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Shawn McCadden is a nationally-known speaker, business trainer, columnist and award-winning 
remodeler. As a Certified Remodeler, Certified Lead Carpenter, and RRP Certified Renovator 
Instructor McCadden has more than 40 years of personal experience in the remodeling and new 
home construction industries. He was the owner of his own multi-million-dollar design/build 
remodeling business, Custom Contracting, Inc., in Arlington, Massachusetts until he sold that 
business in May 2004; was the co-founder of the Residential Design/Build Institute, which trained 
best business practices to remodelers and contractors across the nation; and served as Director of 
Business Innovations for a nationally known kitchen and bath franchise. 
 

As a professional speaker, he offers an impressive array of motivational, instructional and keynote 
presentations. Shawn is also available to facilitate meetings and focus groups for businesses and 
other entities. 
 

Shawn has received many industry awards including the National Association of the Remodeling 
Industry’s (NARI) Harold Hammerman Sprit of Education Award, several NARI CotY Awards, 
Remodeling Magazine’s BIG50, QR Magazine’s Top 500, and several awards from the American 
Society of Business Publication Editors (ASBPE) for his magazine columns. 
 

An active member of NARI for over 25 years, McCadden has served as a NARI National Regional 
Vice President, a Massachusetts local NARI Board Representative and has been a long-time member 
of the NARI Certification Board.  He has his own blog, writes for many industry publications and 
speaks at association meetings, industry trade shows and conventions throughout the year.  He 
writes a monthly column for Qualified Remodeler magazine. 
 

 

 

"Attending your seminar earlier today was like finding 
the key to a door I've been trying to unlock for a long 
time... and then having it swing open to reveal a room 
full of all the tools I need to survive and succeed.  I've 
paid to attend classes at top business schools, but got 
more out of yours than any of them.  I can't thank you 
enough" 
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Why Are You Here?

“What if” for a “What if”

 Guess on labor
hours

 Guess on Labor
cost/hour

 Guess on Mark-up
 Equals guess

what?
 WAG vs. SWAG?
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Knowing What To Charge

 Understanding the game
gives confidence!

 How money comes in
 How money goes out
 How to predict what to

charge so enough money
comes in to cover what
goes out

 Chasing Dollars vs. Profit?

The Financial System 
What we will discuss:

1. The need to use one
common language

2. Knowing what to
charge

3. Understanding Direct
vs. Indirect costs

4. Know what needs to be
in your Estimate and
how to get it there

5. Creating good cash flow
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Talk The Talk, Before You 
Can Walk?

 What is this vehicle
called?

 What’s in the
vehicle?

 We cannot make
assumptions,
unless we all speak
the same
language!

Total Sales Volume

Direct Costs + Indirect Costs = Sales Volume

Overhead/G&A 
+ Net Profit    
= Indirect costs

Direct Costs 
or COGS

Overhead 
or G&A
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Financial Plan for Profit: 
Build a Budget!

 Target a Net Operating Profit
(5-10%)

 Estimate Expenses
(Overhead or G&A)

 Determine Gross Profit needed:
(Net Operating Profit + G&A)

 Anticipate Direct Costs/COG
using Historical Information

Direct Costs or COGS

 All costs directly associated to producing
the project(s).

 How do you budget for these expenses
before you know what projects will be
sold?

 What to keep in mind about Direct Costs.
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Listing Direct Costs

 Materials
 Labor
 Subcontractors
 Equipment rental
 Cell phones
 Vehicle expenses and

Maintenance
 Vehicle allowances
 Employee and Client

meetings

 Employee Benefits
 Liability Insurance
 Workers Comp

Insurance
 Tools and Tool

Maintenance
 General production

supplies
 Employee training
 Others?

Deciding What To Sell And Why

 Materials vs. Labor?
 Make jobs more

material intensive
• Same labor
• More gross profit

 Raises volume without
the need for more
resources!
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Help Deciding What To Sell And Why

Total Sales Volume

$600K + $400K = $1 Million Sales Volume

Overhead/G&A
+ Net Profit
= Indirect costs

$600K

$300K
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Establishing the Mark-up:

 What is a “Professional
Mark-up”?

 Why is his mark-up
different than mine?

 The risk of copying
someone’s markup…

Indirect costs ÷ Direct costs = Mark-up %

Determining Your 
Mark-up

Indirect Costs ÷ Direct Costs = Mark-up %

$400,000 ÷ $600,000 = .67% (.6666)

Should you Round up or Down?
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Determining Your Sell Price

 To use Mark-up to determine sales
price add 1.00 to the Mark-up % =
1.67 Mark-up

 COGS X Mark-up = Sales Price

 $600,000 X 1.67 = $1,002,000

Determining Your Margin

 Sales Price – Direct Costs = Gross
Profit

 Gross Profit ÷ Sales Price = GPM%

 $400,000 ÷ $1,000,000 = 40% GPM

 1.67 Mark-up = 40% GPM
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Make Sure All Direct Costs End 
Up In Your Estimate.

 Why?
 Burdened Labor?
 Covering odd

supplies?
 How much does it

cost to miss things
on the estimate?

What is Overhead or G&A?

 Overhead includes all business expenses
that are not covered under direct job costs.

 Such things as office expenses, marketing,
the salaries of the office staff and
salespeople

 All of the items
needed to run
the business
off the job site
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Calculating Your Business 
Overhead Costs:

 The simplest place to find your overhead
expenses is from a properly formatted
Profit and Loss Statement (P&L)

 Provides an exact history of all income
and expenses for a specified time period.

