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Improving Job Profit

The profit the company makes across all jobs progressed each period is critical to the health
of the business.

The job profit should at least cover the company overhead costs not covered in the
individual jobs, otherwise serious cash flow problems could occur.

Any additional profit can then be used to pay dividend to shareholders, and crucially to grow
the business, such as by expanding the capital base (infrastructure) and targeted investments.

We will now look in detail at how job profit is defined, and how it can be improved.



Improving Job Profit

i Job 4 (Completed early)

Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”

Management consultants report  Risk analysis

JOB SUMMARY

] | =y Feiiod identified:

Country:  nited Kingdam
o BID SUBMITTED
y‘ L‘“ Location: Eangr_l,l Wha.rf Estimated design cost:
Type: Design & Buid Conzultant uzed
2l med= u;izzi :diiium E stimated build cost:
Approw value: 9,000,000 Esiimezd %te CDS:E
Duration: 3 periods MHE_DS:
Description:  Extension to conference centre = EU'E:
Sector: Building & Cornmercial 1=
Client: Madizon Bank, | £ reeEmE s
BID RESULT
Job won|
ESTIMATED COSTS / PLANNED LABOUR SCHEDULE Tender Repart |
Job | Estimated| Estimated Planned, Cumul%:
period| build cost| site cost labour| complete =
1 | 2127534 425507 54 30 ?;DD,!"F
2 | 3545890 709178 a0 80 Y
3 | 1418356 283671 36| 100
Consider the following example.
E:
E—— The company were successful in submitting a bid for job 4.
Riskde The expected profit to be made on the job was the markup (margin) of 4.7% of the job costs.
Lozz of L . . .
Pesonn 1N Monetary terms the expected profit is is the difference between the bid value to be earned from the client
Structun

KEY POINTS

JOB PROGRESS
]

PROCUREMENT DETAILS

(9,823,740) and the expected costs (9,382,750) i.e., 440,990.

10 % of build cost
. The PW Partnership = Details |
7.031,780
1.418.356
163,436
17 %
9,823,740 il

1 zatisfactary
1: 54576

When progressing a job the actual profit made can differ from the expected profit due to factors that affect

the bid value earned and the expected costs.
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# Job performance Navigate to "Main menu/Measuring performance/Assessing performance/Job performance”

Management consultant report  Graphical analysis

ALL JOBS IDENTIFIED

JOBS WON

TERMINOLOGY
[Completion Ratio] Meazure of how efficiently a job iz completed in itz final period bazed upon the labour allocated [O=waorze pozzible; 1 is perfect]

Rigk analyziz [Cost)
Rizk analyziz (Delays|
Retention analysis

= 5 In . |Periods Cost Profit| Profit %
Job | In |Type| Size |Sector Client Status e Schedule | Ratio Run incurred made| of cost
4 | UK | DB | Medium |[Building & Commercial — [Madizon Bank, Completed early 4 [Eary 0497 2 9,185,993 E2E,561 FhE
5 | UK | BO Small | Transport Eazt Midlands County Council | Completed an time 4 [On Time 0.96 2 2,099,767 B7.147 2%
29 | Uk | BO Small | Transport HS Rail Connection Group Completed late 6 |Late 037 3 1,332 505 257 21%
32 | Us | BO Small [Bulding & Commercial — |FIFS North Amenca 2026 Completed on time 5 On Time 0.96 & 5,768,797 4 1 06 %
34 | Uk | BO Small |Energy Breeze Energy Completed on time 5 On Time 094 3 5,240,331 29 40%
43 | UK | BO Small W ater & Sewage E nglizh "W atenwans Completed on time 5 Orn Time 093 2 1.624M" 239 485%
B2 | UK | BO | Medium | Transport HS Rail Connection Group Completed on time 7 On Time 0.3z 3 e 22006 BB X
E7 |S¥R | BO Small |Energy Syrian Pipelines Completed on time 7 [On Time 0. 3 » 98,570 38%
75 | UK | BO Small | ater & Sewage Fenlands County Council Completed late 2 |Late 037 3 40,220 08
82 | IRQ | DB | Medum |Bulding & Commercial  |lraq TranGen 2003 Completed on time 8  |OnTime 09z 2 458,609 48 %
110 |UAE | BO | Medium [Enemgy Emirates Energy In progress [ 732417 84%
118 | UK | BO | Medium |[Building % Commercial |k aster Brewers UK. In progress 1] 282480 B.7 %
128 | UK | BO Small W ater & Sewage Dales Water Services Completed on time 8 On Time .4‘43| 76,554 AT E
137 | UK. | BO | Medium ['Water & Sewage The Ervironment Department | 1n progress 4,954| A1323) 17 %
167 | US | BO | Medium [Energy Firzgt "Wind US4 I progress |
181 | UK | BO Small | ater & Sewage London W ater Services In progress |

