that was already built into your job pricing but never reached your pocket.

The frustrating part? Most owners blame “bad luck” or “rental companies” instead of seeing the
pattern. Once you start logging every rental overrun, late fee, breakdown, and fuel waste in the
Margin Leak Tracker, the numbers become impossible to ignore — and suddenly everyone starts
treating company equipment like it’s coming out of their own paycheck.

Equipment leaks are actually very easy to stop once tracked: a simple daily equipment checklist,

rental return calendar, and fuel log can cut this category by 70-90% in the first 60 days. Many
companies recover thousands just by enforcing return dates and basic maintenance.
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2.7 Client Behavior Leaks

Client behavior leaks are some of the most frustrating because they feel “out of your control” —
yet they still come directly out of your gross profit. These leaks happen when the customer’s
actions (or inactions) create extra time, extra work, or lost revenue that you cannot bill for.

The customer is not trying to hurt you, but their delays, indecision, or access problems turn
profitable jobs into money-losers. In most contracting businesses, client behavior leaks quietly
drain 1-6% of revenue because they extend job duration, create unpaid extras, or force you to
absorb costs. The 4 client behavior leaks below are extremely common and often the hardest for
owners to confront without a tracking system.

Here’s each one broken down with real-world examples, typical cost, why it happens, and the real
damage.

1. Client Delays

The customer is not ready when the crew arrives (or pushes the schedule back after you’ve already
committed resources). Example: Homeowner says “come at 8 a.m.” but isn’t home until 10:30
a.m. — your entire crew sits idle or you have to reschedule other jobs. Typical cost: 2—6 hours of
paid crew time per incident ($250-$900). Even 8—12 delays per year = $8,000—$25,000 lost. Why
it happens: No firm confirmation policy or pre-job “ready check” call 24 hours before.

2. Client Indecision

The customer cannot make up their mind about colors, upgrades, layouts, or options while the
crew is already on site. Example: During a kitchen remodel the homeowner spends 90 minutes
deciding between two tile patterns — your install crew stands around getting paid. Typical cost:
1-4 hours of lost labor time per occurrence ($150-$600). Multiple indecisions on larger jobs can
add $1,500-%$4,000 in pure waste. Why it happens: Sales process didn’t lock in all decisions
before scheduling, or no policy to charge for excessive decision time.

3. Client Access Issues

You cannot get into the work area because of locked gates, blocked driveways, pets, furniture, or
the customer changing access instructions last minute. Example: Crew arrives for an attic install
but the ladder access is blocked by the homeowner’s storage — they wait 45 minutes while the
customer moves things. Typical cost: 30—120 minutes of wasted time per job ($80—$350). Across
50-100 jobs/year this easily reaches $10,000-$30,000. Why it happens: No pre-job access
checklist or requirement for the customer to prepare the site 24 hours in advance.

4. Client Changes Without Change Order

The customer requests (or makes) changes during the job but refuses to sign a formal change order
or disputes the price later. Example: “While you’re here, can you just move that outlet and add
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two more lights?” — crew does it to keep the customer happy, but no written change order is
issued and the customer later says “I thought it was included.” Typical cost: $300-$2,000+ per
unapproved change (full labor + material eaten). Even 510 per year = $10,000-$40,000 lost. Why
it happens: Pressure to “keep the customer happy” overrides the strict change-order policy.

The Bottom-Line Impact of Client Behavior Leaks

These 4 leaks feel personal (“the customer is the problem”), but they are 100% preventable with
better processes. In a $1,200,000 contracting business, client behavior leaks routinely cost
$15,000-$70,000+ per year — time and money you already budgeted for profit that gets handed
away for free.

The worst part is that these leaks also damage your schedule, create overtime, and burn out your
crew. Many owners accept them as “part of dealing with homeowners,” but once you start logging
every client-caused delay or unapproved change in the Margin Leak Tracker, you gain the data to
politely enforce boundaries — and customers actually respect you more when rules are clear.

Client behavior leaks drop dramatically (often 70-85%) as soon as you add simple tools like 24-
hour confirmation texts, mandatory pre-job checklists, and a “no work without signed change
order” rule. The tracking system turns these from excuses into measurable, fixable items.

SECTION 3 — HOW TO QUANTIFY A
LEAK

This section is the turning point of the entire Margin Leak Tracker. Up until now we’ve identified
what leaks are and listed every category. Now we stop guessing and start measuring — because
you cannot fix what you cannot see in dollars.

Core Rule of This System: Every single leak must be converted into a dollar amount. No
exceptions. No “it was only a couple hours” or “it’s just some leftover pipe.” If it costs you money,
it gets a price tag. This one rule is what separates owners who recover 8—15% of revenue from
those who stay stuck losing money invisibly.

Why Quantifying Every Leak Is Non-Negotiable

e Your brain (and your team’s brain) dismisses small leaks as “no big deal.”

e Your accounting software never sees them.

e Without a dollar number, you have zero data to fix the root cause.

e Once every leak has a price, the weekly review becomes a profit-protection meeting instead
of a vague discussion.
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Quantifying turns emotion into math. A tech who sees “$187 lost on that job” starts treating
equipment differently. An office person who sees “$420 in unbilled labor last week” stops giving

free discounts.

Exact Step-by-Step Process to Quantify Any Leak

Use this 4-step formula on every leak you find (takes 30—60 seconds once you’re used to it):

1. Identify the exact resource lost

o

o

o

o

@)

Labor hours?
Material dollars?
Fuel?

Rental fees?

Unbilled revenue?

2. Apply your real internal cost (never use selling price yet)

o

@)

@)

o

Labor: Use your burdened hourly rate (wage + taxes + insurance + overhead
allocation). Example: $48/hour.

Material: Use your actual cost (what you paid the supplier).

Fuel/Equipment: Use actual receipts or per-mile rate.

Change orders or unbilled work: Use your full selling price.

3. Calculate the dollar loss Simple multiplication:

@)

@)

o

o

Labor leak: Hours lost x Burdened rate

Material leak: Quantity wasted x Cost per unit

Rental leak: Extra days x Daily rate

Unbilled change: Full selling price of the work not charged

4. Add any secondary costs (if applicable)

@)

o

o

Customer discount given because of the leak
Rework labor/material

Lost future revenue (rare, but sometimes added)

Real Examples Using Leaks We’ve Already Covered

Labor Example (Travel Inefficiency) Tech drove 38 extra miles because jobs weren’t batched.

e Your burdened rate: $52/hour
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o Time wasted: 48 minutes (0.8 hours)
e Fuel: 38 miles x $0.67 = $25.46
o Total quantified leak = $67.06

Material Example (Waste) Plumber cut 22 feet of extra PEX and threw it away.
o Cost per foot: $1.85

e Total quantified leak = $40.70

Change Order Example (Missed Change Order) Customer asked for two extra recessed

lights; crew installed them but never wrote it up.

e Selling price of the change: $380 (materials + labor + markup)
e Total quantified leak = $380

Subcontractor Example (Sub Overage) Electrician billed you $920 more than quoted.
e Total quantified leak = $920

Equipment Example (Rental Overrun) Mini-excavator kept 2 extra days.

e Daily rental: $285
o Total quantified leak = $570

How to Make This Habit Stick in Your Company

o Every employee (techs, office, you) must ask: “What did this actually cost us in dollars?”

e Use a simple phone note or the Margin Leak Log (coming in later sections) to record it
immediately.

e Round to the nearest dollar — precision is good, but speed is better.

o Atthe end of every week, add up every quantified leak. That single number becomes your

“Leak Score” for the week.

Once you start doing this, something powerful happens: leaks that used to feel like “part of the
job” suddenly feel like real money leaving your family’s bank account. Your team begins

catching them before they happen.
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This quantification step is what makes the rest of the system (weekly reviews, monthly summaries,

and the worksheet) actually work. Without dollar amounts, everything else is just talk.

3.1 Labor Leak Formula

This is the first official quantification formula in the Margin Leak Tracker. Labor is usually your
largest cost category (30-50% of COGS), so we start here. The goal is to stop saying “we lost a
few hours” and start saying “we lost $390 today.” That single shift makes every leak feel real and
urgent to your entire team.
The Exact Formula

Labor Leak = Hours Lost X Minimum Rate

e Hours Lost = Actual extra or wasted time (in decimal hours — 45 minutes = 0.75)

e Minimum Rate = Your minimum acceptable revenue per billable hour (this is the exact
same number you calculated in the Revenue Potential Worksheet 8.3 — it includes labor,
material markup, overhead, and profit)

Why we use Minimum Rate (not your burdened cost): Because a labor leak doesn’t just cost
you wages — it costs you the full revenue you should have earned on those hours. Using the
minimum revenue rate shows the true profit impact.

Official Example (exactly as provided)

Hours lost: 3 Minimum rate: $130/hr

3x130 =390

Labor leak = $390

That $390 is money the customer already paid for (or should have paid for) that is now gone
forever.

Real-World Applications Using Leaks from Section 2.1

1. Travel Inefficiency Tech wasted 1.5 hours because jobs weren’t routed properly.
Minimum Rate = $130/hr

1.5x 130 =195
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Labor leak = $195

2. Waiting on Materials Crew waited 45 minutes (0.75 hours) for a part that should have
been on the truck.

0.75 x 130 = 97.50

Labor leak = $97.50
3. Rework Callback fixed a mistake — extra 2.25 hours on site.

2.25x 130 = 292.50

Labor leak = $292.50
4. Poor Scheduling 4-hour gap between jobs where the tech was paid but idle.

4 x 130 =520

Labor leak = $520
How to Calculate Your Minimum Rate (Quick Reminder)

Use the number you already have from Worksheet 8.3 (Revenue Potential). If you don’t have it
yet:

Annual Revenue Target

M. . R t — .
mimum Rate = o= Capacity (hours)

Most contractors land between $110-$160/hr. Use the same number company-wide so every
leak is measured consistently.