 By gathering and factoring in known or
predicted changes, you can create an
estimate of future overhead expenses.

 Do you need to consider Balance Sheet
items?

How Does Volume Drive Gross Profit?

 Your G&A Costs and Net
Operating Profit are
determined based on a
target Sales Volume

 Your Direct Costs/COGS are
determined based on a
target Sales Volume

 Your Mark-up is based on
the same projected Sales
Volume and includes a
planned Net Profit
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How Does Volume Affect Gross 
Profit?

 What happens if
Sales Volume
goes up?

 What happens if
Sales Volume
goes down?

What is Break Even?

 The total amount
of installed sales a
company must
complete just to
meet the overhead
expenses of the
business.

 This is before
any net profit is
realized.

Can we at 

least break even?
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Determining Break Even

 Total Overhead Expense ÷ Gross Profit
Margin = Break Even Sales Volume

 G&A ÷ GPM = Break Even
 $300,000. ÷ .40% = $750,000.

Note: Break Even does not
include any Net Profit!

Keeping Your Break Even Easy 
To Determine

 Stay with one Mark-up for all
projects sold and for all
components of a project’s
estimate

 If you choose to do differently:
• Be sure to create your budget

based on a definite strategy
• Have a way to track your

strategy as business happens
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Businesses Seldom Fail Because 
They Are  Not Profitable

It is mainly 
because 
they run out 
of cash!

Cash Vs. Accrual Accounting

What is the
difference?

Why use
one Vs. the
other?
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Benefits of Accrual Accounting

 Know before end of month what you
will owe

 Know before you need to pay bills
how much money you will or will not
have.

 Keeps track of who you owe money
to.

 Keeps track of who owes you money
and when.

Managing Cash Flow

 Finance or Lease vs.
buying with cash

 Project payment
schedules should
match cash flow
needs of the project

 Use Front Loading
(If it’s legal)
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What To Do To Avoid Under Billing

 Not the same as undercharging!
 Means you have done more work

than the money collected to date
 Estimate projects in critical path

order
 Use “When Ready For”  in your

payment schedules
 Front Load!  You are not the bank!

So, How Do I Know If I’m 
Making Money?

 First, complete your business budget, the
planned route for success.

 Believe what your budget tells you to do!
 Create standard methods and systems to

monitor performance.
 Create standard policies to follow.

Follow Them!
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Today’s Classes
Brought To You By

Thanks for the 
Opportunity!

Shawn McCadden CR/CLC
shawn@shawnmccadden.com
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Financial Formulas 

The following are financial formulas you should understand and have 
available if you cannot or do not want to commit them to memory. 

The terms used should become part of your remodeling business 
vocabulary: 

Direct Costs (COG) + Overhead (G&A) + Net Operating Profit = Sales Volume 

Overhead (G&A) + Net Operating Profit = Indirect Costs 

Sales Price – Direct Costs (COG) = Gross Profit 

Gross Profit / Sales Price = GPM % 

Indirect Costs / Direct Costs = Mark-up % 

Direct Costs X Markup = Sell Price 

1.00 – GPM = Divisor 

Direct Costs / Divisor = Sell Price 

Gross Profit – Overhead = Net Profit 

Net Profit / Sell Price = Net Profit % 

Total Overhead Expense / Gross Profit Margin = Break Even Sales Volume 
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KEY BUSINESS CONCEPTS TO LEARN AND UNDERSTAND!! 
1. The total amount of money that can be collected during one business year for work

completed by the company should be determined based on past experience and/or
the capabilities of the company. (Volume)

2. Gathering known business operation expense figures for the anticipated volume of
installed sales, you can create an estimate for what it will actually cost you just to
be in business even if you don’t produce any work.   These are expenses that cannot
be assigned to a particular project.  (Overhead)

3. By being honest with yourself, rewarding yourself for the risk of being in business,
and by planning for the future growth of your business, your business can plan for
financial compensation.  (Profit)

4. Overhead and Profit added together make up the total Indirect Costs of the
business.

5. By knowing your overhead and what you want for planned profit, you can determine
how much you need to charge over and above the estimated project cost to be
successful.  (Mark-up)  Markup is determined by dividing the total Indirect Costs
by the total Direct Costs.

6. Predicting the cost of labor, cost of project related equipment, as well as material
and subcontractor costs, you can determine what the production related cost should
be to complete the project. (Estimate)

7. By increasing the estimated cost with a predetermined mark-up amount you can
establish the price your company must charge to successfully complete a project.
(Sell Price)

8. By keeping track of actual production related expenses (Direct Job Costs), and
comparing the expenses against the estimated project cost you can measure the
success of your production performance as well as the accuracy of the estimate
that was created. (Job Costing)

9. Through the use of job costing you will know how much money is left from the sell
price after paying all production related expenses.  (Gross Profit)   This is
expressed as the Gross Profit Margin. (GPM)    To calculate the Gross Profit
Margin, divide the gross profit for a particular project (or time period) by the total
sell price of that project (or time period).

10. After paying all overhead related expenses, from the gross profit, you can
determine how much money is left to compensate the business. (Net Profit)

11. It is important to know how much business your company must complete in installed
sales before it actually starts making a profit. (Break Even)    This is determined by
dividing the known total overhead expense by the gross profit margin.
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