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Do you know all your overhead costs? How many jobs do you
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Any contractor or customer questioning the importance story, Kent Wallace tells the story of how this stunning formal
pond personnel insurance coverage and licensing courtyard pond came to be in greater Las Vegas.
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but maintaining them requires a sound knowledge in toxes. Mark Battersby is bm:?n with tax tips and major
base, as Patrick Simmsgeiger explains. implications to consider.

78 Beyond Fish and Beauty
Andy and Paul Amos tell the story of a

once-in-a-ifetime frip to southern Haiti to install o
massive liner in a vital community reservoir.

r"
A L

: ; IM\N[CDADTA A Hall oy A A
> g DEPARTMENTS A LUMNS
o . 6 Upcoming Events - 7 Publisher’s Perspective
T - 66 Trade News i
- 68 Marketplace

: 49 Advertisers’ Index

4 POND Trade Magazine pondtrademag.com July/August 2019 POND Trade Magazine 5



36

'Business Wisdom |

Don't Fly by the Seat

of Your Pants

Knowing your overhead costs is a gamechanger

pondtrademag.com

July/August 2019

by John Adams,
Medern Design Aquascaping

ere at Modern Design

Aquascaping, we have won many

awards and have been recognized
as one of the best pond builders in the
country. I don’t say this to ot my own
horn; T say it because I am proof that you
can be the best at what you do and still fail
at the “business” end of business. | am a
guy who had a business plan for 20 years
that looked something like this: Work your
hind end off. Work harder than everyone
else. Hope for the best.

That plan kept us poor.
Thar plan kept us running in the
rat wheel. Thart plan took our family and

our business down a path to financial ruin.

Hope is Not a Strategy!

Thar “plan” was in place until three years
ago, when one of those great moments in my
life happened. A friend of mine, Dave, intro-
duced me to Steve, a man who had helped him
change his business (and his life). Steve intro-
duced me to the Contractor Sales Academy,
and he began to help guide our business (and
family) toward a furure full of hope. He asked
us hard questions for me to think about. How
much money do you bring home each year?
How many hours do you really work? How
much money does it cost you to send your
crew out each day?

The question that really gor me was the
most basic one: “How much does it cost you
to clean a water feature?” I couldn’t answer
this basic question because I didn’t know my
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The team at Modern Design Aguascaping tears out a faulty project and rebullds it. Tracking time and
Expenses on these jobs allows them to get befter on each subsequent job.

So, once you have a clear view of what your overhead
expenses are, you become an open door for great
decision making! You can develop a real business

plan based on real numbers. It gives you power in
estimating as well. | can now look at a job and make a
quick estimate based on real costs.
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This waterfall has been rebuill, buf we missad our profit numbers. Why'? The accass was difficult, and the
work had to be done by hand, The numbers we used to bid this job were from an easier work site. The
leszon was learned, and a cost multiplier for difficulty was the answer for getting it right the nesd time!

38 POND Trade Magazine

numbers, Semething [ have continued to
embrace to this day is that I don’t know
what | don't know. There is always more to
learn, and chere is always room to improve!

Dig in to the Numbers

As | began my quest to understand
the numbers, there were many surprises
along the way. | would suggest that you
get an educared guide to help you; it
definitely makes the journey easier! My
story started with defining my overhead.
I didn’t know what my overhead was. |
only knew that | was paying my bills, and
barely at that. So, I dug up the basic def-
nition of overhead: all expenses incurred
by a business that come in, no matter
what. These are costs that are nor relared
to production of my “widger.” For me,
the numbers I came up with were surpris-
ingly high — and [ don’t pay myself a
ridiculous wage!

The next step was to define how many
days we produce our widget each year. For
us, it's around 180 workdays. My over-
head number, then, divided by 180 work-
days, equals how much revenue I have o
generate each day just to keep the lights
on (with no profit for business). 1 was
blown away. The number was $1,000 per
day, and it did not include any produc-
tion at all. In other words, if our truck sar
in the driveway during one of these 180
days, it cost me $1,000. It also meant that
if our team went out and cleaned three
ponds, bringing in $1,000 in revenue for
the day, that was a breakeven situation for
our business. The numbers depressed me,
to be honest.

S0, what did I learn? If the team can
clean three ponds in a day, the overhead
cost of the day is $1,000. The cost of the
laborers for the day is $1,100. So, the
cost for our company to produce those
three clean ponds is $2,100. Therefore, it
costs us $700 to clean each pond. There
comes a point when the numbers are
depressing because you have been bliss-
fully hiding in ignorance. But this also
gave me power, | knew how to tweak the
numbers now, We could work more than
180 days. We could figure out how to
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clean an extra pond each day by increasing
productivity. We could shave some off the
overhead number by reducing expenses,
We had options! It is amazing how the
brain begins to find solutions to problems
once you acknowledge the problems exist.

Freedom Through
Calculation

So, once you have a clear view of whar
your overhead expenses are, you become an
open door for great decision making! You
can develop a real business plan based on
real numbers. It gives you power in estimart-
ing as well. T can now look at a job and
make a quick estimare based on real costs,
The truth is, if you don’t know, you are
only guessing. Trust me on this one.

Studying the previous year's numbers
and figuring out our overhead narurally
led us to create a budger. Using the same
numbers and some logic, we are now able
to compare actual monthly expenses to
projected expenses to be sure we are on

rack. This allows us to correct course
throughout the year, and it helps us two
avoid financial surprises. For a lot of you,
you are probably thinking the same thing |
was thinking. “I got this. I don’t need to do
all thar stuff. My system has been working
just fine for me!” This number stuft can
scary — but so is bankruprey.

MNo martter where you are in business,
there is somewhere better you can go with i,
There is someone our there who is awesome
at whatever you are bad at. Don'ttry o do it
alone. Join a group like the Contractor Sales
Academy, where you can interact with other
people who want to grow and learn. Hang
out with all the smant kids and learn some-
thing new; it might just change your life.
Ask yourself the hard questions. How much
money do you have to give? How much do
you have to retire on? How abour the people
who work for you and with you — are they
happy? And do you have a plan in place 1o
keep them that way? Grow and learn. Share
and inspire. Make a difference! ¢

About the Author

Modern Design

. Aquascaping Inc. has been build
: ing ponds and woterfalls all over the
: world for more than 20 years. They

are located in Friendsville, Tennessee,
and are a familyowned and oper-
ated business. Chack them out on
YouTube, where they create content
io inspire and educate the world on
water features. www. youtube_ com,/
ModemDesignAquascapinglne
B6HS/9951234
www.MDAquascaping.com
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