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Introduction

The tutorial describes in detail the various features of the Merit simulation.

All the examples are ‘fictional’, and not related to any data used elsewhere.

You can navigate through the tutorial by using :-

> buttons for movement through the presentation
> 2 buttons to load specific topics
Demo
Hotspot

> Quit



Main Menu

Forming a Company Strategy

Entering Decisions
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Forming a Company Strategy - 1 Sy S,

Keep Clicking Anywhere on the screen to advance the demo
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Forming a Company Strategy - 1 compny Siricn;

It is very easy to take a short-term view to running the company by making decisions for
the current period only, without looking at the wider picture. Whilst this hit and miss
approach may prove successful, it is unlikely to be as effective as formulating a long-term
strategy for the company, based upon the company's objectives.

Decisions made in the current period often have an impact in future periods, and in
different areas of the company's activities, and o make the most effective use of the
company's resources long-term planning is essential.

For example, the efforts of the Marketing Department may enable the company to
prequalify for a large job in period 5. The company decide to tender for the job, which is
costed in period 6, and a bid is submitted in period 7. If the bid is successful, the job will
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Forming a Company Strategy - 1 Sy S,

In setting the objectives there are many questions that need to be answered, including :-

» What level of growth would we like to achieve ?

» How are we going to improve the value of the company ?

> What levels of company overhead are we likely to need to achieve our objectives ?
» How are we going to look after the interests of the shareholders ?

> How are we going to improve relationships with our clients ?

There are many other areas that also need to be considered, and creating a long-term
strategy is a complex task. Indeed, strategy will have to be periodically reviewed, since the
objectives to date may have been unattainable for any number of reasons, such as :-
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M developing successful managers

We'll now look at an example of setting and reviewing company strategy.

We have been given the task of running a company that has been operating for a year (the
History), and is considered to be in a sound position by both the industry and its board of
directors.

The status of the company/market when we take control is :-

> The company is valued at around 4.5m, and has a share price of 0.9.

> Since the company started from scratch, furnover was only generated in the last period of
the first year, and this was valued at around 11m.

» A small gross profit of 0.8% was made on the work progressed. Unfortunately there was an
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Forming a Company Strategy - 1 Sy S,

After a thorough review, the following key objectives are set for the next year :-

» To aim for steady, profitable growth, increasing turnover from 11m (last period of the
History year) to 44m in the next year through increasing prequalification for new work, and
competitive tendering.

> To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits and making better use of the company's assets.

» To ensure that company overheads, especially the Head Office, QHSE and Measurement
departments, are staffed sufficiently to manage with the increasing turnover.
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Forming a Company Strategy - 2 Sy Sty

Objective
To aim for steady, profitable growth, increasing turnover from 11mm (last period of the

History) to 44m in the next year through increasing prequalification for new work, and
competitive tendering.
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Objective

To aim for steady, profitable growth, increasing furnover from 11mm (last period of the
History) fo 44m in the next year through increasing prequalification for new work, and
competitive tendering.

Operational Performance of the Company By examining the Financial Report, we can see that
Job Performance the turnover (measured value) in periods 5-8 was as

Dleasured Value: 14,2845 750 (Turnover) follows :-

Early Completion Bonus:
Feterntion Bepad:
(less) Betention Held:

Period Turnover (m)
5 14.8

. ] i il 6 6.3
Monies Beceived: 14,641,691 7 6.4
g

(less) Costs: 12.2

Gross Profit: 3 4 (4.1 39.7
We aimed for 44m, so we nearly reached our target.

The level of turnover is related to :-

* The current work in progress

* The success of the prequalifcation and procurement
(estimating and bidding) areas of the business, which
we’ll now examine in more detail.
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Forming a Company Strategy - 2 Sy Sty

Objective

To aim for steady, profitable growth, increasing turnover from 11mm (last period of the
History) fo 44m in the next year through increasing prequalification for new work, and
competitive tendering.

Pre-twalified far (millions]
[ Rzt of the Market

1 2 3 4 3 G 7 i

F'Efil]d N
Prequalification

By employing more marketing staff,and directing resources into the market sectors that appeared to be growing, the

company’s share of the total market increased on average over periods 5-8, although there was a disappointing result
in period 8.
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Forming a Company Strategy - 2 Sy Sty

Objective

To aim for steady, profitable growth, increasing turnover from 11mm (last period of the

History) to 44m in the next year through increasing prequalification for new work, and
competitive tendering.

E stimating Dealtment I
Of the jobs prequalified far: m
OFf the jobs estimated: m
Agency Estimators cost; “ =

Estimating
In periods 5-8, 100% of the jobs prequalified for were costed, giving the
company the opportunity to bid for as many contracts as possible.
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Objective

To aim for steady, profitable growth, increasing turnover from 11mm (last period of the
History) fo 44m in the next year through increasing prequalification for new work, and
competitive tendering.

Bidding Analysis

Able to Bid Bid Far

kup &nalyzis

Bidding
Having prequalified for and costed jobs, to increase turnover it is essential that some of the jobs are successfully
tendered for at the bidding stage.

As we can see from the Performance Statistics, during periods 5-8 the company bid for 8 of the 13 jobs that it was
able to, and won 6, which was the key factor in the large increase in company turnover during the second year.
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Forming a Company Strategy - 2 Sy Sty

Objective
To aim for steady, profitable growth, increasing turnover from 11mm (last period of the

History) to 44m in the next year through increasing prequalification for new work, and
competitive tendering.
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Forming a Company Strategy - 3 Somgany Siraisyy

Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.
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Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.

Financial Details Conzultantz Repart C and FI
Period: 9

Aszsets before decisons Cash A/LC: 733098

Capital Base: 3,804,321
Investments: |IEIECEE Company Yalue: 50718754

By the end period 8, and the start of period 9, the overall value of the company had increased from 4.5m (at the end
of period 4) to 5m, representing an annual increase of 11%, inline with the original objective.

An increase in company value is achieved through a number of means :-

» Good job and overhead management to generate a operating profit (profitable growth), and increase cashflow.

« Utilising the company’s capital base to secure and progress more work.

» Making effective use of the company’s assets, such as identifying good investment opportunities that yield a better
return than the bank offers, or investments that can secure reduced job costs.

We'll now examine these areas to see which ones contributed to the increase in company value in the last year.
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8O- developing successtul managers

Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.

Turnover & proht |
Turnover haz increazed by m # zince the Hiztom
&yerage job profit; “ % of job cost Prafit Analysiz
Ayerage Owverhead costs m % af job cost

Operating Profit

In the History the company made an operating loss of 1% (before tax & interest).

However, in periods 5-8 the loss was turned into a profit of 2.6%, through a combination
of good job and overhead management.

The profit would have fed directly into the cash account, improving the company’s value.
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8O- developing successtul managers

Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.

Company Yalue has increasze by: II. % gince the Histary
On average m % af the Capital Base waz utilized

Capital Employed
If the company’s capital base (plant, equipment, buildings etc) is being utilised (capital employed),
through contract progression, then there is more chance of the company making a profit.

In the History, only 32% of the capital base was utilised, but this substantially increased to 64%
during periods 5-8 as more work was secured.
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8O- developing successtul managers

Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.

dyerage amount invested: m per period

Average X return on investments: m b

Job costz were reduced by: m Z due to build cost zavings from investments

Investments
Investments in other concerns had two positive results :-

* An excellent average return of 6.2% per period on investments was made, which was far more than the
equivalent return from the bank of around 1.3% per period.

* Overall build costs were reduced by 0.35% by investing in appropriate companies e.g., investments in
Robinson Pipelines Plc reduced material costs on Water & Sewage contracts.
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Forming a Company Strategy - 3 Somgany Siraisyy

Objective

To improve the value of the company from 4.5m to 5m (by 11%) through improved company
profits, and making better use of the company's assets.
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Objective

To ensure that company overheads, especially the Head Office, QHSE and Measurement
departments, are staffed sufficiently to manage with the increasing turnover.
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Forming a Company Strategy - 4 Comyzny Siraisyy

Objective
To ensure that company overheads, especially the Head Office, QHSE and Measurement
departments, are staffed sufficiently to manage with the increasing turnover.

Company Turnover (millions)

2 2
. - -: . Mumber own staff employed
0 Mumber Agency staff
1 2 3 4 5 B ¥ g .
Period

Looking at the Head Office Department as an example. The benchmark (last period of the History, period
4) staffing was 3 staff could cope with around 11m of turnover per period, or 3.7m per person.

Turnover per period fluctuated a lot during periods 5-8, and the staffing levels were adjusted accordingly.

It would appear at first glance that Head Office staffing levels were sufficient, but this can be verified by
referring to the Performance Statistics.
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developing successful managers

Objective

To ensure that company overheads, especially the Head Office, QHSE and Measurement
departments, are staffed sufficiently to manage with the increasing turnover.

% of the required level to manage Agency cozst as a &
the company's turnover of the Total Bill

Head Office Department| m Graphical Analysiz
AN ) 100 W\ <bical Analysis

Measurement Department| m ml. alysis |

Clearly the Head Office Department was adequately staffed, at 100% of the required
level to manage the company’s turnover.

Similarly, the QHSE and Measurement Departments, whose staffing is dependent upon
the company’s turnover, were equally adequately staffed.

We have succeeded in our objective of maintaining sufficient staffing levels in the Head
Office, QHSE and Measurement Departments.
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Objective

To ensure that company overheads, especially the Head Office, QHSE and Measurement
departments, are staffed sufficiently to manage with the increasing turnover.
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Objective
To improve the company's share price.

Main Quit



Forming a Company Strategy - 5 Sy S

pl TS
L1 - developing successful managers

Objective
To improve the company's share price.

Share Price Movement I

The company share price at the end of period 4 was 0.9.

By the end of period 8, the share price had risen to 1.01, meeting the original objective, although it
was not a significant rise.

We’'ll now look in more depth at the key areas that influenced the share price :-

* Dividend payments to shareholders

» Changes in company value

» Changes in company future profitability

» Changes in company debt burden (gearing ratio)
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Objective

To improve the company's share price.

Factors Affecting Share Price | There are 2 sources of interactive
Dlwdend Paymentz Cormpary Forward Gearmgl Share Infu:urmatu:un at end of period information that enable a detailed
ivide FEui Va'“?l Marg ﬂ Nur Sh e[ EaiB breakdown of the factors affecting the
- : share price to be undertaken :-

* The Financial Details, accessed from
the Financial Decisions Screen.

» The External Performance Review,
compiled each period by a consultant
hired by the company.
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8O- developing successtul managers

Objective

To improve the company's share price.

Factors Affecting Share Price | Dividend Payments
Dlwdend Payments Campaty Farward Gearing|  Share Information at end of period | In the History (periods 1to 4) a dividend of
[ Divide FEui Va'“?l Marg ﬂ Hum Shares | Share Frice|  EquiB 1,59 was was paid each period (6% per
- : annum), which kept the shareholders
content.

In periods 5-8 the level of dividend was
maintained, which continued to keep the
shareholders content.

However, although the dividend was
sufficient to keep the shareholders content,

it would not have had any noticeable affect
on the share price, so what did ?
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8O- developing successtul managers

Objective

To improve the company's share price.

Factors Affecting Share Price | Coman Value
Fonward Gearmgl Share |nfarmation at end of pe Although there was a S|Ight fall in perlod 6, in
e ﬂ Num 5 hare Price - general there was a steady increase in
' : company value in periods 5-8, which had a
positive affect on industry confidence in the
=1 company, and this would have helped to increase
the company share price.
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8O- developing successtul managers

Objective

To improve the company's share price.

Factors Affecting Share Price | w\[
Farward Gearing | Share Information at end of pe The company’s Future profitability (forward
Margu Hatlgi Num 5 hare Frice] | margin) fluctuated significantly in periods 5-8,
5.000,00 _- having both a positive and negative affect on
; 1 industry confidence and the company’s share

xternal Performance Review.
3 '
00,000
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8O- developing successtul managers

Objective

To improve the company's share price.

Factors Affecting Share Price | ?ﬁarm .RatIO . £ th . ¢
e gearing ratio of the company Is a measure o
Farward Gearmgl Share |nformation at end of pe 9 9 pany

Marg| Hat|E|| Mum & hare Frice !ts debt liability, and is O unless the cash account
is overdrawn.

4 During the History the cash account was always in

1 credit, and the gearing ratio was 0 throughout.
Since there was never any change in the ratio,
there was no impact on the company share price.

However, in periods 6 to 8 the cash account went
into overdraft, financing other activities (capital

base expansion and investments), and the
gearing ratio increased. During these periods
industry confidence (as a result of gearing)
declined, and this would have had a negative
affect on the share price.
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Objective

To improve the company's share price.

Factors Affecting Share Price |

Dividend Payments Company Farward Gearingl Share |nformation at end of period |
Tividen FEquity Walu k argi Flatiﬂ h i _
0

—1 The company’s share price did rise slightly during periods 5-8, in line with company strategy, but there
were factors that both contributed to and hindered this rise.

* Dividend had no affect, since the level paid was just enough to keep the shareholders happy.

* Changes in Company Value, on the whole, had a positive affect, and was the main reason for the
overall rise in share price.

» Changes in Forward Profitability had mixed affects.

» Changes in Gearing had a negative affect.

Although there were mixed affects, the positive affects had a slightly greater impact than the negative
affects, and this accounted for the small rise in the share price.
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g Forming a Company Strategy - 5

Company Strategy

Objective

To improve the company's share price.

Factors Affecting Share Price |

Dividend Payments Company Forward
Iritial Equity]  Dividen Walu Margi
[ @

Gearingl Share |nformation at end of period |

Flatiﬂ um
_ 0.000]
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Objective
To build on and improve existing client relationships.
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Objective

To build on and improve existing client relationships.

D ezcriphion of A elationship | .
EE rh:||:||=-r'| Mo relationship At the end of period 4, when we took control

| |Enaglisk AaYS Mo relationshio of the company the following relationships
| |Ferla rj S ek were already in place.
griarn -

- =Ta 1SN |rrh I-'|r|:u .n Mo relationzhip

Mo relatiohzhip
Mo relatiohzhip

T T T | Relationships have improved in two ways :-

m » Where there was no relationship, such as

Mo relationzhip with Kegworth Airport, with whom there is
fairly good now a satisfactory relationship..

* Where a relationship existed already, such
as such as turning a satisfactory relationship
with the Fenlands County Council into a
fairly good one.

fairly good

Mo relatiohzhip
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Objective

To build on and improve existing client relationships.

Company: 1

Operating - =
IE'n:-fit bo Lompary Capital Lontract i Fanward

Turhaver |t VET | TLrmover Walue Employed | Completion Marain | Share Price | 5

B0 = B0 100 100
160
: 5 I I T N B [
3 | om | 74 | 46 | 18

03 | 112

Overall, the company’s client satisfaction rating has risen steadily each period,
further proof that the company’s objectives have been met with regard to client
relationships.

We’'ll now look at how we have managed to improve the relationships ?
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Objective
To build on and improve existing client relationships.

MM Fenlands County Council Current Relationship: TETI TG iats
Job Progress Details

Contract Co arik Lewel af Site
Completion | D

Per E ztimating :
Time UsE ISE allocated

Jaob | Freq |0 escription Lonfidence Bidding details
40 4 |Mew zportz hall at primary sck|E=tremely High| competitive bid, and the job waz won an time good wery qood

4

Looking in particular at the relationship with Fenlands County Council, its not hard to see why a
fairly good relationship has been formed :-

« 1 job was procured with a competitive bid, and was then managed very well, resulting in it being
completed on time.
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Objective
To build on and improve existing client relationships.
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Overall, in reviewing our performance against the original strategy, we have done well, and
in many areas have achieved the objectives for the year.

We nearly reached our turnover target, improved our company value as required, our
overhead departments were adequately staffed, and share price and client relationships
improved.

In summary it is possible fo manage a company without any clear strategy in place.

However, this would require a very reactive approach to running the business, which could
create untold problems as unforeseen and unconsidered circumstances cause havoc across
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DeCiSion En'rr'y Entering Decisions

The decisions to be entered each period are split by business function.

Choose from the list below for a detailed description of each function.

v : :
J Financial

;] Overheads

The order in which decisions are processed Main Quit



The Or'der' in WhiCh deCiSionS are pr'OCQSSed Entering Decisions

Keep Clicking Anywhere on the screen to advance the demo
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The Or'der' in WhiCh deCiSionS are pr'OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-
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The Or'der' N Wthh dgClSlonS are pr‘OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-
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The Or'der' in WhiCh deCiSionS are pr‘OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.
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The Or'der' in WhiCh deCiSionS are pr‘OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
that have become available.

< Main ~ Quit



The Or'der' in WhiCh deCiSionS are pr‘OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

< Main ~ Quit



/ The Or'der' in Which dZCiSionS ar.e processed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

< Main ~ Quit



The Or'der' in Which dZCiSionS ar.e processed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

< Main ~ Quit



The Or'der' in Which dZCiSionS ar.e processed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

< Main ~ Quit



The Or'der' in WhiCh deCiSionS are pr‘OCZSSed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

The Demo is now complete

< Main ~ Quit



The Or'der' in Which dZCiSionS ar.e processed Entering Decisions

The decisions are processed in the order in which they appear on screen :-

Financial Management of company assets and looking after shareholder interests.

!

Overheads Departmental staffing levels adjusted, and prequalification for new jobs
1 that have become available.

Estimating  Jobs for which estimating time has been allocated are costed.

< Main ~ Quit
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The role of the Financial Manager is tfo :-
> Look after the shareholders’ interests

> Make the best use of the Company's assets to try and increase the Company's value

Financial Detailz Conzultants Beport C and Fl
Period: 5

Asszetz before decisons Cash ASC: 448 454

Capital Baze: 3900934

Investments: -w Company Yalue: 4 512 538

Armount to pay shareholders:
rtease b
Reduce by
W Hame Size Imitial Value | Increase | Beduction | Requied
P |\ alker Mining Corporation Large 163,200 1] ] 163,200 Change I

Add

Aszets after decisons Cash A/fC: 445 464

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 512 598

Entering Decisions Factors affecting share price Overdraft Limit < Main Quit



EnTer'ing FinanCial DeCiSions - 1 Entering Decisions

Keep Clicking Anywhere on the screen to advance the demo

Main Quit



En-l-er'ing FinanCial DeCiSionS - 1 Entering Decisions

M developing successful managers

Its period 5, and the Financial Manager needs to make review the financial
structure of the company, and decide upon any changes that need to be made.

Financial Details Conzultantz Report C and Fl
Perniod: 5

Aszzetz before decisons Cazh ASC: 4438 AR4

Capital Base: 3,900,934
Investments: ﬂ Company VYalue: = 4512 547

Amodnt bo pay shareholders:
ncease by
Reduce by: | W lirited to 720,187
W Mame Size Initial Walue | Increase | Reduction | Reguired
B " alker Mining Corporation Large 163,200 1] 1] 163,200 Change |

Audd

Aszszsetz after decisons Cash ASC: 448 454

Capital Baze: 3,900,934
Investments: ﬂ Company Yalue: 4512533
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En-l-er'ing FinanCial DeCiSionS - 1 Entering Decisions

M developing successful managers

One of the key responsibilities of the Financial Manager is to look after the interests of
the company's shareholders.

Company: 1 Financial Details Conzultants Beport C and FI
Perniod: 5

Aszzetz before decisons Cazh ASC: 4438 AR4

Capital Base: 3,900,934
Investments: ﬂ Company VYalue: = 4512 547

Amodnt bo pay shareholders:
Increase by :
Reduce by: | W lirited to 720,187
W Mame Size Initial Walue | Increase | Reduction | Reguired
B " alker Mining Corporation Large 163,200 1] 1] 163,200 Change |

Audd

Aszszsetz after decisons Cash ASC: 448 454

Capital Baze: 3.900.934
Investments: ﬂ Company ¥alue:
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Share Price Movement I

tails Conzultantz Report C and Fl

mpany Yalue: 4 712 598

T

The Company was originally funded from a share (equity) issue of 5,000,000 shares of value 1, with an equity value of
5,000,000.

After the History the share price stands at 0.9, and the equity value at 4,500,000 (5,000,000 x 0.9).

The share price is influenced by a number of factors :-

* Paying dividend, which is under the control of the Financial Manager
» Changes in the value of the Company

 The future profitability of the Company

* The debt burden of the Company

Azzetz atter decisons Lash AfL: 443 464

Capital Baze: 3,900,934

Investments: ﬂ Company ¥alue: 4 512 598
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~(- developing successtul managers

Financial Details Conzultantz Report C and Fl
Perniod: 5

Aszzetz before decisons Cazh ASC: 4438 AR4

Capital Base: 3,900,934
Investments: ﬂ Company VYalue: = 4512 547

Amodnt bo pay shareholders:

Dividend
Dividends are taxable payments declared by a company's board of directors and given to its shareholders, normally quarterly.
They provide an incentive to own stock in stable companies even if they are not experiencing much growth.

The dividend paid to shareholders is one of the key factors that affects the company share price :-

* Insufficient dividend will disappoint the shareholders and reduce the share price.
« Sufficient dividend will keep the shareholders content, with no change in the share price.
« Ample dividend will make the shareholders very happy, and increase the share price.

The affect on share price is determined by the % of the company’s equity that is paid as a dividend.

Clues as to the affects of different levels of dividend are available by examining what happened in the History, using the
Financial Details and Consultants Report.

Key Point
As the share price changes, so does the equity value of the company, and paying the same level of dividend in consecutive

periods will have a different affect on share price as the % of equity changes.
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Factors Affecting Share Price I

Dividend Paprmentz Comparn Geanng|  Share Information at end of penod
Dividend| 2 of Equity Y alue SEUE (Mo Shares | Share Price E quity
n 5,000,000 0 0.0/ 5,000,000 f.,000.000 1| 5,000,000 C and Fl I
1 5,000,000 75,000 1.5 4,883,320 0 0.000) 5,000,000 0.94) 4,700,000
2 4,700,000 0,500 1.5 4,750,528 o 0.000] 5,000,000 0.8s 4,400,000
3 4,400,000 BE,000 1.6 46824095 1.410.421 0.000f 5,000,000 1.02) 5100000
4 5,100,000 76,500 1.5 4512538 1.011.325 0.000f 5,000,000 0.9) 4500000

Perod [Details

2 Shareholders are content with the level of dividend paid

The declining company walue haz not helped industny confidence in the compary

Shareholders are content with the level of dividend paid

The declining company walue haz not kelped industny confidence in the compary

The increaszing future profitabilite has dramatically improved industng confidence in the compary
Shareholders are content with the level of dividend paid —
The declining company walue haz not kelped industny confidence in the compary Change |
The declinng future profitability has not helped industy confidence in the company
Shareholders are content with the level of dividend paid

The decliniMIue has not helped industny confidence in the compary

Audd

| | | D0 D D P PO =

Since period 1 the company has paid dividend of 1.5% of equity every period, and this has
kept the shareholders content, as we can see from the Consultants Report.

In period 5 we’ll continue to pay dividend at this level.

Main Quit
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Financial Details Conzultantz Report C and Fl
Perniod: 5

Aszzetz before decisons Cazh ASC: 4438 AR4

Capital Base: 3,900,934
Invezstments: ﬂ

Amodnt bo pay shareholders:

Icrease by
Reduce by: | W lirited to 720,187

W Mame Size Initial Walue | Increase | Reduction | Reguired

B " alker Mining Corporation Large 163,200 1] 1] 163,200 Change |
Add

The dividend payment comes out of the cash account,
and the value of the company is temporarily reduced.

Aszzets after decisons Caszh A/C: 280 954

Capital Baze: 3,900,934

Inveztments: ﬂ Company ¥alue: 4 445 197

Main Quit
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Financial Details Conzultantz Report C and Fl
Perniod: 5

Aszzetz before decisons Cazh ASC: 4438 AR4

Capital Base: 3,900,934
Invezstments: ﬂ

Amodnt bo pay shareholders:

Icrease by
Reduce by: | W lirited to 720,187

W Mame Size Initial Walue | Increase | Reduction | Reguired

B " alker Mining Corporation Large 163,200 1] 1] 163,200 Change |
Add

Aszzets after decisons Caszh A/C: 280 954

Capital Baze: 3,900,934

Inveztments: ﬂ Company ¥alue: 4 445 197

Main Quit
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The other main responsibility of the Financial Manager is o make the best use of the
Company's assets to try and increase the Company's value.

Financial Detailz Conzultants Repart C and Fl
Period: 5

Asszets before decisons Cash A/fC: 448 464

Capital Baze: 3,900,934
Investments: ﬂ

Amount to pay shareholders
[
Reduce by
W Hame Size Imitial Value | Increase | Beduction | Requied
P |\ alker Mining Corporation Large 163,200 1] 1] 163.200 Change |

Add

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138

Main Quit
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The value of the Company at any time is measured by its assets. After paying dividend they consist of :-

Cash in the bank (380,964)
This can either be in credit, or in overdraft, when it is considered a liability. There is an overdraft limit defined in the
Company and Financial Information.

Capital Base (3,900,934)
This is the company’s investment in plant, equipment, facilities, buildings etc, which determines the level of work that the
company can undertake.

Investments (163,200)
The company’s cash investment in other concerns, which may not be construction-related.

The company is currently valued at 4,445,098.

M ame Initial % alue
P |\ alker Mining Corporation Large 163,200 1] \

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138
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Anincrease in company value can be achieved through :-

Operating Profit
Generating an operating profit which increases the cash account. This can be achieved through good job and overhead
management, which is responsibility of other people, and the Financial Manager has no direct impact upon this.

Making effective use of the company’s assets
This is the responsibility of the Financial Manager, and a number of choices are available :-

+ Using cash to increase the Capital Base and support further growth.
* Selling off a % of the Capital Base to raise cash, which may be desirable if the cash account is in overdraft, or if the
Capital Base is not being fully utilised.

» Using cash to invest further in other companies who offer a better return than can be obtained from the bank, or who may
be able to reduce costs on jobs in progress.

We’ll now look at these options in more detail.

M ame Initial % alue
P |\ alker Mining Corporation Large 163,200 \

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138

Main Quit
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Capital Baze: I 3.900.924 Forward 'wiorkload may be more than: I 37108410 [Lower Threshaold: 3 times the Capital B aze]
Forward Workload: | 12 975,040 but cannot exceed | 42910270 [Upper Threzhald: 17 times the Capital Baze]

In a penod, the number of On-Going Jobs at

the beginning of the period, plus the nurmber I 10 iobs wd Fl I

win during bidding, cannot excesd:

L developing successful managers

Decizsions on tender awards are made before any
50 50 jobs are progressed in the penod, so just prior to

bidding the company's current forward workload
4 4 iz az shown.
During the bidding process the value of any jobs
a0 4+— L =0 won is added to the current forward workload,
Wiorkload (millionz) . Current Forseard YWorkload and a projected forward workload is being
S | -0 i Threshald constantly produced.
owver Thresho
Unter Threshold If the projected forward workload exceeds the
10 A - 10 Il Uer lower threzhold, bids will be rejected unlezz the
relationzhip with the client iz at least fairly good.
5 P If the projected forward workload exceeds the

Type upper threshold clients WILL DEFINITELY reject [Rices

the bid.

7

Capital Base
The level of future turnover/workload that can be undertaken is limited by the size of the company’s capital base, as shown on
the Workload Limits screen (accessed from the Bidding Screen).

The capital base of 3.9m can support between 35m and 43m of workload. Since the current forward workload is only 19m,
there is still plenty of scope for winning more work. However, once the company’s bidding decisions have been made,
there may need to be a reassessment of the size of the capital base to decide if an increase is required.

At this point in time, since bidding decisions have not been made, and since there is plenty of ‘unused’ capital base, we'll leave
it unchanged.

Main Quit
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Capital Base
Some additional points to note :-

* Any changes to the capital base also affect the cash account.

« If the capital base is being underutilised, it may be appropriate to reduce it to raise cash for other uses, such as :I
further investments or reducing an overdratft.

» There are limitations on the changes to the capital base each period, defined in the Company and Financial
Information.

» The capital base depreciates by a % each year, as shown in the Company and Financial Information.

Capital Base I
Capital Baze increaze limited to: m % each period Capital Bagze Depreciation rate:; m % per annum
Capital Baze that can be zold offliquidated: m % thiz penod Capital “friting Down allowance: m % per annum

| Large | 163200 | 1] | 1] | 163200 | Change |

Add

| 2 |Walker Mining Corporation

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138

Main Quit
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Investments
The core business of the Company is procuring and progressing contracts, and if done successfully the Company will report
a healthy operating profit, and increase the Company’s value.

However, there are alternative ways of increasing the value of the Company, such as by investing in other concerns, which
may or may not be construction-related.

We can see that the company currently has an investment of 163,200 in the Walker Mining Corporation.

There are 2 ways of increasing the company’s value through investments, and we’ll examine each one in turn.

Eapltal Base Increase |:|_|,| X
Reduce l:'y lirnited to 780,187

W Mame " Size Imitial Value | Increase | Beduction | Requied

P |\ alker Mining Corporation Large 163,200 1] ] 163.200 Change |
Add

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934
Investments: ﬂ Company Yalue: 4 448 138

Main Quit
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Company: 1 Financial Details Consultants Bepart C and FI
Period: 5

Asszets before decisons Cash A/fC: 448 464

Capital Baze: 3,900,934
Investments: ﬂ

Amount to pay shareholders
Capital Baze Increasze by

Feduce by: lirnited to 780,187
W Hame Size Imitial Value | Increase | Beduction | Requied
P |\ alker Mining Corporation Large 163,200 1] 1] 163.200 Change |

Add

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138

Main Quit
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Investment Returns
Using cash to invest further in other companies can yield a better return than can be obtained from the bank.

Use the Change button to determine look in more detail at the current investment.

Lompany: | Financial D

Period: 5

Asszets before decisons Cash A/fC: 448 464

Capital Baze: 3.900.934

Investments: ﬂ Company Yalue:
Amount to pay shareholders
rrease by

Reduce by: limited ta 780,187

W Hame Size Imitial Value | Increase | Beduction | Requied
P |\ alker Mining Corporation Large 163,200 1] 1] 163.200 Change |
Add

Aszsetz after decisons Cash AfC: 200 964

Capital Base: 3900934

Investments: ﬂ Company Yalue: 4 448 138

Main Quit



5 EnTer'ing FinanCial DeCiSionS — 3 Entering Decisions

L developing successful managers

= 1
Iritial b alue: Iw
Increase By I—p
Reduce Bu: I—D
Required W alue: Iw C and Fl

Investment Details

Name: alker Mining Corporation k
— i L it npany | Return W alue
Desc: _Elpen cazt mining contractors = ==

Financial Hates

Form:

Size: . 150,000 13,200 |

Bank Credit rate:

G ({1 iy the st 30 vears the Company has establizhed itself as the leading
mining contractor in the UK. This pozsition of strenagth haz been a platform
frorn which it haz been able to market itz unique range of services in the
overzeas market,

Bearing in mind that the bank offers a credit rate return of 1.425% per period (5.7% per annum), the Walker Mining
Corporation have offered a far better return in the last 2 periods of over 8% per period.

Bank O+werdraft rate:

Corporation Tax rate:

Since we have plenty of spare cash, and bearing in mind the excellent opportunity the investment offers, we’ll increase
our investment by the maximum allowed this period (150,000).

Key Point

Each investment has a number of key properties :-

* The size (small, medium or large) determines the amount that can be invested each period, as defined in the Company
and Financial Information.

* The form is the type of investment, either a loan or shares. Loans (debentures) offer a higher return than shares, with the
returns on shares being linked to dividend payments.

Main Quit
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Iitial W alue: Iﬁ
Increase By: Iw limited o 150,000
Reduce By: I—D

Required ' alue; Im

Investment Details

We now have an investment of 313,200 in the
Walker Mining Corporation.

s alker Mining Corporation
- o Period
SO pen cazt mining contractors 3

150,000

Over the lagt 30 pears the Company has establizhed itzelf az the leading
mining contractar in the UK. Thiz pozition of strength has been a platform
from which it has been able to market its unigue range of zervices in the
overseas market.

Capable of providing expertize in all areas of mining and drilling, they alzo
have a specialist mineral consultancy, and as such pozsess the ability to

deliver specialist technical services to their client base. Past Performance [Build Cost Savings On Jobs]

Sector

Indusztrial

Building & Commercial
Tranzport

Energy

Wiater & Sewage

Capital Base:

Investments: ﬂ Company Yalue: 4 445

Main Quit
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The additional investment comes out of the cash account, but since money is being candf

moved between assets, the value of the company is unchanged.

However, affects of the changes on the company’s value will be felt during the period
when cash account interest is calculated, and investment returns are known.

Key Point
Any investment returns change the value of the investments, and not the cash account.