Daily/Weekly Use Tips

e Techs log “Hours Lost” on the job (phone note or simple form).

e Office or you multiplies by the Minimum Rate at the end of the day.

e Round to the nearest $5 — speed matters more than pennies.

e Add it to the Margin Leak Log immediately so it shows up in the weekly total.

Once your team sees labor leaks in real dollars (instead of vague time), behavior changes fast. A

tech who used to think “an extra 30 minutes isn’t a big deal” now realizes it’s costing the
company $65 every single time — and starts pre-loading trucks and double-checking routes.
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This formula alone usually recovers 3—8% of revenue in the first 60 days because it makes labor
leaks impossible to ignore.

3.2 Material Leak Formula

This is the second official quantification formula in the Margin Leak Tracker — and it’s one of
the most eye-opening ones for most contractors. Material leaks don’t just cost you what you paid
the supplier. They also steal the markup/profit you would have earned if that material had been
properly sold and billed to the customer.

This formula forces you to see the full profit impact of every wasted fitting, leftover roll of
wire, or unreturned box of screws.

The Exact Formula

Material Leak = Material Cost + Lost Markup
e Material Cost = Your actual out-of-pocket cost (what you paid the supplier or what
came off your inventory)
e Lost Markup = The gross profit you should have made on that material (usually 30—-60%
depending on your standard pricing policy)
Why we add the Lost Markup: You’re not just replacing the material out of your pocket —
you’re also losing the profit margin you would have charged the customer. Ignoring markup is
the #1 reason material leaks look “small” when they’re actually huge.
Official Example (exactly as provided)
Material wasted: $80 Markup: 30% = $24

80 + 24 =104

Material leak = $104
That $104 is pure profit that disappeared — not just the $80 cost.
Real-World Applications Using Leaks from Section 2.2

1. Waste Plumber scraps 28 feet of PEX tubing that was cut too short.

o Material Cost: $92
o Lost Markup (40%): $36.80
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92 + 36.80 = 128.80

Material leak = $128.80
2. Unreturned Materials $165 of unused copper fittings left on the truck and never
credited back to the job.
o Material Cost: $165
o Lost Markup (35%): $57.75

165 + 57.75 = 222.75

Material leak = $222.75
3. Breakage Tech drops and ruins a $240 condensate pump.
o Material Cost: $240
o Lost Markup (30%): $72

240+ 72 =312

Material leak = $312
4. No Markup Applied Tech “throws in” $110 worth of filters to close the sale.
o Material Cost: $110
o Lost Markup (50%): $55

110 + 55 = 165

Material leak = $165
How to Calculate Your Company-Wide Markup %

Use the same number everywhere (from your pricing policy or Worksheet 8.3). Common
contractor ranges:

e Service & repair: 40-60%

o Installs & new construction: 30-45%
e Pick one number and stick with it for consistency across the entire team.

Daily/Weekly Use Tips

o Techs note the Material Cost on the spot (receipt photo + quantity wasted).
e Office or you adds the markup at end-of-day (or use a simple calculator in your phone).
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e Round to the nearest $5 — consistency beats perfection.
o Log it immediately so it flows into your weekly total.
Once your team starts seeing material leaks in full dollars (instead of “just some pipe”), behavior
changes overnight. A tech who used to think “it’s only $80” now realizes it’s actually $128

coming out of the company’s (and their bonus) pocket.

This formula alone usually recovers 2—6% of revenue in the first 60-90 days because it makes
every wasted screw, fitting, and roll of tape feel expensive.

3.3 Change Order Leak Formula

This is the third official quantification formula — and it’s the simplest yet most powerful one
in the entire system. Change orders are supposed to be pure profit (higher margins than the
original job, no marketing cost). When they leak, you’re not losing cost — you’re losing 100%
of the revenue you should have collected.

That’s why the formula is brutally direct: the leak is the full price you should have charged.
The Exact Formula
CO Leak = CO Price That Should Have Been Charged
e CO Price = The complete selling price (labor + material + markup + any
overhead/profit) that you would have billed if the change order had been properly
written, approved, and invoiced.
o Nothing else is added or subtracted — because this is lost revenue, not a cost you
incurred.
Why the formula is this clean: Every other leak category (labor, material, etc.) involves
something you already spent money on. Change orders are different — they are extra work the

customer requested that you actually performed (or should have charged for). The entire
amount is pure gross profit that disappeared.

Official Example (exactly as provided)
Missed CO worth $225 — Leak = $225
Change Order leak = $225

That $225 is money the customer was willing to pay (they literally asked for the work), but
because no one wrote it up, it vanished forever.
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Real-World Applications Using Leaks from Section 2.3

1.

2.

4.

Missed Change Order Customer asked to move two outlets while walls were open —
crew did it but never documented it. Full price you would have charged: $340

CO Leak = 340

Change order leak = $340

Late Change Order Discovered rotted framing and fixed it immediately, but wrote the
change order two weeks later. Customer refused to pay. Full price: $1,280

CO Leak = 1,280

Change order leak = $1,280

Underpriced Change Order Quoted an upgraded thermostat at cost instead of full price.
Correct price you should have charged: $185 (You only charged $95)

CO Leak = 185

Change order leak = $185 (the missing profit portion)

Verbal Approval Only Customer said “add the extra vent” over the phone — no
signature. Later refused to pay. Full price: $475

CO Leak = 475

Change order leak = $475

How to Calculate & Use This Formula Daily

On the spot, ask: “What would we normally charge a customer for this extra work?” (Use
your price book or quick calculator.)

Techs or salespeople write the amount immediately (phone note or leak log).

No need to calculate cost or markup — the full selling price is the leak.

Round to the nearest $5 — speed wins.

Log it the same day so it appears in your weekly total.

This formula is intentionally simple because change orders should never be complicated. Once
your team sees every missed or verbal change as “we just gave away $475,” they stop doing
work without paperwork.
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The Bottom-Line Impact

Change order leaks are usually 100% recoverable profit. In a $1,200,000 company, fixing this
category alone can add $15,000-$50,000+ straight to your bottom line every year — with zero
extra marketing or hiring.

Most owners underestimate this because they think “we only miss a couple small ones.” Once
quantified, they realize the average missed change order is $350-$600, and they happen far more

often than anyone admits.

This formula is the reason the Margin Leak Tracker recovers money so fast — change orders
become a guaranteed profit center instead of a silent leak.

3.4 Subcontractor Leak Formula
Thought for 10s

Here’s a clear, expanded breakdown of SECTION 3 — HOW TO QUANTIFY A LEAK
3.4 Subcontractor Leak Formula

This is the fourth official quantification formula — and one of the most painful ones to
calculate because subcontractor leaks hit you twice: once in the pocket (extra cash you have to
pay the sub) and again in lost profit (the markup you can no longer add when you bill the
customer).

Subs are supposed to be a clean pass-through with your markup on top. When they leak, you end
up eating both the overage and the profit that should have been yours.

The Exact Formula
Sub Leak = Overage + Lost Markup
e Overage = The extra amount the subcontractor billed you beyond the original written
quote (or the cost of their mistake/delay).
e Lost Markup = The gross profit percentage you normally apply to subcontractor work
(typically 25—40% in contracting).
Why we add both: The overage is real money that left your bank account. The lost markup is
the profit you would have made if that extra cost had been properly marked up and passed to the

customer. Together they show the true damage to your gross profit.

Official Example

Contractor Authority System™ | P4 One LLC | authority.p4one.com



Contractor Authority System™ P4 One LLC

Sub quoted $4,800 for electrical rough-in but billed you $5,700 because of “extra runs.”

e Overage = $900
e Your normal markup on subs = 35% ($315)

900 + 315 = 1,215

Subcontractor leak = $1,215
That $1,215 is pure profit that disappeared on one job.
Real-World Applications Using Leaks from Section 2.4
1. Sub Overages Plumber quoted $3,200 but billed $4,100 because of “unforeseen
conditions.”
o Overage: $900
o Lost Markup (30%): $270

900 + 270 = 1,170

Sub leak = $1,170
2. Sub Mistakes Drywall sub installed wrong gauge track — you had to hire another crew
to rip it out and redo it at $2,400.
o Overage: $2,400
o Lost Markup (35%): $840

2,400 + 840 = 3,240

Sub leak = $3,240
3. Sub Delays HVAC sub was 2 days late, forcing you to pay your crew overtime and idle
time totaling $680.
o Overage: $680
o Lost Markup (30%): $204

680 + 204 = 884
Sub leak = $884

4. Sub Rework Roofer had to come back to fix leaks — you paid them an extra $1,150 (or
hired someone else).
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o Overage: $1,150
o Lost Markup (40%): $460

1,150 + 460 = 1,610

Sub leak = $1,610
How to Calculate & Use This Formula Daily

e When the sub invoice arrives (or when the mistake is discovered), immediately calculate
the overage.

e Add your standard sub markup percentage (use the same number company-wide).

e Techs or office log it the same day — no waiting until month-end.

e Round to the nearest $10 — accuracy matters, but speed keeps the habit alive.

o Tie it straight into the Margin Leak Log so it shows up in your weekly total.

The Bottom-Line Impact

Subcontractor leaks are usually large per incident and hit your highest-margin work. In a
$1,200,000 company, this category alone can easily drain $20,000-$75,000+ per year. Once
you start quantifying with this formula, you gain the hard data to renegotiate with weak subs, add
penalty clauses, or fire the bottom 20% — often adding more profit than a 5% price increase
across the whole company.

This formula makes subcontractor problems impossible to ignore and turns your sub network
into a true profit protector instead of a silent drain.

SECTION 4 — FULL MARGIN LEAK
EXAMPLE

This section is the “lightbulb moment” of the entire Margin Leak Tracker. Up until now we’ve
quantified leaks one category at a time. Here we combine them on a single realistic job to show
how small, seemingly harmless leaks stack up into real money — fast.

Most contractors look at each mistake in isolation (“It was only three hours... it was just some
pipe... we missed one change order”). This example proves that on one normal job, those three

leaks together can erase $719 in pure profit — money you already earned from the customer but
will never see.