After completing job 4, and reviewing the performance for the job, it can be seen that the actual profit

made was 7.5% (686,861) of the job costs, far more than the expected profit of 4.7% (440,990).

We will now look at the factors that can affect the actual profit.
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i Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”
Management consultants report  Risk analysis
JOB SUMMARY JOB PROGRESS
e | PPy Peticd identified: 1 PROCUREMENT DETAILS
Country: Urited Kingdom BID SUBMITTED
ﬁ ﬂ LDC.?BI:E Ezzgi ;Vg:rlfj E stirnated design cost: 10 % of build cost

Conzultant uzed: The PW Partnership  Details |

Bt model “;;:2; ;E:dium Estingted build cost: 7,091,780
Apprax value: 3,000,000 E ztimated site cost: 1.418,356
Dwration: 3 periods BREzss lselicl

b ark-up: 47 E

Description:  Estenzion to conference centre

id: 7
Sector: Building & Cormmercial EL. SRR —I

Client:
BID RESULT
Job won|
ESTIMATED COSTS 7 PLAMMED LABOUR SCHEDULE M&I
Job | Estimated| Estimated Planned, Cumul %
period| build cost| site cost labour| complete BIDDING INFORMATION
1 | 2.1 2?',534| 425,5EIF| 54| 30 The client relationshin whan bid submitted:  satisfact
2 | 3,545,SEIEI| 709 1 ?8| SD| a0 \:IEIEH 1ela |on§ |pthw .er; t|,|1 zubimi ted. zatizfacton
en progressing the job the expecte
3| 1418358 283671 3| Uy walue [turnover) for each man period i 4578

7091780 1,418,356 180

LABOUR PRODUCTIVITY
The job is progressed by allocating labour each period, and the total man periods needed to complete the job are 180.

If the bid value of 9,823,740 is divided by the total man periods (180), the expected value (turnover) for each man period
progressed is 54,576. This is a measure of the labour productivity.

The bid bid value to be recovered from the client cannot be altered. However, it is possible to improve, or reduce, the labour

productivity in a number of ways, with the following results :-

= |f the labour productivity increases, the bid value is recovered quicker with less labour needed, and hence reduced overall
costs, and a higher than expected job profit.

= |f the labour productivity reduces, the bid value is recovered slower with more labour needed, and hence increased overall
costs, and a lower than expected job profit.