\t=d ko 750,187

Mame Reduction | Reguired
W alker Mining Corporation 1] 3,200

Add

Aszszetz after decisons Cash A/C: 30,964

Capital Baze: 3900934

Investments: m Company Yalue: 4 445 098

Main Quit
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If the Walker Mining Corporation had been performing
badly, we could have reduced the investment.

In addition to the current investments, there are also a
selection of other companies that can be invested in,
Feriod: 5 and these can be analysed using the Add button.

Asszets before decisons Cash A/fC: 448 464

Capital Baze: 3,900,934
Investments: ﬂ

Amount to pay shareholders
Capital Baze Increasze by

Reduce by: limited ta 780,187

W Mame Size Initial Walue | Increase | Reduction | Reguired

b [ alker Mining Corporation Large 163,200 150,000 1] 3,200

Aszszetz after decisons Cash A/C: 30,964

Capital Baze: 3900934

Investments: m Company Yalue: 4 445 098

Main Quit
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Cription
Hong F.ang Bank, Ltd Banking services

EnTering FinGnCial DeCiSions = 3 Entering Decisions

___Forn |8

Large Loan

Mockridge & Sons Joinerny Ltd Joineny products

Small Loan

Moaoradier Tranzportation Uk Ltd b anufacture and maintenance of railway stock Small Loan
Shinington Glass Compaty Praviders of glazs and glazing products for buildings Large Loan I
TRE Excavators Pl Suppliers of excawatars and related products b edium Loan

LA T W11 0 1 & remarkably shart time since it's inception, the Bank has made a distinctive mark on the banking industry of

S Lanka.

geveral branches igland wide.

[t has fulfilled it's promize of exceptional zervice to customers with zome of the most modern banking toolz and

Pazt Performance [period returns]

S

For each available concern, the following information is given :-

* The investment profile describes the concern.
» The Past Performance gives the % return given in previous periods to all
investors, and details any monies we may have invested.

Taking into account the potential returns from the concerns, and the bank
rates on offer each period for the cash account, we must make a decision
about whether or not its worth investing any cash in any of the available
opportunities.

The Company and Financial Information shows that at present the bank
offers a credit rate return of 1.425% per period (5.7% per annum). We’'ll be
looking to better this from any investment. However, there are no
opportunities that seem to do so, and most have performed quite poorly
over previous periods, so we’ll not add to our investment portfolio at the
moment.
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Some additional points to note about investments :-

* Any increases of reductions in investments affect the cash account.

* There are limitations on the :-
* Increase in a single investment that can be made each period, depending on the size of the concern
« The number of investments that can be held at any one time

The limitations are shown in the Company and Financial Information.

* There is no limitation on the reduction that can be made to an investment.

Dividend ount to pay shareholders: I E7RO0

Increaze by: |—|;| limited to 390,093
Reduce by: | 8 lirited to 780,187

Investments Mame Size Initial Yalue [ Increase | Reduchon | Reguired
W alker Mining Corporation Large 163,200 150,000 1] 3,200

Add

Aszszetz after decisons Cash A/C: 30,964

Capital Baze: 3900934

Investments: m Company Yalue: 4 445 098

Main Quit
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Company: 1 Financial Details Consultants Bepart C and FI
Period: 5

Asszets before decisons Cash A/fC: 448 464

Capital Baze: 3,900,934
Investments: ﬂ

Amount to pay shareholders
Capital Baze Increasze by

Reduce by lirnited to 780,187
W Mame Size Initial Walue | Increase | Reduction | Reguired
b [ alker Mining Corporation Large 163,200 150,000 1] 3,200 Change I

Add

Aszszetz after decisons Cash A/C: 30,964

Capital Baze: 3900934

Investments: m Company Yalue: 4 445 098

Main Quit
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Build Cost Savings Due To Investments
As well as investing in other companies to yield a better return than can be obtained from the bank, there is potentially an
even more lucrative reason for investment opportunity.

If enough money is invested in particular concerns, build costs may be reduced on work in progress in specific sectors due
to preferential rates on materials, plant etc e.g., investing in an asphalt company would reduce build costs for any Transport
work being undertaken. The concerns offering these benefits are suppliers of some commodity to the construction industry,
and only where the investment is a loan.

We'll use the Add button to look at some available investments.

Arnount to pay sharsholders: I E7S0ON
Increase by: | R lirnited to 390,093

Reduce by: | I limited to 780,187
W MHame Size Initial Value | Increaze | Reduction | Reguire

b | alker Mining Corparation Large 163,200 150,000 1] 33200 | Change I
Add

Aszszets after decizons Cash ASC: 230,954

Capital Base: 3,900,924

Investments: m Company ¥alue: 4 445 058
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Descrption |___Fom [

Haorng kong Bank Lid B anking zemvices Large Loan Select I
tockridge & Sons Joineny L Joinery products Small Loan
taradier Transpartation Uk, Ltd M anufacture and maintenance of raillway stock, Small Loan
Shinington Glasz Company Fraviders of glazs and glazing products far buildings Large Loan
TRE Excavatars Pl Suppliers of excavators and related products td ediLirm Loan

| [OTEE (T o | e DT Fanily business established over bwenty five years ago, specializing in high quality bespoke joinery.

They have a wealth of experience in producing joinen praducts for conternporary and period buildingz, and
produce products from their awn high-tech wark.shops.

They have an extensive customer baze serving clients in the Building & Commercial zector.

By looking at the various opportunities Mockridge & Sons Joinery Ltd immediately stand out. They supply J
joinery products to clients in the Building & Commercial Sector, and if we were undertaking work in that sector, I
and invested in them, we could obtain preferential rates on joinery supplies and reduce our build costs.

Mockridge & Sons Joinery Ltd are a small company so how much would we need to invest to obtain the
preferential rates ?

Aszszets after decizons Cash ASC: 230,954

Capital Base: 3,900,924

Investments: m Company ¥alue: 4 445 058

Main Quit
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Investments I

I ; . Maximum Increase in Minimum total Mini build .
INYESIMEM.  jhvestment allowed  investment required L VB BLALNE (B

Lompany Size each penod to obtain benehts Eavings

Large 150,000 300,000
t ediLirm 100,000 200,000
Smaill R0.000 100,000

The Company and Financial Information shows that for a small company we would need to invest at least
100,000 to obtain preferential rates, and we could expect build cost savings of at least 0.3%.

Bear in mind that although a minimum of 100,000 is required, any single investment in a period cannot exceed
l 50,000, so it would take at least 2 periods to gain any build cost savings from the investment.

Key Point
The larger the investment concern the greater the build cost savings on offer, but the more that has to be invested

to secure the savings. Also, the % build cost savings rises as more is invested, up to a point.

Aszszets after decizons Cash ASC: 230,954

Capital Base: 3,900,924

Investments: m Company ¥alue: 4 445 058

Main Quit



EnTer'ing FinanCial DeCiSionS - 4 Entering Decisions

-5 developing successtul managers

The actual build cost savings gained through investments can be gauged in a number of ways :- C and FI I

» When using the Change button to alter a particular investment the past performance shows the
savings by sector.
* The Investment History Report gives a detailed account of all savings by all investments. I

Required Y alue: 3

Investment Details

‘mance [Period Beturns]
LET M TRE Ercavators Plc oL

. Return ' alue
Lol S liers of excavators and related products LS

Size:

Form:

S (T hornas oy Barton launched the construction equipment manufactuning
and zupply compary that bearz hiz initialz, in 1952, He began his buziness
it & brick autbuilding measuring anly 15 feet by 13 feet.

Today, the Company haz one of the largest factaries in the world,
ernploving thousands of workers, and supplying its unique range of
ewcavators, and related products, to all sectors of the Construction

Industry. Paszt Perfformance [Build Cost Savings On Jobs

Sector Saving
Indusztrial 1]

Building & Commercial 114,133
Tranzpaort 3,190

Energy 10,854

Wiater & Sewage h,365
133,607
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Finding an investment opportunity that offers a good return, and build cost savings due to the
company's sector-based workload, is not always possible, and often a compromise has to be reached
as to which benefit is more desirable.

For example, an investment opportunity may arise that offers substantial build cost savings in the
Transport sector, in which the company are very active. However, the investment returns may not be
very good, but the cost-saving benefit outweighs the risk of the investment itself not performing

very well.

Arnount to pay sharsholders: E7S0ON
Increase by: R lirnited to 390,093
Reduce by: I limited to 780,187
W MHame | Size Initial Yalue | Increase | Reduction | Requied |
| I |*alker Mining Corporation Large 163,200 150,000 1] 213,200 Change |
Add

Aszszets after decizons Cash ASC: 230,954

Capital Base: 3,900,924

Investments: 313,200 Company ¥alue: 4 445 058
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Mizcellaneous |
Cash A/C Owverdraft Lirit: KRR

E stemal Performance Rew 'F' ‘ gach period e DaEE Conzultants Repart

Aszsels behorg Lazh AFL: 448 464
pital Baze: 2900934

. = o= L Nnlelalnlnl LT L -

All the decisions made by the Financial Manager have an affect on the cash account, and it
may go into overdraft, or it may already be in overdraft from the last period.

This is not a great concern if the money from the cash account is used productively in other
areas, but there is an overdraft limit, as defined in the Company and Financial Information.

n When the overdraft limit is exceeded, all efforts must be made to reduce the overdraft to below
the limit, which may involve :-

« Not paying any dividend in the current period Add
« Selling off part of the Capital Base
* Reducing investments

Aszszets after decizons Cash ASC: 230,954

Capital Base: 3,900,924

Investments: m Company ¥alue: 4 445 058
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Apart from paying dividend, each period the Financial Manager could choose to leave the
rest of the financial structure of the company unchanged, and simply hope to earn some
interest from a credit balance in the cash account.

However, this would be short-sighted, since there are other ways of manipulating the
company's assets to improve the company's value, involving the transfer of funds between
the cash account, capital base and investments.

Although these changes don't immediately change the value of the company, by the end of
the period the affects of the changes will have been felt, including, amongst others :-

> Capital Base changes affecting the bidding, and the level of future work that can be
undertaken.

» Investment changes yielding returns, and increasing operating profit through build cost
savings.

The long-term objectives of the Financial Manager are to look after the interests of the
shareholders, and make effective decisions to manipulate the company's assets and
improve the value of the company.




Overhead DeCiSions Entering Decisions

Overheads are the non-contract based support services required to enable the company to
win and progress work.

They consist of 5 key departments (Marketing, Estimating, Head Office, QHSE and
Measurement) and other non-departmental overheads (such as idle labour and idle project
managers).

I Conzultantz Report I C and FI I
Penod: 5

Departmental Staffing Levels
Last Period Thiz Period

Company staff Agency staff
2 0 tMarket dnalysis |
3 1]
3 0 Past Performance |
GHSE 2 1]
Measurernent 2 1]

% Split
i
25
12
22
34

_100 [

Entering Decisions Market Sectors The Job Period < Main Quit



Entering Overhead Decisions Entering Dscisions

The Overhead Manager is responsible for decisions related fo the departments, namely :-
» Setting the staffing levels of the Departments
> Directing marketing effort into the 5 market sectors

The non-departmental overheads are the responsibility of other managers.

Choose from the list below for detailed demonstrations.

.| Main ~ Quit



~ Entering Overhead Marketing Decisions - 1 Eneinspecisions

Keep Clicking Anywhere on the screen to advance the demo

Main Quit



~ Entering Overhead Marketing Decisions - 1~ enernoscior:

The Marketing Department are the first step on the ladder to winning and progressing
contracts.

The marketing staff seek out and enables the company to prequalify for new contracts that
become available, which the company may then decide to try and win through the
procurement process.

The value and number of jobs that the company can prequalify for in any period is governed
by a number of factors :-

» The value and number of jobs available (size of the market)

Main Quit



Entering Overhead Marketing Decisions - 1 e becisione

-5 developing successtul managers

Consider the following situation.

It's the beginning of period 5, and the Overhead Manager needs to decide upon the staffing
level for the Marketing Department, and into which sectors the staff's efforts are to be
directed.

I Conzultantz Feport I C and Fl I

Departmental Staffing Levels
Last Period Thig Period

Compaty staff Agency staff
2 o Market &nalpsis |
3 0
3 i Past Performance |
2 0
2 0
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There are currently 2 marketing staff, and the split of the
marketing effort between the 5 market sectors is presently as

shown, with the majority of effort being directed into the Water
& Sewage sector.

I Conzultantz Feport I C and Fl I

Departmental 50N Levels

Thig Period
»\pany ztaff Agency staff
N\ 2 0 Market &nalpsis |

Last Penod

Department Compary staff

eting g

Lo R B

Past Performance |

Lo o o Y o

3
3
2
2

a2 M2
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The Past Performance button shows the % of the overall market that the company has prequalified for in past periods.

Based upon the last year, and assuming the marketing effort was directed into sectors in which there was some new work,
company was only able to prequalify for a maximum of about 20% of the overall market with 2 marketing staff.

The company’s strategy is for steady growth, and to achieve this more work will need to be prequalified for, so we’ll increase the
staffing level by the maximum allowed, 2 (the limit is shown in the Company and Financial Information).

-

Pre-Cwalified for (milions)

[ Fest of the Market
- 40

- 20

0 1]

Period

i SR &

2 3
Period

. Mumber ovwwn staff employed
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I Conzultantz Feport I C and Fl I
Departmental Staffing Levels

Last Period
D epartment Company ztaff Agency staff
M arketing 2 4 0 Market &nalpsis |
3 3 I
3 7 0 Past Performance |
2 2 1]
2 2 1]
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The additional marketing staff will have little affect if they do not direct their efforts into
the market sectors in which there is new work.

To determine where the new work is, we’ll use the Market Analysis button.

Company: 1
Period: 5

Departmental Staffing Levels

Last Period Thiz Period
Department Company statf Agency staff
b arketing 1 b arket Analyzis |
E ztimating
Head Office

[ A R N

Past Performance |

[

7
25
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The Market Analysis button displays the company’s forecast of the market trend for the next year. The accuracy of the forecast
depends upon the size of the marketing department.

Although decisions have to be made about into which sectors to direct the marketing effort in period 5, the % change in each
sector is limited to + or - 10, as defined in the Company and Financial Information, since wholesale changes cannot be made
in one period.

The change limitation makes it imperative that as well as the short-term, the long-term is considered when reviewing marketing
strategy.

Based on the information about the likely market split in period 5, and also looking to the long-term, the overhead manager
decides to concentrate on the Water & Sewage, Transport and Building & Commercial sectors. The Transport sector in particular
appears to be improving from period 7 onwards.

50 4 I I 0 B Inciustrial

Value {Millions) B EBuilding & Commercial

B0 =10]

B Tranzport
40 - 40 Energry
B ster & Sewage
20 20
0 1]
1 2 3 4 Cur G f & 9
Period

The overall value of the market appears to be steady at around 100m in the next year
or so, except for the significant increase in period 6. Providing the marketing effort is
directed sensibly, the additional marketing staff being employed should ensure the
company prequalifies for a bigger share of the overall market value in the near future.
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I Consulkants Report I C and Fl I
Pernod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Company statf Agency staff
b arketing & 4 1] b arket Analyzis I
E ztimating 3 3 0
Head Office 3 3 0 Past Perfarmance |
5 2 2 1]
2 2 1]

Main Quit



3
c a"ﬂf developing successful managers
Dizplay Options

Walue of Worl
| Mumber of Jobs
:Client |zt

[riduztrial
Building % Cammercial

Entering Overhead Marketing Decisions - 2

Tranzport
Energy
Water & Sewane

Period Status | Client List

Cur | Earlyvears Cane and Best Sugarz

D ales "W ater Services Lid
Devan and Cornwall W ater Lid
Electragen

London City Caunil

Saintesc Foods

South Y ales County Council
The Defence Agency

LK. Gas Supplies

B Early v'ears | Cane and Beet Sugars

Dales "W ater Services Lid
Devaon and Cornwall YW ater Lid
Electragen

K.eqworth Airport

London " ater Services Lid
Mew Forest County Council
Tapata Cars LUK

The Defence Agency

LK. 3as Supplies

Tranzport
Erergy

22

Entering Decisions

Deciding into which sectors to direct the
company’s marketing effort is primarily
governed by where the work is likely to be,

" but there are other considerations.

For example, the company may be basing
their marketing strategy on working closely
with particular clients. In this scenario they
will need to know how future work is likely to
be split by client.

The Marketing Analysis display enables
the forecast future workload to be split by :-

* Value of work (the default)

* Type of work (build only, design & build)
* Number of jobs

* Clients

all of which could have a bearing on where
to direct the marketing effort.

14

24
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I Consulkants Report I C and Fl I
Pernod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Company statf Agency staff
b arketing & 4 1] b arket Analyzis I
E ztimating 3 3 0
Head Office 3 3 0 Past Perfarmance |
5 2 2 1]
2 2 1]
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Having set the staffing level, and directed the marketing effort into different job sectors, the company will be able to
prequalify for a number of jobs that come onto the market in the period.

In addition, the value of work prequalified for can be influenced by other factors :-

« If the company are experts in a particular sector(s)
* The relationship with clients who announce the new contracts

We'll now look at each one in turn.
T eToa.

Departmental Staffing Levels
Last Period Thiz Period

Department Company statf Agency staff
b arketing 1 b arket Analyzis |
E ztimating

Head Office

[ R R

Past Performance |

[
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Experts in a Sector
If the company’s average marketing effort in a sector exceeds a particular %, then the company are deemed to be
experts in the sector, and will prequalify for more work in the sector than anticipated.

The Marketing Analysis Report places a “*’ against the sectors in which the company is an expert.

Company Specific [
Prequalification Details

MNo. %% of

Period Details Staff Value Market B&C i

1 Past 23 (17%) I W
2  Past 14 (153%) 41 % ¥ 23%
¥ Past 14 (12%) 33 % 16 %
4 Past 12 (18%) 25 % 12 %
& Chorent
b
T
8
0

Future
Future
Future
Future
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Client Relationships and Prequalification
Client Relationships play a role in prequalifying for work in two ways :-

« If the relationship is an improving one, and at least at a certain level, the company may prequalify for a job that would have
been unattainable, as shown in the External Performance Review.

« If the relationship is a deteriorating one, then there is a chance the client will not allow prequalification, regardless of the effort
being put into the particular job sector.

LOMpany: 1 yam
Penod: 5

Departmental Staffing Levels

I —nt DAaven A
im. External Performance Review x

Company: 1 Period
Pernod: 12 Period 6

Category . on any Detailz line to zee if further
yormation iz available.

Period 7
Period 8

Overtheads
E ztimating
Bidding

If zo, zimply click on the Further
Information button to dizplay the

Period 10 Constuchion additional notez about the observation
Feriod 11 made by the external consultant.
Feriod 12 =
Job Mo [Detailz [ /
b Build coztz acrosz all jobs have been reduced becauze Head I:Ifficel ,ﬁe able to support the compary tumover

Build coztz acrosz all jobs have been reduced becausze OHSE staffl /él:ule to support the compary turnoyver
Meazured value haz increazed on all jobs becauze the Measureme[/staff are able to suppart the company turnover
90 |Prequalification only permitted due to the relationship with the Clienf, The Defence Agency

4 2 22

siimeipnuipnsl

Main Quit



Entering Overhead Marketing Decisions - 3 Snterinapeeisions

M developing successful managers

I Consulkants Report I C and Fl I
Pernod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Company statf Agency staff
b arketing & 4 1] b arket Analyzis I
E ztimating 3 3 0
Head Office 3 3 0 Past Perfarmance |
5 2 2 1]
2 2 1]

25 25
12
2d

' BT
The Demo is now complete
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I Consulkants Report I C and Fl I
Pernod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Company statf Agency staff
b arketing & 4 1] b arket Analyzis I
E ztimating 3 3 0
Head Office 3 3 0 Past Perfarmance |
5 2 2 1]
2 2 1]
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The Estimating staff price the jobs that the company have prequalified for, with costing
decisions being made on the Estimating Screen.

The Overhead Manager is concerned not with which jobs fo price, but with the number of
estimating staff needed to fulfil the estimating requirements.

If the company do not have enough man weeks available to fulfil their estimating
requirements (Estimating Screen), the number of estimating staff needs to be increased by
either employing more company staff, or using agency staff.
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Consider the following situation.

It's the beginning of period 5, and the Overhead Manager needs to decide upon the staffing
level for the Estimating Department.

I Conzultants Bepaort I C and Fl I

Departmental Staffing Levels
Last Penod Thiz Penod

Department Compary staff Agency staff
k ark.eting 2 4 1]
E ztimating 3 1]
Head Office 2 1]
OHSE 2 I
M eazurement 2 1]
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There are currently 3 estimating staff, each working 12 weeks per period, representing 36
estimating man weeks available.

To see if 36 man weeks is sufficient to fulfil the estimating requirements, we'll need to look
at the estimating decisions that have been made.

I Conzultants Bepaort I C and Fl I

Departmental Staffing Levels
Last Penod Thiz Penod

Department Compary staff Agency staff
k ark.eting 2 4 1]
E ztimating 3 3 1]
Head Office 2 1]
OHSE 2 I
M eazurement 2 1]
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28 man weeks of estimating time has been allocated across 3 jobs, and since the estimating time available is 36 man weeks
(all the company’s own staff) there is no problem fulfilling the estimating requirements with the current level of staff, and no
additional staff need to be employed.

Key Point

If more man-weeks had been allocated than were available, unless something was done, some estimates would not be
completed. In this scenario jobs would be costed in job number order until the estimating resource ran out, after which point
some jobs would not be costed accurately.

To overcome any shortfall, there are 2 choices :-

* Employ more company’s staff, bearing in mind that there is a limit on the number of new company staff that can be employed
each period, as defined in the Company and Financial Information. New company staff also incur a recruitment & training
cost in their first period.

» Employ agency staff for the current period only. Agency staff attract a higher salary than company staff.

Its normally more cost-effective to increase the company’s own staff rather than use agency staff.
| Sector D,

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks ation: ﬂ

Company: 1

C and Fl

Perniod: 5

Expected (| Esztimating
S E stimating 4 ) friart to be
Approximate Cost as a % af ue to Jod located

Complesity

Type Walue Dezc | Sectar

BO 5,000,000 nent of zquaszh cl, 2

OB 3 Me 1all at primany schoo 2 Fenl; : | 0.1 Medium 10 -
5

Clignt Approy Yalue weeks)
South "wales County Cauncil .07 Medium 10 - 20 & 0

y 7
Dewvon and Cormall A4 ater Lid 0.06 High 20-30% 13

EO 10000000 Construction of seawall .
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If any changes had been made to the level of estimating
staff, the changes would have been immediately
transferred to the Estimating Screen.

I Conzultants Bepaort I C and Fl I

Departmental S5taNglA Levels

Lazst Penod Thiz Period
Department N\ \npary staff Agency staff
M ark eting 2 N\ 4 0

Ez g
Head Office

[ T R

GHSE

M easurement

[ L T
Lo o |

ra r-a
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Penod: 5

Departmental Staffing Levels
Last Penod Thiz Penod

Department Compary staff Compary staff Agency staff
k ark.eting

E ztimating
Head Office

[HSE
M easurement

The Demo is now complete
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I Conzultants Bepaort I C and Fl I

Departmental Staffing Levels
Last Penod Thiz Penod

Department Compary staff Agency staff
; 2 4 0
E ztimating 3 3 1]
Head Office 3 2 1]
OHSE 2 2 I
M eazurement 2 2 1]
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The staff in these departments perform tasks related to the company's ongoing jobs :-
» Head Office staff deal with buying, accounting and IT issues.
» QHSE staff deal with quality, health & safety and environmental issues.

» Measurement staff (quantity surveyors) ensure that money is recovered from the client.

The task of the Overhead Manager is to ensure that the level of staff in each
department each period is able to manage the company's ongoing jobs without any
deterioration in the performance of the jobs.
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Consider the following situation.

It's the beginning of period 5, and the Overhead Manager needs to decide upon the staffing
levels for the Head Office, QHSE and Measurement Departments.

I Congultants Report I C and Fl I
Perniod: 5

Departmental Staffing Levels
Last Period Thiz Period

Compary staff Agency stalf
4 1]
ztimating 3 1]
Head Office 3 i Fast Performance
GHSE 2 1]
Meazurement 2 1]
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The principal for setting the staffing level applies to all 3 departments, so we’ll concentrate on the Head Office Department.

This period we currently have 3 staff, all company staff and no agency staff.
How do we know if 3 staff will be able to manage the company’s turnover this period ?

To answer this question we must first assess the level of turnover that each person can support, and to do this we need to
use the Past Performance button.

Company: 1

Penod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Compary staff Agency stalf
1]

E ztimating
Head Office

[ R R

Fazt Perfarmance

GHSE

kMeazurement

Polt| P | 00| D0 Fom
Lo I Y s

r=a -a
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Period 4, the last period of the History, set the benchmark staffing/turnover levels i.e.,
the number of staff in each department could support the level of turnover without

impairing performance.

We can see that 3 staff can cope with 11m of turnover, or 3.7m per person. This is the
benchmark for all future staffing levels for the Head Office Department.

10 — 10
g —
G — B
Company Turnover (millions]
4 —r 4
2 — 2
1 0
1 2 3 4
4 4
2
. Mumber owwn staff emploved
0 B number Agency staff
1 2 3
Period

Main Quit



Entering Overhead Other Dept Decisions - 1 Enemngpesisions

-5 developing successtul managers

We now know that the 3 staff can handle 11m of turnover.

To see if this staffing level is sufficient we need to determine the likely turnover this
period.

To do this we need to refer to the decisions made on the Construction Screen.

I Congultants Report I C and Fl I
Perniod: 5

Departmental Staffing Levels
Last Period Thiz Period

Compary staff Agency stalf
4 1]
ztimating 3 1]
Head Office 3 i Fast Performance
GHSE 2 1]
Meazurement 2 1]
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I Congultants Report I C and Fl I
Perniod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Compary staff Agency stalf
b ark.eting 2 4 ]
E ztirmating 3 3 0
Head Office 3 3 0 Past Performance
OHSE 2 2 0
Meazurerment 2 2 0
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On the Construction screen, and assuming appropriate labour allocations have been
made, the anticipated turnover for the period is calculated as follows :-

(Total Labour On Site * value per man period)

This equates to :-

Job 2: (23 x 57,744)
Job 8: (80 x 40,015)
etc

Total:

(hiz Penod
st Flanned Labaour Allocation O Labour Transfers
Job [Tot: SL Job Status Labaour
179,088  In Second Period
72,286  In Second Period
438,510  In Second Peniod
877,619 InSecond Period
1] I First Period
1] I First Peniod

| Cozt/Yalue ratioz per man penod |

The value per man period is shown on :
the Job Details (for job 2), and is :- Build Cost: |JFENeRE]

Site Cost: E
Yalue: m

(original bid / total man periods)
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Since 3 staff can handle 11m, and the turnover is likely to be around 17.6m, we have a shortfall of Head Office staff, and need
to take on an extra 2 staff.

To overcome the shortfall, there are 2 choices :-

« Employ more company’s staff, bearing in mind that there is a limit on the number of new company staff that can be
employed each period, as defined in the Company and Financial Information (3 for Head Office). New company staff also
incur a recruitment & training cost in their first period.

» Employ agency staff for the current period only. Agency staff attract a higher salary than company staff.

Since the company is looking to increase turnover in the next year, its more cost-effective in the long run to increase the
company’s own staff rather than use agency staff, so we’ll employ an additional 2 company staff, which is within the limitations
for new staff.

Penod: 5

Departmental Staffing Levels

Last Penod

Department Compary staff

E ztimating
Head Office
QHSE

kMeazurement

[ R R

Fazt Perfarmance

r=a -a
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I Congultants Report I C and Fl I
Perniod: 5

Departmental S5taffing Levels
Last Period This Period

Department Comparw staff Agency staff
b ark.eting 2 4 a
E ztimating 3 3 0
Head Office 3 R 0 Pazt Performance
LHSE 2 2 a
b eazurement 2 2 a
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The staffing levels for the QHSE and Measurement Departments are determined in the
same manner, based upon benchmark staffing levels and anticipated turnover levels.

Having performed the necessary analysis, 1 extra person is required in each department.

I Congultants Report I C and Fl I
Perniod: 5

Departmental S5taffing Levels
Last Period This Period

Department Comparw staff Agency staff
b ark.eting 2 4 a
E ztimating 3 3 a
Head Office R 0 Pazt Performance
LHSE 2 a
b eazurement 2 a
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I Congultants Report I C and Fl I
Perniod: 5

Departmental Staffing Levels
Last Period Thiz Period

L epartment Company staft Agency staff
karketing 2 4 0
E ztirnating 3 3 il
He.alnglléllr!;ilnfe 3 R 0 Fast Performance
QHSE 2 3 i
Measurement 2 3 0
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We have seen that the appropriate staffing levels in the Head Office, QHSE and
Measurement Departments are linked to the company's turnover.

But what happens if we get our calculations wrong, and the staffing levels are not
sufficient to cope with the turnover in a period ?

Understaffing of the departments can have serious affects across all jobs being
progressed, namely :-

» Head Office, an increase in job costs (build costs)
» QHSE, an increase 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 can significantly
reduce job profits, resulting in reduced operating profits for the company.

Conversely, excess staffing levels can reduce costs and increase measured value, and
the benefits can far outweigh the additional staffing costs, but only up to a point.
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Penod: 5

Departmental Staffing Levels
Last Period Thiz Period

Department Campany staff Carmpany staff Aagency staff
kd arketing
E stirnatin .
Head O ffise 5 Fazt Perfarmance
QHSE
M eazurement

The Demo is now complete
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I Congultants Report I C and Fl I
Perniod: 5

Departmental Staffing Levels
Last Period Thiz Period

L epartment Company staft Agency staff
karketing 2 4 0
E ztirnating 3 3 il
He.alnglléllr!;ilnfe 3 R 0 Fast Performance
QHSE 2 3 i
Measurement 2 3 0
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As well as the departmental overheads, there are a number of non-departmental overheads
for which decisions are made in other areas, namely :-

> Idle project managers (Personnel Screen)

» Idle labour pool (Construction Management Screen)

We'll take a brief look at each one.
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Idle Project Manager Pool (Personnel Screen)
Project managers employed by the company who are not currently allocated to an on-going job are held in
the Idle Project Manager Pool.

They can be placed there if :-

* Ajjob has just finished, and the project manager is placed in the pool until the company decides what to
do with him

» The project manager has been recruited from the market for use on a future contract, and the company
does not want to risk losing them to a rival.

Project managers must be paid their salary whilst they are in the idle pool, so it makes sense to try and
allocate them to appropriate contracts, which is the responsibility of the Personnel Manager.

Company: 1

Penod: 6

Idle Project Manager Pool

This Period

Mo |Mame Mo |Mame
2 p| 3 |Joresz R
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Idle Labour Pool (Construction Management Screen)
The company’s own site-based labourers who are not currently allocated to an on-going job are held in the

Idle Labour Pool.

Idle Labourers incur a cost whilst they are in the idle pool, so it normally makes sense to either pay them off,
or allocate them to appropriate contracts, which is the responsibility of the Construction Manager.

Sometimes a decision is made to deliberately keep excess labour in the idle pool. This may happen if the
company is expecting to win a labour-intensive job, and its cheaper to pay them for being idle in the short-
term, rather than incur high training costs in employing new staff in the future.

Company: 1
Period: 6

Idle Labour Pool

Start of Perniod

MHumber af men in the pool; | 121 Met Transfers from On-Goind s | [
Mumber af mern to Lapaff Thiz Period; I 0 MHumber of men left in the pool: | 1

Mumber of men available in the pool for On-Going J-::I:usi 121
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The Demo is now complete
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The Company's marketing effort last period will have enabled the Company to prequalify for
a number of jobs, which are shown on the estimating screen.

If the Company intends to bid for a job, the Estimating Manager must decide how much
effort (man weeks) to put into pricing the job, which involves estimating costs and
associated risks.

It is important to devote the necessary resources to produce accurate estimates, creating
'high confidence' in the estimate, and enabling more informed and competitive bidding.

Company: 1 CUREEGE T Consultants Report

Period: 5
Eztimating time awvailable: Own ztaff ﬂ weeks

Agency staff m weeks Allocation: m

due

& pproximate Jue taJo
Complexity

ab alue
38 BO 10,000,000 Upgrade quarters at S AirForce 2 The Defence Agency .08 Medum 10- 20 %

i
I 40 DE 2000000 Modstochemical waste ieatmen 5 Fenlands County Council 0.13 High 20- 30 %
I 42 BO 2000000 Fitmotonway electronic information 3 Mational Transport 0.0k Low O-10%
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Keep Clicking Anywhere on the screen to advance the demo
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It's period 5, and after the company prequalified for 3 new jobs last period, the
Estimating Manager needs to decide which of the jobs, if any, to price.