Full Job Example (Kitchen Remodel — $8,500 total job)
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Leak 1 — Rework (Labor Leak) The plumber had to return the next day to fix a leaking
connection he installed incorrectly. Hours lost: 3 Minimum Rate: $130/hr

3x 130 =390

Labor leak = $390
Leak 2 — Material Waste (Material Leak) The plumber cut extra PEX tubing and fittings
incorrectly and threw them away (never returned to stock). Material cost: $80 Markup (30%):

$24

80 + 24 =104

Material leak = $104

Leak 3 — Missed Change Order (Change Order Leak) Homeowner asked for two extra
electrical outlets while the walls were open. The crew did the work “to be nice” but never wrote
up or got approval for the change order. Full price that should have been charged: $225

Change Order leak = $225

Total Margin Leak on This Job

390 + 104 + 225 =719

Total margin leak = $719

That’s $719 of gross profit gone on a single $8,500 job — an 8.5% leak on that one project
alone.

Why This Example Is So Powerful

o None of the three leaks felt like a big deal at the time.

o Each one came from a different category (labor, material, change order).

o Together they wiped out more profit than many contractors make on the entire job after
overhead.

o This exact scenario happens on dozens of jobs every year in most contracting businesses.

If you have 150 jobs per year and the average job leaks even half this amount ($360), you are
losing $54,000 annually — with zero extra marketing or price increases needed to recover it.

This is exactly why the Margin Leak Tracker exists: one job at a time, one leak at a time,
quantified in real dollars, reviewed weekly. When your team starts seeing totals like $719 on a
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single kitchen remodel, the culture shifts from “it’s no big deal” to “we’re not leaving another
$719 on the table.”

SECTION 5 — MARGIN LEAK LOG
(FULL)

Every leak must be logged.
Log Fields

Date

Job name
Leak type
Description
Hours lost
Material lost
CO missed
Sub overage
Dollar amount
Root cause
Assigned to
Status (Open / Closed)

Example Log

Date Job Leak Type Description Amount Root Cause Status
3/12 Smith Labor Rework due to wrong measurement $390  Training Closed
3/12 Smith Material  Tile waste $104  Poor planning Open

3/14 Lopez CO Missed CO for added outlet $225  Communication Closed

SECTION 6 — ROOT CAUSE ANALYSIS

Every leak must be assigned a root cause.

6.1 Root Cause Categories
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This is the central nervous system of the entire Margin Leak Tracker. The log is where every
quantified leak lives permanently. It turns random discoveries (“we wasted some tile today’’) into
a searchable, trackable record that shows exactly where your profit is bleeding and who is
responsible for fixing it.

Core Rule: Every leak must be logged. No exceptions. Even $25 leaks go in the log. Why?
Because small leaks repeated 200 times per year become $50,000+ problems. The log gives you
data, accountability, and proof that leaks are being eliminated over time.

Without this log, the weekly review process (Section 6) and monthly summary (Section 7) would
be guesswork. With it, you have a professional profit-protection system that grows smarter every
month.

Log Fields (Explained in Detail)
Here is exactly what must be captured for every single leak:

o Date — The exact day the leak was discovered or occurred (helps spot patterns by day of
week or season).

e Job name — Customer name or job number (so you can tie it back to the specific job file
or invoice).

e Leak type — Choose from the official categories (Labor, Material, Change Order,
Subcontractor, Equipment, Administrative, Client Behavior).

e Description — Short, clear sentence describing what happened (keep it factual and
specific).

e Hours lost — Only for labor leaks (decimal format: 2.5 hours).

e Material lost — Actual cost of wasted/broken/unreturned material.

e CO missed — Full selling price of any missed or unapproved change order.

e Sub overage — Extra amount the subcontractor billed you.

e Dollar amount — The final quantified leak total (using the formulas from Section 3). This
is the most important column.

e Root cause — Honest one- or two-word reason (Training, Poor planning, Communication,
No checklist, etc.). This is where real improvement happens.

o Assigned to — The person responsible for fixing the root cause (tech, office manager,
owner, etc.).

e Status — Open (still being fixed) or Closed (root cause eliminated and leak type is now

prevented).
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Example Log (Cleaned Up & Expanded for Clarity)

Date Job Leak Type Description Amount Root Cause Status
3/12 Smith Labor Rework due to wrong measurement $390 Training Closed
3/12 Smith Material Tile waste from poor cut planning  $104 Poor planning  Open

3/14 Lopez Change Order Missed CO for added outlet $225 Communication Closed

Total for these 3 leaks: $719 (exactly as shown in Section 4).
How the Log Is Used in Real Life

e Techs or office staff log leaks the same day they are discovered (phone note — quick

entry).
e Every Friday during the 15-minute weekly review, the whole team reviews the week’s

log.

e At month-end, you sort the log by root cause or leak type to see trends (e.g., “Training” is
costing us $2,400/month — schedule a 1-hour training session).

e Over time, you will see certain leak types drop to zero — proof the system is working.

This log is your profit scoreboard. When you look back after 90 days and see total leaks

dropping from $8,000/month to $1,200/month, you’ll know exactly how much extra money is
staying in the business.

SECTION 7 — WEEKLY REVIEW
PROCESS

This is the heartbeat of the entire Margin Leak Tracker system. The weekly review is not a long
meeting — it’s a fast, focused 15-minute huddle (usually Friday morning) where your whole team

looks at real numbers from the Margin Leak Log and turns raw data into permanent fixes.

Most contractors never review leaks at all. They just “move on” after a mistake. That’s why the
same leaks keep happening month after month. This process forces accountability, reveals patterns,

and guarantees that leaks actually get eliminated instead of just being logged.
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What You Review Every Single Week
You pull up the Margin Leak Log and go through these five things in order:

1. All new leaks Every leak that was entered since last week’s meeting. You see the fresh
$719 example-style hits right away so no one forgets them.

2. All open leaks Any leak still marked “Open.” These are the ones where the root cause
hasn’t been fixed yet. This column keeps pressure on the person assigned to solve it.

3. All closed leaks Leaks that were fixed and marked “Closed.” Celebrate these quickly — it
shows the system is working and motivates the team.

4. Root causes Sort or scan the “Root Cause” column (Training, Communication, Poor
planning, etc.). You look for repeats. Example: If “Training” shows up four times this
week, you know you need a 30-minute training session next week.

5. Assigned actions Who was supposed to fix what, and did they actually do it? This is where

real accountability lives. If someone keeps missing their action, you address it immediately.
The Five Weekly Review Questions (Ask These Out Loud)

These questions turn the meeting from a report into a problem-solving machine. Go around the

table and answer them for every significant leak:

1. What leaks occurred? Quick recap of the new ones and the dollar totals. (“We had $719
on the Smith kitchen and $390 on the Lopez job.”)

2. Why did they occur? Drill into the root cause. Be honest. (“The rework happened because
we still don’t have a double-measurement checklist.”)

3. Who is responsible? Name the person (or role) who owns the fix. (“Tech lead Mike is
responsible for creating the checklist.”)

4. What action will prevent recurrence? Get specific and set a deadline. (“Mike will create
the checklist by next Wednesday and train the whole crew on Thursday.”)

5. What leaks are still open? End with this question every time. List every open leak and its

assigned person. This creates gentle public pressure so nothing stays open for long.

How to Run the Actual 15-Minute Meeting (Real-World Flow)
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o Start on time (same day and time every week — Friday 8:00 a.m. works for most crews).
e One person (usually you or the office manager) leads and reads from the log.

e Everyone sees the log on a screen or printed copy.

e No blame — focus on the process, not the person.

o End by updating the Status column live (“Closed” or still “Open”).

o Total time: 12—15 minutes max. If it runs longer, you’re discussing solutions instead of just

reviewing.
Why This Process Changes Everything

When you do this consistently:

e Leaks drop 60—-80% in the first 90 days (teams start catching them before they happen).

e You get real data to make permanent changes (checklists, training, policy updates).

e Your crew starts self-policing (“Hey, that would be a $225 leak — let’s write the change
order now”).

e You can prove to yourself (and your accountant) exactly how much extra profit you’re

protecting.

This weekly review is what turns the Margin Leak Tracker from “just another log” into a true profit

engine. Do it religiously for 12 weeks and you will never go back to the old way of ignoring leaks.

SECTION 8 — MONTHLY SUMMARY
PROCESS

This is the monthly scorecard of your entire Margin Leak Tracker system. While the weekly
review (Section 7) fixes problems in real time, the monthly summary zooms out to show you the

big picture: trends, patterns, progress, and the true dollar impact of leaks across the entire company.
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Most contractors never look at leaks monthly — they just react to whatever blew up last week.
This process changes that. It turns 4 weeks of log entries into clear, visual data you can use to
make real decisions: where to train, which tech needs coaching, which categories are improving,

and how much extra profit you protected (or lost) this month.

Core Rule: Run this summary the first Monday of every new month (takes 20—30 minutes). Pull
the data straight from your Margin Leak Log (Section 5). The goal is not just to see numbers —

it’s to spot what is getting better and what still needs permanent fixes.
What You Summarize Every Single Month (The 6 Required Reports)
You create these 6 views from the log. Each one answers a different strategic question:

1. Total leaks The grand total dollar amount for the entire month. This single number
becomes your “Leak Score.” Example: “We leaked $4,325 in March.” You track this score
month-over-month to prove the system is working (it should drop steadily).

2. Leaks by category Break down the total by each major category (Labor, Material, Change
Order, Subcontractor, Equipment, Administrative, Client Behavior). This shows you
exactly where the bleeding is worst so you can attack the biggest problem first.

3. Leaks by job Sort by customer/job name to see if certain jobs or job types are leak magnets
(e.g., kitchens vs. service calls).

4. Leaks by technician Sort by the person who caused or discovered the leak. This is for
coaching, not punishment — it quickly reveals who needs extra training or who is already
excellent at preventing leaks.