We will not investigate the factors that can affect the labour productivity.
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£ Navigate to "Main menu/Measuring performance/Assessing performance/Project manager history”
Gradings

Improvement factors Detenoration factors
Bonus payments in the period
Y
Basic E:ﬁﬁ; : Affect of | Affect of Atf;ﬁ;f Overall | RE3son =
Hame Base |Per| Status |Job| In | Sector BIn . % |Expectation level bonus job . for
grading s payment | location over from | grading leaving
company another
Gordon Fitch k. | B | Ondob | 75 | UK |water & Sewage ez | ewcellent nome 5% | Still at Hiztory Level | noticeable none none excelent
¥ | Ondob | 75 [ UE [wWater & Sewage ez | ewcellent rmarginal 5% | Still at Hiztory Level | noticeable none none excelent
8 | Ondob | 75 | UK [Water & Sewage ez | ewmcellent zmall 5% |Abowe Histor Lewvel zmall none none excelent
Gordon Simcoe | UK | 3 | OnJdob | 4 | UK |Building & Commercial | ez | wery good nome 4 % |History Lewvel reazonable none none excelent
4 | Ondob | 4 | UK |Building & Commercial | Wes | very good rmarginal 4 % |History Lewvel reazonable none none  excellent

LABOUR PRODUCTIVITY: PROJECT MANAGER PERFORMANCE

A project manager with well-matched experience for a particular type of job will improve the productivity of
all the labour on site, own and subcontract, whereas a unsuitable project manager can reduce the productivity.

For job 4, Gordon Simcoe’s performance was ‘excellent’ for the 2 periods of the job, which improved the
productivity of the labour on site significantly.

How can we see this improvement ?
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¥ Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”

Management consultants report  Risk analysis

JOB SUMMARY JOB PROGRESS
Job progression

Planned schedule Actual progress By penod

Actual| IMeffect) Ineffect e 0! actual % Profit%| Cumul cumul

Job Planned| Cumul % . .
N Period| Status due to due to Completion status Profit profit %
period labyour complete labour T ey labour|complete ‘ of cost profit of cost
1 | 54| a0 ?.;| 3 |F'a3t | ?3| EI.EI| 01 | ?2.EI| 41.47 °/o|.-'1'ahea|:| of zchedule | A E,BDB| a4 f’é| K] E,BEIB| g4
2 | E!IZI| an 3;| 4 |F'ast | 'IIZI?| D.EI| EI.EI| 'IEI?.EI| 100 Z|Eampleled ealy | S?EI,EIEB| 6.8 3;| 656,561 | Fhx
3 36 100 %| | | | | | | | | | |

Tatal planned labour needed to complete the job iz 180,

"""""" : TSI ORE A RIS N TS TS AL nes Snar Ta sans T ne T s can EArY PERIOD THE JOB HAS BEEN PROGRESSED
LABOUR PRODUCTIVITY: PROJECT MANAGER PERFORMANCE
Measwed value: 5743664 7|
During period 4 of the job Gordon Simcoe’s performance was ‘excellent’. Eary ':Dmp'?t'c'” ban.: 49119
atal value: 5.798.783
Total cost; RAZ875
Clicking on the “?’ drill down next to the measured value for the period shows that the Tatal profit 370,058 (6.8 % of costs)

expected value (turnover) earned from the client, or labour productivity, was
increased by 1.45% as a result of Gordon Simcoe’s ‘excellent’ performance. PROGRESS TO DATE

¥ Measured Value for Job 4 in Period 4 ‘ - 10| x|
Effective labaur on site in the perod: 107 «
The walue earmed by a labourer each penod: B4, 576 [the bid submitted for the job 3,825, . Hed by the total planned labour for the job 180 labourers)

Expected value: 5839632

Adjustments: % Project manager expertize increases job value by 1.45%

The level of own labour layoffs acrozs the company increases job walue by 0.5%
The number of subcontractors used across the company reduces job walue by 0.7 29%
Completing the job before the end of the period reduces job value by 3.36%

Actual value: 5.749.664
Adjustments: =4
Meazured yalue: 5,749,664
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¥ Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”

Management consultants report  Risk analysis

JOB SUMMARY
LABOUR PRODUCTIVITY: LABOUR RELATIONS POLICY

Profit analysis
By period

. . .. y Cumul
The labour relations policy of the company can affect the productivity of the company’s ‘ Profit ':}ffﬂﬁt‘}t C'":;n' profit %
. . Cos I
own labour on all the jobs in progress. ? of cost
| FEB03)  A4% 6803 adx
| 370058  E8% E868E1|  75%
|