Company: 1 Sector Descriptions M Consultants Bepart C and Fl

Period: b

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m
E=pected — < ' E ztimating
B E stimating .-'-‘-.l:ldclltlnnalf E':'St Effort to be
A pprovimate Cost az a % of I:"‘E t':i o Allocated
Job [Type| “alue Desc | Sector Client Appros Y alue amplexity [man weekz|
0
0
3 0
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Sectar Dezcription: @ Conzultantz Beport C and Fl
Perniod: 5
Estimating time available: Own staff ﬂ weeks
Agency staff m weeks Allocation: m
E=pected — < ' E ztimating
B E stimating .-'-‘-.l:ldclltlnnalf E':'St Effort to be
A pprovimate Cost az a % of I:"‘E t':i o Allocated
Job [Type| “alue Desc | Sector Client Appros Y alue amplexity [man weekz|
1]
1]
[ 3 1]

The Estimating Manager is particularly interested in job 44, which has the following features :-

« It is a traditional Build Only job, where the contractor is responsible for the build only, and not the design
* It has an approximate value of 10,000,000

* It involves the construction of a seawall

* The client is Devon and Cornwall Water Ltd

» The job is categorised as a Water & Sewage (sector 5) contract

* The job is classified as high complexity
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The Estimating Manager must now decide how many man-weeks of estimating time need
to be allocated to produce an accurate estimate of the costs and risk involved in the
completion of job 44 ?

Company: 1 Sector Descriptions 8 Consultants Bepart C and FI

Period: b

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m
E=pected — < ' E ztimating
B E stimating .-'-‘-.l:ldclltlnnalf E':'St Effort to be
A pprovimate Cost az a % of I:"‘E t':i o Allocated
Job [Type| “alue Desc | Sector Client Appros Y alue amplexity [man weekz|
0
0
3 0
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Company: 1 Sector Descriptions M Consultants Bepart C and Fl
Period: 5

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m

E=pected — < ' E ztimating
B E stimating .-'-‘-.l:ldclltlnnalf E':'St Effort to be
A pproimate Cost as a % of I:"‘E t':i o Allocated
Job [Type| “alue Desc | Sector Client Appros Y alue amplexity [man weekz|
1]
1]
| 3 1]

The Estimating Manager needs to consider two factors in determining the number of man-weeks to allocate to the estimate.

* The anticipated estimating cost required to produce an accurate estimate, which is based upon the job size. In this case
it is 0.06% of the approximate value, or 6,000

* The job is classified as one of high complexity, requiring between 20 and 30% additional estimating cost. The Estimating
Manager decides to add the full 30%, or 1,800

Thus, the combined estimating cost is 7,800, which should guarantee ‘high confidence’ that the estimate will be accurate.
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Company: 1 Sector Descrptions Conzultants Report

Perniod: 5
Estimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m

E ztirmating
Effart ta be

Walue S Sector Client :
- 28  BO 5000000 Refurbizhment of zquazh club 2 South™Wales County Council .07 Medium 10- 20 %
- 40 DB 3000000 Mew sports hall at primany school ¢  Fenlandz County Council 0.1 Medium 10- 20 %
I3 34 B0 10000000 Constuction of seawal 5  Devon and Corrwall ' ater Lbd 0.0& High 20- 30 %

Marketing E stimating
Department Department

Company costs [per person]
G > [

The Estimating Manager must now decide how many man-weeks of estimating time the 7,800 equates to ?

The Company and Financial Information shows that an estimator costs 25,000 per annum. Allowing for 4 weeks annual leave,
this equates to 521 per week (25,000 / 48).

Based upon these calculations, the estimating cost of 7,800 is equivalent to 14.97 weeks (7,800 / 521), which the Estimating
Manager decides to round up to 15 weeks.
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Company: 1 Sector Descriptions M Consultants Bepart C and Fl

Period: b

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: .E

E=pected — < ' E ztimating

B E stimating .-'-‘-.l:ldclltlnnalf E':'St Effort to be

A pproimate Cost as a % of I:"‘E t':i o Allocated
Job [Type| “alue Desc | Sector Client Appros Y alue amplexity [man weeks

BO 5000000 Refurbizhrment of zquazh chib : 2

2 South'walez C 0.07 Medium 10- 20 & d
OB 3000000 Mew sports hall at primany school ¢ Fenlandz County C 0.1 Medium 10 - 2i a
BEO 10000000 Caonstruction of seawall 5 Devaon and Carmwall ' at 0.0& High 20-30 % 15
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Company: 1

Penod: 5

Job | Type

& pprosimate

W alue

Entering Estimating decisions - 2

Entering Decisions

Because there are currently 3 estimating staff in the department this
period, all of the company’s own staff, there are 36 man weeks of

estimating time available.

15 man weeks have now been allocated, leaving plenty of resources

for further costing of other jobs.

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks

E ztimating
Cozt az a & of

Desc

| Sectar Clignt Appros W alue

Allocation: -E

' E ztimating

Expected

Additional = Cost
due to Job
Caomplexity

E ffiart to be
Allozated
[rman weeks)

0
0
15
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In line with the company's strategy for growth, the Estimating Manager also decides to
cost jobs 38 & 40, giving plenty of choice for submitting bids next period.

Company: 1 Sector Descrptions B Consultants Repart C and FI

Penod: 5

Estimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: -E
Expected — < ' E ztimating
B E stirnating ﬁ.dd&tlnnalf E':'St Effort to be
& pprasimate Cost as a % of Eue t':i o Aillocated
Jab | Type Walue Desc | Sectar Clignt Appros W alue amplexity [man weeks)
1]
1]
3 15
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Company: 1 Sector Descriptions B Consultants Repart
Perniod: 5

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: ﬂ

Expected — < ztimating
B E stirnating Additional frort ta be
A pprosimate Cost az a % of Allocated
Client Appros Yalus [man weeks)

Type Dezc | Sectar
38 BO 5000000 Refurbishment of squash club 2 Southwales County Council 0
o0 DB | 3 00 Mew sparts hall at primary zchool C il
44 ' BO a0, . Devon and Corrmall '

After the estimating decisions have been made, 30 man weeks have been allocated, still leaving 6 weeks of unused
estimating time.

Although the extra 6 weeks is a wasted resource, the anticipated steady growth should ensure there is no wastage in the
future. Indeed, an increase in estimating staff may be required in the following periods.

Any increase in estimating staff takes place on the Overhead Screen, and is covered in more detail in the Overheads
Decision section.
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Key Points
* If there is a shortfall in estimating manpower available, some jobs will not being given their full allocated estimating

time, or even worse, not be costed at all.

Since jobs are costed in job number order, any shortfall will affect the higher numbered jobs.

* The company are not able to bid for jobs that are not costed.
E ztimating time available: Own staff ™~

Agency staff m WE Allocation: ﬂ

E ztimating

& pprosimate it f A=
- 38 BO 5000000 Refurbishment of squash club 2 Southwales County Council 0.07 Medium 10 - 20 %
I 40 DB 3000000 Mew sports hal at primary school 2 Fenlands County Courncil 01 Medium 10 - 20 &
3 4 BO 10000000 Constuction of seawal 5 Devon and Corrwall Water Ltd 0.06 High 20-30 %

Main - Quit |
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Allocating the appropriate level of resources will instil ‘high' confidence in the accuracy of
the estimates, and :-

> Enable more competitive bids to be tendered.

> Enhance client satisfaction.

Allocating insufficient resources will result in ‘low' confidence. This will not please the
Client, and the Company may not be allowed fo bid for the job. Even if bidding is permitted

» The estimates may be too low, resulting in a low bid. If the job is won a loss would
probably be made on the job since the 'true’ costs are far higher than expected.

> The estimates may be too high, resulting in a high bid. This would almost certainly mean
the job is not won.

Estimating is only the first stage of the 2-stage procurement process. The bidding takes
place next period, when the results of the estimating are known.
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Company: 1

Penod: 5

& pprosimate

E ztimating time available:

Entering Estimating decisions - 2

Entering Decisions

Sector Dezcriptions

Own staff ﬂ weeks

Conzultants Beport

Agency staff m weeks

C and Fl

Allocation: ﬂ

W alue
EO 5__I (W[ {nn}

DE 3. 00 Mew s

Desc

Refurbizhment of zquazh club

rkz hall at primary zchool
BEO 10000000 Consgtruction of zeawall

| Sectar

Cliznt

Saouth % ales County Caouncil

Fenlands Ca

Devan and Carrmsall bW

Expected

E ztimating
Cost ag a & of
Appros W alue

007
01

[ Ok

' E ztimating

Additional = Cost
due to Job
Caomplexity

Mediurm 10 - 20
High 20-30 %

E ffiart to be
Allozated
[rman weeks)

The Demo is now complete

Main
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Sector Dezcriptions Conzultants Beport C and Fl

Company: 1

Penod: 5

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: ﬂ

' E ztimating

Expected =
_ Est?mating Additional % Cost Effort to be
& pprasimate Cost as a % of due to Job Aillocated
Dezc | Sectar dypproy Walue Complexity [man weeks)
BO  5.000,000 Refurbizhment af zquazh club 2 Southwales County Council 0.07
DE 3. 00 Mew sparts hall at primary zchool £  Fenlands Ca C il 01 Medium 10- 20
5 Devon and Corrsall "W ater Lt 0.0& High 20- 30 %

BEO 10000000 Consgtruction of zeawall
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Bidding Decisions

Entering Decisions

Each period the company is given a number of jobs for which a bid can be entered. These are
the jobs that the previous period the Estimating Manager allocated estimating resources to.

Company: 1

Penod: 5

YWharkload Limits Sector Dezcrptions C and FI

Estimated Costs

D esign & Conzultant x Bid
Job | Type | Desc Sect | Client Bid | [of buld)] Byid Cost | Alocated | Op-Cost  |Mark-Up | Submitted
M 1] 0o
M 1] 0o
| 3 | 1] 0o
Job Details | Allacate Consultant | Enter On-Cost I

Achivate Sequential Tendenng: [

Entering Decisions

Sequential Tendering

Choosing Consultants

Remaove Consultant |

Will we win the job ?

Job Risk

.| Main ~ Quit
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Keep Clicking Anywhere on the screen to advance the demo
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The Company are able to bid for jobs that were costed by the Estimating Department
last period, providing that the client felt the Company put enough effort into the
estimating.

There are two types of jobs that the Company can bid for :-

Build Only
The design has already been produced for the Client, and you, the contractor, are only
responsible for the build.

For Build Only jobs a bid consists of :-
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Design & Build
You, the contractor, has responsibility for both the design and the build.

For Design & Build jobs a bid consists of :-
» The estimated build and design costs
» An allocated consultant to produce the design

» Oncost; to cover additional costs not included in the build cost, consisting of :-
* (+) Site support costs

Main Quit
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For either type of job the estimated build cost has already been calculated by the
Estimating Department, and for design & build jobs the estimated design cost has also been
determined. These cannot be changed.

If you intend to bid for a job, you now need to enter the remaining elements.
There are more elements required for a design & build job, but the elements to be

considered include all those in a bid for a build-only job. Hence, we'll concentrate on how to
form the bid for a design & build job.

Main Quit
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Lets assume that the Company decides to bid for job 34, a Design & Build job. How is the bid
formulated ?

Company: 1 “warkload Limits Sector Descriptions C and Fl

Pernod: 5
| Estimated Costs
|D EZIOn & Conzultant x Bid
Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 1] 0o
M 1] 0o
|3 M 1] 0o

Job Details | Allocate Consultant | Enter On-Cost |

Femove Consultant |

Activate Sequential Tendering: [
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The Job Details button can be used to display the
information compiled by the estimators about job 25.

This is the key data to be used in determining the final

bid. Wwhorkload Limits Sector Descriphions C and FI
/ | Estimated Costs
|D EZIOn & Conzultant x Bid
Job [ Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 1] 0.0
M 1] 0o
M 1] 0o

General | E Procurement

E stimating Information

Eztimating Confidence: |3 a0y Estimated Details by Penod

. . _ 2 . Job Labour
Estimated Deszign Cost: n % of Build Cost Period | Build Cost | Site Cast | Manning
Eztimated Build Cost: B8 222 2154 kA6 .
2585466 | 517034

Estimated Site Cost: |SWFRITH 2 EE5.A66 | 517.094

Rizk Level 1,292,734 | 258,546

Job Detail I Addition to build cost of: m % if nisk occurs

Total Labour Manning: man periods

Activate Sequential Tendering: [
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Company: 1 “warkload Limits Sector Descriptions C and Fl

Penod: 5

| Estimated Costs

|D EZIOn & Conzultant x Bid
Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 0 0.0
M 1] N0
b M 1] N0

A Y’ must be entered to indicate that a bid is to be submitted.

Job Details | Allocate Consultant | Enter On-Cost |

Femove Consultant |

Activate Sequential Tendering: [
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Company: 1 “warkload Limits Sector Descriptions C and Fl

Penod: 5

| Estimated Costs

|D EZIOn & Conzultant x Bid

Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 0 0.0
M 0 0.0
4 T 0 0.0
Job Details | Allocate Consultant | Enter On-Cost |

Femove Consultant |

Activate Sequential Tendering: [
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Company: 1

Wwhorkload Limits Sector Descriphions C and FI

Penod: 5

| Estimated Costs

|D EZIOn & Conzultant x Bid
Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 0 0.0
M 1] N0
b il 1] N0

The estimators deduced that the estimated build cost would be 8,618,222 for the job. This is automatically incorporated

into the bid, and cannot be altered. It covers the labour, plant, materials and specialist subcontractors needed to complete
the job.

Their confidence in the estimate was extremely high, since they devoted enough time(man weeks) to complete a thorough
estimate, and consequently the ‘true cost’ should be close to the estimate.

Key Point

If the the job is won, the ‘true’ build cost, which the company never sees, will be used to calculate the build costs when the
job is progressed.
S lE 2 ELUETINA T ETTIETITIC. |
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Company: 1 “warkload Limits Sector Descriptions C and Fl

Penod: 5

| Estimated Costs

|D EZIOn & Conzultant x Bid
Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 0 0.0
M 1] N0

4 T 0 0.0

Based upon using a reasonable consultant designer, the estimated design cost was calculated as 11% of the build
cost. As with the build cost, this is automatically incorporated into the bid, although the on-cost provides a mechanism for
adjusting the estimate if a better designer can be found.

Their confidence in the estimated design cost was extremely high, since they devoted enough time to complete a
thorough estimate.

- If ajob is won, the true design cost will be charged, which will vary from the estimate depending upon both the accuracy [—
of the estimate, and the choice of consultant to produce the design. Consultants without the required expertise for the job
do not charge the full design cost, but exceptional consultants will charge more.

a| If ateam wins a d&b job the design cost will be payable pro-rata over the planned duration of the job. If the job finishes
early the remaining design cost is paid in full.
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A consultant needs to be allocated to produce the design.

The Allocate Consultant button can be used to display a list of all available consultants, and an appropriate consultant for the
job can be found by reviewing the profiles of each consultant, and matching the consultant’s experience to the job sector.

The choice of consultant can impact on both the build and design costs. ‘Good’ consultants produce designs that save on
the build cost, but they charge more for the design.

The saving in build cost that can be achieved by allocating the best possible consultant for the job is given in the Company and
Financial Information.

For job 34, a Building & Commercial contract, consultant 2, Chester Consultants have been chosen due to their expertise in the
Building & Commercial sector. They have also been used before, and performed very well.

Key Point
The list of available consultants changes each period due to some consultants being unavailable. The reasons for unavailability

are displayed using the Unavailable button on the Allocate Consultants Screen, and a typical reason is too much current
workload.

Mo |Mame zed before -

| 2 [Chester Consulbants Tes

5 |Henry James Aszzociates Lid Mo # \

7 |CV Godfrey Associates Mo >~

T earwork,, planning, communication and cormmitment haz given the company a reputation
for reliability and quality in all their designs. Femove Consultant |

The Compatny specialises in the design of new buildings to a wery high standard, and have Consultants |

worked far many high-profile clients, at home and abroad.

Allocate Consultant | Enter On-Cost |

They recently introduced a new computer spstem to create their designs, and are currently
qgetting ta grips with the new technology.
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Company: 1 “warkload Limits Sector Descriptions C and Fl

Penod: 5

| Estimated Costs

|D EZIOn & Conzultant x Bid

Job | Twpe | Desc Sect | Clignt Bid | lof build] [ Byild Cost | Allocated [ OnCost  |Mark-Up| Submitted
M 0 0.0
M 0 0.0
Y “r’ 2 1] 0.0
Job Details | Allocate Consultant | Enter On-Cost |

Femove Consultant |

Activate Sequential Tendering: [
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Company: 1 whorkload Limits Sectar Descriptions CandFl
Period: 5

Eztimated Costs

Design & Conzultant = Bid
Job [ Type | Desc Sect | Client Bid | [of build]| Bild Cagt | Allocated | DpCost  |Mark-Up| Submitted
M 0 0.0
M 0 0.0
Y Y z 0 0.0

The Oncost is an additional allowance added to a bid to cover the contract
costs over and above the build and design costs.

For a Design and Build job the Oncost covers :-

* (+) Site Cost

* (+) Contingency for Risk

* (+) Project manager costs

Job Detailz | * (-) Design savings on the build costs

To enter the On-Cost use the Enter On-Cost button.

Activate Sequential Tendenng: [~
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x
Costs to be Added Job Details

Site Support costs: I 0 LT [esign & Build
Rizk contingency: i Job Duration: ﬂ periods

Froject M anager costs: | Estimating Confidence: (=G0

E stimated Dezign Cost:

[ Eosiananazgiolse E stimated Build Cost:

_} Build cozt zavings to be pazsed onto the J/ ) ) _
[ due to the the anticipated qualit_l,! af thp Estimated Site Cost:
to be produced by the design s Risk Level:

Low Risk iz a 5-20% chance of something going wrong;
Medium Rizk iz a 20-40% chance;
High Risk iz a 40-50% chance

Site Cost
Site Costs pay for the support staff and services required to administer a site.

The Company’s estimators determine the estimated level of site cost required. This will not be the ‘true’ cost. The degree of
inaccuracy is governed by the amount of effort put into producing the estimate.

The company never sees the ‘true’ cost, and has to rely on their estimate when making bidding decisions, and deciding how
much to allow for the site cost in the bid.

For Job 34, the estimated site cost is 1,723,645.

Since confidence in the estimate is very high, the estimate should be close to the true cost, so we’ll allow 1,724,000 in the bid,
adding a small % on to allow for estimating inaccuracy.
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Coszts to be Added Job Details
Site Suppoart costs: I 1724000 Type: IR

Risk contingency: I il Job Duration: Y periods
Project Manager costs: I—D Estimating Confidence: (=G0

E stimated Dezign Cost

— Cost Savings to be Subtracted Estimated Build Cost 0618 222

| P Build cost savings to be passed onto the Client Eztimated Site Cost:

due ko the the anticipated guality of the design I—D

to be produced by the design consultant; Rizk Level:

On-Cozt: 1 724 000 Low Risk iz a 5-20% chance of something going wiong;
S Medium Rizk iz a 20-40% chance;
High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to
a dezign and build job can rezult in a
reduction of the build costs by up to:

Femove Consultant |

Activate Sequential Tendenng: [~
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Job Detais
Site Suppoart costs: Im Type:
P Risk contingency: I—D Job Duration: Y periods

Project Manager costs; ol Estimating Confidence: (=G0
— Estimated Design Cost: |JEEI

Risk
At the estimating stage, an assessment was made of the potential risks that could occur on the job causing monetary losses to
the company. The risk has two elements :-

* The likelihood of the risk occurring (risk level), classified as No, Low, Medium or High, and also expressed as a % chance
of happening.
* The severity (cost) if the risk hits, which is expressed as a % of the build cost.

An allowance for the risk cost needs to be made to cover the company if the risk occurs.

For job 34 the risk level is low, and has only a 5-20% chance of occurring.
If the risk hits there will be a 2.8% addition to the build cost, or 0.028 x 8,618,222 = 241,310.

We could cover ourselves for the full 2.8% of the risk cost, but this could make our bid uncompetitive (too high), especially
when there is only a 5-20% chance of the risk happening.

We’'ll cover ourselves for 12% of the risk cost, or 28,958, which makes our bid far more competitive, but does provide some
cover if the risk occurs.

Key Point
Assuming we win the job, if the risk does not occur then the extra risk becomes profit, or margin, made on the job. Conversely,

if the risk hits it will eat into job profits, although this will be offset by the risk contingency we’re building into the bid.
vVialTl Ul
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Costs to be Added Job Details
Site Support costs: I 1724000 Type: IR
P

R G T Sa58 Job Duration: ﬂ periods
Project Manager costs: I—p Estimating Confidence: | JREEVETTIE)

E stimated Dezign Cost

N 11
E stimated Build Cost:
Build cost savings_tq be passe-:_l anto the Elin_ant E zstimated Site Cost:
B e [0
Low Risk iz a 5-20% chance of something going wrong;

On-Cost | 1,752,958 Medium Risk is a 20-40% chance:
High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to
a dezign and build job can rezult in a
reduction of the build costs by up to:

Femove Consultant |

Activate Sequential Tendenng: [~
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i, On-Cost Entry for Job Mumber 34 E[

Costs to be Added Job Details
Site Support costs: I 1724000 Type: IR
P

R G T Sa58 Job Duration: ﬂ periods
Project Manager costs: I—p Estimating Confidence: | JREEVETTIE)
— N 5515222
Project Manager Costs

An allowance is made in the bid for the costs of recruiting and paying a project manager to oversee the job for its planned
duration.

__| E stimated Dezign Cost

Cost C o E ztimated Build Cost

Project managers vary in experience and salary, and the choice of an appropriate project manager for a job can have serious
consequence on the progress of the job.

Project manager details (salary etc) can be found on the Personnel Screen, and the Company and Financial Information
shows the cost of recruiting a project manager.

Job 34 is a 4-period (1 year) job, and we’ll anticipate recruiting an excellent project manager whose annual salary is likely to
be about 60,000.

Our project manager allowance is :-

Fm'ec:t Hanaers I

Salary: 60,000 (for the 4 periods of the job) Costs [Z of annual salar
Recruitment Charge/ bonuses (15% of annual salary): 9,000 F'Pu-rl:i‘riru: . E

Total: 69,000
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Costs to be Added Job Details
Site Support costs: I 1724000 LT D esin & Buid

Risk contingency: T Job Duration: Y periods
Project Manager costs: 9000 Estimating Confidence: (=G0

E stimated Dezign Cost

Cost Savings to be Subtracted E stimated Build Cost: 8E18 222

Build cost savings to be pazsed onto the Client Estimated Site Cost:
due to the the anticipated quality of the design I_ )
to be produced by the design consultant: L Rizk Level:

: Low Risk iz a 5-20% chance of something going wrong;
OnCost: [ 1,621,958 Medium Risk is a 20-40% chance;

High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to
a dezign and build job can rezult in a
reduction of the build costs by up to:

Femove Consultant |

Activate Sequential Tendenng: [~
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. On-Cost Entry for Job Number 34 Build-cost savings due to the quality of the design
A good consultant will reduce the ‘true’ build costs by producing a

Costs to be Added guality design, and we are informed that the saving can be up to

3% of the build cost.
Site Support costs: I 1724000
P

Rizk contingency: | 26958 We can pass some of this ‘opportunity for saving money’ onto
Projsct Managsr coste: =300 the client by reducing the on-cost. This will make the bid more
' competitive.

Cost Savings to be Subtracted For job 34, since we chose a seemingly very suitable consultant,

Euild) o seriEs i l5m messed wrim e e who we deem to be one of the best in the sector, we can possibly

due to the the anticipated quality of the design I_ save the full 3% on the build costs.
to be produced by the dezign consultant: L

But how much should we reduce the on-cost by ?
On-Cost: | 1.821.958
You should always assume that rival bidders will try and allocate a
good consultant, although not the very best, and will pass on a

Ade around 1% of the anticipated build cost saving onto the client,
Alle making the rival bid more competitive.

L |

| We'llpasson 1.5% i.e., .015 x 8,618,222 = 129,273 onto the

- Client.

If the consultant manages the anticipated 3% build cost saving,
then we will have made an additional 1.5% in profit. Any saving
below 1.5% will reduce any profit that is made on the job.

Activate Sequential Tendenng: [~

Main Quit
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Coszts to be Added Job Details
Site Support costs: I 1724000 LT [esign & Build

R T S59E5 Job Duration: ﬂ periods
Befest Meremes sesh £3000 Estimating Confidence: (=G0

E stimated Dezign Cost

Cost Savings to be Subtracted E stimated Build Cost: 2518222

Build cozt zavings to be pazzed onto the Client Eztimated Site Cost:
due to the the anticipated quality of the design I_ :
to be produced by the design consultant: 123273 Risk Level:

Low Risk iz a 5-20% chance of something going wrong;
Un-Cost: I 1,692,655 Mediurn Rizk iz a 20-40% chance:;
High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to
a dezign and build job can rezult in a
reduction of the build costs by up to:

Femove Consultant |

Activate Sequential Tendenng: [~
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Coszts to be Added Job Details
Site Support costs: I 1724000 LT [esign & Build

R T S59E5 Job Duration: ﬂ periods
Befest Meremes sesh £3000 Estimating Confidence: (=G0

E stimated Dezign Cost

Cost Savings to be Subtracted E stimated Build Cost: 2518222

Build cozt zavings to be pazzed onto the Client Eztimated Site Cost:
due to the the anticipated quality of the design I_ :
to be produced by the design consultant: 123273 Risk Level:

Low Risk iz a 5-20% chance of something going wrong;
Un-Cost: I 1,692,655 Mediurn Rizk iz a 20-40% chance:;
High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to

a dezign and build job can rezult in a
reduction of the build costs by up to:

/ \

The oncost has now been determined for job 34, and is Remarve Consultant |
automatically transferred to the Bidding Screen.

= =1

Aty
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Coszts to be Added Job Details
Site Support costs: I 1724000 LT [esign & Build

R T S59E5 Job Duration: ﬂ periods
Befest Meremes sesh £3000 Estimating Confidence: (=G0

E stimated Dezign Cost

Cost Savings to be Subtracted E stimated Build Cost: 2518222

Build cozt zavings to be pazzed onto the Client Eztimated Site Cost:
due to the the anticipated quality of the design I_ :
to be produced by the design consultant: 123273 Risk Level:

Low Risk iz a 5-20% chance of something going wrong;
Un-Cost: I 1,692,655 Mediurn Rizk iz a 20-40% chance:;
High Risk iz a 40-50% chance

Addition to build cost of: E 2 if nzk occurs

Allocating the best possible designer to
a dezign and build job can rezult in a
reduction of the build costs by up to:

Femove Consultant |

Activate Sequential Tendenng: [~

Main Quit
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M developing successful managers

Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design = Canzultant 4 Bid

[of Buld)| B yild Cost | Alocated | On-Cost (Mark-Up | Subritied
BO watiob 2 Southiwales C 4 5 e 0 0.0
=] brains 3 aillire 1] 0.0
CE satre at local 2 1 : 2 1632685 | 00

After entering the on-cost, the bid is
automatically updated by the system

Job Details | Allocate Consultant | [ Efter DF-CEEC

Remove Consultant |

Activate Seguential Tendering: [~
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Penod: 5

Wharkload Limits Sectar Descriptions C and F

Eztimated Costs

Design = Canzultant 4 Bid
[of Buld)| B yild Cost | Alocated | On-Cost (Mark-Up | Subritied
BO watior 2 Southwales C 4 5! ] 1 0.0

BO tranz 3 aillire 1 0.0
DE satre at lozal 2 5 2 1,692,685 0.0

The markup applied to a bid is one of the company’s most critical
decisions, and is the margin, or profit, to be made by the job over and
above the costs.

Job Details |

It is entered as a %, and is added to the combined Design, Build and
On-Cost.

Activate Seguential Tendering: [~
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Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design = Canzultant 4 Bid

[of Buld)| B yild Cost | Alocated | On-Cost (Mark-Up | Subritied
BO watior 2 Southwales C 4 5! ] 1 0.0
BO T RE aillire: 1] 0o
DE atie at local 2 g 2 1632685 | 00

To determine the mark-up to be applied, a number of factors need to be taken into account :-

Covering other company costs

The profit made across all jobs should at least cover the company related costs not covered in the
individual jobs, such as :-

« Company overheads
* Increasing the company capital base —
* Paying dividend to shareholders FitEl IR

If the profit over all jobs progressed does not cover these additional company costs, then the
company could suffer serious cashflow problems.

Main Quit
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L developing successful managers

“wiorkload Limits Sectar Descriptions C and Fl
Penod: 5

Eztimated Costs
Design = Canzultant 4 Bid

- - i id | [af build] 2 Allocated . Mark-Up| Submitted
Rival Bids | - B — | Buid Cost On-Cost
h i ales LCaunty Council | i ] 0.0

I the Early Y'ears, riv: % for Large jobs ne B44 U 0d
COmpanies are L ) h 'fales County Council 11 L 1.692 B85 0.0

What level of mark-ups are rival bidders likely to apply ?
When determining the mark-up, the level that may be set by rival bidders needs to be considered very carefully.

Assuming similar estimated design/build costs and on-cost, setting too high a mark-up could make the bid uncompetitive,
and not give the Company a chance of winning the job.

In the early years, the Company and Financial Information gives some help in determining the likely mark-up of any rival
bidder, in this case the computer. We are told that 5% may win a tender for medium-sized jobs, which job 34 is, since this is
the minimum mark-up that would likely to be submitted by any rival bidder.

In the final years we cannot be so certain of the rival bids, since there are more companies likely to be bidding, and the
computer ‘rival’ becomes more competitive, so setting the level of mark-up becomes far harder.

Main Quit
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Wharkload Limits Sectar Descriptions C and F

Penod: 5

Eztimated Costs

Design = Canzultant 4 Bid

[of Buld)| B yild Cost | Alocated | On-Cost (Mark-Up | Subritied
BO watior 2 Southwales C 4 5! ] 1 0.0
BO T RE aillire: 1] 0o
DE atie at local 2 g 2 1632685 | 00

Based upon or company requirements, and potential rival bids,
we’ll enter a markup of 5.5%, concluding that any rival bid may not
be lower. This should also generate enough profit to contribute to
paying off the aforementioned company costs.

Job Details | Allocate Consultant | [ Efter DF-CEEC

Remove Consultant |

Activate Seguential Tendering: [~
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M developing successful managers

Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design =
Build Cost

Conzultant bt Bid
[of Build) Allacated | On-Cost (Mark-Up | Subritied
BO watiob 2 Southiwales C 4 5 0

BO frans 3 allline 0
DE atre at lozal 2 11 . 2 1,692 655

Job Details | Allocate Consultant | [ Efter DF-CEEC

Remove Consultant |

Activate Seguential Tendering: [~

Main Quit
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Blddlng for' a JOb - 4 Entering Decisions

Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design = Canzultant 4 Bid
[of Buld)| B yild Cost | Alocated | On-Cost (Mark-Up | Subritied
BO watior 2 Southwales G 4 5! ] 0 .

BO frans 3 allline 0
DE atre at local 2 . 2 1,692 655

The bid has now been set for job 34.

We’ll know next period whether or not we have won the job.

Key point
Job Details | The company incur a cost for each bid submitted, depending

upon the size of the job. The costs are defined in the
company and financial information.

Activate Seguential Tendering: [~ Costs I
The cost of Bidding is: m for a Large job

m for a kedium job
m for & Srnall job

Main Quit
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developing successful managers

The key part of the company's bidding strategy is deciding which jobs to try and win, but
there are other factors that impact upon the decision process :-

> Sequential Tendering can be used to dynamically alter mark-ups as bids are submitted.
> The size of the company's capital base controls the level of work that can be
undertaken, and its important to use the workload limits button to determine if the capital

base needs to be altered to fit in with the company's bidding requirements.

» There is a limit on the number of ongoing jobs the company can support at any time, as
defined in the company and financial information.

» The nature of the company's relationship with the clients with whom the bids are being
submitted. If bids are very close, a job can be won or loss on client relationship.

Once the bids have been submitted, whether or not the company is successful is dependant
both on the quality of the bids themselves, and outside influences, and it won't be till next
period that the bidding results are known.




Blddlng for' a JOb - 4 Entering Decisions

M developing successful managers

Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design =
Build Cost

Conzultant bt Bid
[of Build) Allacated | On-Cost (Mark-Up | Subritied
BO watiob 2 Southiwales C 4 5 0

BO frans 3 allline 0
DE atre at local 2 . 2 1,692 655

Job Details | Allocate Consultant | [ Efter DF-CEEC

Remove Consultant |

Activate Seguential Tendering: [~

The Demo is now complete
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Wharkload Limits Sectar Descriptions C and F
Penod: 5

Eztimated Costs

Design =
Build Cost

Conzultant bt Bid
[of Build) Allacated | On-Cost (Mark-Up | Subritied
BO watiob 2 Southiwales C 4 5 0

BO frans 3 allline 0
DE atre at lozal 2 11 . 2 1,692 655

Job Details | Allocate Consultant | [ Efter DF-CEEC

Remove Consultant |

Activate Seguential Tendering: [~

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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Entering Decisions

) Sequential Tendering

Sequential Tendering is a mechanism for varying markups during the bidding process,
depending upon how many jobs have been won and/or lost.

Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E stimated Costs
Design &= Conzultant 4 Bid
Job | Type | Desc Sect | Clignt Bid | [of buld)[ Buid Cost | Allocated [ Op-Cost  |Mark-Up| Submitted
|3 i 969,125 E.1
i 78,70 B3
T 2 1,692 B85 R5
Job Detailz |

Enter On-Cost I

Activate Sequential Tendering: [~
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Company: 1

Penod: 5

Sequential Tendering

Entering Decisions

YWwiorkload Limits

E stimated Costs

Build Cost

Sector Descriptions

C and Fl

Conzultant
Allocated [ Op-Cost
963,125
373,701
2 1,692 635

Consider the following situation where bids have been submitted for jobs 25, 31 and 34.

If the bids were submitted in the ‘real’ world, then the markups for jobs 31 and 34 may be

Sequential Tendering provides a means for simulating this bidding strategy, and enables
the markup of jobs to be varied depending upon the result of previous submissions.

Design o
Job | Type | Desc Sect | Client Bid | [of build]
|3 A
i
i
The bids are submitted in job number order.
adjusted depending on whether or not job 25 was won.
Job Detailz |

Activate Sequential Tendering: [~

We’'ll switch on sequential tendering by clicking on the check box.

Main Quit
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E stimated Costs
Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost

|3 T 969,125

T 78,70

T 2 1,692 625

Job Detailz |

Enter On-Cost I

Activate Sequential Tendenng: v

[ we win I 0 [obs then for all subsequent jobs that we bid far, the markup should be increased by I 0 | &

If we loze I 0 [obs then for all subzequent jobs that we bid for. the markup should be decreazed by I 0 | &

Main Quit
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Company: 1 wiorkload Limits Sector Descriptions C and FI
Penod: 5

E stimated Costs

Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost
|3 T 969,125
T 78,70
T 2 1,692 625

Lets suppose that we would be satisfied with winning jobs 25 and 31, and that winning job 34 would be a bonus.
If this was the ‘real world’, and we had won jobs 25 and 31, we might try and extract a higher margin from job 34.

We can transmit our strategy into the bidding process by indicating that if we win 2 jobs then for all subsequent jobs,
in this case job 34, the markup should be increased by 1%.

AN 4

Job Detailz |

Enter On-Cost I

Activate Sequential Tendering: [ [ we win IT jobz then for all subzequent jobs that we bid for, the markup should be increased by IT X

If we loze I 0 [obs then for all subzequent jobs that we bid for. the markup should be decreazed by I 0 | &

Main Quit
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E stimated Costs
Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost

|3 T 969,125

T 78,70

T 2 1,692 625

Job Detailz |

Enter On-Cost I

Activate Seguential Tendening: v

If we win I o jobs then for all zubsequent jobs that we bid for, the markup zhould be increazed by I 1 X

[f ve loze I 0 [obs then for all subsequent jobs that we bid for, the markup should be decreazed by I n %
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5

E ztimated Costs
Design &= Conzultant

Job | Type | Clignt id | [of build]] Buid Cast | Allocated [ On-Cost
|2 969,125
78,70
1,692 625

If we win jobs 25 and 31, the markup for job 34 will be increased by
1% to 6.5%, enabling additional margin to be earned.

Job Details I Enter On-Cost I

Activate Sequential Tendering: v IF we win IT jobz then for all subsequent jobs that we bid for, the markup should be increazed by |-|_ =

[f ve loze I 0 [obs then for all subsequent jobs that we bid for, the markup should be decreazed by I n %
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Yorkload Limits Sector Descriptions C and Fl

Penod: 5

E stimated Costs

Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost
|3 T 969,125
T 78,70
T 2 1,692 625

If we lost job 25, then it would be important to wins jobs 31 and 34.

We can transmit this thinking into the bidding process by indicating
that if we lose 1 job then for all subsequent jobs (in this case jobs 31
and 34) the markup should be decreased by 1%, giving us a better
chance of winning the other jobs.

s

Job Details I Enter On-Cost I

Activate Seguential Tendening: v . .
[F we win I o

jobz then for all zubzequent jobs that we bid for, the markup should be decreaszed by I n %

en for all subzequent jobz that we bid for, the markup zshould be increased by I 1 X

[f we loge

Main Quit
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E stimated Costs
Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost

|3 T 969,125

T 78,70

T 2 1,692 625

Job Detailz |

Enter On-Cost I

Activate Sequential Tendering: v

[f we win I o |obs then for all subsequent jobs that we bid for, the markup should be increazed by I 1 =

If we loze I 1 jobz then for all subzequent jobs that we bid for, the markup should be decreased by I 1 x
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5

E stimated Costs

Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost
|3 T 969,125
T 78,70
T 2 1,692 625

If we lose job 25 then the markups for subsequent jobs will be adjusted as follows :-

» for job 31 from 6.3 down to 5.3
« for job 34 from 5.5 down to 4.5

In both cases the margin to be earned will be reduced, the chances of winning the jobs is better.
Job Details | Enter On-Cost |

Astivate Sequential Tendering: [ [ we win IT jobz then for all subsequent jobs that we bid for, the markup should be increazed by |-|_ 4

If we loze I 1 jobz then for all subzequent jobs that we bid for, the markup should be decreased by I 1 x

Main Quit
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E ztimated Costs
Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost
|2 T 963,125
T 78,70
T 2 1,692 625

Job Detailz |

Enter On-Cost I

Activate Sequential Tendering: v

[f we win I o |obs then for all subsequent jobs that we bid for, the markup should be increazed by I 1 =

If we loze I 1 jobz then for all subzequent jobs that we bid for, the markup should be decreased by I 1 x

The Demo is now complete
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Yorkload Limits Sector Descriptions C and Fl
Penod: 5
E stimated Costs
Design &= Conzultant
Job | Type | Desc Sect | Client Bid | [of build][ Build Cast | Allocated [ On-Cost

|3 T 969,125

T 78,70

T 2 1,692 625

Job Detailz |

Enter On-Cost I

Activate Sequential Tendering: v

[f we win I o |obs then for all subsequent jobs that we bid for, the markup should be increazed by I 1 =

If we loze I 1 jobz then for all subzequent jobs that we bid for, the markup should be decreased by I 1 x

Main Quit



Personnel Management Decisions iy Lo

All on-going contracts require a project manager to oversee the job, and each period the
Personnel Manager needs to make decisions about who the company should employ.
Employing the most appropriate person can noticeably improve the progress of the job, and
conversely the wrong person can adversely affect progress.

Company: 1 Golden Hello Conzultants Report

Period: 7
Idle Project Manager Pool
This Period
Mame: Recruit I
indernann, F Lindemann, F ]
Hackworth, T Hackworth, T ﬂl
Fayoff I
Tranzfer ToJob I

On-Going Jobsz

Thiz Period

Proj Mar | % Bonus [] :
Job Detailz I E 0 Recruit |
8 1 Detailz |
4 1]
1] 0 Faypaff |
g g Transzfer To F'-:n:ull
Transfer To Job |

Entering Decisions = Project manager Information = Project manager performance | Main = Quit
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Keep Clicking Anywhere on the screen to advance the demo
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Entering Personnel Decisions - 1 Entering Decisions

Project managers are concerned with the overall planning and co-ordination of a project
from inception to completion aimed at meeting the client's requirements and ensuring
completion on time, within cost and to the required quality standards.

A project manager with well-matched experience for a particular type of job will handle
available resources more efficiently, whilst a project manager with inappropriate
experience will impair contract efficiency.

Project Managers employed by the company are either :-

> In the idle pool awaiting a placement on site; once a job finishes the project manager on
site is placed in the idle pool. Idle project managers still have to be paid, so its far more
cost-effective to have them working on site than doing nothing.

Main Quit
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-5 developing successtul managers

At the start of period 7 the company employs the following project managers :-
» Lindemann and Hackworth in the idle pool
> Project Managers 2, 8, 4 on jobs 8, 15 and 31 respectively

Golden Hello Conzultants Report C and Fl

Period: 7
Idle Project Manager Pool
This Period

Ho |Mame Recruit |

P| 3 |Lindemann.F :
E  |Hackwarth, T D etailz |
Payoff |
Tranzfer ToJob |

Thiz Penod

Praoj kar [ % Baonus | | .
Jaob Detals I g Buildhk : = 3 0 Recruit |
B = g 0 Details |
: in she 4 o
1] 1] P apoft |
Energy 1] 1]
Building & Commercial 1] 1] Tt D P':":'ll

Transfer To Jah |

Main Quit
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-5 developing successtul managers

If possible Lindemann and Hackworth should be placed on suitable on-going jobs, and there are 3 jobs beginning this
period that do not have a project manager :-

« Job 36, a Water & Sewage contract

« Job 40, an Energy contract

+ Job 45, a Building & Commercial contract

But how suitable are they for the jobs ?

We can determine their suitability by using the Details button.

Mo [Hame _ —
P| 3 |Lindemann.F :
E  |Hackwarth, T D etailz |
Payoff |

Trarsfer ToJob |

Thiz Penod

ProjMar | % Bonus | | :
e DDHUS Recruit |

M et Detailz |

P apoft |

Job Detailz I Build headg : : .

= R O |

Energy
Building #: Cormercial

Transfer To Poal |

[ T s R =5
Lo e e R i

o 3 s

Transfer To Jah |

Main Quit
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Lindemann’s profile and past history with the company
indicate a lot of experience and expertise in the
Transport sector, but not in the Water & Sewage,
Energy or Building & Commercial sectors.

. Project Manager Details

Mo

M arme: |Lindemann, F

3

Uulfieations= B S ¢ [Hons) Building Surveying, MCIO

Salany: I#EEI]I] pEr SHHLT

Cash incentive reguired to secure services: |Hune

Prafile;

Since we don’t have any Transport work in the pipeline,
we’ll payoff Lindemann using the payoff button.

Age

On graduating, spent 5 pears asz a junior survepor on earthwork froadwork
schemes. followed by 4 years as site engineer on a major urban road
regeneration project. Since then has project managed a motorway widening
zcheme in Cheszhire.

Gets resultz, but iz often bad-tempered and resentful of others. Haz got into
trouble with senior management in the pazt. Mot many friends in the industry.
Recently divorced, and can be often found propping up the bar of the local

hostely.

Factors Improving Factorz Deternorating
Performance Performance

Time with Dist Fih Taking

the Bonus pavments in J1stance o ME - over from Reazan far

IE— Company the period job from Head another leaving. if

asic Dffice Owerall EaNIng. |

Per |Job |Sectar Ferformance Irmprovernent| % Bonus [Improvernent | [miles] |0 eterioration D eterioration Performance| applicable
4 | 3 |Tranzport qgood none 3 rmarginal 138 |noticeabls hone good
5 | 3 |Tranzport qgood marginal 3 rmarginal 138 |noticeabls hone good

6| 3 |Tranzport qgood marginal 4 noticeable | 1383 |noticeable hone wery gqoad
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Hackworth’s profile and past history with the company

5. Praject ManaceHEERY indicate a lot of experience and expertise in the
Moo [ Building & Commercial sector.
Wame:JHackworth. T Since job 45 is a Building & Commercial contract, we’'ll
Aer |E use the Transfer to Job button to put Hackworth on the
job.

Bualiicaion= RS ¢ Building Surveying. MCIOB

S alany: |525[||] P SR

Cash incentive reguired to secure services: |In the region of 25% of annual salary

Prafile: {4 fter leaving Univerzity zpent 5 yearz az a graduate engineer in a consultants
office specialising in concrete structures. This was followed by 10 pears as
zite engineer on a variety of large building and industrial zchemes. To date
has been the site manager on some large commercial developments in
London.

Hasz a zolid rack record in the industry. Mot the easiest of people to zatizfy,
and sets high standards. Prefers large contracts. and can always be relied
upon to produce the results.

Factors Improving Factors Deteriorating
Performance Performance

Time with - T aking
the Bonus payments in [:i.'ﬁ:é;?;rﬁ ﬂl;g:je over from [Feason far
| Basic Company the pernod Office another Owerall Ieav_ing, if
Per |Job [Sector Ferformance Improvement | % Bonus |Im|:|r|:|vement| [rrilez) |Deteri|:|rati|:|n D eteriaration | Performance applicable
4 | 9 |Building & Commercial excellent hohe 3 rarginal 243 [marginal hone emcellent
5 | 9 |Building & Commercial excellent rarginal 3 rarginal 243 [marginal hone emcellent
G | 3 [Building & Commercial excellent rmarginal 4 noticeable | 243 [marginal hone excellent
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Golden Hello Conzultants Report C and Fl
Period: 7

Idle Project Manager Pool

This Period

| Mo |Mame

Thiz Penod

Praoj kar [ % Baonus | | .
Job Detailz I : it 0 _ 2 1] Recrut I
5 Me rital health it X = g g a Detailz |
4 4 a
e 0 0 ] Fayaff |
Enfar. — . . 0 0 Transfer To Poal |
Building & Commercial 0 5 o

Transfer To Jah |
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L developing successful managers

Since there is nobody in the idle pool suitable for jobs 36 and 40, the Water & Sewage and Energy contracts, we’ll have to
recruit from the market i.e., the available project managers that have signed up with a recruitment agency.

Starting with job 36, the Water & Sewage job, we first select the job by clicking on the appropriate line, and then use the
Recruit button to choose from the available project managers.

Penod: ¥

Idle Project Manager Pool

Thiz Penod

| Mo |Mame

Thiz Penod

Proj kar [ % Bonusg [ ] R " I
Job Details | Build headg ; 2 2 2 0 =k
5 Mew adult mental health unit aMmmerc 8 8 a Details |
: frbish ir gk 4 4 a
A 0 0 0 Fapoft |
Energy _ : u 0 0 Transfer To Poal |
Building & Commercial 0 5 o

Transfer To Jah |

Main Quit



Entering Personnel Decisions - 1 Entaring Dasisluns

-5 developing successtul managers

A Search Phrase can be entered to narrow down the list.

The key to finding the right person is to is to review the profile (or cv), which covers both work and personal details, both of which
may be important.

On close examination of all suitable project managers, it appears that Price is the ideal choice for job 36, our Water & Sewage
contract.

We can use the Select button to identify our choice.

Key Point
Each period, the Unavailable button can be used to show details of project managers who are unavailable for a number of
reasons, including :-

* They may be off work due to illness

« If they have previously resigned from the company, they may bear a grudge and be unwilling to work for us again for a while

havailable

Search Phrase [for Profile]:

|N|:|. M ame |0 [Qualifications Salan |Ir‘u:er'|tive required to secure zenvices Befare
B [whittle, F B2 | Mo formal gualifizations 48000 Maore M
: 9 |Moultan, & 36 | MEng Civil Engineering 42.300 Mone Mo ‘
27 I'wialliz, B 40 | MErng Civil Engineering, CEng 51,900 Maore M
| 30 [Padmare, J 30 [B5c Construction Management, CEng 41,3580 Mone Mo ‘
: 33 | Trevithick, A 33 |BEng Civil Engineering, CEng 44 800 Maore M ‘
35 Telford, T 35 | BEng Civil engineering, CEng 43,750 MHone M
[ | 55 [Rennie, J 36 |Hnd Building Design 40,500 Mone Ma ‘
f BSc[Hong) Building Surveying, MCIOE 47 200 Mone ‘

On graduating, spent 8 years warking in the design office of a large consultant, concentrating on water-related projects. Mowed abroad to
the kiddle E ast for B pears warking az zite engineer on a major water supply project. Returned ta the UE to work, az the zite manager on a
water defence project for a major UK. contractor.

Haz an epe for detail, and work.s well under preszure. Can be a bit pughy, and somtimes at odds with colleagues. Ostentatious, dreszes well,
and ahwaypz drives flazhy cars. Curently gsingle.
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Golden Hello Conzultants Report
Period: 7

Idle Project Manager Pool
This Period

| Mo |Mame

On-Going Jobs

Job |Dezc Sector Proj bdagr Proj Mar | % Bonus [ ] Recrit I
Job Details | | P 2 0
8 u Detailz |
4 1]
[ 0 P apoft |
1] 1]
5 0 Transfer To Poal |

Transfer To Jah |
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Golden Hello Conzultants Report C and Fl
Period: 7

Idle Project Manager Pool

This Period

| Mo |Mame

Thiz Penod

Proj kar m‘_ R " I
Job Details I i 0 2 2 0 EEIL
S ntal health unit : 3 8 8 U Details |
4 4 1]
A 0 52 0 Papoff |
Enrer 1] L 42 1]
Building & Commercial - 5 a Transfer To P':":'ll
Transfer To Jah |

For job 40, the Energy contract, Project Manager 42 (Hedley)
was chosen from the available list, based on a lot of previous
experience in the sector.
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There are a number of charges incurred for recruiting, paying off —Pmlwgm—l

and relocating project managers. Costs [¥ of annual salar

Recruiting costs: E A
Faping off costs: E A
Relocating costs: x
Idle Project Manager Pool : - ﬂ
This Period

| Mo |Mame

These are shown in the Company and Financial Information.

Penod: ¥

Thiz Penod

Proj kar m‘_ R " I
Jaob Detals I it 0 2 2 1] ECL
B fital health unit : = 8 8 L D etails |
4 4 1]
A 0 52 0 Papoff |
Ener 1] 42 1]
Building % Commercial 1] 5 1] Transfer To P':":'ll

Transfer To Jah |
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Golden Hello Conzultants Report C and Fl
Period: 7

Idle Project Manager Pool

This Period

| Mo |Mame

Thiz Penod

Proj kar m‘_ R " I
Jaob Detals I it 0 2 2 1] ECL
B fital health unit : = 8 8 L D etails |
4 4 1]
A 0 52 0 Papoff |
Ener 1] 42 1]
Building % Commercial 1] 5 1] Transfer To P':":'ll

Transfer To Jah |

Main Quit



Entering Personnel Decisions - 2 Entering Decisions

(R

W5 ge veloping successful managers

Each job now has a project manager
allocated.

However, allocating in itself may not be

enough to secure the services of project Golden Hello Cansultants Report
managers selected from the market, in this _
case 62 and 42, and we may have to offer le Project Manager Pool

them a cash incentive to secure their services. This Period

[ Mo [Mame

We can check if this is the case using the
Golden Hello button.

On-Going Jobhsz

Lagt
Period This Period

Sector % Bonus | | RecrLt I
Job Details | i Buildin -arnrmercial 2 1]
B MNew : Ewildity nrnercial g a Dietailz |
4 1]
0 0 Payoff |
1] 1]
Building % Commercial 0 1] Tiansier To PDD'I

Trarsfer ToJob |
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Cazh incentive
Ma. [Mame affered

On aJob

A7 200 On adob

[ MO [MName

The top project managers i.e., those with experience and expertise in one or more sectors, can command ‘golden hellos’ to
attract them to particular companies.

The ‘golden hello’ could be in the form of perks, such as special pension rights, share schemes, medical insurance etc. In this
scenario the perk is in the form of a cash incentive, which incorporates all of the above and more.

You are given clues as to the likely incentive required. If the incentive required is “None” then no further action need be taken.

For our 2 new project managers only Hedley requires an incentive of around 20% of annual salary, or 9,600. Since the incentive
needed could be higher or lower than 9,600, and we really want to recruit Hedley, we’ll take no chances and offer 10,000.
Hopefully this will be enough.

Key Point
If we don’t offer enough incentive, and our offer is rejected, we'll be allocated an unnamed agency project manager for the
period, whose performance is average, and whose annual cost is shown in the Company and Financial Information.

Aqgency staff

Annual cost: | IR
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We can increase the performance level of the project managers for the period by paying them a bonus.

This is a % of their salary for the period (quarterly salary).

Golden Hello

Perniod: ¥
Idle Project Manager Pool
T his Period

[ Mo [Mame

On-Going Jobhsz

Lagt
Period This Perlod

Desc Sector Proj Mar [ % Bonug [ ] R .
Job Details I Build headguarters Buildifg & Cammercial z 2 0 ecruit |
5 Mew adult mental health unit Ewildity nrnercial g 8 a Dietailz |
zh : 4 4 1]
1] E2 Q Panaft |
0 42 a
Building % Commercial 0 5 1] Tiansier To PDD'I

Trarsfer ToJob |
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But how do we know the affects that different levels of bonus have on performance ?

The clues lie in the Project Manager History, which shows in the level of bonus paid for each period a project
manager has worked for the company (on site), and the affects.

Bearing in mind the information given, it look like a 4% bonus should improve performance ‘noticeably’. If we pay
too much bonus, it may be money down the drain, because there comes a point when the performance does not
improve no matter how much bonus is paid; the trick is to find the level.

Since 4% appears to result in a ‘noticeable’ improvement, we’ll give all the project managers a bonus of 5% each,
to hopefully considerably boost performance.

| | |
Project M anager; m

Factors Improvyin Factors Deteriorating

Performance Performance
Time with Dist (th T aking

the Bonusz paymentsz in 1siance o NS lover from [Feason for

: Compan : job fmn‘! Head another —

[ Basic pany the period Office Overall | leaving, if

Per [Job [Sectar FPerformance || mprovement [ % Bonus [Improvement| [miles) [Deterioration [0 eterioration | Performance applicable
4 | 8 |Bulding & Commercial goad hone 4 hiohiceable | 102 |noticeable hone good
5 | 8 |Bulding & Commercial goad marginal 3 rmarginal 102 |naticeable hone good
E | 8 |Bulding & Commercial goad marginal 3 rmarginal 102 |naticeable hone good

Trarsfer ToJob |
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Golden Hello Conzultantz Repart
Penod: ¢

Idle Project Manager Pool
T his Period

[ Mo [Mame

On-Going Jobhsz

Job [Desc Sector Froj Mar Proj Mar [ % Bonug [ ] RecrLt I
Job Detalls I 4 2 5
B 5 Details |
4 a]
B2 5 Papoll |
A2 5 Transfer Tao F'n:u:ull
5 a]

Trarsfer ToJob |
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Project Manager Resignations
Project Managers can resign from the company for two reasons :-

* Good project managers whose average bonus over the time they are on a particular job is below a
certain level may resign because they do not feel they are being adequately rewarded.

* The top performing project managers can be poached by rival companies regardless of the level of
bonus they are paid.

In either case, once a project manager has resigned they cannot be re-employed next period. In
addition, project managers who resigned due to feeling unrewarded may bear a grudge, and many not be
available for some time in the future.

On-Going Jobhsz
Last

Period This Period
Froj Mar

R ecruit

Details

P apaff

Tranzfer To Pool

Jab Details Build headgquarters Building % Commercial
Mew adult mental health unit Building % Commercial
Refurbizh grade Il listed train ched Tranzport
Construction of storm overflows Wwiater & Sewage
Mew rezearch laboraton Energy
Regeneration of council eztate Building % Commercial

m

m

]

m

m

m

Tranzfer ToJaob
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Golden Hello Conzultantz Repart

Perniod: ¥
Idle Project Manager Pool
T his Period

[ Mo [Mame

On-Going Jobhsz

Job [Desc Sector Froj Mar Proj Mar [ % Bonug [ ] RecrLt I
Job Detalls I 4 2 5
B 5 Details |
4 a]
E2 5 F"El_'.-'l:lff I
A2 5 Transfer Tao F'n:u:ull
5 a]
Trarsfer ToJob |

The Demo is now complete
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Golden Hello Conzultantz Repart
Penod: ¢

Idle Project Manager Pool
T his Period

[ Mo [Mame

On-Going Jobhsz

Job [Desc Sector Froj Mar Proj Mar [ % Bonug [ ] RecrLt I
Job Detalls I 4 2 5
B 5 Details |
4 a]
B2 5 Papoll |
A2 5 Transfer Tao F'n:u:ull
5 a]

Trarsfer ToJob |
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The task of the Construction Manager is to progress the jobs that have been awarded to
the company by :-

» Ensuring the workforce (labour) on the sites is sufficient to progress jobs in line with
the company's strategy for job completion.

» Providing enough site support to keep the jobs running smoothly.

The profits made each period on jobs progressed are paid straight into the cash account.

Consultants Repart
renet o
Mumber of men in the poal: I_' Met Tranzsferz from On-Going Jobs: |—|'|
Mumber of men to Layoff Thiz Penod: I_ Mumber of men left in the pool: I—

Site Cost Flanned
Paid Job Status Labaur

Fis) 1] B00,930  In Fourth Period
B4 47 599033 |n Third Perod 110 111
21 138,276  |n Second Penod
1] I First Period
1] I First Period
1] I First Period

0
0
0
0

Entering Decisions Key Points
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Keep Clicking Anywhere on the screen to advance the demo
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When deciding upon the strategy to be used for completing jobs a number of different scenarios are normally used :-

* Try and complete all jobs on time
* Try and complete all jobs earlier than the planned duration (e.g., complete a 3-period job in 2 periods)
* Amixture of the above

In all cases the Construction Manager needs to assess the labour requirements each period for each job based upon the
strategy being used.

Planned labour levels each period were determined during the estimating stage in order for the job to complete on time,
and they can be used as guidelines in setting the labour levels for whichever completion scenario is chosen.

To complete a job early it is possible to overman above the planned levels. Overmanning limits are given in the Company and
Financial Information, and are sector-based.

120 Overmanning Limits I

Overmanning Limits
100 12 ef b % for Industrial jobsz

a0 al abio e .t r

% for Building and Commercial jobs
2 E|E in =] |:|E=ri|:||:| | e e

a9 (50 E % for Tranzport jobs
m % for Energy jobs

40 i
E % for wWater and Sewage jobz

20 o7

47 0
Cur g q 10
Game Period
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Consider the following situation.

Its the start of period 7, and the company has 6 on-going jobs :-

« Job 8 is inits 4th and final planned period, and needs to be completed this period
- Job 15 is in its 3rd period, but has a planned duration of 4 periods
« Job 31 is in its 2nd and final planned period, and needs to be completed this period

* Jobs 36, 40 and 45 were won last period, and are in their first period.

I Conzultants Bepart I C and FI I

Met Transfers from On-Going Joba: 0
MHumber of men [eft in the poal: 16

Company: 1

Penod: 7

Idle Labour Pool

Start of Penod
Mumber of men in the pool: 16

Mumber of men ta Layaff This Penod: 0
Mumber of men available in the poal far On-Gaing Jobs: 1E

On-Going Jobs
This Period

| Labour On Site | Site Cost | Planned | Labour &llocation | Qv Labour Tranzfers Site Coszt
| Job [Total | Own | Sub | Job Status Labour [ Total [Own [ Sub [From ILP| Mew | TollLP |PaidOff | Allocation
Yy & s s 1] 1 In Fourth Period 37 i s a a 1] a 1] B00930
15 111 B4 47 It Third Period 110 111 B4 47 a 1] a 1] 539033
A 1] Second Period 21 a a 1] a 1] 138276

3E 0 0 zt Pe a I I 0 I 0 0

40 1] 1] Ir1 Firzt Period 1] 1] 1] 1] 1] 1] 1]

45 1] 1] I First Penod 1] 1] a 1] a 1] 1]
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The Construction Manager must first ensure that each job has sufficient labour to enable
them to progress in line with company strategy.

There are two types of labour that can be used :-

» The company's own labour; available either in the idle labour pool or on site
» Subcontract labour being used on site

Company: 1 Conzultants Bepart

renat f
Mumber of men in the pool: m Met Transfers from On-Going Joba: |_|j
Mumber of men to Layoff Thiz Period: |_|:| MHumber of men [eft in the poal: m

Mumber af men available in the poal for On-Going Jobe: | 1E

On-Going Jobs

Last Period Thiz Period
Labaur On Si Site Cost Flanned Labaur &llacation Owin Labour Trans fwr

Job [Total [Own [ Sub | Paid Job Status Labour [ Tatal [0 |- 3

d h h 1] B00,930  |n Fourth Period a7
5 111 B4 47 599,033 |n Third Period 110
1 21 21 1] 128,276 |n Second Period 32
B 1] 1] I Firzt Period
1]
4]

1]
1] 1] 1] It First Periad
1]

1] 1] I Firsgt Penod
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Due to the requirements of each individual job, it is likely that one of two situations may
have to be resolved :-

» An overall labour shortfall; new recruits into the company's own workforce or
subcontractors may have to be taken on, or jobs may even be delayed in the short-term.

> A labour surplus; jobs could be overmanned to aim at early completion, or labour may have
to be released.

I Conzultants Bepart I C and FI I

renat f
Mumber of men in the pool: m Met Transfers from On-Going Joba: |_|:|
Mumber of men to Layoff Thiz Period: |_|:| MHumber of men [eft in the poal: m

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs
Last Period Thiz Period

Labaur On Site Site Cost I Flanned I Labaur &llacation O Labour Transters Site Cost

Total | Own | Sub Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
75 75 0 BO0930 InFouwth Period a7 75 IR 0 0 0 0 RO0930
111 64 47 599,032 In Third Period 10 111 (R 0 0 0 0 539033
P P 1] 3 v In Second Period 32 21 21 1] 1] 1] 1] 1] 138276

0 ind g 0 o | 0 0 0 0 0 0

0 ic 1 0 o | 0 0 0 0 0 0

0 57 0 0| 0 0 0 0 0 0
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At the end of the last period, and available at the beginning of period 7, were :-

» 16 men in the idle labour pool
» 207 men on ongoing jobs (160 are the company's own operatives; 47 are subcontractors)

If we take the combined idle labour and site-based labour, the company has a current
workforce of 223 men.

Consultants Report

Company: 1

renat f
Mumber of men in the pool: m Met Transfers from On-Going Joba: |_|j
Mumber of men to Layoff Thiz Period: |_|:| MHumber of men [eft in the poal: m

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period Thiz Period
Labaur On Si Site Cost Flanned Labaur &lloc :lhl Iq] Owin Labour Trans fwr

Job [Total [Own [ Sub | Paid Job Status Labour [ Total ||-

g 7 7 0  BO0930 In Fourth Period a7
5 111 64 47 593033 In Third Period 110
1 21 21 1] 128,276 |n Second Period 32
B 1] 1] I Firzt Period
1]
]

1]
1] 1] 1] It First Periad
1]

1] 1] I Firsgt Penod
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Key point
The default labour requirements for each on-going job are

the levels from the end of the last period.

However, the default levels are unlikely to be the required
ones for the current period.

I Conzultants Bepart I C and FI I

Penod: 7

Start of Penod After Decisions

Mumber of men in the pool: | 16 ransferz from On-Going Jobes: | 0
Mumber of men to Layoff Thiz Period: I 0 MHumber of men [eft in the poal: | 16

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period 1"hiz Period

Labaur On Site Site Cost I Flanned I Labaur &llacation O Labour Transters Site Cost

Total | Own | Sub Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
I Faurth Period 7 75 | 0 I 0 I FO0530
I Third Period 10 111 (I 0 0 0 0 555033
5 21 | 0 0 0 0 0 138276
, 0| 0 0 0 0 0 0
I First Peria 0| 0 0 0 0 0 0
I Firzt Penod Ty 1] 1] 1] 1 1] 1 1

Main Quit



&E&VEn’rering Construction Management Decisions - 1 Enenngpecisions

developing successful managers

The Construction Manager begins by looking at the labour requirements for job 8.

Company: 1 Conzultants Bepart

FEIOEE & Idle Labour Pool
Start of Period

Mumber of men in the pool: 16 Met Transfers from On-Going Joba: | 0

Mumber of men to Layoff Thiz Period: I 0 MHumber of men [eft in the poal: 16

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period Thiz Period
Labour Or Site Coszt Flanned Labour Allocati

Job | Total m S ai Job Statuz Labour [ Tatal

g 7 7 B00,930  |n Fourth Period a7 5

5 111 64 599,033 |n Third Period 110

1 21 21 128,276 |n Second Period 32
B 1] 1] I Firzt Period
1]
]

1] 1] It First Periad
1] 1] I Firsgt Penod

Main Quit




Entering Construction Management Decisions - 1 nternapeeisions

developing successful managers

Company: 1 Conzultants Bepart

FEIOEE & Idle Labour Pool
Start of Period

Mumber of men in the pool: 16 Met Transfers from On-Going Joba: | 0

Mumber of men to Layoff Thiz Period: I 0 MHumber of men [eft in the poal: 16

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period Thiz Period
Labour Or Site Coszt Flanned Labour Allocati

Job | Total m S ai Job Statuz Labour [ Tatal

g 7 7 B00,930  |n Fourth Period a7 5

5 111 64 599,033 |n Third Period 110

1 21 21 128,276 |n Second Period 32
B 1] 1] I Firzt Period
1]
]

1] 1] It First Periad
1] 1] I Firsgt Penod
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Period 7 is the fourth period of job 8, and its final planned period.