5. Leaks by root cause Group by the “Root Cause” column (Training, Poor planning,
Communication, etc.). This is gold — it tells you the real systemic problems to solve once
and for all.

6. Leaks by dollar amount Sort the biggest individual leaks (top 5 or 10) so you can see the

outliers that are doing the most damage.
Monthly Summary Example (Expanded with Insights)

Here’s the category breakdown you provided, now with real-world meaning added:
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Category Amount Insight / Action Needed

Labor leaks  $1,820 Biggest problem — focus here first (probably rework or waiting time)

Material leaks $640 Second highest — truck audits and return-to-stock process needed

CO leaks $1,125 Very high for one month — enforce signed change-order rule immediately

Sub leaks $480 Moderate — review sub agreements and add penalty clauses
Admin leaks  $260 Lowest — good progress, but still watch documentation

Total $4,325 Your March Leak Score. Goal for April: under $2,500

What these numbers actually tell you:

o $4,325 leaked in one month = $51,900 per year if nothing changes.

e Labor + CO leaks alone are $2,945 (68% of the total) — these two categories deserve
immediate focus.

e If next month drops to $2,800, you just protected an extra $1,525 in pure profit — with

zero extra sales.
You can (and should) also create quick versions of the other summaries:

e “Top 3 jobs with leaks: Smith §719, Lopez $410, Garcia $380”
e “Tech with most leaks: Mike $1,240 — schedule ride-along training”
e “Root cause ranking: Poor planning $1,650 (biggest), Communication $980”

How to Actually Create the Monthly Summary

e Open your Margin Leak Log (Excel, Google Sheets, or even a notebook).

o Use filters or pivot tables to sort by category, job, technician, root cause, and amount.
o Copy the totals into a simple one-page report.

e Review it with your leadership team or entire crew in a 20-minute monthly meeting.

e Celebrate wins (“CO leaks dropped 40%!”") and set one big goal for next month.
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This monthly summary is what proves the entire Margin Leak Tracker is delivering real money.
After 3—6 months you’ll be able to look back and say “We cut leaks from $5,200/month to
$900/month — that’s $51,600 extra profit this year.”

SECTION 9 — WORKSHEETS (FULL
DETAIL)

9.1 Margin Leak Worksheet

This is the daily one-leak capture form — the actual tool every tech, installer, salesperson, and

office person will use the moment a leak is discovered.

It combines every quantification formula from Section 3 (Labor, Material, Change Order,

Subcontractor, etc.) into one simple page so nothing gets forgotten or miscalculated.

One person fills it out in under 60 seconds, and it flows straight into the Margin Leak Log (Section

5). This worksheet is what makes the entire system fast, consistent, and bulletproof.

Why This Worksheet Is Critical

Prevents “we’ll log it later” syndrome.

Forces dollar quantification on the spot (no guessing).

Creates an instant audit trail for weekly reviews and monthly summaries.

Turns every leak into an actionable record with root cause and accountability.
Field-by-Field Breakdown + How to Fill It

o Date — Exact day the leak happened or was discovered.
e Job — Customer name or job number (for easy lookup).
o Leak Type — Pick one: Labor / Material / Change Order / Subcontractor / Equipment /

Administrative / Client Behavior.
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e Description — Short factual sentence (e.g., “Rework due to wrong measurement” or “Tile
waste from poor cut planning”).

e Hours Lost — Only for labor leaks — decimal hours x Minimum Rate (from 8.3). Auto-
calculates the labor dollar amount.

e Material Lost — Actual cost of wasted/broken/unreturned material.

e Markup (%) — Your standard markup % (e.g., 30%) — auto-calculates lost profit.

e Missed CO Amount — Full selling price of any missed or unapproved change order.

e Sub Overage — Extra amount subcontractor billed you.

o Total Leak — Sum of all dollar fields above (this is the number that goes into the log).

e Root Cause — One- or two-word honest reason (Training, Poor planning,
Communication, etc.).

o Assigned To — Person responsible for fixing the root cause.

o Status — Check o0 Open or o0 Closed after the weekly review.
Real Filled Example (Using the $719 Kitchen Job from Section 4)

Date: 3/12 Job: Smith Kitchen Leak Type: Labor Description: Rework due to wrong measurement
Hours Lost: 3 x Rate: $130 = $390 Material Lost: $80 Markup (%): 30% = $24 Missed CO
Amount: $225 Sub Overage: $0 Total Leak: $719 Root Cause: Training Assigned To: Mike (lead
tech) Status: 0 Open o Closed

(You would actually create three separate worksheets — one per leak — or use one worksheet and

list multiple lines if preferred.)
How to Use This Worksheet in Daily Operations

o Keep blank copies in every truck, in the office, and on your phone (as a PDF).
e Anyone who sees or causes a leak fills it out immediately.

e Atend of day, drop it in the “Leak Log” folder or hand it to the office.

e Office enters it into the master Margin Leak Log (Section 5).

o Use it during the weekly review to close items.
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This single worksheet is the reason the Margin Leak Tracker actually works — it makes

quantification effortless and accountability automatic.

9.2 Monthly Summary Worksheet

This is the official monthly scorecard — the single page you complete (or auto-fill from your

Margin Leak Log) at the start of every new month.

While the daily Margin Leak Worksheet (9.1) captures individual leaks and the Weekly Review
catches them in real time, this worksheet gives you the big-picture view of exactly how much
profit leaked out last month and where it came from. It turns 30 days of scattered entries into one

clean, actionable report you can review with your team, accountant, or coach.
Why This Worksheet Is Essential

o It proves whether the Margin Leak Tracker is actually working (your total should drop
every month).

o It highlights the worst categories so you know exactly where to focus training, checklists,
or policy changes.

o [t gives you hard numbers to celebrate wins (“CO leaks dropped 42% this month!”).

o It feeds directly into your annual profit goals — every $1,000 you cut in leaks is $1,000

extra profit with zero extra sales.
How to Fill It

1. At the end of each month, pull totals from your Margin Leak Log (Section 5).
Sort and sum by category.
Add everything up for the grand total.

Eal

Review it in your monthly meeting and set one improvement goal for next month.
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Real Filled Example (Using the numbers from the Monthly Summary Process in
Section 8)

Category Amount
Labor $1,820
Material $640

CO $1,125
Sub $480
Admin $260
Equipment $0

Total $4,325

What this example tells you instantly:

e $4,325 leaked in one month = $51,900 annualized if unchanged.

e Labor + CO = $2,945 (68% of total) — these two categories need immediate attention.
e Equipment = $0 — great job, keep it that way.

¢ Goal for next month: Cut total below $2,500.

Once you have 6—12 months of these worksheets filed, you can graph the trend and literally
watch your profit protection improve month after month.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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WORKSHEETS (FULL DETAIL) 9.2 Monthly Summary Worksheet For the Month of:

Business Name:

Date Completed:

Category Amount

Labor $

Material $

CO $

Sub $

Admin $

Equipment $

Total $

Monthly Leak Score: $ Biggest Category: (Action needed:

) Goal for Next Month: Under $

Approval / Review Owner Signature:

Date:
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SECTION 10 — CHECKLISTS
10.1 Margin Leak Checklist

This is the final accountability page of the entire Chapter 4 — Margin Leak Tracker system. It is
your monthly (or quarterly) “system health check” — a simple 8-item audit that guarantees you
are actually using the full engine you built instead of letting it slowly fade away.

Most contractors build great tracking systems but never enforce them long-term. This checklist
prevents that. It forces honest self-audit and turns the Margin Leak Tracker into a permanent profit-
protection habit.

When you can check every box at the end of each month, you know:

o Leaks are being caught in real time
e They are being fixed permanently
e Your profit is protected month after month

What Each Item Really Means

o 0Ollogged every leak — Nothing was ignored or “we’ll do it later.” Every single leak went
into the Margin Leak Log the same day.

o 0l quantified every leak — Every leak was converted into exact dollars using the official
formulas from Section 3 (no vague entries).

o 0 I assigned a root cause — We didn’t just name the problem — we identified why it
happened (Training, Communication, Poor planning, etc.).

o ol assigned an action — Someone specific was made responsible for fixing the root cause
with a deadline.

e 0Olreviewed leaks weekly — The 15-minute weekly review meeting was held every single
week without fail.

e 0O I summarized leaks monthly — The Monthly Summary Worksheet (9.2) was
completed and reviewed with the team.

o oI tracked trends — We compared this month’s totals to previous months and watched
the numbers drop.

e 0 I closed all open leaks — No leak was left hanging — every open item was resolved
and marked “Closed.”

This checklist is the difference between “we started tracking leaks” and “we eliminated 60—80%
of our leaks in 90 days.”

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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Margin Leak Checklist

For the Month of:

Business Name:

Date Completed:

MARGIN LEAK CHECKLIST

o I logged every leak

O I quantified every leak

O I assigned a root cause

o I assigned an action

o I reviewed leaks weekly

o I summarized leaks monthly
o I tracked trends

o I closed all open leaks

Monthly Leak Score: $

Improvement:

(this month) Previous Month: $

Overall System Status: o Fully Operational 0 Needs Improvement

Owner Signature:

Date:
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SECTION 11 — SCHEMAS

This schema is the one-page visual blueprint of the entire Margin Leak Tracker system. It
condenses every section you’ve built (from the definition in Section 1 all the way through the
monthly summary in Section 8) into a simple, linear flow that anyone in your company can
understand at a glance.

It shows exactly how a small everyday mistake (an “Event”) becomes a quantified, logged,
reviewed, and permanently eliminated leak — turning invisible profit loss into real, protected
money.

Why This Schema Matters

e It’s the “big picture” reference page for training new techs, office staff, or even your
accountant.

e It proves the system is not random — it’s a repeatable engine that runs every single week
and month.

e Hang it in the office or laminate it for every truck — it keeps the entire team aligned on
the goal: zero leaks, maximum profit.