The productivity will be improved by :- | | |
= | ess reliance on subcontractors

= Paying off less of the company’s own labour

The productivity will be reduced by :- ZH PERIOD THE JOB HAS BEEN PROGRESSED
= More reliance on subcontractors
. . ) Measured valuie: b749E64 7
Paying off more of the company’s own labour lp cormpletion bonue v
Total value: 5,798,783
Clicking on the “?’ drill down next to the measured value for the period shows that the Totalcost: 5428725
expected value (turnover) earned from the client, or labour productivity, was :- Jolelmelt: EHIIRRE (158 = o el
" Increased by 0.5% due to a low level of own labour payoffs
* Reduced by 0.129% due to using too many subcontractors
'# Measured Value for Job 4 in Period 4 ‘ =10 x|
Effective labour on site in the penod: 107 «
The walue earmed by a labourer each period: B4, 576 [the bid subrmitted for the job 9,823,740 diviue ~t3| planred labour far the job 180 labourers]
Expected value: 5839632
Adjuztments: % Project manager expertize increazes job value by 1.45%

The level of own labour layoffs acrozs the company increases job walue by 0.5%
The number af subzontractors uged acrogs the company reduces job value by 0.129%
Completing the job before the end of the period reduces job wvalue by 3. 36%
Actual value: h,743,664
Adjustments: 0 %
Measured value: b, 743,664
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¥ Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”

Management consultants report  Risk analysis
JOB SUMMARY JOB PROGRESS

Job progression Profit analysis

Planned schedule
Ineffect| Ineffect = Cumul
Job Planned| Cumul % . Actual Effective| Actual % . Profit % Cumul
period labyour complete Period Status labour Lz L labour mmplete‘camplﬂmn status ‘ Profit of cost profit SHLE
delays | overman of cost
1 | 54| a0 ?.;| 3 | ?3| EI.EI| 01 | ?2.EI| 41.47 °/o|ﬁl'ahead of zchedule | A E,BDB| a4 f’é| K1l E,BEIB| g4
2 | E!IZI| an 3;| 4 |F'ast | 'IIZI?| D.EI| EI.EI| 'IEI?.EI| 100 Z|Eampleled ealy | S?EI,EIEB| 6.8 3;| G36.361 | Fhx
3 36/ 100 %] | | | | | | | | | |

Tatal planned labour needed to complete the job iz 180,

PERIOD 4 CLICK ON A LIME IM THE THE SUMMARY ABOYE TO SHOW THE DETAILS FOR EACH PERIOD THE JOBE HAS BEEN PROGRESSED
PLAMNED 5CHEDULE BUILD RELATED Meazured value: 5,743 BG4 il
Required labour: a0 Design cost: 414,869 il Early completion bonus: 49,119
Owermanning af; 35 % permitted Build cost; 4 060,472 i' Tatal wsh-- 38,783
Effective labour limit [ELL]:  121.5 Site cost: 934,222 il 128,725
Diinle ek - ITNNED (E O % nf anakal

JOB COMPLETION
The client pays a bonus for early completion of a job.

Early completion of a job means completing at least one period before the end of the planned duration e.g., if the planned
duration is 4 periods, it must be completed in 3 periods or less to obtain the client bonus.

The bonus varies by client, and is expressed as a percentage of the tender value (bid entered) for the job; details are given in
the Industry parameters.

For job 4 a planned 3 period job, the job was completed in 2 periods, and an early completion bonus of 49,119 was earned,
which helped to boost the job profit significantly.