There are currently 75 of the company’s own operatives on site, but the planned requirement is only 37.

Normally, allocating slightly above the planned level each period is sufficient to complete a job on time.

However, since this is the final planned period of the job, we should take a closer look at how the job has
progressed to date, in order to make sure we allocate sufficient labour complete the job, and as efficiently as
possible.

Due to a number of factors the job may be behind/ahead of schedule, and require more/less labour than planned.

We can use the Job Details button to investigate further.
atart of Fenod

Mumber of men in the pool: | 16
Mumber of men ta Layaff This Penod: I 0
Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period ez Penod
Labaur On Site Site Cost

O Labour Transters Site Cost

Total | Own | Sub | Paid Job Status Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
F00,930 I Faurth Period 37 | 75 | O 0 I 0 I FO0530
I Third Period 111 (I 0 0 0 0 555033
' 21 | 0 0 0 0 0 138276
0| o 0 0 0 0 0
0| o 0 0 0 0 0
0| 0 0 I 0 I I
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The Performance tab shows the percentage of the job completed (planned v actual)

At the end of period 6 the actual % of the job completed (green) was well ahead of the planned % complete (red),
indicating that the job was ahead of schedule.

Bearing this in mind, to complete the job in period 7, we can allocate less than the planned labour level of 37.

But how do we determine the exact labour level ?

. Job 8 {In progress) EI

om0
Frint Options |

General | Procurement |E Performance | Job Progress Conzultants Flepurtl
‘Lal:n:uur K anning
5

ite Enst .ﬂ.llnctlnn
A comparizon ~e-=
100 100 between the planned %, and
actual ¥ of the job completed
S0 a0 at the end of each period.
G0 G0
40 | a0 . Planned %%
Actual 2%
20 — — 20
5t
0 _] 0 ion
4 5 E CLr a0
Zame Period _33
7B
1] 1] 1] [ 1] [ I
1] 1] 1] 1] 1] 1] 1]
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Estimated Details by Period Curnulative &nalyzis

Job Labour Expected | % Total ¥alue: EERETEED
Feriod Build Coszt Site Cost hd =lglgllglnj Yalue |_-I:IF|'||:I|E!tE! - -

2443335 439 867 3,101,186 Total Cozst: 11 2RE 900

2,939,202 RE7.341 3.721.423
2,939,202 Ra7Y.84 3.721.423 Grozz Profit: m 4 B % of coztz

1,463 601 293,920 1,860,711
# complete m

man periods

Using the Job Details button, and focusing on the Procurement tab, the planned % of the job that should have been
completed at the end of its third period was 85%.

However, using information from the Job Progress tab, it can be seen that the actual % of the job completed at the end of
its third period was 95.1%; the job is well ahead of schedule (as we also deduced earlier from the graphical analysis).

Since there is only 4.9% of the job left to complete, we’ll allocate 5% of the total labour (247 man periods), which allows for
any productivity reductions.

Hence, we’ll allocate 13 men (5% of 247, rounded up) to job 8.

The planned allocation was 37 men, which although guaranteeing to complete the job, would have completed the job a lot
earlier in the period, which would have had the following detrimental affects :-

* Labour is still retained until the end of the period, incurring additional labour costs
« Labour could be utilised other jobs, where it may be more productively used

- [y | =1 =1 o [ JESLLE -y gy ) [N QS R arl NELS Y Iy LS R =} [ LN } =t o] [ | L= L= L= L= L= | e Ly gy
S ' o[ 0| @ 0 i 0 0
Il 0 1 First P o[ 0| @ 0 i 0 0
Ml 5 1 First Peric 57 o [0 @ 0 0 0 0
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To set the new labour level for job 8 we need to adjust the own and subcontract labour required this period.

Having looked at the relative merits of using either the company’s own labour or subcontractors, the Construction Manager
has decided its more cost-effective in the long-term to try and use the company’s own labour.

For job 8, we’ll reduce the own labour from 75 to 13 by transferring the surplus of 62 to the idle labour pool.

Key Point
The choice of whether to use the company’s own labour or subcontractors is dependant on a number of factors, and is

discussed in a separate demo.

Fenod: 7 Idle Labour Pool

Start of Penod

Mumber of men in the pool: | 16
Mumber of men ta Layaff This Penod: I 0 M
Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

Last Period Thiz Period

Labour On Site | Site Cost IF"Ianne-:I I Labour Allocation Own Labour Transfers Site Coszt
Total | Own | Sub | Paid Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
00,930 [t1 Faurth Peniod a7 5 s a a 1] a 1] BO0930
It1 Third Pericd 110 111 54 47 a 1] a 1] 539033
3 21 a a 1] a 1] 138276

a a a 1] a 1] 1]

a a a 1] a 1] 1]

a a a 1] a 1] 1]
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Conzultants Bepart
LT Idle Labour Pool
Start of Period

Murnber of men in the poal; 16 Met Tranzfers fram On-Going Jobs:
Mumber of men to Layoff This Penod: I 0 Murnber of men left in the pool;
Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

: 1 Qe Labour Tr
Su ‘ Job Statusz Labour ) 51 -
0 00930 InFourth Period 37
111 64 47 539032  |n Third Period 110 111
21 21 0 138276 In Second Period 32 21

Sit <t Flarned
3l

0 0 0 Itr First Period 8
0 0 0 Itr First Period 18
0 0 0 I First Period T

Main Quit
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One important point to grasp is the use of the ‘Own Labour Transfers’ boxes.

When the own labour level is set for a job, the number may vary from the level on site last period. The difference (increase
or decrease) must be sourced from the own labour transfers. This can involve a number of options.

If more own labour is required on site the options are :-

* Transfer labour to site from the idle labour pool (from ILP)
» Take on new recruits

» A combination of both

Conversely, if less own labour is required on site, the options are to :-
* Transfer excess labour to the idle labour pool (to ILP)

» Pay some of the workforce off

» Use a combination of both

Since there are a number of potential options, you must balance the labour movements on the job using the own labour
transfers boxes. Failure to do so will cause an error to be displayed, and no further changes can be made until the line is
balanced.

Subcontract labour changes are much simpler, and are automatically handled by the computer, by either taking on or laying
off as required.

Last Period Thiz Period

Labour On Sike | Site Cost Flanned | Labour Allocation

O Labour Transfers Site Cost

Total [Own [ Sup | Paid Job Status Labour | Toatal [Own [ Sub [From ILP| Mew | TollLP |Paid Off | Allocation
C00 930 v Fourth Period ar 3 13 1] 1] 1] [ 1] GO0930
Ir'| Thirl:l F'E:riljlj 54 4? D D D D 599”33
- : 21 [ 1 0 0 0 0 138276
o | 0 0 0 0 0 0
o[ 0 0 0 0 0
0| 0 0 0 0 0

Main Quit
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The 62 transfers to the idle labour pool are added to the pool,
leaving 78 men in the pool.

If possible, we’ll utilise the men, who are costing the company
lying idle, on other jobs.

LT Idle Labour Pool

Start of Period
Mumber of men in the poal; | 16 Met Tranzfers fram On-Going Jobs: =,
Mumber of men to Layoff Thiz Period: I 0 Murnber of men left in the pool; 7

Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs
Last Period Thiz Period

Labour On Sike | Site Cost Flanned | Labour Allocation

O Labour Transfers Site Cost

Total [Own [ Sup | Paid Job Status Labour | Toatal [Own [ Sub [From ILP| Mew | TollLP |Paid Off | Allocation
C00 930 v Fourth Period ar 3 13 1] 1] 1] [ 1] GO0930
Ir'| Thirl:l F'E:riljlj 54 4? D D D D 599”33
- : 21 [ 1 0 0 0 0 138276
o | 0 0 0 0 0 0
o[ 0 0 0 0 0
0| 0 0 0 0 0

Main Quit
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Conzultants Bepart
LT Idle Labour Pool
Start of Period

Murnber of men in the poal; 16 Met Tranzfers fram On-Going Jobs:
Mumber of men to Layoff This Penod: I 0 Murnber of men left in the pool;
Mumber of men available in the poal far On-Gaing Jobs: | 1E

On-Going Jobs

: 1 Qe Labour Tr
Su ‘ Job Statusz Labour ) 51 -
0 00930 InFourth Period 37
111 64 47 539032  |n Third Period 110 111
21 21 0 138276 In Second Period 32 21

Sit <t Flarned
3l

0 0 0 Itr First Period 8
0 0 0 Itr First Period 18
0 0 0 I First Period T

Main Quit
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The Construction Manager now sets the labour levels for the other on-going jobs by :-

> Setting labour levels in line with planned labour levels where jobs are NOT in their final planned
period, and trying to use the company's own labour.

> Setting labour levels by examining the % job progress to date where jobs are IN their final planned
period, and using the company's own labour.

For jobs 15, 31, 36 and 40 the labour levels were set as follows.

Cand
IS Idle Labowur Pool

Start of Period
Mumber of men in the paol: | 1E Met Transfers fram On-Going Jobs: | g2
Mumber of men to Layaff Thiz Period: I 0 MHumber of men [eft in the poal: | 7a

Mumber af men available in the poal for On-Going Jobe: | 1B

On-Going Jobsz

Last Period Thiz Period

Labour On Site | Site Cost IF'Ianne::I I Labour Allocation Own Labour Tranzfers Site Cost
Total | Own | Sub | Paid Job Status Labour Own [ Sub [From ILP| Mew | TalLP [Paid Dif | Allocation
00,930 [t1 Faurth Period a7 3 13 a a 1] 5 1] BO0930
Iti Third Pericd 110 B4 47 a 1] a 1] R99023
It Secand Period 21 a a 1] a 1] 138276

I i a a a 1] a 1] 1]

a a a 1] a 1] 1]

a a a 1] a 1] 1]

Main Quit
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Consultants Report

Company: 1

FEIOEE & Idle Labowur Pool
Start of Period

MNumber af mer in the paal 16 Met Transfers from On-Going Jobs: [~ 15
Nurmber of men to Layoff This Perod: [ g Mumber of men left in the pool: [~ 0

Murnber of men available in the pool for On-Going Jobs: I 16

On-Going Jobsz

Last Feriud Thiz Period
Labour On Site | Site Cost Flanned Labwwir .'L"-.Ilru"afil Ty

Job [Total [Own [Sub | P Job Status Labour [ Tatal |
-“““

g i) i) EI BO00,930  |n Fourth Period a7 12
5 111 B4 599,033 In Third Period 110

1 21 21 138,276 |n Second Period 32 32
B 1] 1] I Firzt Penod a g
a
5

1] 1] I Firsgt Penod 18 18
1] 1] In First Penad 57
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Attention now turns to job 45, which was won last period, and hence is in its first planned period.

In line with company strategy, we wish to try and complete the job on time, so we’ll allocate the planned labour level of 57 men to
the job. The planned labour levels were determined at the estimating stage.

However, there are no men left in the idle labour pool, and an additional 57 men are needed, so we are faced with 3 choices to
make-up the shortfall :-

» Underallocate this period, which will put the job behind schedule, but attempt to catch-up later

» Take on some ‘New’ recruits into our own workforce, who are not so effective in their first period whilst they are being trained
» Use subcontractors, who are fully effective, but cost incur an additional premium

Since company strategy is to employ our own operatives, and we don’t want any jobs to fall behind schedule, we’ll take-on and
train some new recruits, but is 57 enough bearing in mind they are not fully effective in their first period ?

Stant of Period
Mumber of men in the paol: | 1E
Murnber of rmen to Lagaff This Perod: I 0

Mumber af men available in the poal for On-Going Jobe: | 1B

On-Going Jobsz
Last Period Thiz Period

Labour On Site | Site Cost | Flanned I Labour Allocation Owin\ Aour Transfers Sike Cost

Total [ Own [ Sub | Paid Job Status Labour Own [ Sub [From ILP| Mew | TalILP [Pad Off | Allocation
R00,330 In Fourth Period a7 3 13 0 1] 1] B2 1] EO0930
Ifr Third Period 110 104 7 40 1] 1] 1] F99033
In Second Period a3 0 12 0 0 0 1328276
i : M 5 | O 5 0 0 0 0
5 (IRERIEEEE 0 0 0 0
0 [ 0 0 0 0 0 I

Main Quit
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The Company and Financial Information indicates that it weeks bo train own labour
takes 2 weeks (a sixth of a period) to train a new recruit, so .
a new recruit is only 5/6 effective. Annual training costs are: [N Per person

To allow for this, we’ll employ 69 new men (instead of 57),
which should give us effectively 57 man periods, as
required.

Cand

FEIOEE & Idle Labowur Pool
Start of Period

Mumber of men in the paol: I 16 Met Tranzfers from On-Going Jobs: I T
Nurnber of men ta Lapatt Thiz Peniod: I 0 Murnber of men left in the poal: I_D

Mumber af men available in the poal for On-Going Jobe: | 1B

On-Going Jobsz
Last Period Thiz Period

Labaur Orn Site Site Cost | Flarnned I Labour Allocation v Labour Transfers Site Cost

Total [ Own [ Sub | Paid Job Status Labour Own [ Sub [From ILP| Mew | TalILP [Pad Off | Allocation
R00,330 In Fourth Period a7 3 13 0 1] 1] B2 1] EO0930
Ifr Third Period 110 104 7 40 1] 1] 1] F99033
In Second Period a3 0 12 0 0 0 1328276
i M 5 | O 5 0 0 0 0
5 (IRERIEEEE 0 0 0 0
0 [ 0 0 0 0 0 I

Main Quit
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Consultants Report

Company: 1

Period: 7 Idle Labour Pool
Start of Period
Muraber of men in the poal: 16 Met Transfers from On-Going Jobs: m

Nurmber of men to Layoff This Perod: [ g Mumber of men left in the pool: [~ 0

Murnber of men available in the pool for On-Going Jobs: I 16

On-Going Jobsz

Last Penod Thiz Penod

Labour On Site | Site Cost Flanned Labour Alloc EIHI I

Total m Paid Job Status Labour [ Taotal
13

i 75 0 B00,930 In Fourth Period a7

111 B4 47 593,033  |n Third Period 110 111
21 21 0 138276 In Second Penod 32 33
1] 0 I Firgt Penod a g
1] 1] I Firgt Period 18 18
a 1] I First Period A7 B3
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Key Point
Where there is an overall labour shortfall in the period,

and the intention is to bridge the shortfall by taking on
new recruits rather than use subcontractors, this

Mizcellaneous I
R etentian: m % of Tender Yalue

Mo more thar: E hiew recruits can be taken on this penod

strategy may not be possible due to the limit on the
number of new recruits that can be taken on in a period,
as defined in the Company and Financial Information.
The limit can vary each period.

For period 7, only 69 new recruits are required, which is
lower than the limit, and so subcontractors are not
required.

Consultants Bepart C and FI

: Labour Pool

Start of Period

After Decisions

Mumber of men in the paol: | 1E
Murnber of rmen to Lagaff This Perod: I 0

Met Transfers from On-Going Jobs: I T
Murmber of men left in the pool; |_|:|

Mumber af men available in the poal for On-Going Jobe: | 1B

On-Going Jobsz

Last Penod Thiz Penod

Labour On Site | Site Cost I Flanned I Labour Allocation O Labowr Transfers Site Cost
Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
In Fourth Period 37 3 13 1 1] 1] 62 1] BO0930
I Third Period NN 104 7 40 a a a 599033
1] 23 33 1] 12 1] a a 138276
1] g g 1] g a a a 1]
] Ir Firzt Period 18 1 18 1] 1] 1] 0
1] I Firgt Period T ¥ B3 1] 1] B3 1] 1] 1]

Main Quit
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After making the labour allocation decisions for each job, there may be a surplus of labour left in the idle pool. If this is the
case, there are a number of options :-

* Leave them in the pool for use next period, if they are likely to be required
» Use the “Number of men to Layoff This Period” to layoff as much of the surplus as possible prior to any labour allocations

* Instead of transferring men to the idle labour pool from site, pay them straight off from site

Company: 1

FEIOEE & Idle Labowur Pool
Start of Period After DecizioN

Mumber af men in the paal: [~ 16 Met Transfers fram On-Going Jos | 1B
Nurnber of men ta Lapatt Thiz Peniod: I 0 Murnber of men left in the poal: I_D

Mumber af men available in the poal for On-Going Jobe: | 1B

On-Going Jobsz

Last Penod Thiz Penod

Labour On Site | Site Cost I Flanned I Labour Allocation O Labowr Transfers Site Cost
Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Off | Allocation
In Fourth Period 37 3 13 1 1] 1] 62 1] BO0930
I Third Period NN 104 7 40 a a a 599033
1] 23 33 1] 12 1] a a 138276
1] g g 1] g a a a 1]
] Ir Firzt Period 18 1 18 1] 1] 1] 0
1] I Firgt Period T ¥ B3 1] 1] B3 1] 1] 1]

Main Quit



Wn’rering Construction Management Decisions - 3 Enernapesisions

developing successful managers

Having now established the labour requirements for each on-going job, the next task is to
allocate site support to ensure the jobs run smoothly.

Consultants Report

Company: 1

Period: 7 Idle Labour Pool
Start of Period
Muraber of men in the poal: 16 Met Transfers from On-Going Jobs: m

Nurmber of men to Layoff This Perod: [ g Mumber of men left in the pool: [~ 0

Murnber of men available in the pool for On-Going Jobs: I 16

On-Going Jobsz

Last Penod Thiz Penod

Labour On Site | Site Cost Flanned Labour Alloc EIHI I

Total m Paid Job Status Labour [ Taotal
13

i 75 0 B00,930 In Fourth Period a7

111 B4 47 593,033  |n Third Period 110 111
21 21 0 138276 In Second Penod 32 33
1] 0 I Firgt Penod a g
1] 1] I Firgt Period 18 18
a 1] I First Period A7 B3

Main Quit
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Consultants Report

Company: 1

Period: 7 Idle Labour Pool
Start of Period
Muraber of men in the poal: 16 Met Transfers from On-Going Jobs: m

Nurmber of men to Layoff This Perod: [ g Mumber of men left in the pool: [~ 0

Murnber of men available in the pool for On-Going Jobs: I 16

On-Going Jobsz

Last Penod Thiz Penod

Labour On Site | Site Cost Flanned Labour Alloc EIHI I

Total m Paid Job Status Labour [ Taotal
13

i 75 0 B00,930 In Fourth Period a7

111 B4 47 593,033  |n Third Period 110 111
21 21 0 138276 In Second Penod 32 33
1] 0 I Firgt Penod a g
1] 1] I Firgt Period 18 18
a 1] I First Period A7 B3

Main Quit
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Site costs pay for the support staff and services that are needed to run a site.

When a bid was placed for a job, the on-cost figure included an amount for the site costs to
be paid during the lifetime of the contract, based on the estimated level of site cost
required.

Each period the company must decide how much site cost to allocate to the job, depending
upon the level of labour allocated, irrespective of whether the labour is the company's own or
subcontractors.

I Conzultants Bepaort I C and Fl I

renad f
MHumber of men in the poal; m Met Transferz from On-Gaing Jobs: m
Mumber af men to Layoff This Period: I_D Mumber af men left in the poal; |_|]
Mumber of men available in the poal for On-Going Jobs: m

On-Going Jobs
Last Period Thiz Period

Labaur Or Site Site Cost I Flanned I Labaour Allacation O Labour Transfers Site Cost

Faid Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Oif | Allocation
FO0.930  In Fourth Period 37 W 12 | 0 0 0 F2 0 FO0930
I Third Period I 104 | 7 40 I I 0 599033
In Second Period 32 33 33 1] 12 1 1] 1] 138276

In First Perind g g 8 | 0 g 0 0 0 0

I First Period g 2 (IERN 18 0 0 0 0

In First Perind 57 =M F3 | 0 0 £ I 0 I

Main Quit
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In the same way that labour levels are initially set to the levels that were present
on site at the end of the previous period, so the amount of money to be allocated

for site administration is assumed to be the same as last period.
I Conzultants Bepaort I C and Fl I

However, the levels of site cost last period are unlikely to be the required level for
this period, unless there has been no change in labour levels on site.

After Decisions

Met Transfers from On-Going Jobs: | 1E
umber of men left in the pool; |_|]

MHumber of me in th

Mumber af men to Layoff This Period:

Mumber of men available in the poal for On-Going Jobs: | 15

On-Going Jobs

Last Period Thiz Period

Labour On Site | Site Cost IF'Ianne::I I Labour Allocation O Labour TransfEs Site Cost
Total | Own | Sub |  Paid Job Status Labour Own [ Sub me|LF~| New | TolLP |Paisg | Alocation
1 00 930 If Faurtlh Period 37 3 13 0 1] Bz 1] ™ BO0330
In Thirn:l F'--rin ..j A 104 | 7 4I:I 0 0 0 593033
33 33 0 12 0 0 0 138276

8 g 0 8 0 0 0 0

18 18 0 18 0 0 0 I

£ E3 I 0 B3 0 0 I

Main Quit
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For job 8, the labour allocation for the period has been set to 13 men.

What level of site cost should we set for the 13 men ?

The Job Details button can be used to display information to help set the site cost level.
—— i = itz R epart I C and FI I

Penod: 7

Start of Period

MHumber af met in thepn:u:ul:l 1E I:In-Gninan:uI:us:l AE

Mumber af men to Layoff This Period: I 0 it the poal: | 0
Mumber of men available in the poal for On-Going Jobs: | 15

On-Going Jobs

Last Period Thiz Period

Labour On Site | Site Cost IF'Ianne::I I Labour Allocation O Labour Transfers N\ Site Cost
Total | Own | Sub |  Paid Job Status Labour Own [ Sub [From ILP| MNew | TalLP [Paid On Allocation
00 930 If Faurtlh Period 37 3 13 0 0 1] Bz 1] ~ B00330
In Third Period A 104 | 7 40 0 0 0 593033
33 33 0 12 0 0 0 138276

8 g 0 8 0 0 0 0

18 18 0 18 0 0 0 I

£ E3 I 0 B3 0 0 I

Main Quit
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Each man period requires 7,933 site cost to enable the productivity of the workforce to be maintained i.e., there will be no
reduction or improvement in the normal levels of output.

This will be the original estimated site cost divided by the total number of labour periods required for the duration of the job.

For 13 man periods we require 13 x 7,933 = 103,129 which we’ll round up to 104,000.

It should be noted that the ratio of 7,933 is only an estimate of the ‘real’ ratio, and how accurate our estimate is depends on the
level of estimating effort, and confidence in the estimate.

For job 8, we have ‘extremely high’ confidence in the estimate, so we’ll pay the calculated amount of 104,000.
Instead of paying the calculated level, there are a number of alternative strategies, which each has a number of drawbacks :-

* Pay less site cost.
This may appear to save money, but adverse affects on the productivity of the labour on the site will reduce overall value, and
delay the job, and the cost will outweigh the benefit.

» Pay additional site cost
This will cost more, but will marginally improve the site productivity of the labour and the progress of the job. However, the cost
will almost certainly outweigh the benefit.

Key Point
Whilst a job is within its original duration, a minimum level of site cost is required to keep the site operational, based upon the

planned labour for the period. This minimum amount will always be incurred, even if a job is deliberately delayed e.g., no labour
allocated for the period.

— > Ar 14 1A 1] 1] L b 1] bLIFAL
_ _ SRR 104 | 7 | 40 0 i 0 | 599033
Build Cost: AN od 2 | 3 | 0 | 1z 0 i 0 | 1368276

Site Cozk: A 8 g 0 8 0 d 0 0

| 7.333 1 12 |IREEEEEEE 0 0 0 i

Value: m By B9 9 i i 9 0 0 0

Main Quit
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Consultants Beport
Perod. 7 Idle Labour Pool
Start of Period

MHumber of men in the poal; 1E Met Transferz from On-Gaing Jobs: | AE
Mumber af men to Layoff This Period: I 0 Mumber af men left in the poal; | 0
Mumber of men available in the poal for On-Going Jobs: I 15

On-Going Jobs

Last Period Thiz Period

Labour Op Sike | ot Flanned . =t
oL Job Gtatus Labaur - {Tulg]
75 0 B00.930 InFourth Period ar 13
B4 599,033 In Third Period 110 111
21 138,276 In Second Period 32 33
Iri First Period a 8
Ir First Period 18 13

Iri First Period T B3
Main Quit
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We’'ll now set the level for the other jobs using the same technique.

Company: 1 Conzultants Bepaort

Penod: 7

Start of Period

Murber of mer in the pool; gt Transgferz from On-Going Jobs: I 1B
Mumber af men to Layoff This Period: I 1 gber of men left in the poal; I 0
Murnber of men available in the poal for On-Going Jobs: | 16

On-Going Jobs

Last Period Thiz Period
Labowr On Site | Site Cost Planned Labour Allozation D Labour Transte
Job [ Tatal m Job Statuz ‘ Labour [ Teatal i | Sub Ta

75 75 0 BO00A30 InFourth Period 37 13 3 [ 0 | 0 | :
111 B4 R93.033 In Third Period 110 111 - i

21 21 138276  In Second Perod 32 33

1] 1] Iri First Period a g

1] 1] Iri First Period 18 13

1] 0 In First Period a7 59

Main Quit
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Consultants Beport
Perod. 7 Idle Labour Pool
Start of Period

Murber of mer in the pool; 1R MHet Tranzferz from On-Going Jobs: | ET=
Mumber af men to Layoff This Period: |_|:| Mumber af men left in the poal; |_|j
Murnber of men available in the poal for On-Going Jobs: | 16

On-Going Jobs

Last Period Thiz Period
ke Cios Flanned Labour Allocatian i Labour Tranzfers Site Cost
51 Job Status Labour [ Total [Own [ S0 Allocation
75 0  BO00,930 InFourth Perod a7 13
B4 593,033 In Third Penod 110 111
21 138276  In Second Perod 32 33
Iri First Period d a
Iri First Period 18 13
I First Period 57 59
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The labour and site cost decisions have now been made for all the company’s on-going jobs.

At first glance it appears that efficient use was made of the company’s existing ‘own’ labour, since the idle labour is empty,
and some subcontractors used on job 15 were replaced. However, it won’t be until next period that a full analysis can be
undertaken of just how well the jobs were progressed this period.

Key Point
Any profits (or losses) generated from the jobs will be added to the company’s cash account at the end of period. Hopefully,

overall there will be a profit that will help to increase the company’s value.

Company: 1

Aszzets after decisons Cazh A/LC: -._ﬂ

Penod: 7

Capital Base: m

Investments: REE.906 Company ¥Yalue: 4 702 325

Mumber af men to Layoff This Period: I 0 Mumber af men left in the poal; | 0
Mumber of men available in the poal for On-Going Jobs: | 15

On-Going Jobs

Last Period
Labaur Or Site Site Cost

Flanned Labaur Allacation Owi Labour Transfers Site Cast

Total | Own | Sub Job Status | Labour [ Total [Own [ Sub [From ILP] Mew | TalLP [Paid Off | Allocation
F00.930 In Fourth Period a7 3 13 1] 1] 1] B2 1] 104000

In Third Period 104 | 7 40 0 1] 1] R34000

In Second Penod £} 33 1] 12 1] 1] 1] 216000

I Firgt Period a 0 a 0 0 0 120000

I First Period 18 1] 18 1] 1] 1] 167000

In First Period R7 X B9 I I (2] 1] 1] 455000
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Consultants Beport
Perod. 7 Idle Labour Pool
Start of Period

MHumber of men in the poal; 1E Met Transferz from On-Gaing Jobs: | AE

Mumber af men to Layoff This Period: I 0 Mumber af men left in the poal; | 0

Mumber of men available in the poal for On-Going Jobs: | 15

On-Going Jobs

Last Period Thiz Period
Labour On Site | Site Cost Flanned |
=11 Faid Job Statuz Labour
75 7h 0  B00,930 In Fourth Period a7
111 B4 47 5593033 |n Third Period 110
21 0 1382768 InSecond Fenod 32
1] Iy First Perind d

The Demo is now cople’re
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Consultants Beport
Perod. 7 Idle Labour Pool
Start of Period

Murber of mer in the pool; 1R MHet Tranzferz from On-Going Jobs: | ET=
Mumber af men to Layoff This Period: |_|:| Mumber af men left in the poal; |_|j
Murnber of men available in the poal for On-Going Jobs: | 16

On-Going Jobs

Last Period Thiz Period
ke Cios Flanned Labour Allocatian i Labour Tranzfers Site Cost
51 Job Status Labour [ Total [Own [ S0 Allocation
75 0  BO00,930 InFourth Perod a7 13
B4 593,033 In Third Penod 110 111
21 138276  In Second Perod 32 33
Iri First Period d a
Iri First Period 18 13
I First Period 57 59
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Choose from one of the following options

E] Performance Indicators

E] External Performance Review
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The success of a team in managing their company is measured by the changes in 10 key
performance indicators :-

» Turnover » Contract Completion
» Gross Profit to Turnover ratio » Forward Workload
» Operating Profit tfo Turnover ratio » Forward Margin

» Company Value » Share Price

> Capital Employed > Client Satisfaction

The indicators are weighted according to their variability, totalling a 1000 at the start of
the early years.

As the early years progress the value of each indicator will change, highlighting
improvements or deteriorations in that area, but the overall total will be the measure by
which the ultimate progress of the company is determined.

_ —| Operating  — —— = =
Gross Profit IE'rn:lfit to | Company Capital Contract Farward Forward Cliett

Tatal | over | T imover Ermployed | Completion | ‘workload Margin [ Share Price | 5 atisfaction
o o

3 4

- 5 141

Calculating Performance Indicators Main Quit
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An external performance review (EPR) is carried out each period by an external consultant,
and is an essential aid in managing the company successfully.

The consultant looks in detail at all areas of the company's business, especially where there
may be problems, and compiles an appropriate report.

Provides a detailed analysis of all bids
w. External Performance Review entered for the selected period.

Company: 1 Category _ cick on any Details line to see if further

Period: 7 Period 1 Financial Eidding Analyser information is available.
Period 2 verheads _ _
Periad 32 E stimatin If g0, zmply click on the Further
Periaod 4 Information button to display the
Period 5 Construchion additional notes about the obzervation
‘Perod B made by the external consultant.

Further Infarmation

Job Mo |Details M ature
36 |Job won an price alone F

b 36 | The expertize of consultant 14 zignificantly reduces the build costz, but the design cost iz much higher than expected F
36 | The old-fashioned qualities of consultant 14 slightly increazes the build costs M
40 [Job won an price alone F
Fl

Fl

Fl

40 [The expertize of consultant 1 reduces the build costs, but the design cost ig higher than expected
40 [ The expertize qualities of consultant 1 glightly reduces the build costs
45 |Job won on price alone 7

The nature is either :-

‘P’ if the comment is positive

* ‘N’ if the comment is negative

* ‘U’ if the comment is unclassified

Further Information 4 Main Quit



Per'for'mance S'l'GfiS"'iCS Measuring Performance

Company Performance Statistics provide a detailed set of statistics relating to all aspects
of the company's activities, and can be used to identify strengths and weaknesses, and
explain the rise and fall of particular performance indicators.

. Company Performance Statistics El

I Financial  Overheads | F"mcurement Eunstluctiun Print Statistics History onl

‘Early Years Onwards

Company: 1
Period: 8

Company ¥Yalue I
Compaty % alue has increase b “ % zince the Higtary
On average m % of the Capital Baze wasz utilized

Average amaunt invested: m per period

Average % return an investments: m i

Job zosts were reduced by m % due ta build cozt zavings from investments

Average Gearing Hatio: m

Share Information I

Share price has increased by: m % zince the Higtary
“ % of dividend paid was wazted, and had no affect
Dividend Payments: m % of job costs

Tumower & profhit I

Turnower has increased by: m % zince the Higtary
Average job prafit; m % of job cost Frofit Analyziz
Average Overhead costs m % of job cost

The use of Performance Statistics



Ob.‘.al’ning Infor.ma-l-ion Obtaining Information

Choose from one of the following options

~) Company and Financial Information
) Job Analyser
) Bidding Analyser

’r

Main Quit



Company and FinanCial Infor'mafion Obtaining Information

Company and financial information parameters define the environment in which the
company is operating.

Most remain fixed for the time you are managing the Company but some can vary from
period to period, such as the prevalent interest rates.

Click on a hotspot for further information.

. Company and Financial Information

Company: 1
Penod: 9

.| Main ~ Quit



JOb Analyser' Obtaining Information

developing successful managers

The Job Analyser is the gateway to detailed information about any of the jobs that the
company has prequalified for.