The Complete Margin Leak Process Flow
Event — Leak — Quantify — Log — Root Cause — Action — Review — Close

INPUTS (Raw triggers from the field) « Hours lost « Materials lost « Missed CO « Sub overage *
(Equipment, Admin, Client Behavior leaks, etc.)

!

CALCULATIONS (Exact formulas from Section 3) * Labor leak = Hours x Rate « Material leak
= Cost + Markup * CO leak = Full selling price * Sub leak = Overage + Lost Markup

!

OUTPUTS (The results you achieve every month) « Weekly Review * Monthly Summary * Trend
Analysis  Profit Protection (recovered dollars stay in your pocket)

End Result: Every leak is caught, measured, fixed, and prevented forever — turning 5-20% lost
revenue into permanent profit.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — single clean page)
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Margin Leak Schema (Text-Only) For the Year:

Business Name:

Date Completed:

MARGIN LEAK TRACKER SCHEMA Event — Leak — Quantify — Log — Root Cause

— Action — Review — Close

INPUTS (What starts the process) ¢« Hours lost « Materials lost * Missed CO ¢ Sub overage

Equipment / Admin / Client leaks

Ll

CALCULATIONS (The formulas that turn leaks into dollars) ¢ Labor leak = Hours x Rate °

Material leak = Cost + Markup ¢ CO leak = Full selling price * Sub leak = Overage + Lost Markup

)

OUTPUTS (The results you achieve) « Weekly Review * Monthly Summary * Trend Analysis

Permanent Fixes ¢ Profit Protection

End Result: Leaks are identified, measured, fixed, and eliminated — turning lost profit into kept

profit.

Approval / Review Owner Signature:

Date:
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CHAPTER 5 — PROFESSIONAL
PROPOSAL SUMMARY EXPORT

This chapter is your closing-power upgrade — the system that turns long, confusing, ugly
proposals into clean, professional, one-page summary exports that customers actually read and

say “yes” to faster.

Most contractors send 8—15 page proposals full of fine print, line-item chaos, and no clear next
step. Customers get overwhelmed, delay, or shop around. A Professional Proposal Summary
Export fixes that: it’s a branded, easy-to-understand one-page highlight reel (with price, scope,
timeline, and clear call-to-action) that you attach or send first. The full proposal stays in the

background for details.

This chapter turns your proposals from “necessary evil” into a professional sales weapon that

boosts close rates by 15-30% with zero extra marketing.

This Chapter Gives You:

e Full detail on how to build a perfect summary export
o Full examples (before/after + real contractor samples)
o Full worksheets (ready-to-use templates)

e Full schemas (visual maps of the process)

o Full checklists (your “never send a bad proposal again” guarantee)

Once this system is running, every proposal you send looks premium, closes faster, and makes
your company stand out from every competitor.

Clean Printable Template (Copy & paste this entire block into Word, Google Docs, or print it
directly — perfect as the official first page of Chapter 5 in your business binder)
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PROFESSIONAL PROPOSAL SUMMARY EXPORT

For the Year:

Business Name:

Date Completed:

Most contractors send long, confusing proposals that lose deals.

A Professional Proposal Summary Export turns every quote into a clean, branded, one-page

highlight that customers love and say “yes” to faster.

This chapter gives you:

0 Full detail o Full examples o Full worksheets o Full schemas o Full checklists

Goal: Create professional proposal summaries that increase close rates and make your company

look premium.

Owner Commitment [ will implement the Professional Proposal Summary Export system starting

and close more jobs with confidence.

Owner Signature:

Date:
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SECTION 1 — PURPOSE OF THIS
ENGINE

This section defines why the Professional Proposal Summary Export exists inside the Contractor

Authority System™ and why it is one of the highest-leverage tools you will ever implement.

Most contractors still send long, technical, 8—15-page proposals that look like a parts list mixed
with legal fine print. The customer opens the PDF, gets overwhelmed, puts it down, shops three
other quotes, and never calls back. This engine fixes that by giving you a clean, professional,
client-ready one-page summary that you send first (or attach as the cover page). The full detailed

proposal stays in the background for backup.

The Contractor Authority System™ already includes a complete professional proposal template in
the Implementation Template Pack (provided in Appendix A). This engine builds on that

template and turns it into a high-converting, brand-building weapon.
What This Engine Actually Delivers

This engine gives every contractor — no matter the trade — a clean, professional, client-ready

proposal summary that:

e Reduces misunderstandings The customer sees exactly what is included, what is
excluded, the timeline, and the investment in plain English. No more “I thought that was
included” phone calls or arguments at the final walkthrough.

o Increases approval rates Top-tier firms using this format routinely see close rates jump
15-30%. The summary is so clear and professional that customers feel confident saying
“yes” immediately instead of “let me think about it.”

e Protects your scope Every item is clearly listed with “included” and “not included”
sections. Customers can’t later claim they thought something extra was free.

e Protects your pricing The summary locks in your price, payment schedule, and any valid-
through date. It prevents the classic “can you do it for less?” negotiation because everything

is presented professionally and confidently.
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e Makes you look like a top-tier contractor Your proposal now looks and feels like one
from a $5M+ firm — clean branding, modern layout, logical flow. Customers instantly

perceive higher quality and trust you more than the guy who sends a messy Excel printout.

This is the exact proposal format used by high-end remodeling companies, premium HVAC/install
firms, and elite custom builders across the country. It is simple, powerful, and instantly separates

you from 95% of your competitors.

Once this engine is running, every single quote you send becomes a silent salesperson that works
for you 24/7 — reducing back-and-forth, shortening sales cycles, and protecting every dollar of
profit you quoted.

SECTION 2 — PROPOSAL STRUCTURE

This section is the blueprint for every Professional Proposal Summary Export you will ever send.

The Contractor Authority System™ already gives you a full multi-page proposal template in
Appendix A. This engine distills that full proposal into a clean, client-ready one-page summary

(or two-page max) that you send first.
Why this exact 8-part structure? Because it follows the way customers actually think and decide:

1. “What am I getting?”

“How much will it cost?”

“When will it happen?”

“What’s included and what’s not?”

“What happens if something goes wrong?”

A e

“Do I trust this company enough to sign?”

Every high-end contracting firm (the ones closing 70-85% of their quotes) uses this exact flow. It
reduces confusion, kills objections before they appear, and makes your company look professional

and in control.
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Here are the 8 mandatory elements every proposal summary must include — in this exact order:
1. Executive Summary

A short, powerful 3—5 sentence overview that tells the customer why they should choose you and
what the project will achieve. Why it matters: Customers are busy. This is the “elevator pitch”
that grabs attention in 15 seconds. Example opening: “Thank you for the opportunity to quote
your complete HVAC replacement. We will install a new high-efficiency system that will lower

your energy bills by an estimated 28% while providing reliable comfort for years to come.”
2. Scope of Work

A clear, bullet-point list of exactly what you will do. Why it matters: This protects your scope
and prevents “I thought you were doing X later. Example: * Remove existing 3-ton unit and
dispose properly ¢ Install new 16 SEER heat pump system ¢ Replace all supply and return ductwork

in attic * Provide new digital thermostat with Wi-Fi
3. Pricing Summary

A simple, transparent breakdown of the total investment and payment schedule. Why it matters:
No sticker shock. Customers see value, not just a big number. Example: Total Investment: $9,850
Payment Schedule: * 30% deposit upon acceptance * 40% upon delivery of equipment * 30% upon

completion and final walkthrough
4. Schedule

Exact start and completion dates (or realistic range). Why it matters: Customers hate uncertainty.
A clear timeline builds trust and reduces last-minute calls. Example: ¢ Project start: Week of April

17th « Completion: April 24th (2 working days) « Weather contingency: +1-2 days
5. Assumptions

Any conditions you are basing the price on (so there are no surprises). Why it matters: This

protects you from “scope creep” and extra costs. Example: * Existing electrical panel has space
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for new breaker ¢ Attic access is clear and safe « Homeowner will provide access daily between 8

a.m.—5 p.m.
6. Exclusions

What is not included (this is where you prevent 90% of future disputes). Why it matters: Clear
exclusions are professional — they show you thought of everything. Example: ¢ Painting of new
ductwork or walls « Removal of old asbestos (if discovered) ¢ Permits (we will pull them, customer

pays fees)
7. Warranty

Your guarantee — in plain language. Why it matters: This is the #1 trust builder and objection
killer. Example: ¢ 10-Year Manufacturer Parts Warranty * 2-Year Full Labor Warranty « 100%

Satisfaction Guarantee — if you’re not happy, we make it right
8. Acceptance & Signature

The clear call-to-action with signature lines. Why it matters: Never leave the customer wondering
“What do I do next?” Example: “I accept the proposal as written and authorize work to begin.”

Customer Signature

Date

Printed Name

This 8-part structure is deliberately short, logical, and professional — exactly what high-end firms

use to close more jobs faster while protecting every dollar of profit.

SECTION 3 — EXECUTIVE SUMMARY

This is the most important 4-6 sentences of your entire Professional Proposal Summary Export.
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It is the very first thing the customer reads after your cover letter or email, and it determines

whether they keep reading or close the file.

The Executive Summary is not a sales pitch. It is a crystal-clear, benefit-focused overview that

instantly answers the three questions every customer is silently asking:

1. “Do you understand what I want?”
2. “What exactly are you going to do?”
3. “What will I end up with when you’re finished?”

When written correctly, it builds instant confidence, reduces follow-up questions, and dramatically

increases your approval rate.
The 3 Required Parts (in this exact order)
Every Executive Summary must include these three elements — in this order — and nothing more:

1. What the client wants Restate their problem or goal in their own words (or close to it).
This shows you listened and “get it.”