KEY POINTS
Completing a job late will incur a late completion penalty that will reduce the job profit.
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¥ Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details”

Management consultants report  Risk analysis

JOB SUMMARY JOB PROGRESS

Planned schedule
Ineffect| Ineffect = Cumul
Job Planned| Cumul % . Actual Effective| Actual % . Profit % Cumul
period labyour complete Period Status labour Lz L labour mmplete‘camplﬂmn status ‘ Profit of cost profit SHLE
delays | overman of cost
1 | | ?3| EI.EI| 01 | ?2.EI| 41.47 °/o|ﬁl'ahead of zchedule | A E,BDB| a4 f’é| K1l E,BEIB| g4
2 | an | 4 |F'ast | 'IIZI?| D.EI| EI.EI| 'IEI?.EI| 100 Z|Eampleled ealy | S?EI,EIEB| 6.8 3;| G36.361 | Fhx
3 100 %] | | | | | | | | | |

Tatal planned labour needed to complete the job iz 180,

FERIDD 4 CLICK ON A LIME IN THE THE SUMMARY ABDYE TO SHOW THE DETAILS FOR EACH PERIOD THE JOB HAS BEENM PROGRESSED
LABDUR ANALYSIS COST AMALYSIS YALUE AMD PROFIT AMALYSIS
PLANNED SCHEDULE BUILD RELATED Measured valuie: 5,743 BG4 il
Required labour: a0 Design cost: 414,869 il Early completion bonus: 49,119
Owermanning of: 35 % permitted Build cost; 4 060,472 i' Tatal walue: 5,798,783
Effective labour limit [ELL]:  121.5 Site cost: 934,222 il Total cost: 5428725
LABOUR ALLOCATED L o Rizk. cu:;tsti g Tatal profit: 0,058 [6.8 % of costs)
v 107 ate completion penalty:
Sub: 1] ADDITIONAL LABOUR COSTS _;17 DATE
Total labour allocated: 107 Ineffective labour due to overmanning: 1] - =
: . . . . Arnount of the jok 100 %
[lezz] labour lost by delays: 0 [ineffective] Ineffective labour due to completing the job: 19,862 il
. .. ; Pr- id of schedule]
Effective level after delays:  107.0 Training new recruits [Own): 85000 BE.851 (7.5 % of costs)
(lezg] overmanning above the ELL: 0 [ineffective] Labour payafts [Own): 1] i IZI‘EIE? )
Effective labour on site: 107 Subcontractor cost: 1] :

PROJECT MANAGER
Allocated: Gordon Simcor
Mverall neffarmanre exrellent

JOB COSTS

The actual profit made on a job can be improved, or reduced, considerably by internal and external factors
that affect the costs incurred on a job.

We will now look in detail at the factors that affect job costs.
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"8 Consultant History Navigate to "Main menu/Measuring performance/Assessing performance/Consultant history”
Gradings
Name |Base Joh|Country | Status | Sector |BI|.I“5I:::i|ng Expertizse in sector| BIM experience Location %:gi:rge
The PW Parthership | UK | 4 |United Kingdom | Completed |Building & Commercial | Yes | noticeablyreduces | roticeably reduces | hasro affecton | 07 %
I I 02 |Iraq I Completed |Builu:|ing ¥ Commercial | Mo I naticeably reduces I nda I glightly increase= 01 %

JOB COSTS: CONSULTANT DESIGNER CHOICE FOR DESIGN & BUILD JOBS

The choice of consultant to produce the design on a design and build job can have a significant impact on
the build costs.

-

Consultants with appropriate expertise and BIM experience produce designs that reduce the expected build
cost when a job is progressed, which improves the profit margin on the job. Conversely inappropriate
consultants can reduce the job profit.

In the example shown for job 4, the PWP Partnership were chosen, and their expertise and BIM experience
— reduced the overall build cost by 0.7%, a significant overall reduction that helped to increase the job profit. —
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¥ Investment Details _ ID I iI

Uk CRANE HIRE

Desc: Suppliers

Prafile:  From itz baze in Birmingham, and with depots throughout the E, LK Crane Hire has energed as one of the leading independent crane hirers to contractors waorking in all sectors of
the Congtruction Industiy, providing a diverze range of equipment zuch az crane barges, crawler cranes and tower cranes.