All Jobs can be displayed, or they can be filtered dependant upon their current status,
as show.

i, Jobs Analyser

Job Status Filter

All Job=

Job=s at the Estimating Stage (ESTIE)
Job= not Estimated (ESTHO )
Job= Estimated., but not allowed to bid for (BIDHA)
Job= at the Bidding Stage (BIDIE)
Job= that were not bid for (BIDHO)
Jobs Bid For. But Lost (BIDUS)
Job= Bid For., and Won

iJob= that are currently On—Going ( JOBIE )
Job= that have besen Completed (JOBEIH

A pproximate

[ Job [ Gtatus [Type | “alue
I3 55 JOBIP DB 13,000,000 Town centre refurbishment Transport Contracts M ational Transport
B 55 JOBIP BO 15000000 A17 Mewark-on-trent Transport Contracts M ational Transport

.| Main ~ Quit
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Bidding Analyser‘ Obtaining Information

W5 ge veloping successful managers

The Bidding Analyser, available from the External Performance Review screen, displays
the company's bidding results for a period.

Each job is examined in turn to see why it was won or lost, taking intfo account the various
factors that affect the bidding, such as cumulative workload and the size of the company's
capital base.

Penod: 9

Period 2 Financial
Fenod 3 Overheads
Period 4

Fenod &
Period & Construchion
Feriod 7
Fenod 8

Jab Ha

Details

Bidz cloge; job not awarded because a rival had a slightly

3  |Job won on price alone
B3 |Client [Tyne and Wear Citp Council] rejects bid due to cap
B0 |Job wion on price alone
B2  |Client [London City Council] rejectz bid due to capital baze

Estimatinﬁ

Bidding Analyzer

Click on any Detailz line to see if further
information i1z available.

<y

If z0, zimply click on the Further

Information button to display the
additional notes about the obzervation
made by the external consultant.

Forward workload at the beginning of period § was 17,803,673
Based upon the Capital Base of 3,828,248 clients would accept ;-

- Forward Workload up bo 34,454,228 (9 times) without any problems
- Possibly up ko 42,110,723 (11 kimes), providing thak client relationships were at least
Fairly qgood.

Based on these skarting parameters, For the period your bidding resulks were as follows

Job: 56 Bid: 5,755,396 (Lost) reason: Client Relationship

Job: 53 Bid: 8,675,785 (won) Cumulakive Forward Wiorkload now: 26,479,458
Job: 59 Bid: 24,717,767 (Lost) reason: Capital Base

Job: 60 Bid: 4,805,029 {Won) Cumulative Forward Workload now: 31,257,487
Job: 62 Bid: 11,620,723 (Lost) reason: Capital Base

Ik

.| Main ~ Quit



JOb AnGIYSiS DeTails Obtaining Information

-5 developing successtul managers

Depending upon the job status, different types of information is displayed :-

Information Availability

General Always

Procurement Estimating & Bidding stage onwards

Graphical Performance Job in Progress onwards

Job Progress Job in Progress onwards

External Consultants Job in Progress onwards

. Job 55 {In progress)

Options

| Procurement |E Performance | Job Progress | Conzultants Flepurtl

Labaur Marnning
Site Cogt Allocation
% Job Completion

A comparizon iz shown

100 100 between the planned X%, and
actual % of the job completed

a0 a0 at the end of each period.

B0 G0

40 40 . Planned 5%

Actual %
0 0
g Zur 10 11
Zame Period

.| Main ~ Quit



InTer.aC-'-ive Infor.ma-'-ion Obtaining Information

M developing successful managers

Interactive information is available in a number of formats to provide details of the
status of the company, as shown below.

Graphical Information

Such as the past, current and
140 future forecast of the value of
work in each market sector

160

120

100
B Incustrial

Value [Millions) &0 B Building and Commercial
B Tranzport

Energy
40 W ster and Sevwage

G

20

1]

1 2 3 4 o (5] i g8 "Cur ' 10 11 12 ' 13
Period

Game Period

Shareholder Information IE Financial Heport

Period &

Operational Performance YWork in Progress Eﬂfiﬂg ?
efio
Job Performance b eazsured Y alue: e [T urnowver] Faonward workload: | EEEIIEE Period 8
E arly Completion Bonus: ” Fanward b4 argin: m
Retention Repaid: .
L1722 Tabular Information

SRt T oA Azzets & Liabilities - - .
ss) Fietention Held: | INTVAREET] PP ——— Such as financial details
Total Value: | g 3 ash Account balance: | SEECIIER period by period.

[less] £.545,950

.| Main ~ Quit



Obtaining Information

S elect NONE

£ docure

inztalled to

The reportz initially checked are the suggested zet required to enable decizions to be made for the current

Meazuring Performance People related
Ferformance Indicators: W |dle Project Manager Pool: W
Performance Statistics: [~ [whilst in charge) Froject Manager details: [
External Perfarmance Review: [ (last period) Project Manager histary: W
[~ [all peniods) Consultant details fuw

Consultant history: [

o :Lﬂh.Lﬁhlﬂd ) Client Relationships: W [Summary)
Bidding repart for jobs: W [last period] [ [Ful History]
)l merindz)
Job details: W ([that can be costed this period)
v [that can be bid for this period) Company wide
v [on-going jobs] Compary & Financial Information: v
[~ [all jobs prequalified for) Financial Report: v [last year)
[ [alljobs bid faor] [ [all penods]
[~ [all jobs won) [rvestment Opportunities E
[ [all jobs lost) Investment History v
[~ [alljobs completed) Overheads:
Job progress: [ [ongoing jobs) Marketing Analysiz: [
[T [completed jobs] Rizk Analwzis: [~
Retention: v
Forward “Workload & Margin: [

.| Main ~ Quit



L OUTPUT OpTIOhS for' Repor,.rs Obtaining Information

There are 3 output options for the reports :-

The Screen
This is the default.

The Printer
The current windows printer.

file format
This is currently limited Yo Word format, and the default is to combine the individual
reports into a book of reports, which can be e-mailed to appropriate team members.

Note that the feature is only available if word is installed.

The word document will be placed in the [database_path] folder defined in the
Merit3te.ini file.

EE MERIT3ITE.INI - Notepad

File Edit Formak Help

[program path]
a:program filesament 2006 team modulel

[datshase_path] % | Merit3.mdb 1,396 KB

ciprogram filesunernt 2006 team module’,

®@ | Meritz006_Team_1_all_Reports_Period_g.doc 36 KB

[database name]

t0pl

< Main - Quit |



DeCiSion For‘m op'rions Obtaining Information

Sometimes it is more suitable to enter the decisions for a period on printed forms prior to
using the feam module interface.

In this case, multiple decision forms can be generated by clicking on the Decision Forms tab.

im. Report Options

o Screen @ Frinter 4@ File

Select NOME
Select ALL

Pernod: 8

Generate

Decision Forms can be generated that are either :-
* Blank; to allow entry of decisions
» Completed; all decisions entered for the period

Form Statu_ﬂ/
i+ Blank Forms

" Completed Faorms

Company Reports |[ Decizion Forms:

Type of form required for the period
Financial: [
Overhead: [
Estimating: [
Bidding: [
Ferzannel W
Construction v

.| Main ~ Quit



"{\\p B | d d | ng Repo r.-l- Obtaining Information

8O- developing successtul managers

The Bidding Report shows the outcome of the bidding that took place in a particular period.

Different Bidding Reports exist for the early and final years, as illustrated below.

Early Years (company specific)
All jobs bid for by a particular company are shown, along with the rival bid (computer),
and if the job is not won the reason is given.

Joh  Desc “lie r i Joh Won

T1 Constroct das-cave unit at loeal hospital enlands County Conrel ) Ma

Final Years (all jobs bid for in the period)

All jobs bid for in the period by any company are shown, along with the winning company
and bid, and the rival bids.

Companies 1 and 2 also bid
Winning Details Other Bidding Details for jOb 43, but their bids
Joh No Desc Team Bid t ful
42  Medical School Alterations, Phase II, 3,902,522 Were not successtul.

43 American School, Phase 2, 658,592 3 i There is no direct link from
2 the companies to the bids,

so company 1 could have
Since no team/company number submitted either of the two
is given, the computer-simulated bids shown.
company won job 43.




Job Details/Progress Report GOt O alon

8O- developing successtul managers

The Job Details Report displays comprehensive information about jobs that the company
prequalified for, including estimating and bidding details.

Joh Detailz imating Details Bidding Details
Period Approx Build Site Expected %

Job Pregual Type of Job Size Yalue Complex Per Cost Cozi Bid Details Reazon For Lozs Yalue Done!
15 2 Design & Build  Medinn 13,000,000 Medion 1451204 400 244 Eid subanitted, Job Won 3328218 259
1941 A3 588 204 3003862 55 %
2,941 g3 588,294 3993862 85 %
1,470 733 204 146 1996931 100 %
904595 | 1960978

: 4 periods
t Hear adult merdal health it Design Cost ic 9.0 % of the Build Cost Design Cost 22440 (Comsattant Mo 2

s Basirgzetolie, 92 miles fiogh the Cornpars HIO Estimativg cordiderce Eadrerne by High Build Cost; 9,204 2032

: 2 Emildmg & Correnercial The job has a hlediom ricks lewe]l Or-Cost: 1,991 592

t Hewr Forest Loty Conamcil Ficki costs are 1.5 % of the toaild cost Dolarki- Tfp: 5.0 EBid: 13312472

The Job Progress Report displays progress information on a period by period basis for
each job awarded to the company.

Lahour Analyzis Cozils incurred during the period Progress/Profit

Labour on Site e Cosihrealedoum — _ Projoci Mlanager Dedaile

Plamed: o2 Drecign Fae: 224 805 Agenoy Cost: a
Aconal: 125 Cwm: 5+ BRmId Cost, 3000000 | Person an Site: §

Hewr: — Gfe LosL. G1%087 |

From ILD: Fick Cost: 0 Salmy: 11650

Paid Off: : : L1

To ILP (TTAnmE New Feadute: b0 | iom: 0

Effectiue: 1242 : : 1]

Treffiactimre: 0.8 Tramimg: 0.8 I 120,000 it: G 990 Dleanmed wrabie: 4 594 293 344 % Complete

Crremmam; 0.0 1] Comnpleticn boyoas ; 0 Shead of Schwedale

Period Costs: 4,361,234 Period Value: 4,594,298 Profit: 233,004




ReTenTion Repo r.-‘- Obtaining Information

'8-3- developing successtul managers

The Retention Report gives a detailed breakdown for each job progressed of any monies
withheld and repaid by the client.

=-- Period Retention Details --=

Jobh Dese Client Finished Details _Period Held Bepaid
Upgrade Mernbrane Microfiltration Plant London Water Services Ltd Fes (in period 5} 4 58,119 0

56,4530 17,279
a 71279

154,558 154,558

Mew low head hyrdro power station Wes (in perind 6 ) 46,735 1]
T1.544 0
f.174 63,228
1] 65,238

130,475 130,476

Pier redevrelopraent Ferlands Connty Couneil Wes (in petind 5 ) 63,577 1]
23,034 73,308
1] 73,306

146,61% 144,612

Install flbre-optic cables in towpaths English Waterways Yes (in period 6 ) 10,362 o
12340 11,3531
a 11,351

22,702 22,702

A % of the measured value each period

is withheld by the client until the job is The retention is repaid by the client in
completed. two equal instalments in :-

* The period the job is completed
* Two periods after completion




A Forward Workload and Margin Report  cvznnginfermaten

8O- developing successtul managers

The Forward Workload and Margin Report gives a snapshot of the remaining workload
(turnover) and margin on any on-going jobs.

The company's capital base can only support a certain level of forward workload
(turnover), so the value at the beginning of the period can have a significant bearing on
the company's ability to win work.

z Forward
Mo Desc Size  Clieni »_Worldoad
85 Town centre refibishment 3 Transport Contracts Iledivr Mational Transport | 2 20 8,540,389

S8 A17 Newark-on-trent 3 Transport Contracts Large  Mational Transport 15,289,734
23,830,123

< Main - Quit |



!n(\\p Idle PF‘OJZCT Manager, POOI Repo r.-l- Obtaining Information

The Idle Project Manager Pool Report gives a snapshot of the company's current idle
project managers.

Projects Managers can be held in the idle pool for use on future contracts, provided
they are not kept idle for too long, since they still have to be paid.

Mo Mame Age u:i].l.ﬁrahnns Salary Profile
1 Lrkwright, B 42 | din A3 O graduatin

Engineering, MCIOR

2 Ternnant, C 42 BSe Buildi

< Main - Quit |



0 |€ anager beta Reba catilnbig lnfusle
e Proje ahager Deta Repo 0 0 e possible pro|e anage at can be ed
) E OMPpPd DIM\E diredd PDE € pDIovyed, D C pe dwd g eMmpidc E
Incentive required
No. Name Age Qualifications Salary Profile 0 secure services loyment Sia
1 Snickertor, L 29 BSc Quantity 30,000 After an undistingmished tive at Unieersity, acquired a post as a graduate Mone Loraiting
Surveying engiteer on a stoall building contract. &fter ooy a ywear, roved to a larger ernployraent
cornpary working as a trainee site engiveer on building estate work. Fecently
mnoved again to take up a site engineer's post on a corarnercial building contract
in Liverpool.
Has many outside interests, which often canse work distractior, and is
suspected of having a drink problem. Is looking for a break into site
managemment, and hoping to do so soon.
2 Parsons, © 32 HNC Building practice 39,200 or engineey ot honsing and shopping developments. Mone Erployed by
hd worked for 4 wears as & building survesyor with a ywoursebres on job
n providing sheltered housing. Was promoted recently 11

et special responsibility for a new inver eity housing

pd percent to the job, but sormetities by nature finds it
erizions. Has a stable faredly life, and likes nothing
with the farly.

The profile provides clues to the project manager’s expertise
in each market sector, and should enable project managers to

be allocated to appropriate jobs.

The employment status indicates whether the project
manager is :-

» Currently employed by the company (on site or idle)
* Employed by another company, and unavailable (final

Having a project manager on site with the appropriate skills can years only)

improve the progress of a job, but conversely progress can be

hindered by a poor project manager.

* In the market, and available

< Main  Quit



Obtaining Information

Project Manager History Report

8O- developing successtul manag

The Project Manager History Report gives a detailed account of which jobs a project manager
was used on each period, along with performance information.

=~ Improvement Factors -> =- Deteriorating Factors -=

Time with Taling over
the Company <=-- Bonus Paid = = Distance from H/'Q =  from another
Basic Owerall
Performance rovement _ % Improvement (miles) Deterioration Deterforation Performance

Reason for

Building and Coranercial Contr
Building and Corammetcial Conty

Eneroy Contracts
Energy Contracts

Industrial Contracts
Indnstrial Contracts

Travsport Contracts
Transport Contracts
Transport Contracts
Energy Contracts
Energy Contracts
Enerey Contracts

good nione 30%

good

exnellent
excellent

reasonable
reasonable

good

good

good
reasonable
reasonable
reasonable

narginal
hiome
rrarginal
o
rrarginal
o
marghia
narginal
noticeable
noticeahle

30%

30%
30%

30%
30%

30%
30%
30%
30%
30%
30%

roarginal 94

rnarginal

rraraival
rrargiral

94

TE
18

115
115

44
44
44

noticeahle nione good

nioticeable
HArginal
arginal

nioticeable

noticeahle

ma.rgj:nal
Tnarginal
arginal
nioticeable
nioticeable
noticeahle

good

exellent
excellent

reasonable
reasoniahle

good
good
good
reasonable
good
good

The project manager’s basic performance is shown each period, along with the effects of :-

* Time spent with the company

* Any bonus paid in the period

* The distance of the job from the company’s head office

* Taking over from another project manager at the beginning of the period, if that was the case

which result in the overall performance.




p Consultant Details Report Sy it

8O- developing successtul managers

This Consultant Details Report shows all of the consultants that can be used by the
Company. Some will already be being used on design & build jobs, but there may be many
others who have not been used to date.

Mo Mame Availability
6 5D Dartridge Conealtarts atud 1ma izt and service solely to the Lirrailabile

Althoagh their
ot the teckiral

CW Goditey Aecociates Foomed owrer thirty - o Ccoruparn” draare on e prowen experience ahd managemert ckille to Thurailable: Tfhis of owrercess
oy Y I ALY 2 g2 g
pronide ite extercive it writh 4 high quality seryice, arork

The company profile provides clues to the consultant’s expertise in each market
sector, and should enable consultants to be allocated to appropriate design and build
jobs.

Employing a consultant with the appropriate skills can improve the design, and save
on the build costs, albeit at a higher design fee. Conversely build costs can be far
higher by using a poorer consultant, but there may be a lower design fee.

The availability status indicates
whether the consultant is
currently available for use.

< Main - Quit |



AN Consultant History Report SR OMmEten

8O- developing successtul managers

For each design & build job on which a consultant is used, the report gives an indication
of the consultant's impact on the :-

> build cost, which is affected by their expertise in the job sector, and innovative
qualities. The % change in build costs is also shown

» design cost; which is affected by their expertise in the job sector

In the example show, Crawford & Partners were the ‘best’ consultants used.

T — Joh Details - S S — Factors Affecting Build Costs ---—---ooeeoeo- = =-- Affects on Design Costs =

Mo. Mame Joh Status Sec Experiise in the Sector Innovative gualities % change Expertise in the Sector
Cravwford and Partrers 102 In First Period i : significantly reduces alightly increases 257 rouch higher than expected

Henry Croft Associates 43 Completec Se ntracts no noticeable affect on
Diezign International Ltd In First Period
MDE Basford Consulting Ltd | 28 Corpleted

DE. Cowlishawr & Partners 34 InSecond Period W ewrage Contracts w0 noticeabls affect on reduces

< Main - Quit |



4 Client Relationships Report Opiniug ozt

8O- developing successtul managers

The Client Relationships Report (Summary) describes the current state of the company's

relationship with each Client, and gives details of the value of work won, and at what
markup.

Client Eelationship
Mational Transport

e Forest County Counel
Railline

satisfactory

Saintesc Foods
4

County Council
aport England

The Client Relationships History expands upon the summary, showing how the relationship
was arrived at.

Job Progress Details
Coniract Consultant Project Level of Site
Period Eztimating Completon Designer Manager Admin Cost
Job Preq Description Confidence Bidding Details Time Used Uszed Allocated

Sport England
1 Build headqaarters Extremmely High
Enild Wkeelchair termis
CepdTe

The relationship depends on a number of factors relating to each job that the
company prequalified for with the client, such as :-

« the quality of the estimate

* how competitive the bid was

* how the job was progressed

< Main - Quit |



Obtaining Information

Financial Report

8O- developing successtul managers

The Financial Report shows the period by period financial structure of the Company.

Profit & Cashflow Balance Sheet

Cash Account ¢ g due to Financial Decisions Shareholder Information

Ldditional Incorne
Beduring the Capital Base:
Reducing [rrestiments:

Additional Expenditure
Dividend:

Increasing the Capital Base:
Increasing Iisrestinents:

o

513,256

513,856
21,000 1.5% qf equiiy)
o

400,000

481,000

MNet change:

32,856

Murnber of Shares:
Current Share Price:
Ecpuity:

5,000,000
1.23
6,150,000

Work in Progress
Forward Workload:

Foraard Ilargin:

26,408,906
1,524,708

Deht Burden
(Fearing Fatio:

4 & Lighilii

Job Performance

Operational Performance of the Company

Cash Account:

Tvleasured Value:

9234875 (Turnovar)

Eatly Corapletion Bonns:

o, 50

Hetention Repad:
fl&ﬁ‘j Retention Held:

183,258
128 523

Monies Received:

0,344,752

Capital Base
Presrious Value:
Inereased by
Reduced by

Depreciation:

4,253,421
1]
1]

26,584 (2.5% pa)

4,226,837 (76% Capifal Ermmiovad)

(less) Costs:

5,964,260

LTSS

TOL002 12,7 0 0 cosg)

Operating Profit

{leaz) Crrerheads

251,580 (2.8 %o of costs)

lﬁJlZ {hefore Tax & nferesi)

(less) Corporation Taz:

38,225 (21,0058 Capital Allow, 35% rafe)

1 plus) Uredit [nterest:
(less) Creerdraft Interest:

o a o pa from Cash ANC]
3,442 (11.3% pa from Cash AC)

Irerestmments

Presious Value:
Inereased by

Reduced by

Irrrestrnent Returmne:

764,314
400,000
513,856
650,458

10,446 (1.6 %)
660,904

Operating Profit:

80,645

Company Value:

4,887,404 (0 2% decrease)

Cash Account Summary

Prevvions balance:

TIrupact of Financial Decisions:
Met Operating Profit:

Cash Account halance:

S121,E38  fprior fo any decisions)
32,856
88 645
337




o Investment Opportunities Report S it

8O- developing successtul managers

The Investment Opportunities Report shows all the possible investment opportunities
available at the current time along with past performance information for each one.

- Previouws Performance -:
Name Desc Form 51 Period % Return
AGT Design Services Lid Prowiders of constraction design sobitions Medimn Loan Arrailable for Twrestiverd

The provide efficiert ard varell ergineered snachmral and cindl decign < ¢ of sty corramerce and leinme.

teamn , they aith to Wtegrate the soachmwal and el eleents Tt

British Fuelz Plc Huclest eretgy services Loan Crrerty frorecting i

L mterrational rouclesr ereTay basiess that anplo

e eritire Towclesr erery Cpcle. That means everpthing fon Teactor desigp and firel marafachme to porer station
leatiap.

Then hamre aronmud 4 chiare of the varorld roac lear moarkiet.

< Main - Quit |



o Investment History Report SRy il

8O- developing successtul managers

The Investment History Report shows all the concerns that the company has invested in
to date, along with the % returns and any build costs savings earned.

Invesinent Details Period changes Period Eeturns Jobh Benefits
Starting Reguired Eeturn Build Cost
Name Desc Period YValue Increase by Reduced by Value % Return Value Final Value Savings
Eritich Fuaels Plc Fhaclear erergy services
1] 1] 4 % 1400 101 400
1,400

Cyrum Water Plc Water AIpphe ard wracte wrater
Mgt

DEY Equiptnert Ltd Suppliers of constnaction
eqUIprTeTt

90,008

< Main - Quit |



-0 developing successtul mana;

gers

Overhead Report

Obtaining Information

The Overhead Report gives a period by period breakdown of the staffing levels and costs
in each overhead department, including unproductive staff, along with other overhead

costs.

Per _ Depariment

Marketing
Estimating
Head Office
QHSE

Measurement

=--- Company Staff ---

New Paid off Own Agency

4

Ty
]

Company Staff
Total Salariez Recruit Pay Offs

10,020
0

7 530
10,200
14 000

Total

38,080
18,750
49,170
52,050
62,500

10 FI:I ]
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Marke‘rmg AﬂCllYSIS RZPOPT Sl i
The Marketing Analysis Report provides the Overhead manager with detailed information
about the past, present and future market trends, along with the value of work prequalified
for to date.
The information enables informed decisions o be made about marketing strategy, in terms of
where marketing effort needs to be directed, and the size of the marketing department
needed to achieve the required prequalification targets.

Market Information Company Specific Information

=- Prequalification Details -=

EF
&

9 of
Yalue Markei B&C
{25%) 28
(i 11%) il
i 11%) 5%
i 14%) 35
{24%) 5%
{57%) 35
i 51%0 26 %
{4050 34%

Period Details IND B&C TRA ENE
Past BO5%) 450280 352 M(AW) 4025
Past TOE%Y  34(27%)  25(20%)  (35%)  15(12%)
Past O(0%Y  20(26%) 38 (34%) 1{1%)  43(39%)
Past D(0%Y  45(4l%)  25(23%)  J3(2%)  1E(16%)
Past S(5%) 140131 30(29%)  B(8%) 4745
Past D(0%)  43(40%)  20(27%)  0(0%)  36(33%)
Past 4(6%) 16(22%) 310430 4(6%) 17 ( 24% )
Past D(0%Y  30(44%)  26(32%) 1201891 0(0%)
Churzent 120130 25(28%) 3|42 12013 3(3%)
Future BO8%Y (34N 42042 6(6%) 1 (11%)
Future OUO%Y (2T (MY (I 12(11%)
Future 19(16%)  24(20%)  20017%)  20(18%) 36 (30%)
Future (165 4403 2S(20%Y  23(IEWY 15 (12%)

=Y

DOU\.bt\Jt\_'ﬁt\_'lt\J|

1
2
3
4
5
(i
.
i

—_
)]

The size of the past, present and future market is The value of work prequalified for each period is
shown, along with sector breakdowns. The current and shown, along with the amount of marketing effort (dept
future periods are estimated, with the accuracy of the size), and where the effort was directed (by sector).
estimates depending upon the size of the marketing

department.




&\\_ Rlsk Analysls Repor.-r Obtaining Information

8O- developing successtul managers

The Risk Analysis Report provides a detailed analysis of the affect risk has had on the
company, up to the current point in time.

The report shows, for each job secured, the :-
> Risk contingency included at the procurement stage
> The total risk cost incurred to date on the job, along with influencing factors

There is also an overall summary.

Ideally, the company would be hoping that the overall risk contingency would exceed the
total adjusted risk cost, providing additional profit across jobs progressed.

N Job Progression (to date) - =

Joh Joh Details Procurement Details Risk Cost Incurred Influencing Factors Risk Occurred

58 Type: Build Cinly Estimated Build Cost: 12,099,521 Initial rigk cost incurred: 0 Notocurred to dat
Sector: 3 nort Contracts Risk level: QHSE Depariment staffing level:
Description: 417 He Estimated % Risk Cost: of Build Coat Project Manager performance::
Client: Mational Transport Estimated Risk Cost: 302,435 Number of own lahour paid off:
Number of subconiraciors used:

Risk Contingency in the Bid: 136,120 Adjusted risk cost incurred: (0% of Contingency)

TOTALS for ALL johs === Risk Contingency: 348,329 Adjusted Risk Cost Incurred: 0 (0% of Contingency)




Period of the Game Glossary

Each round of the simulation is known as a period, which represents 3 trading months, or
ohe quarter.

The periods fall into three distinct phases :-

Historical Year
This covers periods 1 to 4, and is used to establish the history of the company before
you take over its management.

The Early Years
You take over the management in period 5, and run the company for a humber of periods,

normally 8 (2 trading years). During this time the company is competing against a

.| Main ~ Quit



Overdraft Limit Glossary

Keep Clicking Anywhere on the screen to advance the demo
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AN Overdraft Limit

Glossary

The amount of money that can be borrowed from the bank is not unlimited, and the overdraft limit is
shown in the Company and Financial Information.

The overdraft limit is fixed, and does not vary from period to period.

But what happens if the overdraft limit is exceeded ?

Mizcellang

Cazh A4C Owerdraft Lirnit: m

E sternal Performance Reviews cost: W gach perniod

Main - Quit |



Overdraft Limit Glossary

(£

W5 ge veloping successful managers

Consider the following example.

Its period 9, and after decisions were processed last period the company’s overdraft has
reached 1,034,316, which has exceeded the limit of 1,000,000. As a result, a warning
message is displayed.

As soon as the Financial Decisions Screen is closed a critical warning message appears.
The message informs the Financial Manager that all possible measures need to be taken to
reduce the overdraft to below the limit.

The Financial Manager decides the best action to take is to reduce the capital base by
50,000.

Capital Baze
You need ba take allPaossible measures bo reduce the overdraft ko below the limik, These
measures may include ;-
= Reducing dividend payments

W Name = Reducing the size of the Capital Ease

B | Cymiru ' ater Plc = Reducing Investments

The O & Cash fccount cannok exceed 1,000,000,

Southern Azzet Management |

Ik

Aszszets after decisons Cazh A/C: m MWIMG | Exceeded Overdraft Limit]

Capital Basze: 4 BE9 Z5R

Investments: m Company ¥alue: 4 545 971

Main Quit



Overdraft Limit Glossary

M developing successful managers

Company: 1 Financial Details Consultants Report

Asszetz before decizsons Caszh A/C: m
Capital Baze: 4 869 ZFR
Inveztments: m Company ¥alue: 4 545 971

Amount ta pay shareholders:

ncease by
Reduce by I RO

Period: 9

limited ko 1,277,314

W M ame Size Initial Yalue | Increase | Reduction | Reguired
Cyrnru "Water Pl Large 591 615 1] 1] 591 615 Change |
b | Southern Azszet Management Plo Srmall 113416 1] 1] 113416

Audd

Aszsets after decisons Cash A/C: 984 21F

Capital Baze: 4.819.756

Investments: m Company ¥alue: 4 545 971

Main Quit



Overdraft Limit Glossary

L developing successful managers

The warning message has now disappeared, and the cash account balance is below the
overdraft limit.

Key Points
« If all possible measures have been taken, and the cash account balance still exceeds the

Period: 9 overdraft limit, then no further action needs to be taken, and the user is not prevented from
moving to another screen.
» The cash account can go above the overdraft limit when decisions are processed, but during
the following period all possible measures need to be taken to reduce the balance to below the
overdraft limit.

Company: 1

1% af Equity of 3,250,000
Camtal Base —

W M ame \ Le | Increase | Reduction | Reguied
Cyrnru "Water Pl La\ B 1] 1] 591 615 Change |
B [Southem Azzet Management Plo Srnd [6 0 a 113.416 add

Aszzetz after decisons Cazh ASC: 934 316

Capital Baze: 4.819.756

Investments: m Company ¥alue: 4 545 971

Main Quit



Overdraft Limit Glossary

M developing successful managers

Company: 1 Financial Details Consultants Report

Period: 9
Azzetz before decizsons Caszh A/C: m

Capital Baze: 4 869 ZFR
Inveztments: m Company ¥alue: 4 545 971
Amount ta pay shareholders:

ncease by
Reduce by I RO

limited ko 1,217 .314

W M ame Size Initial Yalue | Increase | Reduction | Reguired
Cyrnru "Water Pl Large 591 615 1] 1] 591 615 Change |
b | Southern Azszet Management Plo Srmall 113416 1] 1] 113416 add

Aszsets after decisons Cash A/C: 984 21F

Capital Baze: 4.819.756

The Demo is now complete

Main Quit



Overdraft Limit Glossary

M developing successful managers

Company: 1 Financial Details Consultants Report

Asszetz before decizsons Caszh A/C: m
Capital Baze: 4 869 ZFR
Inveztments: m Company ¥alue: 4 545 971

Amount ta pay shareholders:

ncease by
Reduce by I RO

Period: 9

limited ko 1,277,314

W M ame Size Initial Yalue | Increase | Reduction | Reguired
Cyrnru "Water Pl Large 591 615 1] 1] 591 615 Change |
b | Southern Azszet Management Plo Srmall 113416 1] 1] 113416

Audd

Aszsets after decisons Cash A/C: 984 21F

Capital Baze: 4.819.756

Investments: m Company ¥alue: 4 545 971

Main Quit



Factors that affect Share Price Glossaly

Keep Clicking Anywhere on the screen to advance the demo
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Factors that affect Share Price Glossaly

The company's share price is one of the key performance indicators in measuring the
success or failure of the company, with a rising share price signifying increasing
industry confidence in the fortunes of the Company.

The share price is influenced by :-

> The level of Dividend paid to the shareholders
> The value of the company

» The future profitability of the company
» The debt burden (gearing ratio) of the company

Main Quit



Factors that affect Share Price Clossery

8O- developing successtul managers

Factors Affecting Share Price | Consider the following example, where a company

Dl'-.-'ldend Payments Company Fonmard Gearingl Share |nformation at end o isin periOd S.
| nd % fEqut A SR JRRRTGET: umShaes | St Prcs
: | 0f  000of ool 1]

| To analyse the share price history we can use :-

* The Financial Details button from the Financial
Screen
* Information from the Consultants’ Report

The share price trend for the the first 4 periods
has been an fluctuating one.

We’ll now look in more detail at why this has been
the case.

- Th!-' declining company value hasz not h|:5||:u:ed |r|l:|l.l...tr_“ confidence in the compary

Main - Quit |



Dimidend

5,000,000

0

5,000,000

Fanward
kd argiry

Share |nformation at end of

U | Mum Shares

Share Price

5,000,000

1

5,000,000

¥5.000

4,083,920

5,000,000

0.94

4,700,000

70,500

4,750,528

| 0000 000

IE————

4,400,000 66.000

5|4 F7d noel

5,100,000 76,500

e

Share Price m¥%

Petiod

Details

—_

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

The increazing future profitability has dramatically improved induzstry confidence in the comp

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

The declining future profitability hag not helped induzty confidence in the comparny

Shareholders are content with the level of dividend paid

| | e LD LD LD D | —

The declining company value has not helped industy confidence in the compary

Glossary

Dividend payments

Dividends are taxable payments declared by a
company's board of directors and given to its
shareholders, normally quarterly. They provide
an incentive to own stock in stable companies
even if they are not experiencing much growth.
Dividend payments are based upon the current
share price.

The equity of the company at any time is the
overall share value i.e., the number of shares in
circulation multiplied by the current price per
share.