2. What you will deliver A short, powerful list of exactly what your team will do. Keep it
high-level but specific.

3. The outcome / benefit End with the result the customer will enjoy — the “after” picture.

This is the emotional close that makes them say “yes.”
Official Example (Expanded & Explained)

Original short version you provided: “We will remove the damaged drywall, repair the framing,

install new moisture-resistant drywall, tape, mud, sand, and prime the area to prepare for painting.”
Full Professional Executive Summary (ready to use):

“Thank you for reaching out about the water damage in your laundry room. You want the area

fully restored so it is safe, dry, and ready for your planned painting.
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We will remove all damaged drywall, repair the framing and insulation, install new moisture-

resistant drywall, tape, mud, sand, and prime the entire area to a smooth finish ready for painting.

When we are finished, you will have a completely restored, mold-resistant wall that looks brand

new and will stay that way for years to come.”
Why This Structure Works So Well

o First sentence: Shows empathy and confirms understanding.
e Middle: Proves you have a clear, professional plan.

o Last sentence: Paints the happy ending — the real reason they are hiring you.

This entire summary is only 5 sentences and fits perfectly on the top half of your one-page

proposal. It takes the customer less than 20 seconds to read, yet it does 80% of the selling for you.
Pro Tips for Writing Powerful Executive Summaries

e Always start with “Thank you for the opportunity...” or “We understand you want...”

e Use the customer’s exact words when possible (“water damage” instead of “moisture
intrusion”).

o Keep the whole summary under 100 words.

9% <6

e End with a benefit they can see and feel (“looks brand new,” “energy bills will drop,”

“peace of mind knowing it’s protected”).

o Customize every single one — never copy/paste.

When you master this section, your proposals stop feeling like “quotes” and start feeling like
professional solutions from a top-tier contractor. Customers read it and immediately think “These

guys get it — let’s move forward.”

SECTION 4 — SCOPE OF WORK

This section is the heart of your Professional Proposal Summary Export.
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It is where you turn vague customer requests into a crystal-clear, bullet-point roadmap that leaves

zero room for misunderstandings.

When written correctly, the Scope of Work protects your profit, prevents “I thought you were
doing that” conversations, and makes your proposal look 10x more professional than every

competitor who just sends a lump-sum price with no details.

The Golden Rule for Scope of Work

List every task in simple, clear bullet points — in the exact order the work will be performed.
No paragraphs. No technical jargon. No long explanations.

Just short, action-oriented bullets that any customer (and any future judge or arbitrator) can

understand in 30 seconds.
Why Bullet Points Win

o Customers scan, they don’t read. Bullets are easy to read on a phone.
o [t forces you to think through the entire job (catching missed items before you price it).
o It protects your scope — if something is not on the list, it’s not included.

o It makes change orders easy later (“That item was not in the original scope”).
Official Example (Expanded & Professionalized)

Here is the exact example you provided, turned into the clean format you will actually send to

customers:
Scope of Work We will complete the water-damage restoration in your laundry room as follows:

* Protect all floors, furniture, and adjacent areas with drop cloths and plastic sheeting « Remove all
damaged drywall and dispose of it properly ¢ Inspect framing and insulation for hidden damage

Replace any rotted or compromised studs as needed ¢ Install new moisture-resistant drywall « Tape,
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mud, and sand all seams and screw heads to a smooth finish ¢ Prime the entire repaired surface

and prepare for painting
Pro Tips for Writing Bullet-Proof Scopes

Start every bullet with a strong action verb (Remove, Install, Replace, Inspect, etc.).
Keep each bullet to one line when possible.

Use the exact sequence the crew will follow — this prevents scheduling surprises.

A

Add quantities or sizes only when they matter for clarity (e.g., “Install 6 new recessed
lights”).

5. End with the final preparation step so the customer clearly sees the handoff point.
Real-World Examples from Different Trades

HVAC Replacement * Remove and dispose of existing 3-ton furnace and A/C unit ¢ Install new
16 SEER heat pump system in attic * Replace all supply and return ductwork ¢ Install new
programmable Wi-Fi thermostat * Pressure test and charge system ¢ Perform full system startup

and testing

Kitchen Remodel ¢ Protect floors and countertops *« Demo existing cabinets and countertops ¢
Remove old appliances ¢ Install new plumbing lines for sink and dishwasher ¢ Set new cabinets

and countertops * Install new lighting and electrical outlets * Final cleanup and walkthrough

Roofing * Remove existing shingles and underlayment ¢ Inspect and replace any damaged decking
* Install new ice-and-water shield in valleys and eaves * Install new synthetic underlayment ¢ Install

new architectural shingles ¢ Install new ridge vent and flashing ¢ Final cleanup and debris removal

When your Scope of Work is this clear, customers feel confident, objections disappear, and your

close rate climbs.

SECTION 5§ — PRICING SUMMARY
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This is the first transparent calculation in your Professional Proposal Summary Export — and

one of the most powerful trust-builders you have.

Customers hate “black-box” pricing. When they see exactly how you calculated labor (hours x
rate), they immediately feel you are being fair and professional instead of just throwing out a big
number. This single line reduces price objections by 40—60% and makes your entire proposal feel

premium and honest.
The Exact Formula

Labor Cost = Hours X Rate

e Hours = Total estimated hours to complete the work (include travel, setup, cleanup, and
any site-specific time)
e Rate = Your Minimum Rate per billable hour (the same number you calculated in your

Revenue Potential Worksheet — this ensures every job stays profitable)
Official Example
Hours: 5 Rate: $130/hr

5x130 =650

Labor Cost = $650
Real-World Contractor Examples

1. HVAC Replacement 14 hours x $135/hr = $1,890 (Full system removal, new install,
ductwork, testing)
2. Bathroom Remodel 38 hours x $125/hr = $4,750 (Demo, plumbing, electrical, tiling,

finish work)
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3. Plumbing Emergency Repair 2.5 hours x $140/hr = $350 (Water heater replacement +
leak repair)
4. Electrical Panel Upgrade 8 hours x $130/hr = $1,040 (Panel swap + new circuits + permit

coordination)
How to Present It in Your Proposal Summary

Show it as a clean, easy-to-read line (customers love this format):
Labor: 5 hours x $130/hr = $650

You can group multiple tasks under one labor line for simplicity, or break it out if the customer

asked for detail. Either way, keep it on the one-page summary so it’s impossible to miss.
Pro Tips for Maximum Impact

e Always use the same Minimum Rate company-wide (from your planning worksheets) so
every proposal is profitable.

e Round hours to the nearest half hour — never over-estimate.

o Ifthe job is very small, combine labor with material into one “Total Investment” line (but
still show the math if asked).

» This calculation protects you: if scope changes later, you can easily add “Additional 3 hours

x $130 = $390” as a change order.

5.2 Materials

This subsection makes your pricing completely transparent to the customer. Instead of lumping
everything into one mysterious total, you list the actual materials (or material groups) and their

real cost.

Customers love this because it shows you are not inflating numbers — you are simply passing
through the cost of the physical items plus your fair markup (covered in 5.3). It also protects you:

if material prices change dramatically later, you have a clear baseline for any price adjustment.
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How to Present Materials

o List materials in short, easy-to-read groups (never item-by-item unless the customer
specifically asks).
o Show the total material cost (what you actually pay the supplier).

o Keep it on one line or two for the one-page summary format.
Official Example
Drywall, screws, mud, primer = $85
Real-World Examples from Different Trades

HVAC Replacement New 16 SEER heat pump unit, refrigerant, ductwork materials, thermostat,

electrical wire and breakers = $4,250

Bathroom Remodel Moisture-resistant drywall, tile, grout, vanity, plumbing fixtures, paint, caulk

= $2,180

Roofing Project Architectural shingles, underlayment, ice-and-water shield, flashing, ridge vent,

nails = $6,750
Plumbing Repair New water heater, copper pipe, fittings, valves, insulation = $920

Pro Tip: Use supplier cost (not your selling price). Round to the nearest $5 or $10. This keeps the

summary clean and professional.

5.3 Markup

This is the grand finale of the pricing section — the single number the customer will remember
and act on.

After showing full transparency with labor (5.1), material cost (5.2), and markup (5.3), you now
combine everything into one clean, easy-to-understand total investment.
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The rounding step makes the proposal look polished, confident, and professional — exactly like
the high-end firms your customers expect.

The Exact Formula

Total Investment = Labor Cost + Material Cost + Markup Amount

Official Example
Labor (from 5.1): $650 Materials (from 5.2): $85 Markup (from 5.3): $25.50

650 + 85 + 25.50 = 760.50

Total before rounding = $760.50 Rounded up — $760
How to Present It in Your Proposal Summary
Total Investment: $760

(Place this line in large, bold font at the bottom of the pricing section — customers’ eyes go
straight to it.)

Real-World Examples

HVAC Replacement Labor: $1,890 Materials: $4,250 Markup (35%): $1,487.50 Total
Investment: $7,628 (rounded up)

Kitchen Remodel Labor: $4,750 Materials: $2,180 Markup (40%): $872 Total Investment:
$7,802 (rounded up)

Bathroom Repair Labor: $650 Materials: $85 Markup (30%): $25.50 Total Investment: $760
(as shown above)

Pro Tips for 5.4 Total Investment

e Always round to the nearest clean, professional number (most contractors round up to the
nearest $5, $10, $25, or $50 to build in a small buffer).

e Never show pennies in the final total — customers prefer whole dollars.

e You can show the full breakdown above for transparency, then display the bold rounded
total below.

o This single number is what closes the deal — make it look strong and confident.

When customers see the transparent math leading to one clean total, price objections almost
disappear. They feel they are hiring a true professional who is completely upfront.
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SECTION 6 — SCHEDULE

This section is the trust and expectation setter in your Professional Proposal Summary Export.

Customers hate uncertainty more than almost anything else. They want to know exactly when the
work will happen so they can plan their life, take time off work, arrange pets or kids, or coordinate

with other contractors. A vague “we’ll get to it soon” kills deals.