The company recently bought a stake in ‘wWest Coast Cranes, a large American company that supplies specialist cranes for construction contracts, a move which the prezent board
af directars hope will enable it ta expand worldwide, althaugh the investment has come under soruting when future profit warnings were recentl revealed from a source within West
Coast Cranes.

FPERFOBRMANCE HISTORY

PERIOD RETURNS BEMEFITS - REDUCTION IN JOB COSTS
Build c-:ust| Rizk. cnst| # of tatal
Period % return to _Amc-unt Investment Information for investors 0 a 0z
investors invested return| - Building & Commercial] 38,903 0 38 %
19% 0 0| Mathing to report 5 447 0 55
2 1.4% 0 0| Mathing ta repart : 0 0 0
3 15 % 1] 0| Mathing to repart q 0 0
4 16% 0 0| Mathing to report =
g 18% 100,000 1,800 Nothing to report U5 L
B 1.8% 201,200 3,632 | Mothing to report
7 19% 205,432 3.903| Mathing to report
g 18% 209,335 3.768|Financial directar resigns

— JOB COSTS: TARGETED INVESTMENTS —

Targeted investments can improve job profit by reducing build costs on work in progress in specific
sectors due to preferential rates on materials, plant etc.

For example, investing in a crane hire company would potentially reduce build costs for jobs in any sector,
as indicated in the investment profile.

In the example shown, overall build costs have been reduced by 101,345 by investing in UK Crane Hire.
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Navigate to "Main menu/Measuring performance/Assessing performance/Job performance”

Management consultant report  Graphical analysis

ALL JOBS IDENTIFIED JOBS WON

Retention analyziz

Job details Risk details The bid | Risk status | Mitigation adjustments | Adiusted cost |
Bir . . Chance | Impact| Contin in In QHSE| Project BIM | Adjusted % of | =
Job | Status In job Sector Risk description P cost bid Struck period Invest staff mar| model| rigk cost| contin _l
4 [Completed early ¥ | Yes | B&EC |Loss of crucial staff b edivarm 90,000 40500, Mo
Perzonnel izsues High &0,000 45,000, Mo
Structural defects b edivirm 90,000 40500, Mo
JOB TOTALS 126,000 1] 0z

JOB COSTS: RISK COSTS

If a risk does not strike on a job, the contingency built into the original bid as part of the oncost
will improve the job profit considerably.

In addition, the risk costs incurred when a risk strikes can be reduced, and improve job profit by :-
» Targeted investments into appropriate risk management consultants

= Employing the best possible project manager

» Use of a BIM (Building Information Modelling) model

Conversely risk costs are increased, reducing job profit, by :-

» Employing unsuitable project managers
= An understaffed QHSE Department

For job 4 fortunately no risks actually struck, so no mitigation came into play
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Navigate to "Main menu/Industry information/Country information”