There is a level of dividend, measured as a % of
the equity, at which the share price does not
change. Paying more than the ‘equilibrium’ level
will cause the share price to rise, but paying less
will be not be well received by the shareholders,
and the price will fall.

Dividend payments of 1.5% of equity have been
made each period, and the affect has been
“Shareholders are content with the level of
dividend paid”, implying no change to the share
price.

If dividend has had little affect on the share price,
what about other factors ?

Main

Quit




M developing successful managers

Factors that affect Share Price Glossaly

Factors Affecting Share Price I

Fonmard Gearng

Dimidend

kd argiry R atio

5,000,000

0

Share |nformation at end of

Murm Sharez| Share Price

5,000,000

5.000,000]

5,000,000

¥5.000

4,700,000

70,500

4.750.528 -

4,400,000

66.000

4,624,036

48087920 | 5o

5,100,000

76,500

4512598)  1.017.325] Ty

JJLRIN n o n

Details

Share Price Movement I

Company Value
Changes in the value of the company from
period to period also affect the share price.

If the company value falls in a period, it will have
a depressing effect on share price as
shareholder and industry confidence falls.
Conversely, if the value increases then
confidence will improve, and the share price will
increase.

As can be seen the trend has been for the
value to fall, adversely affecting industry
confidence in the company, and having a
negative affect on the share price, as indicated in
the Consultants Report.

—_

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

The increazing future profitability has dramatically improved induzstry confidence in the company

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

The declining future profitability hag not helped induzty confidence in the comparny

Shareholders are content with the level of dividend paid

| | e LD LD LD D | —

The declining company value has not helped industy confidence in the compary
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Factors that affect Share Price Glossaly

Factors Alfecting Share Price I Future Profitability

Dividend Fapments B Gearng|  Share |nformation at end of Another factor that affects the share price is the
soeeh | Initizl Equity]  Dividend| % of Equity z 1 51 [Mum Shares | Share Price future profitability (forward margin) of the

Sowon|  7Emo 18| 4smem 0000 SO00000T 11— company, which is based upon the company's
000, , 5| 4883, : 000,000 work in progress.

1]
1
2 4,700,000 0,500 1.5 4750528 ooool——""
3
l

-5 developing successtul managers

4,400,000 565,000 1.5] 4624096 1410420 | <
5,100,000 76,500 16 4512538 1.011,325] Tooe At the end of periods 1 and 2, whilst the

- company was being established, there were no
Share Price Movement I . . .
ongoing jobs, and hence no forward margin.

= 1.3 However, successful tendering in period 3

1.0 — Ul secured some profitable work, and by the end of

0.5 0.3 the period the forward margin was standing at a

o0 0.0 healthy 1,410, 421. This dropped slightly in

0 1 2 3 4 :
. period 4.
Petiod
— The fluctuating ch flected in th
1 Shareholders are content with the level of dividend paid € UCt.uajtmg c angeg. are r? ected in the

The declining compary value has not helped industry confidence in the compary Ch‘?‘nges In 'ndUStrylgonf'gence In the company,
Shareholders are content with the level of dividend paid YVh'Ch had both positive (_dramatlc
The declining company value has not helped industy confidence in the compary improvement”) and negative (“not helped”)

The increasing future profitability has dramatically improved industry confidence in the compq affects on the company’s share price.
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
The declining future profitability hag not helped induzty confidence in the comparny
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

| | e LD LD LD D | —
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Factors that affect Share Price Glossaly

-5 developing successtul managers

Factors Affecting Share Price I Gearing Ratio
Dividend Papments C Forward Gearing | Share Information at end af The final factor affegting the share price is
S=TEe | Iitial E quity Dividend| % of Equity b argin SEUE [Mum Shares | Share Price Changes in the gearing ratio.
0 5,000,000 0 0.0] 5,000,000 0.000] 5,000,000 1§
1 5,000,000 75,000 1.5] 4883920 0000 5000000  Dos - L : ;
2 | a7o0000[ 70500 1.5 4,750,528 0.000 The Gearing Ratio is the ratio of the company’s
3 | 4400000 66,000 15| 4624096 1410421 0,000 borrowings (cash account overdraft) to its assets
4 5,100,000 76,500 1.6 4512538 1.011.325 0.000] & (cash account in credit, capital base and
- investments, and indicates the debt burden of
Share Price Movement I .
the company. If there is no cash account
overdraft, the gearing ratio is 0.
U — Ul If the gearing ratio increases the company will be
0.3 0.3 viewed as being vulnerable to both interest rate
0.0 - 1 » ; p 0.0 rises, and its ability to service its debts from its

future profit flows. Consequently, this will have a

Period . .
= depressing effect on share price. Conversely,

Shareholders are content with the level of dividend paid
The declining company value has not helped industy confidence in the compary

Dietailg ) . .
1 Shareholders are content with the level of dividend paid i _the gegrlng ratio d_ecreases t.hen the company
1 The declining company value has not helped industy confidence in the compary will be viewed as being more financially sound,
2 |Sharcholders are content with the level of dividend paid and the share price will increase.
2 The declining company value has not helped industy confidence in the compary
3 The increaszing future profitability has dramatically improved industy confidence in the compd AS can be seen, there was no cash account
3 |Sharehaolders are content with the level of dividend paid overdraft in periods 1-4, and the gearing ratio
3 The declining company value has not helped industy confidence in the compary rose remained at 0, with no affect on the share
4 The declining future profitability hag not helped induzty confidence in the comparny price.
4
4

Main Quit



AN Factors that affect Share Price

Glossary.

Factors Affecting Share Price I

Company Fonmard Gearingl Share |nformation at end of penod |
Walu b argi Hatiﬂm
Sooo0l 0 0o soomooo 1| Soono
|0

Share Price Movement

Each of the 4 factors :-

* Dividend payments

* Changes in company value

» Changes in future profitability
* Changes in gearing

have different levels of impact upon the company share price. It may be, for example, that the share price
rises even though 3 of the factors have negative affects, but the positive affect of the 4th factor has the
greatest impact.

Careful examination is needed of the company data to determine which factors have had which affects,
and to what level.

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

Main - Quit |



Factors that affect Share Price Glossary

Gearng|  Share Information at end of period
Dividend . SEUE [Mum Shares | Share Price E quity
5,000,000 1] ) 5,000 5,000,000 1| 5,000,000
5,000,000 5,000 : 4,883,920 5,000,000 0.94| 4.,700.000
4,700,000 #0500 : 4,750,528 5,000,000 088 4.400.000
4,400,000 66,000 : 4624096 1.410.421 5,000,000 1.02( 5100000
5,100,000 #6500 : 45125898 1011326 5,000,000 0.9 4500000

Share Price Movement I

Dietailg

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
The increazing future profitability has dramatically improved induzstry confidence in the company
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
The declining future profitability hag not helped induzty confidence in the comparny
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

—_

| | e LD LD LD D | —

The Demo is now complete

Main Quit



Factors that affect Share Price Glossary

O Gearng|  Share Information at end of period
Dividend| 3 i z i SEUE [Mum Shares | Share Price E quity
5,000,000 1] ) 5,000,000 5,000,000 1| 5,000,000
5,000,000 5,000 : 4,883,920 5,000,000 0.94| 4.,700.000
4,700,000 #0500 : 4,750,528 5,000,000 088 4.400.000
4,400,000 66,000 : 4624096 1.410.421 5,000,000 1.02( 5100000
5,100,000 #6500 : 45125898 1011326 5,000,000 0.9 4500000

Share Price Movement I

Dietailg

Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary
The increazing future profitability has dramatically improved induzstry confidence in the company
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

The declining future profitability hag not helped induzty confidence in the comparny
Shareholders are content with the level of dividend paid

The declining company value has not helped industy confidence in the compary

—_

| | e LD LD LD D | —
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Company value Glossary.

M developing successful managers

The value of the Company at any time is measured by its assets and liabilities, which
consist of :-

» Cash in the bank. This can either be in credit (an asset) or in overdraft (a liability).
There is an overdraft limit.

> Capital Base. This is the company's investment in plant, equipment, buildings etc, which
determine the level of work that the company can undertake.

» Investments. The company's cash investment in other concerns, which may not be
construction-related.

The value is increased by :-

.| Main ~ Quit



Cash Account Glossary

The Company has one bank account, known as the Cash Account.

The Cash Account can be in two states :-

> In Credit, when it is considered an asset
» In Overdraft, when it is considered a liability. There is an overdraft limit defined in the

Company and Financial Information. Miscellaneous |
Cash A/C Owverdraft Limit:

The Cash Account is increased by :-

.| Main ~ Quit



DiVidend Glossary

developing successful managers

The dividend paid to shareholders each period is one of the key factors that affects the
share price of the company.

The dividend paid is expressed as a 7% of the equity of the company.
Amaount ko pay shareholders: Fa000

The equity of the company at any time is the overall share value i.e., the number of shares
in circulation multiplied by the current price per share.

The dividend % of equity can be :-
» Insufficient to satisfy the shareholders, which will reduce the share price

[ | Period [Details

- Sharehalders are content with the level of dividend paid

- The declining company walue has badly affected industry confidence in the company
-“ Shareholders are content with the level of dividend paid

.| Main ~ Quit



Pr'Ofi* DefiniTionS Glossary

Gross Profit
Gross profit is the difference between measured value and total costs across all jobs

progressed.

It is a measure of how profitable the company's jobs have been.

On some reports, such as the Company profit and Cashflow Report, retentions paid and
withheld by the client are also taken into account.

.| Main ~ Quit



wi The Capital Base Sloszny

developing successful managers

Defined
The capital base is the company's investment in plant, equipment, buildings etc, which determine the

level of work that the company can undertake.

Increasing
Changes to the capital base are the responsibility of the Financial Manager.

It can be increased from cash reserves in order to support further growth. There are limitations on the
increase POSSible each Per'iOd- The increaze in the Capital Baze cannot excesd; m this period

The Workload Limitations button on the Bidding Screen gives an indication of when an increase may be
necessary.

Capital Baze that can be zold off/liquidated: “ Z thiz pernod

Capital B aze Depreciation rate: m Z pEr annm

.| Main ~ Quit




IHVZSTmenTS Glossary

The core business of the Company is procuring and progressing contracts, and if done successfully the
Company will report a healthy operating profit, and increase the Company's value.

However, there are alternative ways of increasing the value of the Company, such as by investing in other
concerns, which may or may not be construction-related. Such investments can :-

> Offer a better return than can be obtained from the bank.
» Offer a competitive advantage for work in progress e.g., investing enough money in a tarmac company
would reduce build costs for Transport jobs as preferable material rates would be obtained.

»Each period a number of new investment opportunities may arise, adding to the list of available
investments, and for each one some key information is given to help in making investment decisions :

.| Main ~ Quit



Gearing Ra'rio Glossary

The Gearing Ratio is the ratio of the company's borrowings (cash account overdraft) fo its
assets (cash account in credit, capital base and investments), and indicates the debt burden
of the company.

If there is no cash account overdraft, the gearing ratio is O.
Changes in the Gearing Ratio have an impact on the Company share price :-
> If the gearing ratio increases the company will be viewed as being vulnerable to both

interest rate rises, and its ability to service its debts from its future profit flows.
Consequently, this will have a depressing effect on share price.

.| Main ~ Quit



Corporation Tax Glossary

Corporation Tax is calculated on the company's Operating Profit each period before tax
and interest (Gross Profit - Overheads) each period, less any Capital Allowances accrued by
the company; details of the rate are shown in the company and financial information.

Corporation T ax rate: E

If the company makes an Operating Loss, then no Corporation Tax is paid, and any capital
allowances are carried forward to future periods.

Capital Allowances are acquired by investing in the company's capital base, and are

Capital */riting Dawen allowance: E Z pEl annum

Capital Allowances < Main Quit



Calculating Capital Allowances Glossary

Keep Clicking Anywhere on the screen to advance the demo
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e Calculating Capital Allowances Gizzzaty

Consider the following example where a company is in period 6, and the Financial Report
is being reviewed for period 5.

Operational Performance of the Company
Joh Performance
Mleasured Walue: 19507719 {Turnover)
Early Corpletion Bonus:
Betention Repad:
(lesz) Betention Held:

Monies Received:
(legz) Costs: 18,466,315

Gross Profit: 0,948 (0 O 5 of costs)

Operating Profit

(legz) Crrerheads
;3% rafa)

The Company made an Operating Profit before tax & interest of
915,288 in period 5.

Corporation Tax at 35% was paid on the 915,288 less Capital
Allowances of 15,625.

But how was the Capital Allowance figure determined ?




Calculating Capital Allowances Glossary

M developing successful managers

T Capital Allowances are the result of investment in the
..................................................................... : Company,s Capital base i.e., any investment can be used as tax

Work in Progress relief to offset the affects of corporation tax.
L SR R UE S S S
Forward "Workload: .m Period & In period 5 the company invested 250,000 in their capital base.

Forward Margin: m The Capital Writing Down Allowance (given in the Company &
Financial Information) is 25% per annum, or 6.25% per
Aszzets & Liabilities period.

Cash Account balance: ﬁm In other words 6.25% of the 250,000 could be used as capital

_ allowance in period 5, or 15,625.
Frevious Y alue: 2.900.934

Increased by: 250,000

Reduced by:

The remaining balance (250,000 — 15,625) would be similarly
written off in the same way in future periods.

Depreciation:

FRFIERT) (6% Capital Employed)

Capital Baze I

The increaze in the Capital Base cannot exceed: | JETTanE this period

Capital Base that can be off#liguidated: m # this peniod

Capital Baze Depreciation rate; m % per annum

Capital *Writing Down allowance: E E per antiun

Main Quit



Calculating Capital Allowances

Glossary

Operational Performance of the Company

Joh Performance
Ileasured Value:

Early Completion Borms:
Eetention Fepaid:

(less) Betertion Held:
Monies Received:

A
(less) Costs:

(Turnover)

(less) Crrerheads 179 261 7
-1.888,2:

(less) Corporation Tax a

; cit Interest:
(leas) Crrerdraft Interest:

Operating Profit: _

If an Operating Loss is made, then any Capital Allowances
accrued will be carried forward to future periods.

Main - Quit |



Calculating Capital Allowances Glossary

The Demo is now complete
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Calculating Capital Allowances Glossary
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Interest Rates clossaty

developing successful managers

The prevalent interest rates each period are defined in the Company and Financial
Information.

Cash Account interest is earned/paid on the Cash Account balance at the beginning of the
period.

Cash Account Credit Interest Cash Account Overdraft Interest
If the Cash Account is in credit, interest If the Cash Account is overdrawn,
is earned at the annual rate shown. interest is paid at the annual rate shown

Fingncial Bates

Bank. Credit rate: m PIET AFILITT

B ank. Owerdraft rate: m & pEr annm

Corporation T ax rate: E &




Overhead Staff Glossary

Overheads are the non-contract based support services required to enable the company
to win and progress work.

They consist of :-
» 5 key departments; Marketing, Estimating, Head Office, QHSE and Measurement.

» Non-departmental overheads, such as idle labour and project managers, who are not
assigned to jobs being progressed.

The staff in each department can be either :-

» The company's own staff

> Agency staff

and are subject to costs and limitations shown in the company and financial information :-
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Market Sectors Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Market Sectors Glossary

All jobs belong to one of 5 sectors :-

» Industrial

» Building and Commercial
> Transport

> Energy

> Water and Sewage

It is the role of the marketing department to identify jobs that the company can
prequalify for in each of the sectors.
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Market Sectors Glossary

At any point in time the marketing department are able to :-

Accurately determine the Forecast the future trend of the market, the
past value of work accuracy of the data based upon the marketing
available in each sector effort, or number of staff in the department

140 140
120 120
100 e BRI
|
a0 — a0 B nclustrial
Value (Millions) B Building & Commercisl
&0 o B Tranzport
40 L 40 Energy
B ater & Seweage
20 - 20
0 - 0
1 2 3 4 Cur B v g g
A Periu\
The market trend for periods 1 to 4 is
accurate, since the data for the past is The market trend for the current
readily available. period onwards is a forecast.
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Market Sectors Glossary

Having identified the market trend, the value of work the company is able to prequalify
for depends upon :-

» The marketing effort applied, based upon the number of staff in the department. As
the department grows more work can be identified, up to a point.

» Where the marketing effort is directed. If effort is directed into sectors with no
work, then jobs will not be identified, so it is vital that resources are used as efficiently

as possible.

» Whether or not the company are experts in a particular sector. If enough effort is
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The value of work actually prequalified for each period can be obtained from the
marketing performance analysis.

140 140
120 120
100 100

al ol

B0 B0 Pre-cwalified for (millions)

[ Rest of the Market
40 40
20 20
1] ]
1 2 3 q
Period
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Market Sectors Glossary

The Demo is now complete

Main Quit



Market Sectors Glossary

Main Quit



The Job Period Shusy

Keep Clicking Anywhere on the screen to advance the demo

Main Quit



The Job Period Slaasiiy

The company is managed over a number of game periods. You takeover the management
in period 5, and could be in charge until period 18, if your company is involved in both
the Early and Final Years.

During this time a humber of jobs will become available in the market, and you will
prequalify, bid for and hopefully win a number of them.

You will begin progressing the jobs won in one of the game periods between 5 and 18,
and the jobs can last from 2 to 5 job periods. It is important then to grasp the concept
of the period of a job, as distinct from the game period.

The following example should illustrate the difference.
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The Job Period Slaasiiy

The company prequalifed for a job in period 5. The job had a planned duration of 4 periods.
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The Job Period Slaasiiy

The company were interested in bidding for the job, so the estimating manager
allocated resources to cost the work in period 6.
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The Job Period Slaasiiy

In period 7 the company put in a bid for the job, which was successful.
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The Job Period Slossay

Work started in period 8, and the job was completed in its planned duration, 4 periods,
finishing in period 11.
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The Job Period Slaasiiy

You can see now where the job period becomes relevant, since period 1 of the job is
actually period 8 of the game, and period 2 of the job is period 9 of the game etc.

Main Quit



The Job Period Slaasiiy

Close examination of the job details shows the breakdown of the costs and labour manning
period by period. Since the job was a 4-period job, the breakdown is given for the 1st, 2nd,
3rd and 4™ periods of the job.
E stimated Detailz by Peniod
Job Labowr Expected

Ferod | Build Cost | Site Cost | Manning Value  |Complete
1,046 837 a03,565 1,975,217
1,806,204 471,241 2,370,261
1,806,204 71,241 2,370,261

928,102 185,620 1,185,150

Prequalify Total Labour Manning: man pernods
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The Job Period Sloss,

The Demo is now complete
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JO b Detai Is Glossary

Keep Clicking Anywhere on the screen to advance the demo
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JO b Detai Is Glossary

Job Number
A unique number that identifies a job, ranging from 1 (earliest jobs) onwards.

Period Offered
The period in which the company prequalified for the job.

Type

There are two types of job :-

> BO (Build Only); traditional type of job where the client is responsible for the design, and the
contractor is only responsible for the build. A bill of quantities is available to the contractor for use
during the estimating process.

» DB (Design and Build); the contractor has responsibility for both the design and build.
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JO b Detai Is Glossary

Approximate Value
The anticipated cost of the job rounded to the nearest million.

Complexity
How complex the construction of the job is likely to be; grade as low, medium high complexity.

Description
A brief description of what the job entails.

Duration
The duration of the job in periods (2 to 5).

Total Labour Manning
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The Demo is now complete
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ESTimGTing Accur'acy Glossary

Keep Clicking Anywhere on the screen to advance the demo

Main Quit



Estimating Accuracy Gloszary

The company prequalifies for a number of jobs as a result of the effort of the
Marketing Department.

If the Company intends to bid for a job, the job costs need to be determined in order
to enable a sensible bid to be submitted. This is done by allocating man-weeks of
estimating tfime to the job, and enough resources need to be allocated to produce an
accurate estimate.

The Estimating Manager must decide how many man-weeks to allocate, and in doing so
needs to consider two factors :-

> The anticipated estimating cost for the size of the job
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Estimating Accuracy Gloszary

M developing successful managers

In period 5 the Estimating Manager must decide how much estimating effort to allocate
to the following jobs.

Company: 1 Sectars Conzulkants Heport C and FI

Period: b

Esztimating time available: Own staff ﬂ weeks

Agency ztaff ” weeks Allocation: m

Expected — E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
4 pproximate Cost as a & of due to Job Allacated
Job | Type Walue Desc | Sector Cliert Approx ¥ alue Complexity [man weeks)
3 1]
1]
1]
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Estimating Accuracy Gloszary

M developing successful managers

Company: 1 Sectars Conzulkants Heport C and FI

Period: b

Esztimating time available: Own staff ﬂ weeks

Agency ztaff ” weeks Allocation: m

Expected — E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
4 pproximate Cost as a & of due to Job Allacated
Job | Type Walue Desc | Sector Cliert Approx ¥ alue Complexity [man weeks)
3 1]
1]
1]

The Estimating Manager is very interested in job 38, and
decides to allocate 12 weeks of estimating time.

Based on the anticipated cost, and allowing for the job
complexity, 12 weeks should be enough time to produce
an accurate estimate.
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Estimating Accuracy Gloszary

M developing successful managers

Company: 1 Sectars Conzulkants Heport C and FI

Period: b

Eztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m

Expected — < E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
Approximate Cost az a % of due to.lob Allocated
Tppe | “Walue Desc | Sector Client Appros i alue Complexity [man weeks|
0,000,000 Upgrade quarters at LS Air Force . 2 The Defence Agency 0.06 A E 12
ods etreatmen 5 Fenlandz Cou ] 3 High 20-3 o
1,000  Fit motaraay el infarmatior 3 Mational Tranzpart gu Low O-10% 0
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Estimating Accuracy Gloszary

M developing successful managers

How accurate is the estimate ?
The accuracy is based upon the normal distribution shown.
If we assume that the true costs are represented by 100%, then

the estimate generated will be somewhere in the shaded area,
between about 99 and 101% of the true cost.

Sechors Conzulkants Heport C and Fl
Of course, the estimate could be higher or lower than than the
true cost, but at least we have confidence that it will be close. : 36
1] e O locakig 12
Expected — < | E ztimating
E ztimating '&'ddc'lt":'”alf E':'St Effort to be
o Cost as a & of E"‘E t':i 2 Lllocated
I Job IT_I,Ipe Walue Desc | Sector Client Spproy Y alue omplezxity [man weeks]

The Defence fgency 0.06 M edium 1 12

Fenlandzs County Council ni3 High 20 E o

Mational Trarsport 0.0& Low O-10% 0

About 99 About 101

98.0 100.0 102.0
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ESTimaTing Accur'acy Glossary

M developing successful managers

Company: 1
Period: 5

Sechors Conzulkants Heport C and Fl

Eztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: m

Expected — < | E ztimating
SE— E stirmating '&'ddc'lt":'”alf E':'St Effort to be
& pprozimate Cost az a & af E"‘E t':i 2 Allocated
| Sector Appros i alue omplezxity [man weeks|
0,000,000 Upgrade quarters at US ArForce 2 The Defence Agency 0.0& 20 % 12
Mods etreatrnenn 5 Fenlands Cou 3 High 20

1,000  Fit motaraay el infarmatior 3 Mational Tranzpart gu Low O-10:%

The Estimating Manager is not so interested in job 40, and
decides to allocate only 3 weeks of estimator time to produce
the estimate.

7 weeks are actually required for an accurate estimate, so the
estimate will not be ‘accurate’.
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Estimating Accuracy Gloszary

M developing successful managers

Company: 1 Sectars Conzulkants Heport C and FI

Period: b

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: .E

Expected — < E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
Approximate Cost az a % of due to.lob Allocated
Tppe | “Walue Desc | Sector Client Appros i alue Complexity [man weeks
0,000,000 Upgrade quarters at LS Air Force . 2 The Defence Agency 0.06 A E 12
ods etreatmen 5 Fenlandz Cou ] 3 High 20-3 I
1,000  Fit motaraay el infarmatior 3 Mational Tranzpart gu Low O-10% 0
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Estimating Accuracy Gloszary

M developing successful managers

How accurate is the estimate ?

The accuracy is based upon the normal distribution shown.

If we again assume that the true costs are represented by 100%, then
the estimate generated will be somewhere in the shaded area,
between about 95 and 105% of the true cost.

Sechors Conzulkants Heport C and Fl

Of course, the estimate could be higher or lower than than the true
cost. In either case, we do not have confidence that it will be close.  fulll 5l

Agency zraff m weeks Allocation: .E

Eupected — E ztirnatin
Estl?mating Additional 7 Cost Effort b I:ugnla
A DProXIn Cost az a & of due to "I':.'t' Allocated
Type | “Walue Dz | Sector Client Appras Yalue Comple:ity [man weeks
- ' - 2  The Defence Agency 0.06 b ediurm 1 12
5 Fenlands County Council 013 High 20-30% (ISR
t 3 Mational Transport 0.0& Low O-10% 0

About 95 About 105

90.0 100.0 110.
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Company: 1 Sectars Conzulkants Heport C and FI

Period: b

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: .E

Expected — < E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
Approximate Cost az a % of due to.lob Allocated
Tppe | “Walue Desc | Sector Client Appros i alue Complexity [man weeks
0,000,000 Upgrade quarters at LS Air Force . 2 The Defence Agency 0.06 A E 12
ods etreatmen 5 Fenlandz Cou ] 3 High 20-3 I
1,000  Fit motaraay el infarmatior 3 Mational Tranzpart gu Low O-10% 0

The Demo is now complete
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Estimating Accuracy Gloszary

M developing successful managers

Company: 1 Sectars Conzulkants Heport C and FI

Period: b

E ztimating time available: Own staff ﬂ weeks

Agency staff m weeks Allocation: .E

Expected — < E ztirmatin
SR Estl?mating Additional 7 Cost Effort b I:ugnla
Approximate Cost az a % of due to.lob Allocated
Tppe | “Walue Desc | Sector Client Appros i alue Complexity [man weeks
0,000,000 Upgrade quarters at LS Air Force . 2 The Defence Agency 0.06 A E 12
ods etreatmen 5 Fenlandz Cou ] 3 High 20-3 I
1,000  Fit motaraay el infarmatior 3 Mational Tranzpart gu Low O-10% 0
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Choosing the right designer Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Choosing the right designer Glossary

One of the key decisions when bidding for a design & build job is the choice of the
consultant to produce the design.

But why is the decision so important ?
A consultant who has expertise in designing the type of work in question can produce
designs that can significantly reduce the build costs, which in turn can improve the profit

margin on the job.

There are a number of consultants available, and there is no restriction on the number of
design & build jobs a particular consultant can work on at any one time, but finding the
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Choosing the right designer

Consider the following example.

Glossary.

The company is submitting a bid for design & build job 34, a medium-sized building &

commercial contract.

Penod: 5

wiorkload Limits

| Estimated Costs
IDesignE
Sect | Client Bid | [of build][ Byild Cost
Y
Y
Y Y

Job | Twpe | Desc

Sector Descriphionz

C and Fl
Consultant z Eid
Allocated | On-Cogt  |Mark-Up
369,125 E.1
378,701 E.3
2 1.632685 | 55

Main

Quit



A4 Choosing the right designer oz

o —

Chester Consultants

Melbourne Ci

m R S R

O -l

o

T eanwark., planning, communic:
for reliability and quality in all their des

he Compary speci I zigh of new buildings to a very high standard, and have
sed far m: : clie wome and abroad.

They recently introduced a new computer system to create their designs, and are currently
getting to grips with the new technology.

Consultant no 2, Chester Consultants, have
been allocated to produce the design.

Their company profile indicates that they have
a lot of experience in the building &
commercial sector, and they appear to be an
ideal choice.

They have also been used before, and we
can look at their past performance by using the
History button.
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Choosing the right designer Glossary

M developing successful managers

Cansultant: Chester Consultants Teamwork, planning, communication and commitment haz given the company
a reputation For reliability and quality in all their dezigns.

The Company zpecializez in the dezign of new buildings to a very high
standard. and have worked for many high-profile clientz, at home and
abroad.

They recently introduced a new computer syztem to create their designs.
and are cummently getting to gripz with the new technology.

|Jab | Status Sectar | Expertize inthe Sector |  Innovative qualiies | 2 change E xpertize in the Sectar
b [IE [ InFirst Period [Buiding & Commercial | reduces | nonoticeable affecton | -1.53 higher than expected |

Chester Consultants were used on job 15, and their expertise
reduced the overall build cost on the job by 1.53%, quite a saving.

Design costs were higher as they charged a higher than average fee,
but the build cost saving would have more than compensated for this.

Clearly Chester Consultants are worth using again.
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Choosing the right designer Glossary

If the company wins the job then the design produced by Chester Consultants should
ensure significant saving on the build costs, although they may be charged a slightly
higher design fee than anticipated. However, the savings should easily outweigh the
additional design costs.

Some of the anticipated reduction in build costs due to the quality of the design can be
passed onto the client by including part of the saving as a negative amount in the on-
cost, making the bid more competitive. Additional profit would still be made on the job,
since only part of the expected saving is being passed onto the client.

The reduction in build cost possible for the best possible designer for the job is shown

Conszultants I

Allacating the best poszible designer to
a dezign and build job can result in a
reduction of the build costz by up ba:
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Choosing the right designer Glossary

The Demo is now complete

Main Quit



Choosing the right designer Glossary
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Design Fee

Whilst tendering for a Design & Build job the company :-
> Estimates the likely design costs, based on average designer

» Approaches an external consultant to produce the design, should the job be awarded

If the job is won, the consultant completes the design and charges a design fee, which is
payable pro-rata over the planned duration of the job.

The design fee is subject to variation from the original estimate depending upon :-

.| Main ~ Quit
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Keep Clicking Anywhere on the screen to advance the demo
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Glossary.

At the estimating stage, an assessment was made of potential risks occurring on a job that
could cause monetary losses to the company.

The likelihood of the risk occurring (risk level) is classified as None, Low, Medium or
High, and also expressed as a % chance of happening.

The severity (cost) if the risk hits is expressed as a % of the estimated build cost.
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R IS k Glossary.
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Consider job 67, a medium-sized Transport contract.

The job is classified as having Medium risk.

The Company and Financial Information reveals that for medium-
sized contracts there is a 20-40% chance the risk will occur at
some point during the progressing of the job.

If it does, there will be a 3.3% addition to build cost, or :-

0.033x 9,124,758 = 301,117

E stimating Confidence:

Estimated Design Coszt:

E ztimated Build Cost:

Ezstimated Site Cost:
Rizk Level:
Addition to build cost of: m 2 i1f nzk occurs

Total Labour M anning: man perniods



Glossary.

Lets suppose the Company decides to bid for the job.

If the risk occurs the additional cost incurred could have serious affects on the
cashflow of the Company, unless an allowance is made during the bidding stage to
provide contingency for the risk.

The contingency for risk forms part of the oncost, and there are 3 possible scenarios
for the contingency.
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oV Risk

Scenario 1: No risk contingency
If no risk contingency is added to the oncost then there is a good

chance of the company winning the job since their bid would be
lower than their competitors who have included some risk
contingency.

However, if they do win the contract, and the risk occurs the
additional cost could seriously affect the job profits, and adversely
affect the cashflow of the company.

Costs to be Added

Site Support costs:

Rizk contingency:

Project Manager costs: | 25000
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o\ Risk

Scenario 2: Full risk contingency
If the full cost of the risk is added to the oncost then there is less

chance of the company winning the job since their bid would be
higher than competitors who may have included some, but not full,
risk contingency.

However, if they are awarded the contract, and the risk occurs the
additional cost will have been covered, and will not affect the job
margin. If the risk does not occur the margin would be significantly
improved.

Costs to be Added

Site Su pport cosks:

Rizgk contingency:

Project Manager costs: | 29000
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RIS k Glossary

Site Su pport cozts:

Hizk contingency:

Project M anager c

18

Costs to be Added

Scenario 3: _Some risk contingency
If some of the risk cost is added to the oncost then there is a

fair chance of the company winning the job, and they have
partly covered themselves in case the risk occurs.

Since there is a 20-40% chance of the risk occurring, it may
be reasonable to cover 30% of the risk cost, or 90,335.

If the risk occurs, the company has to find the other 70% of
the risk cost, or 210,782, which eats into the margin.
However, if the risk does not occur then the 90,335 is
additional margin.
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Glossary.

As we have seen, the setting of the risk contingency can have significant effects on
both a company's chances of winning a contract, and subsequent margins and cashflows
if the job is awarded and progressed.

If a job is being progressed, and risk costs are incurred, the costs can be reduced by :-

» Employing a good project manager, who will be able to identify and address the
potential effects of the risk. Conversely, employing a poor project manager may
increases the risk costs.

» A good labour relations policy, using the company's own labour in preference to
subcontractors and not laying of f own labour. Conversely, a poor labour relations policy,
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The Demo is now complete
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Build Cost

The build cost covers all the labour, plant, material and subcontract costs incurred during
the completion of a job.