A clear, realistic schedule in your one-page summary removes anxiety, prevents last-minute
rescheduling drama, and makes you look organized and professional — exactly like the high-end

firms your customers want to hire.
The 3 Required Parts (in this exact order)

Every Schedule section must answer these three questions in short, bullet-point format:

1. Start — When the work will begin (give a realistic window).
2. Duration — How long the job will take once started.
3. Completion — When the customer can expect the job to be fully finished and ready for

use.
Official Example (Expanded & Professionalized)

Schedule « Start: Within 3—5 business days of deposit and permit approval  Duration: 1 day
Completion: Same day (by 5:00 p.m.)

This version is short, clear, and professional — exactly what you will copy into every proposal.
Real-World Examples from Different Trades

HVAC Replacement « Start: Week of April 17th (pending equipment delivery) ¢ Duration: 1-2
days « Completion: By end of day April 18th
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Kitchen Remodel « Start: Within 10—14 business days after final material selection * Duration: 8

working days « Completion: Friday, May 23rd (ready for use Saturday morning)

Bathroom Repair (Water Damage)  Start: Within 2-3 business days * Duration: 1 day
Completion: Same day (by 6:00 p.m.)

Roofing Project  Start: Monday, April 21st (weather permitting) « Duration: 2 days « Completion:
Tuesday, April 22nd by 4:00 p.m.

Pro Tips for a Bullet-Proof Schedule

e Always include a small buffer (“weather permitting” or “pending material delivery”) —
this protects you without scaring the customer.

o Use specific dates when possible (customers love seeing “April 22nd” instead of
“sometime next month”).

e Add the end-of-day time so they know when to expect their home back.

o Ifthe job is weather-dependent (roofing, exterior painting), always note it — this prevents
angry calls on rainy days.

o Keep it to 3 short bullets — never turn it into a long paragraph.

When your Schedule section is this clear, customers feel in control. They can confidently book the

job, and you dramatically reduce “when are you coming?” phone calls and rescheduling headaches.

SECTION 7 — ASSUMPTIONS

This section is one of the most powerful profit protectors in your entire Professional Proposal

Summary Export.

Assumptions are the quiet safety net that prevents “surprise” costs, arguments, and lost profit after
the job starts. They clearly state the conditions you based your price on. If any assumption turns
out to be wrong, you have a professional, documented reason to issue a change order instead of

eating the extra cost.
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Without a clear Assumptions section, customers (and their lawyers) can later claim “I thought that
was included.” With it, you look organized, transparent, and in control — exactly like the top-tier

contractors your customers want to hire.

The Golden Rule

List every important assumption in short, clear bullet points. Keep them factual and easy to

understand.
Official Example (Professional Version)
Assumptions We have based this proposal on the following conditions:

* Plumbing lines are functional and meet current code ¢ Electrical service is adequate and
functional * No hidden damage (mold, rot, asbestos, or structural issues) behind walls or under

floors ¢ Client will provide all fixtures, appliances, and finish materials prior to start date
Real-World Examples from Different Trades

HVAC Replacement ¢ Existing ductwork is in good condition and properly sized ¢ Electrical
panel has space for the new breaker ¢ Attic access is clear and safe for workers « Condensate drain

line can be routed to existing location

Kitchen Remodel « Walls and floors are structurally sound ¢ Gas line and electrical outlets meet
current code ¢ Client will select and provide all cabinets, countertops, and appliances before start

* No asbestos or lead paint is present

Roofing Project » Roof decking is in good condition (no more than 10% damaged) « Chimney and
vents are functional « Homeowner will provide clear access to all roof areas « Weather will allow

continuous work (no extended rain delays)

Bathroom Remodel ¢ Existing plumbing and electrical are functional « Subfloor is solid and level
* Client will provide all tile, fixtures, and vanity prior to install * No hidden water damage in walls

or under tub
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Pro Tips for Maximum Protection

e Always list the 46 most critical assumptions for that specific job (never use a generic list).

o Phrase them positively and professionally — never sound negative.

o Ifan assumption is violated during the job, you can immediately write a clear change order
(“Assumption #3 was incorrect — additional cost $X’).

o Keep the list short (4—7 bullets max) so it fits neatly on your one-page summary.

e Review the assumptions with the customer during the sales visit — this alone prevents 80%

of future disputes.

When your Assumptions section is this clear, customers respect you more, objections drop, and

you stop losing money on “surprises” that should have been change orders.

SECTION 8 — EXCLUSIONS

This section is your second major profit protector (right after Assumptions).

Exclusions are the clear, professional way of telling the customer exactly what is NOT included
in the price. Without them, customers often assume everything they can think of is part of the job

— and you end up doing free work or fighting over change orders later.

A well-written Exclusions section prevents 80-90% of post-sale disputes, protects your margin,

and actually makes you look more professional (top-tier contractors always list exclusions clearly).

The Golden Rule

List exclusions in short, simple bullet points. Be specific but polite. Never sound negative — just

factual.

Official Example (Professional Version)

Exclusions The following items are not included in this proposal:
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* Painting of repaired areas * Electrical upgrades or new circuits ¢ Structural repairs beyond basic

framing * Mold remediation or asbestos abatement

Real-World Examples from Different Trades

HVAC Replacement * Removal or modification of existing ductwork in walls or floors * Electrical
panel upgrades or new dedicated circuits * Condensate pump or drain line extensions beyond 10

feet « Permits or inspection fees

Kitchen Remodel ¢ Plumbing or electrical work beyond the immediate work area ¢ Cabinetry,
countertops, or appliances (client-supplied) ¢ Tile or flooring installation outside the kitchen

Painting or wallpaper removal

Roofing Project » Repair or replacement of roof decking beyond 10% damage « Chimney rebuild
or flashing work « Gutters, downspouts, or soffit/fascia repair * Interior ceiling or drywall repair

from leaks

Bathroom Remodel ¢ Tile or flooring outside the bathroom ¢ Vanity, fixtures, or accessories
(client-supplied) * Plumbing or electrical beyond 10 feet of the work area « Mold remediation if

discovered

Pro Tips for Bullet-Proof Exclusions

¢ Always list the 4-6 most common things customers might assume are included.

e Usethe phrase “notincluded in this proposal” so it’s crystal clear.

e If something is discovered during the job that was excluded, you can immediately
issue a professional change order.

e Review exclusions verbally with the customer during the sales visit — this single step
eliminates almost all misunderstandings.

o Keep the list short so it fits neatly on your one-page summary.

When your Exclusions section is this clear and professional, customers respect the boundaries,

price objections drop, and you stop accidentally doing free work.
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SECTION 9 — WARRANTY

This section is the trust closer in your Professional Proposal Summary Export.

It is the part of the proposal where customers feel safe saying “yes.” A clear, confident warranty
shows you stand behind your work, reduces fear of callbacks, and separates you from low-price

competitors who offer vague or no warranty at all.

When written professionally, the Warranty section turns a potential objection (“What if something

goes wrong?”) into a reason to choose you.
The Golden Rule

Keep it short, specific, and benefit-focused. State exactly what is covered, for how long, and what

the customer can expect.
Official Example (Professional Version)
Warranty We stand behind our work with the following guarantees:

* l-year workmanship warranty on all labor performed ¢ Full manufacturer’s warranty on all
materials and equipment installed « 100% satisfaction guarantee — if you are not completely happy

with the finished work, we will return and make it right at no additional charge
Real-World Examples from Different Trades

HVAC Replacement ¢ 2-year full labor warranty on installation and service ¢ 10-year
manufacturer parts warranty on the new heat pump and compressor ¢ Lifetime warranty on all new

ductwork seams and connections

Kitchen Remodel ¢ 2-year workmanship warranty on all cabinetry, countertops, and tile
installation ¢ Full manufacturer warranties on appliances and plumbing fixtures ¢ 1-year warranty

on all electrical and plumbing work
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Roofing Project * 5-year workmanship warranty on labor and installation * 30-year manufacturer

warranty on architectural shingles * 10-year warranty on all flashing and underlayment

Bathroom Repair (Water Damage) * 2-year workmanship warranty on drywall, framing, and
moisture-resistant installation * Lifetime warranty on all new plumbing lines installed ¢ 1-year

mold-prevention guarantee on the repaired area
Pro Tips for a Powerful Warranty Section

e Always list both labor/workmanship and manufacturer warranties — customers want to
know both.

e Add your “100% satisfaction guarantee” line — it removes the last bit of fear and
dramatically increases close rates.

o Keep it to 3—4 bullets max so it fits cleanly on the one-page summary.

e Review the warranty verbally during the sales visit (“If anything goes wrong in the next
two years, we fix it free — no questions asked”).

e Never promise more than you can deliver — a strong, realistic warranty builds lifelong

customers.

When your Warranty section is this clear and confident, customers feel protected and professional

— and they sign faster.

SECTION 10 — ACCEPTANCE

The Client acknowledges that they have read this Agreement in its entirety, understand all terms
and conditions, and agree to be legally bound by them. This Agreement shall become effective
upon execution by both parties.

CLIENT

Client Name (Printed):

Signature:

Date:
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SERVICE PROVIDER

[Your Company Name] Authorized Representative (Printed):

Signature:

Date:

Quick options I can do next (just say the word):

1. Add electronic signature language (e.g. “Electronic signatures via DocuSign, Adobe
Sign, or similar platforms are valid and binding”)

Add a Witness line

Make the language more formal/stronger (full legal-style clause)

Turn the whole thing into a one-page printable PDF-ready layout (Markdown or LaTeX)

IS

Paste Sections 1-9 and I’ll compile the complete professional contract with consistent

formatting, table of contents, etc.

SECTION 11 — FULL PROPOSAL
EXAMPLE

PROJECT PROPOSAL Bathroom Tile Replacement
Prepared for: John Smith Prepared by: ABC Remodeling Date: March 15, 2026

Executive Summary We will remove damaged drywall, repair framing, install new drywall,
tape, mud, sand, and prime.