ld |Hame Sumng::: Australia is a country in the Southern Hemisphere comprising the mainland of the Australian
MH |2ustralia 1500/ continent, the island of Tasmania and numerous smaller islands in the Indian and Pacific
CiN |Canada 1.500) Oceans.
CHI  [China 1.000
FR& | France 1.200| The population is approximately 22 6 million, with approximately 60 per cent concentrated in
IND  |India 500/ and around the mainland state capitals of Sydney, Melbourne, Brisbane, Perth and Adelaide.
IRD |lrag 5001 The nation’s capital city is Canberra.
JAP |Japan 1.000
LEB |Lebanon 300/ A developed country, Australia is the world's thirteenth largest economy, and ranks highly in
NZ  |New Zealand 1300 many international comparisens of national peformance such as human development, quality of
UAT |Oatar 1000 Jife health care, life expectancy, public education, economic freedom and the protection of civil
SSI':J g;ﬁ:pﬁ?a ] Egg Iibertigs and political rights. Australia isla member of the United Nations, G20, Cummlunwl'ealth
SR |Sis e of Nations, ANZUS, OECD, APEC, Pacific Islands Forum and the World Trade Organization.
Ltﬁf H:;::jﬁ;:sdirr:"ates 1233 Australia has a market economy with high GDP per capita and low rate of poverty. The
US  |United Statas 1500/ Australian dollar is the currency for the nation. After the 2006 merger of the Australian Stock
Exchange and the Sydney Futures Exchange, the Australian Securities Exchange is now the
ninth largest in the world.
The service sector of the economy, including tourism, education, and financial semvices,
accounts for about 70 per cent of GDP. Rich in natural resources, Australia is a major exporter
af agricultural products, particularly wheat and wool, minerals such as iron-ore and gold, and
~w in the forms of liquified natural gas and coal. Australia’s largest export markets are
3, the US, South Korea, and Mew Zealand. Australia is the world's fourth largest
in an industry contributing $5.5 billion per annum to the nation’s economy.

JOB COSTS: USE OF SUBCONTRACTORS

Subcontractor cost variations between countries, and when allocating labour to progress jobs, the decision
on where to use subcontractors can have a significant impact on the build costs.

For example, suppose a number of jobs are in progress, and subcontractors are being used on a job in
Australia, where subcontractor costs are expensive. Another job is being progressed in India, where
subcontractor costs are much cheaper. The most cost effective strategy is to move some subcontractors
from the job in Australia to the one in India, and then replace them with the company's fully trained own
labour from the job in India.
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Navigate to "Main menu/Measuring performance/Assessing performance/Performance summary/Summary information/Overheads"
The current management team have been in charge for 1 periods since the History

FINANCE PROCUREMENT JOB PROGRESSION
MARKETING DEFARTMENT HEAD DFFICE. QHSE AMD MEASUREMENT
bl arket zhare: M E Depariment % of required Net affect
_ level allocated
 arket share zplit by zectar; . |nduztrial Head Dfﬁ.;e| Mo | -39.834
Building & Commercial GHSE | a1 = | 123834
I Transport Measwemert|  41% | 130725
Energy
W ater & Sewage
HOM DEFARTHENTAL CO5™
Idle labr- % total overheads
|dle project % total overheads
By location: I 1K 45 %
Overzeas LA

JOB COSTS AND VALUE: OVERHEAD DEPARTMENT STAFFING

Understaffing of the Head Office, QHSE and Measurement departments, below the required level, will have negative affects
across all jobs being progressed, namely :-

» Head Office, an increase in job costs (build costs)
= QHSE, anincrease in job costs (build and risk costs)
= Measurement, a reduction in measured value (turnover)

Understaffing is a false economy. It might reduce overhead costs, but will also reduce job profits, resulting in reduced
operating profits for the company.

The example shown indicates that staffing in all 3 departments was insufficient i.e., below the 100% optimum level.

The company may have saved on overhead costs, but the reduction in job profit (increased costs and reduced value) is
reflected in the overall net affect (loss).
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Navigate to "Main menu/Measuring performance/Assessing performance/lmpact of world events"

|[f-‘«LL] vI JOB - [BLL] =
Period | Status Yeariqtr Category Job |Description Nature
3 Hiztary 2022 [213) JOB 4 The continued affectz of the Russian Ukraine conflict increazes fuel costs acioss the world, which increases build MEGATINVE
costz on jobs progressed by 0.54%

4 Higton 2022 (4] JOB 4 Shaort term UK, government training grants reduce site costs on jobs progreszed by 1.068% POSITIVE

4 Higton 2022 (4] JOB 4 Reduced ol production by OPEC increases build costz on jobs progressed by 0.30% MEGATIMNE
THE CONTINUED AFFECTS OF THE RUSSIAM UKRBAIME COMFLICT INCREASES FUEL COSTS AL WCH
INCREASES BUILD COSTS ON JOBS PROGRESSED BY 0.54%