Scope of Work
e Protect work area
e Remove damaged drywall

e Replace studs as needed
e Install new drywall
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e Tape, mud, sand, and finish
e Prime surfaces for painting
Pricing

Item Amount
Labor  $650.00
Materials $85.00
Markup $25.50
Total  $760.50

Schedule 1 day (completion within 24 hours of start)

Assumptions

o Existing plumbing is fully functional
e No structural or electrical issues discovered during demolition

Exclusions
o Painting of finished surfaces
o Tile installation (if required)

e Permit fees (if applicable)

Warranty 1-year warranty on labor and materials

P4 One LLC

Clean, client-ready layout with a proper pricing table (easy to read and professional).

Quick next-step options — just tell me what you want:

1. Update the example (change project name to actual tile work, adjust scope/pricing, etc.)

2. Add this as an appendix to the full contract (I can merge Sections 1-11 right now)

3. Make it fillable (add blank lines or turn it into a reusable template with [ Your Client

Name] placeholders)

4. Convert the whole document (Sections 1-11) into one clean, printable PDF-ready

contract (with table of contents, page numbers, and consistent styling)

5. Add electronic signature fields to the full proposal example
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SECTION 12 — WORKSHEETS

12.1 Proposal Worksheet

Client:

Project:

Date:

Executive Summary:

Scope of Work
Pricing

Item Calculation Amount
Labor hrs x $ /hr $
Materials $
Markup % $
Total S
Schedule:
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Assumptions:

Exclusions:

Warranty:

Client Signature:

Date:

SECTION 13 — CHECKLIST

13.1 Proposal Checklist
Use this checklist to review every proposal before sending it to the client:

o Executive summary included
e Scope is clear

e Pricing is accurate

e Assumptions listed

o Exclusions listed

e Warranty included

e Signature line included

Checklist completed by: Date:

SECTION 14 — SCHEMA

14.1 Proposal Development Schema

This diagram shows the standard sequential workflow used to build every complete proposal:
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Inputs | Scope | Pricing | Assumptions | Exclusions | Warranty | Signature

CHAPTER 6 — AI OPERATOR TOOLKIT

6.1 Ready-to-Use AI Prompts
(Copy and paste directly into ChatGPT, Grok, Claude, or any Al tool)
Estimating Prompt

text

Act as a contractor estimator. Based on this scope: . Estimate labor

hours, materials, and potential risks.

Material List Prompt

text

Generate a materials list for the following scope:

Client Follow-Up Prompt

text

Write a professional follow-up message after sending a proposal.
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6.2 Common Al Use Cases for Contractors
Use these as quick starting points for any Al tool:

e Proposal generation

e Change order drafting

e Client communication

e Material lists

e Scope creation

e Daily job reports

e Marketing descriptions
o Hiring job posts

o Safety documentation

Kept every word exactly as you provided — just organized with clear headings and code
blocks so you can copy the prompts instantly.

Hiring job posts
Safety documentation

SECTION 1 — PURPOSE OF THIS
ENGINE

This engine teaches contractors how to use Al to:

e Write proposals

e Write change orders

e Write emails

e Write job descriptions

o Write safety notes

o Write marketing content
e Write scopes

e Write daily logs

This is the most powerful engine in the system.
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SECTION 2 — PROMPT SCHEMA

The Prompt Schema is the foundation for getting consistent, high-quality results from any Al

tool. Every effective prompt must include these five critical components:

1. Role — Define who the AI should act as This gives the Al the right expertise and
perspective. Example: “Act as an experienced general contractor with 15 years in
residential remodeling” or “Act as a professional estimator.”

2. Task — Clearly state what you want the Al to do This is the main action or output you
need. Example: “Create a detailed project proposal” or “Write a professional follow-up
email.”

3. Context — Provide all relevant background information Include project details, client
information, site conditions, constraints, measurements, etc. The more precise the context,
the more accurate and useful the result.

4. Format — Specify exactly how you want the response delivered Example: “Use the exact
structure from Section 11 with a professional pricing table” or “Deliver as bullet points
with headings and a total cost summary.”

5. Tone — Define the desired tone of voice Example: “Use a professional yet friendly tone”

or “Keep it simple, clear, and authoritative.”

Example of a Complete Prompt Using This Schema

text

Act as an experienced general contractor with 15 years in residential
remodeling (Role) .

Create a professional project proposal for a bathroom renovation (Task).

The client wants to replace the floor tiles, update the vanity, and repaint
the walls. The bathroom is 8x10 feet, existing plumbing is functional, and we
have already measured on site (Context).

Output the proposal using the exact structure from Section 11 of our manual,

including Executive Summary, Scope of Work, Pricing table, Schedule,

Assumptions, Exclusions, and Warranty (Format) .

Use a professional yet friendly tone (Tone).
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SECTION 3 — PROPOSAL PROMPTS

Full Proposal Prompt
“Act as a professional contractor. Create a clean proposal summary. Scope: . Materials:
. Labor hours: . Rate: . Include assumptions, exclusions, schedule, and warranty.”

SECTION 4 — CHANGE ORDER
PROMPTS

Full CO Prompt
“Create a change order. Description: . Reason: . Labor: . Materials:
Schedule impact: . Include signature line.”

SECTION 5 — COMMUNICATION
PROMPTS

Appointment Confirmation

“Write a professional appointment confirmation for . Include time window, preparation

steps, and contact info.”

Job Update

“Write a job update explaining . Keep it simple and professional.”

Completion Message

“Write a job completion message thanking the client and explaining next steps.”
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SECTION 6 — SAFETY PROMPTS

Toolbox Talk

“Create a 5-minute toolbox talk about . Include hazards, PPE, and safe steps.”

SECTION 7 — SCOPE PROMPTS

Scope Builder

“Create a clear bullet-point scope for . Include materials, labor steps, and preparation.”

SECTION 8 — MARKETING PROMPTS

Google Post
“Write a Google Business post about . Keep it short and professional.”
Service Description

“Write a service description for . Include benefits and what’s included.”

SECTION 9 — HIRING PROMPTS

Job Description
“Write a job description for a . Include responsibilities, requirements, and pay range.”
Interview Questions

“Create interview questions for a . Include technical and behavioral questions.”
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SECTION 10 — DOCUMENTATION
PROMPTS

Daily Report
“Create a daily job report. Work completed: . Issues: . Materials used: . Next
steps: . Weather: . Crew:

SECTION 11 — CHECKLIST

Use this checklist every time you create or refine a prompt before using it on a real project:

e Tused the prompt schema

e Iincluded role, task, context
e I requested the correct format
e I reviewed the output

o Isaved the best prompts

Checklist completed by: Date:

SECTION 12 — SCHEMA

Role — Task — Context — Format — Tone — Output

APPENDIX A — IMPLEMENTATION
TEMPLANTE PACK
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1. Professional Proposal Template

PROJECT PROPOSAL

Prepared for:

Project Address:

Date:

Prepared by:

EXECUTIVE SUMMARY

Brief explanation of the project.

SCOPE OF WORK
* Task 1
® Task 2
* Task 3

PRICING SUMMARY
Labor: hours x $ =$

Materials: $

Material Markup:$_

TOTAL PROJECT PRICE
$

SCHEDULE

Start Date:

Estimated Duration:

ASSUMPTIONS
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¢ Assumption 1

e Assumption 2

EXCLUSIONS
¢ [tem not included

¢ [tem not included

WARRANTY

1-year workmanship warranty.

ACCEPTANCE

Client Name:

Signature:

Date:

2. Change Order Template

CHANGE ORDER

CO #:

Project:

Client:

Date:

DESCRIPTION OF CHANGE

REASON
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I Client Request

1 Hidden Damage
1 Material Change
1 Condition Change
] Schedule Impact

LABOR

hours x $

MATERIALS
$ :

MARKUP
$__

TOTAL CHANGE ORDER

$

SCHEDULE IMPACT
[1None
[1Adds days

CLIENT APPROVAL

Name:

Signature:

Date:
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3. Scope Builder Template

PROJECT SCOPE

Project:

Preparation
¢ Protect work area

* Remove existing materials

Construction

¢ |[nstall

* Repair

Finishing
e Sand
¢ Paint

¢ Clean site

4. Daily Job Report Template

DAILY JOB REPORT

Project:

Date:

Crew Members:

WORK COMPLETED
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MATERIALS USED

ISSUES

NEXT STEPS

WEATHER

5. Client Communication Template

APPOINTMENT CONFIRMATION

Hello [Client Name],

This message confirms your appointment on [date] between [time window].
Please ensure access to the work area.

If you have any questions, contact us at [phone humber].

Thank you.
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APPENDIX B — FULL WORKBOOK

All worksheets from all chapters combined

WORKBOOK CONTENTS
Chapter 1 Worksheets

e Labor burden worksheet
e Overhead worksheet

e Minimum rate worksheet
Chapter 2 Worksheets

e Change order worksheet

e Change order log
Chapter 3 Worksheets

e Annual revenue target
e Labor capacity

e Revenue potential

e Gap analysis

e Hiring plan

e Seasonality map

e Monthly revenue plan
Chapter 4 Worksheets

e Margin leak worksheet
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e Monthly leak summary
Chapter S Worksheets

e Proposal worksheet

Chapter 6 Worksheets

e Prompt builder worksheet

P4 One LLC

APPENDIX C — SLIDE DECK OUTLINE

Slide 1 — Title

Contractor Authority System™
Slide 2 — Overview

6 engines

Slide 3—10 — Chapter Summaries
Each chapter summarized in bullets
Slide 11 — Worksheets

How to use them

Slide 12 — AI Toolkit

Prompt schema

Slide 13 — Certification

Requirements
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APPENDIX D — CERTIFICATION PAGE

This certifies that: Name:

Company:

Has completed all 6 engines

Date:

Instructor:

Signature:

APPENDIX E — ADDITIONAL
RESOURCES

Recommended Tools

* Accounting software

* Estimating software

* Document storage

* Project management tools

» Al tools for contractors

APPENDIX F — THANK YOU PAGE

Thank you for choosing to operate with authority.

Professional contractors rely on systems — not guesswork.
Build with discipline.

Operate with clarity.

Protect your margins.

P4 One LLC

P40One.com

Digital Systems for Professional Contractors
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