The Russo-Ukrainian War iz an ongoing war primarity involving Russia, Belarus, and pro-Russian forces “ict began in February 2014 in the

JOB COSTS: WORLD EVENTS

mlem o E bl Phmn m b biomm o & Pl s o ol Fom s e m A bl b E i m b o E dm Thmm b m carbim s

World events can impact upon build and site costs for jobs progressed, which can have a significant affect
on job profit.

Although world events are outside the company’s direct control, the marketing strategy of the business
can influence which world events have an affect, and careful analysis of the ENGINUITY NEWS NETWORK
(ENN) will help in deciding upon the most effective strategy.
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## Job 4 (Completed early) Navigate to "Main menu/Measuring performance/Assessing performance/Job performance/Job details

Management consultants report  Risk analysis

JOB SUMMARY JOB PROGRESS
Job progression

Planned schedule
Ineffect| Ineffect . Cumul
Job Planned| Cumul % . Actual Effective| Actual % . Profit % Cumul
period labour |complete AELL IR L labour due to due to labour complete B ‘ LS of cost profit profit %
delays | overman of cost
1 | 54| an ‘Z| 3 |F'ast | .'-"3| EI.EI| 01 | ?2.9| 41.47 K|a‘l'-.head of schedule | A E,BDE| a4 ‘Z| k]| E,BEIS| 84x
2 | EIEI| an °/o| 4 |F'ast | 'IEIT-"| EI.EI| D.EI| 'IEI?.EI| 100 Z|Enmpleted early | B?D,DEE| B8 °/o| ESE.261 | FhE
3| 36 100 %] | | | | | | | | | |

Total planned labour needed to complete the job is T80,

PERIOD 4 CLICK OH A LIME IN THE THE SUMMARY ABOYE TO SHOW THE DETAILS FOR EACH PERIOD THE JOB HAS BEEN PROGRESSED
LABOUR AMALYSIS COST AMALYSIS VALUE AND PROFIT AMALYSIS
PLAMNED SCHEDULE BUILD RELATED b eazured value: 5,749,664 il
Required labour: a0 Dezign cost: 414,869 ll E arly completion borus: 43,119
Owermanning of: 35 X permitted Build cost: 4,060,472 i' Total value: h,798,783
Effective labour limit [ELL]:  121.5 Site cost: 934 222 ll Tatal cost: 5,428,725
LABOUR ALLOCATED » » Rizk DI:;ftE g Total profit; 370058 [6.8 X of costs]
Do 107 ate completion penalty:
Sub: 1] ADDIITII]NA.L LABOUR EUSTS PROGRESS TO DATE
Total labour allocated: 107 Ineffective labour due to overmanning: 0 : =
- . . . . Armaount of the job completed: 100 %
[lezz] labour lozt by delaps: 0 [ineffective] Ineffective labour due to completing the job: 19,862 ll
) o : Progrezz comment: [Ahead of schedule]
Effective level after delays:  107.0 Training new recruits [Cwn): ah.000 . o
. . . Curnulative profit: 636,861 [7.5 % of costs]
[lezz] overmanning above the ELL: 0 [ineffective] Labour payaffs [Own): 0 Completi bio: 0957
Effective labour on site: 107 Subcaontractor cost: I St lie et .

JOB COSTS: ADDITIONAL LABOUR COSTS

There are a number of additional labour costs that can impact upon the job profit :-

» Overmanning of a job beyond the effective labour limits incurs ineffective labour costs

= Not completing a job as efficiently as possible in its final period incurs ineffective labour costs

» Taking on own recruits into the company’s own workforce incurs a training cost in their first period
» Paying off the company’s own labour incurs a cost

» Subcontractors incur an additional cost each period they are used