During the tendering stage the company estimated the build costs, the degree of
inaccuracy being governed by the amount of effort put info producing the estimate.

However, once the job commences the ‘true’ build costs are generated, which should be
very close to the estimated costs providing that there is high confidence in the accuracy
of the estimate.

The company never sees the 'true’ build cost, although they can be deduced from careful
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Site Staff Cost

Site costs pay for the support staff and services required to administer a site.

During the tendering stage estimates were made of the level of site cost required for the
job, the degree of inaccuracy being governed by the amount of effort put into producing
the estimate.

Once the job is undertaken the 'true’ level of site cost needs to be paid, which should be
close to the estimated cost if there was high confidence in the estimate produced.

Unlike build costs, which are automatically generated by the level of labour used on site,
site costs have to be allocated by the construction manager each period. The level of site
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Keep Clicking Anywhere on the screen to advance the demo
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Successful Tendering - 1 Glossary

Based upon the company's strategy for growth, a number of bids may be submitted in a
period, but there are a number of factors that can affect the company's ability to secure
the contracts ?

These tendering factors fall into 2 categories :-

» Company factors, such as the size of the company's capital base
> Job-specific factors, such as the price submitted

We'll look at each set in turn.
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Successful Tendering - 1 Glossary

Company Factors
Company growth, and successful tendering, is limited by :-

> The size of the company's capital base. Clients will not accept a bid from the company
if they feel that the company does not have the resources to complete the job.

» The number of jobs in progress. If the company has too many job commitments,
clients will reject a company's bid because they feel that the company will not be able to
manage further contracts efficiently.
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Its period 9, and the company has bid for 3 jobs.

Will the company be able to support winning the 3 jobs, on top of any existing workload ?

We'll use the Workload Limits to find out.

Company: 1 “warkload Limits Project Managers Sector Deszcriptions C and Fl

Penod: 9

Estimated Costs

Design & Conzultant
Job [Type | Desc Sect | Client Bid | [of build])| Build Cost | Allocated [ On-Cost
b v 762,000
Vv g 1,817 464
Vv 1,820,000
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Capital Basze: | 4 79576 Fonward "warkload may be mare tharn: | 41 216,124 [Lower Threshaold: 3 times the Capital Baze)
Forward Workload: | 22 454 855 but cannat excesd | R0.375.226 (Upper Threshaold: 17 times the Capital Baze]

In a peniod, the number of On-Gaoing Jobs at .
thie beginning of the period, pluz the number I 10 o
war during bidding, cannot excesd:

50 _ = The company’s capital base of 4.6m can
support future workload :-
40 - 40 _
* Up to 41.2m without any problems
0 L a0 * Between 41.2 and 50.3m if client relationships
Wiorkload (milions) B current Forward Wiorkload are at a particular level
20+ - 20 Lovwver Threshaold L.
But definitely not beyond 50.4m.
B Upper Threshold
10 - - 10
0 S - 0 Key Point
Type ‘future workload'’ is defined as the company’s
current forward workload (before any jobs are
progressed in the period), plus any jobs won in
the period
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The current forward workload is 22.5m, and if the 3 bids were to be won the affect would be :-
* Job 64: 4.5m (cumulative workload 27m)

« Job 67: 12.5m (cumulative workload 39.5m)

«Job 68: 11m  (cumulative workload 50.5m)

However, the workload limitations will affect the bidding as follows :-

+ Jobs 64 and 67 could be secured since the cumulative workload would not exceed the lower threshold of 41.2m.
* If jobs 64 and 67 are won, job 68 cannot be won since the cumulative workload would exceed the upper threshold. If the

lower threshold was exceeded, but not the upper threshold, the job could only be won, price permitting, if the relationship with
the client is at least ‘fairly good’, as defined in the Company and Financial Information.

If & |_|_|r|||:|:|r|“ |:|r| jected fanward wio erllEu:l

. fairly good

a0

40

During the bidding proceszs the value of any jobs

a0 won iz added to the current forward workload,

B Current Forwsrd Worklosd and a projected forward workload iz heing
conztantly produced.

Workload Cmillions]

20+ - 20 Lower Threshold
Urereer Treslal] If the projected fu_lwan:! wulklu_ad exceeds the

Il Uep lower threzshold. bids will be rejected unless the

relationship with the client is at least fFairly good.

10 + - 10

0 - 0

Type If the projected forward workload exceeds the
¥R upper threshold clients WILL DEFINITELY reject
the id.
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The lower and upper thresholds can be raised for the current period by using
more of the company’s cash reserves to increase the capital base.

Using cash reserves in this way is the responsibility of the Financial Manager.

YWorkload Limits

Capital Basze: Fonward "warkload may be mare tharn: | 41 216,124 [Lower Threshaold: 3 times the Capital Baze)
Forward “Warkload: | 2 but cannat excesd | R0.375.226 (Upper Threshaold: 17 times the Capital Baze]

In a peniod, the number of On-Gaoing Jobs at .
thie beginning of the period, pluz the number I 10 jabs
war during bidding, cannot excesd:

Decizions on tender awardsz are made before any
=0 — =0 jobs are progressed in the penod, zo just prior to
bidding the company's current forward workload
iz as shown.

40 - 40

During the bidding proceszs the value of any jobs
a0 L ag won iz added to the current forward workload,

Workload Cmillions] . Current Forseard Wiorkload and a projected forward workload is being

20+ - 20 Lower Threshold
Urereer Treslal] If the projected fu_lwan:! wulklu_ad exceeds the

Il Uep lower threzshold. bids will be rejected unless the

relationship with the client is at least fFairly good.

conztantly produced.

10 + - 10

Us Type Pl If the projected forward workload exceeds the
¥R upper threshold clients WILL DEFINITELY reject
the id.
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M developing successful managers

The current forward workload of 22.5m comprises 4 on-going jobs. If the 3
submitted bids are successful, the number of on-going jobs would be 7, still well
short of the upper limit of 10.

However, in future periods the choice of jobs to tender for could well be affected
by the on-going job limitation.

Capital Basze: | 4 79576 Fanwar than: | 41 216,124 [Lower Threshaold: 3 times the Capital Baze)
Forward Workload: | 22 454 855

In a peniod, the number of On-Gaoing Jobs at .
thie beginning of the period, pluz the number I 10 jabs
war during bidding, cannot excesd:

Decizions on tender awardsz are made before any
=0 — =0 jobs are progressed in the penod, zo just prior to
bidding the company's current forward workload
iz as shown.

40 - 40

During the bidding proceszs the value of any jobs
a0 L ag won iz added to the current forward workload,

Workload Cmillions] . Current Forseard Wiorkload and a projected forward workload is being

20+ - 20 Lower Threshold
Urereer Treslal] If the projected fu_lwan:! wulklu_ad exceeds the

Il Uep lower threzshold. bids will be rejected unless the

relationship with the client is at least fFairly good.

conztantly produced.

10 + - 10

Us Type Pl If the projected forward workload exceeds the
¥R upper threshold clients WILL DEFINITELY reject
the id.
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Capital Basze: | 4 79576 Fonward "warkload may be mare tharn: | 41 216,124 [Lower Threshaold: 3 times the Capital Baze)
Forward Workload: | 22 454 855 but cannat excesd | R0.375.226 (Upper Threshaold: 17 times the Capital Baze]

In a peniod, the number of On-Gaoing Jobs at .
thie beginning of the period, pluz the number I 10 jabs
war during bidding, cannot excesd:

Decizions on tender awardsz are made before any
=0 — =0 jobs are progressed in the penod, zo just prior to
bidding the company's current forward workload
iz as shown.

40 - 40

During the bidding proceszs the value of any jobs
a0 L ag won iz added to the current forward workload,

Workload Cmillions] . Current Forseard Wiorkload and a projected forward workload is being

20+ - 20 Lower Threshold
Urereer Treslal] If the projected fu_lwan:! wulklu_ad exceeds the

Il Uep lower threzshold. bids will be rejected unless the

relationship with the client is at least fFairly good.

conztantly produced.

10 + - 10

Us Type Pl If the projected forward workload exceeds the
¥R upper threshold clients WILL DEFINITELY reject
the id.
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Job-Specific Factors
If the Client does not immediately reject the company's bid because of company factors,
then job-specific factors may prevent the Company from being awarded the contract.

These can be summarised as :-

> The price submitted
> The relationship with the job client

We'll look at them in more detail.
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In the early years the company is always bidding against a computer-simulated rival
company.

In the final years the company bids against both the computer-simulated rival company
and the other companies that are involved the final years, so the competition is far
more fierce.

In either case there is some compeftition.
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Glossary.

Rival Bid

Consider the following example in the Early Years.

The rival bid is as shown
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Rival Bid

Low Bidding

If the company’s bid is too far below the rival bid, the client will reject
the company’s bid on the grounds of low bidding, believing that the
quality of the work will be undermined because the company cannot
possibly complete the project without cutting costs.

Main - Quit |



Successful Tendering - 2 Glossary

High Bidding
If the company’s bid is too far above the rival bid, the client will reject
the company’s bid on the grounds of price.

Rival Bid
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Client Relationship
If the company’s bid is within a certain % of the rival bid, the contract is

awarded to the company if they have a better client relationship than the rival
company.

The company’s client relationship is based on a number of factors, such as :-

» The quality of previous tenders submitted to the client
* How well the company has managed previous contracts with the client

Note that your rivals improve their relationships with each client as each
period passes, so bidding for a job with a client with whom you have not
formed a reasonable relationship might prove unsuccessful if the bids are
very close.

Main - Quit |



Successful Tendering - 2 Glossary

Rival Bid

‘Safe’ area
If the company’s bid falls outside the other ranges, then the job will definitely

Ty bewon.

Job Secured
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Rival Bid

Job Secured
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The bid (or planned value) to be submitted to the client consists of :-

Mark-Up

On-Cost

Estimated Build
Cost,Design Cost and
Consultant designer

The margin o be made by the job, expressed as a percentage of the
sum of the Build, Design and Oncost.

It is one of the company's critical decisions because it affects the
job's gross profit.

The gross profit is required to fund the company related costs not
covered in the individual jobs, such as head office overheads,
increases to the company capital base and paying dividend to
shareholders.

An additional allowance to cover costs not covered by the estimated
build and design costs, which should include :-

* (+) Site costs

* (+) Contingency for Risk

* (+) Project Manager Costs

* (-) an allowance to represent the anticipated savings on the build
cost due to the design produced by the consultant

The estimated build and design costs (D&B jobs only) are determined
by the estimators.

They cannot be altered during bidding.




Mark-Up that may secure a job Glossary

The markup, or margin included in a submitted bid is one of the company's critical decisions
because it affects the job's gross profit. The gross profits on all jobs are required to fund
the company related costs not covered in the individual jobs, such as company overheads
and dividend payments to shareholders.

Considerable care is required at the bidding stage in coming to a decision on mark-up, and
assuming that the oncosts are set at appropriate levels, what level of mark-up would be

likely to secure a job ?
Rival Bids I

This information is given in the Company ,,,'r’,:p’,*j';,f“’j"r';,“"* ""-";[ (R  for Large jobs
and Financial Information, by job size. subrmit tenders with % for Medium jobs

mark-ups le
b LD % for Small jobz
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Rival Bid Glossary.

Inboth the early and final years there is always competition for the available jobs from a computer-
simulated company.

In the early years the computer is the only rival, but in the final years the other competing teams
provide tendering competition, and securing work becomes far harder.

The computer bid has certain characteristics :-

> It is based on accurate estimates of build and design costs.

» The oncost element includes :-

Sufficient site costs, adequate risk contingency and allowance for a reasonable project manager
(mcludmg salar'y and recruitment charges)

.| Main ~ Quit



Forward Workload and Margin Glossary

The forward workload (or potential turnover) on a job is the remaining value to be
recovered from the present time until the job has been completed.

If a job is 40% complete then a further 60% of the job's value, the submitted bid, has
not not yet been recovered from the client, and forms the forward workload.

In this scenario 60% of the job's 'true’ remaining cost has not been incurred, and the
difference between the remaining value and cost is referred to as the forward margin.

Forward workload and margin are two of the key performance indicators upon which a

.| Main ~ Quit



Key point for progressing jobs Glossary

Progressing jobs to completion is often a complex task, and the decisions that have to be
made are often the result of the strategies adopted in other areas.

For example, if the company has an aggressive tendering policy, and secures a large
number of profitable new contracts in a particular period, this can cause problems when
it comes to adequately resourcing the new and existing jobs.

More work normally means more labour, and the company may have a significant shortfall
of its own fully-trained labour. This would then require decisions on how to overcome the
shortfall, by taking on new recruits into the company's own direct workforce, or using
subcontractors. An alternative policy may even be to deliberately delay jobs in the short-
term, but this can affect the relationship with the clients.

.| Main ~ Quit



Labour used to progress a job Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Labour used to progress a job Glossary

To progress jobs the Construction Manager must allocate labour to the site, and in doing
so there are a number of alternatives available.

The following example should demonstrate the choices, based upon a job within its planned
duration.
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developing successful managers

Planned Labour
The planned labour level for the period was estimated during
tendering in order to complete a contract on time.




%@\&) Labour used to progress a job Glossry

developing successful managers

Overmanning Limit

Overmanning limit

Based upon the job sector, and the overmanning limits shown in the
Company & Financial Information, the permitted level of effective
labour that can be allocated without any detrimental affect on performance
is as shown.

The effective labour at this point is the total labour allocated less the
ineffective labour due to the training of the company’s new recruits.

Overmanning Limits
The effective labour E % for Induztnal jobs
overmanning that iz allowed o __
above the planned labour % for Building and Commercial jobs
levels in a period is:

% for Trangport jobs
% for Energy jobs

% for Water and Sewage jobs



Labour used to progress a job Glossary

M developing successful managers

Above the overmanning limit
After taking into account the training of new recruits, any labour

above the permitted level of overmanning is classed as ineffective
labour.
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Job Progression
Its only the effective labour that contributes to progressing the job.

As a rough guide, if the effective labour is 30% of the total labour
required to complete a job, 30% of the job’s value (original bid)
should be earned from the client.

However, there are numerous other factors that can affect the
measured value recovered, including :-

* The quality of the project manager on the site
* Morale of the company’s own labour

* The level of site admin allocated

» Measurement effort across the company
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Glossary.

Build costs
Both the effective and ineffective labour contribute to the build costs.

As a rough guide, if the effective labour is 30% of the total labour
required to complete a job, 30% of the job’s total build costs will be
incurred.

The ineffective labour incurs labour costs only, which are
incorporated in the build costs.

There are numerous other factors that can affect the overall job
costs, including :-

* project manager salary

* site administration costs

« training cost for new recruits

* risk

» Head Office and QHSE effort across the company

Main - Quit |



‘%&;} Labour used to progress a job Glossary

The Demo is now complete
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Trying to complete a job early Glossary

Keep Clicking Anywhere on the screen to advance the demo
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developing successful managers

Trying to complete a job early has a number of benefits o the company, including :-

> The client may pay a bonus for early completion (see below).

> The company's own labour that was being used on the completed job can be used on
other sites, preventing the need to take on new recruits, or perhaps having to use more
costly subcontractors.

> The company's capital assets (plant, buildings etc) being used on the job can be
diverted elsewhere.

» Cashflows are improved

Job completion bonuzes & penalties |

The % of the tender walue payable as a # far Large jobz
bonus for early completion iz

% faor Medium jobs

05 |
m % faor Small jobz

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 paid by the client varies depending upon the job size.
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To complete a job early the Construction Manager needs to refer to the sector-based overmanning limits given in the Company
and Financial Information (shown below).

For example, consider a Building & Commercial job that has a planned duration of 3 periods, and that can be overmanned by
up to 35%. If the Construction Manager follows the overmanning guidelines, the completion schedule should be as follows :-

Period Planned Labour Actual Labour % overmanning Cumulative Labour

1 57 77 35 % 77
2 96 114 19 % 191
3 38

191

The job should complete a period early, securing a bonus from the client.

Key Point
Overmanning above the limits results in ineffective labour that does not contribute to the progress of the job, but incurs labour

costs.

l]v.rermannin Limits I

an Owermanning Limits

The effective labour E & for Industrial iEIh:E:

(=1a] =11] = lowed __ ” _ .
B Flarnied Mo, Wen "ed labour % for Building and Cormercial jobs
U5 A [ Actual Mo. ken : % tor T {ich
- ” . Etfective No. Men % far Tranzport jobs
m # for Energy jobs
0 4 0
Sy 8 g E % forwater and Sewage jobs
Zame Period
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Trying to complete a job early Glossary

But what happens if the Construction Manager attempts to complete the job early, but is
not able to do so ?

This may occur if a job is not overmanned enough, or ‘ineffective labour’ resulting from the
training of new recruits into the company's workforce delays the anticipated progress of the

job.

In this scenario, the job would enter its final planned period ahead of schedule, and the
Construction Manager must be very careful about setting the labour level, since the planned
level cannot be relied upon.

Main Quit



%@\‘E} Trying to complete a job early Glossary

developing successful managers

Consider the following job, which has a planned duration of 3 periods, and is in its final planned period.

The Job Details button shows :-
* The planned % complete after each period (Procurement tab).
* The actual % of work completed to date (Job Progress tab).

The job was overmanned in its first period to try and complete the job early, but this strategy was only
partially adhered to in its second period due to staffing shortfalls on other jobs. The net result is that

overall the job is ahead of schedule going into the final planned period, and is currently 95.3% complete,
as opposed to the planned % complete after 2 periods of 80%.

The Construction Manager needs to allocate less than the planned level of labour (38 men) in the job's
final period to enable the job to complete at the end of its final period. If the full 38 men are allocated,
the job will complete before the end of the period, and additional labour costs will be incurred until the
period end.

Since there is 5% of the job left to complete, the labour level required is 5% of the total labour (191), or
10 men (rounded up), well short of the planned level of 38.
Estimated Details by Period - Cumulative Analysiz

Job | Labour Total Value: JEEEIREE
Ferod | Build Ca M aririrg : ’

Total Cost: 7849037

1,748,603 | 100 Gross Profit: AR 6.1 % af costs

# complete

Total Labour Manning: | 191 man penods
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A Trying to complete a job early Sl

If the planned level of 38 men was allocated, the job would have completed very early in
the period, with the following affects (ref: External Performance Review) :-

* An increase in costs as ineffective labour was retained until the end of period.
* Inefficient use of ineffective labour that could have been used elsewhere.

im. Extern:

Compan Click on any Detailz line to see if further
Perid information iz available.

If g0, zimply click on the Further
Information button to display the
additional notes about the obzervation
made by the external consultant.

Further |nformatiarn

Sz M atuire
,éle [and productivity] of cwn labour weakened by increasing level of own labour layoffs
,ﬁrale [and productivity] of cwn labour improved by relying on the uge of own labour
/hete is a noticeable improvemert in the performance of Proj Mar 2 [Dickens, J] dus to experience to date with the compary
(There iz a noticeable improvement in the performance of Project Manager 2 [Dickenz, J] due to the 4 % bonus paid
/ There iz a noticeable detenoration in the performance of Project Manager 2 [Dickens, J] due to the job location
/ The overall performance of Project Manager 2 [Dickensz, J] iz very good
Almnzt enough Sike Cost paid. Wery little effect on the workforce productivity
The job completes in the first month of the penod. but the labour i kept until the end of the period. increazsing costs
Expertize of Project Manager 2 [Dickens, J] reduced the rigk costs incured by 5%
Increazing levels of labour layoffs increased the risk costs incurred by 17%
Use of awn labowr, rather than subcontractors, helped to reduce the risk costs incured by 52
The lewel of QHSE Dept effort has helped to reduce risk costs incured by 20%
Rigk cost of 83,284 incurred this peniod

<o B | = = | = i 0 ) i =)

0| 0| 0| 0| o (I
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The Demo is now complete
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Keep Clicking Anywhere on the screen to advance the demo
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What happens if a job overruns ? Glossry

Ideally all jobs progressed will be completed either early or on time.
However, if a job is badly managed it may well overrun, which has several affects :-

> A penalty will be incurred from the client for late completion, expressed as a % of the
tender value for each period the job overruns. This can have a severe affect on the
company's cash account, and value.

» Resources will be needed to complete the job (labour, project manager, site admin),
diverting them from elsewhere.

» It reflects badly on the industry's perception of the company, reflected in the
‘contract completion’ and ‘client satisfaction' key performance indicators used to measure

N N M) ”, al”
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What happens if a job overruns ? Glossary

Consider the following example.
Job 31, planned to be a 2-period job, has overrun into its third period.

There are currently 25 men on site, but with no planned labour as a guide, what level of
labour is required to complete the job this period ?

On-Going Jobs

Last Period Thiz Perniod

Labour On Site | Site Cost I Plarned I L abour Allocation D Labour Transfers Site Cost
Total | Own | Sub Job Status Labour Own [ Sub [From ILP| Mew | TolLP [Paid Of | Allocation
111 104 ¥ 534,000 I Faurth Period ] | 104 7 a 1] 1] 1] R34000

. 25 1] 53,000 In Third Period Owerrun 25 25 1] a 1] 1] 1] 163000

5] 1] 20,000 In Second Period 11 a g 1] a 1] 1] 1] 120000
13 1] G700 L id Period g 18 1] a 1] 1] 1] 167000
E9 1] 495,000 In Second Period 95 ! E3 1] 1] 1] 1] 1] 435000
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The Job Details button shows :-

* The planned % complete after each period (Procurement tab).
* The actual % of work completed to date (Job Progress tab).

The job is currently 87.1% complete, and has overrun.
There is 12.9% of the job left to complete, equating to 6.8 men (.129 x 53).

To ensure the job completes we'll allocate 7 men, and appropriate site cost to support
them.

If a job overruns you can allocate as much labour as is required to complete the job, and
the normal overmanning rules do not apply, since there is no planned labour as a guide.

Estimated Details by Perniod ~ Cumnulative Analyziz
Total Yalue: 1,940 555

Total Cost:

Groszs Proht:

% complete

Total Labour Manning: | A3 man pernods




N

What happens if a job overruns ?

developing successful managers

Glossary

Once the period has been completed, the job
progress report shows the penalty incurred for

late completion.

General

Performance | ........

Labour Analysis

................. Conzultants Flepnrt

Planned: “ Actual: E

: LI + Suh: LI

Effective: n

Ineffective: AR i
neffective: I training new recruits: I
Dvermanning: [

Yalue and Profit Analysis

Frint Options

Game Penod

Period B
Period 7
Perind 8

Late completion Penalty:

Build cost:

Site cost:

Rizk cost:

Labour payoffs:

Subcontract premium:

Recruitment charges:

Salary:

Training new recruits: ”
Bonus:

Relocation fee:

Golden Hello:

Prey Mar Payoff:

‘ n Perzon on site: ﬂ n

Davies, P

Measured walue: m n

Early completion bonus: ”
Total ¥alue: 25"1925]

Total Cost: |EAEE|

Period Grozs Profit: m

~ Cumulative &nalyzis

Total ¥alue: m

Total Cost: w
Gross Profit: [EERES 31 % of costs
% complete m
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The relationship with the client will also have been
affected by the late completion of the job.

In this particular example, the relationship with Railline
has deteriorated to a ‘poor’ one as a results of completing
job 31 late, and it will be hard to procure any further work
with the client.

Client: m Current R elationzhip: _
Job Progress Details

Contract
Completian
Tirne

E ztimating

Confidence Bidding details
Renowvation to ral junction  |E«tremely High| competitive bid, and the job was won an time wery good
17 2 |Congtiuct new turmbank sidin |E<tremely High|  competitive bid, but the job was lost
H 3 |Refurbizh grade Il listed train |E<tremely High| competitive bid, and the job was wan late wen good
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The Demo is now complete
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Own v. Subcontract Labour Clossary

In progressing jobs it is always far more cost-effective to use the company's own fully-
trained operatives since subcontractors :-

» Cost more than own labour
> Reliance on subcontractors can affect the morale of the company's own labour

However, if there is an overall labour shortfall that the Construction Manager needs to
address, two options are available :-

» Take-on new recruits, adding to the company's own labour
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Subcontractors
Subcontractors do not need to be trained, and are fully effective from day one.

However, they do incur an additional subcontract premium, shown in the Company and Financial Information.

In this example the premium is 1,500 per period for each Subcontractor used.

Key Point
The subcontractor premium is the same regardless on the job upon which they are used.

Subcontractors cost an estra: m per period
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New Recruits

The cost of employing a new recruit into the company’s own labour force varies depending
upon the job they are allocated to.

We'll take a closer look at the costs involves.
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New Recruits: Training Cost
A new recruit needs to be trained in their first period with the Company, and as a result there is an associated
training cost.

Using information in the Company & Financial Information the training cost per new recruit is calculated as
follows :-

» The training time is 2 weeks
» The training cost per week is 577 (training cost per annum / 52)

» The training cost is 1,154 (2 x 577)

Key Point
The training cost is the same regardless of the job upon which the new recruit is used.

[t takes: “ weekz bo train own labour

Annual fraining cozts are: m pEl PErE0N
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New Recruits: Site Cost

Even though the new recruit is being trained, and is not effective on site, site costs still need to be paid to cover
them on the job they are allocated to.

Site costs per man period vary from job to job, but tend to be cheaper in sectors that are more labour
intensive, such as the Transport Sector

In the example shown, the site cost per man period is 7,933. The cost per week is 661 (7,933/12). For the 2 weeks
training for a new recruit, the cost is 1,322.

CosztfYalue ratioz per man period |

Build Cost: m
Site Cost: m
¥alue: m
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New Recruits: Hidden Costs
As well as the training and site costs, there are also a number of hidden costs that are hard to quantify :-

* The training time could extend the planned contract time resulting in penalty charges, although this could be offset
by allocating labour levels above the planned ones.

* Eventually own labour may need to be paid off when work dries up, incurring additional labour payoff charges. The
laying off of own labour may then impact on labour relations, affecting the morale and productivity of the workforce
across the company.

Labaour Payoff Fate: m
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developing successful managers

Clearly the decision as to whether to employ new recruits or use subcontractors is
complex, and involves many factors and costs, including :-

> The time it takes to train new recruits, and cost involved.

> The site costs that need to be paid whilst people are being trained.

» The additional cost of employing subcontractors.

» The anticipated duration of a contract.

» How many periods subcontractors need to be employed for.

> The affect of using subcontractors on the morale of the company's own labour, which is
covered in another demo.

However, it is worth taking the time to determine the most cost-effective approach,
which is often job-dependant, as this can affect the profitability of a contract.

In general, in the short-term the choice can vary, but in the long-term the continued use
of subcontractors will almost certainly prove more costly than taking on and training new
staff, since the subcontract premium has to be paid every period.




Own v. Subcontract Labour Clossary

M developing successful managers

Key Point
Where there is an overall labour shortfall in the period, the decision as to whether to employ new recruits or

use subcontractors is further complicated by the limit on the number of new recruits that can be taken
on in a period, as defined in the Company and Financial Information. The limit can vary each period.

Mizcellaneous I
R etentian: m % of Tender Yalue

Mo mare than: E hew recruits can be taken on thiz pencod
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The Demo is now complete
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Keep Clicking Anywhere on the screen to advance the demo
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Labour Relations oty

In any period a Company's total labour force consists of :-

> Men in the Idle Labour Pool (Own Labour)
» Men on On-Going Jobs (Own Labour+ Subcontract Labour)

Each period the Construction Manager has to decide how best to manipulate the labour
force in order to progress the on-going jobs.

The options available include :-

For the Company's Own Labour

NS
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Labour Relations Glossary

The most cost-effective way of managing the labour force is to use the company's own
fully trained labour, rather than subcontractors.

For example, if 50 men are transferred to the idle labour pool from job A, then they are
immediately used on job B. No fraining is required, no men are laid off, and the company
does not incur any additional costs such as subcontractor premiums.

In this scenario the company would be perceived to have a good labour relations policy,
and the morale of the company's own labour would be high, ensuring greater productivity.

The least cost-effective way of managing the labour force is to be constantly hiring and
laying of f, and also relying on subcontractors.
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16 men were available in the ood labour relations in action

idle labour pool, and none
were laid off. Indeed, all 16
men were used on On-Going
jobs.

All 16 idle labour transferred to
site.

mﬂm

Idle Labour Pool

Stanx i After Decizsions

g pool; | 1E Met Transfers from On-Going Jobs: | R
0 Murmber of men left in the pool; | 0
Mumber of men available in the poal for On-Going Jobs; | 16

[

MHumber of ma

Mumber of men to Lapaff This Period:

On-Going Jobs No men were laid off from site.
Last Period This Peniod

Labour On Site | Site Cost | Flanned | Labour &llocation Dwin Labour Transfers Site Cost

Total [ Own | Sub Labour Own [ Sub [FromILP| Mew [ TolLP [Paid Off | Allocation
7 2 |IRERE a 0 B2 0 104000
110 111 | 0 40 7 0 0 F34000
32 : 33 | 0N 12 0 a 0 216000
a a NG 0 0 0 120000
1 18 0] \N\ 0 ] 0 167000
57 1 B3 | O DNNEEE a 0 495000
The Construction Manager was able to manipulate the labour force so that :-
* None of the company’s own labour was laid off
* No subcontractors were used
« All idle labour was redeployed to site No subcontractors were used.
This is an example of good labour relations, and the productivity of the
company’s own labour would be improved.
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Labour Relations Glossary

L developing successful managers

oor labour relations in action

16 men were available in the idle
labour pool. All 16 were laid off

when they could have been utilised Idle Labour Pool
on jobs.

Conzultants Bepart C and FI

D e rnod

Murmber af T be poal; | 1E Met Tranzfers from On-Gaoing Jobs: | 0
Mumber af men to Layaff This Period: 16 Murnber af men left in the pool: | 1]

Mumber of men available in the pool for On-Going Jobs: | 0

62 men were laid off from site,
when they could have been

On-Going Jobs utilised on other jobs.
Last Period Thiz Period
Labour On Site | Site Cost I Flarned I Labour Allocation Owin Labiour Transfers N\ Site Ciost

Total [ Own | Sub Job Status Labour Own [ Sub [From ILP| New [ TollLP [Paid Off | Allocation
7 In Fourth Period a7 3 13 1] 1] 0 1] B2 104000
In Third Period 11 B4 | 47 1] 0 1] 1] R34000
, i 33 21 12 1] 1] 1] 1] 216000
a8 1] a 1] 0 1] 1] 120000
EN 0 [ 12 ™ 0 0 0 167000
It First Period SR\ | B3 1] 1] 1] 435000

h 4\\i::>;

The Construction Manager did not manipulate the labour force effectively, and :-

154 subcontractors were used.

» Used 154 subcontracts when men were available in the idle pool, but were paid off
+ Laid off 62 men from site, some of whom could have been used instead of
subcontractors

This is an example of poor labour relations, and the productivity of the company’s own
labour would be adversely affected.
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The affect of the company’s construction management decisions on labour
relations is reflected in comments in the External Performance Review.

. External Performance Review

Pernod

Category Click on any Details line to see if further

information i1z available.

Period: 8

Penod 1

Financial

Period 2 Qverheads . _
Periad 2 E stimating If zo. zimply click on the Further

Periad 4 Biddin Information button to dizplay the
Period 5 m additional notez about the obzervation
Period B made by the external consultant.

Leriod 7 Further Infarmatior
Job Mo | Details \ Mature |
| 3 Morale [and productivity] of own labour weakened by increasing level of own labour layoffs Mo
Morale [and productivity] of owe labour weakened by increazing reliance on Subcontractors I
d There iz a marginal improvernent in the performance of Proj Mar 2 [Dickensz, J] due to experience to date with the company F
d There iz a noticeable improvement in the perfarmance of Project Manager 2 [Dickens, J] due to the 5 % bornus paid F
d There iz a noticeable detenioration in the performance of Project Manager 2 [Dickens. J] due to the job location M
d The overall perfformance of Project Manager 2 [Dickens, J] iz very good F
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As we have seen, the morale (and productivity) of the company's own labour can be
influenced by :-

» The % of the company's own labour that is laid of f
» The % of subcontractors used

If the company's own labour is more productive, jobs will be progressed quicker, with
reduced costs. Conversely, a more unproductive workforce will delay the progress of jobs,
and result in higher costs.
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The Demo is now complete
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Different levels of Site Administration Slossiy

Keep Clicking Anywhere on the screen to advance the demo
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Different levels of Site Administration Slossiy

Allocating enough money for Site Administration is crucial to keep a job progressing as
productively as possible.

The alternatives, both of which are can adversely affect a job, are two-fold :-

» Paying far too much site cost. This may improve site productivity, and a job may be
slightly ahead of schedule. However, the benefits are far outweighed by the increased
costs, and can seriously affect profit

> Not paying enough site cost. This reduces site productivity, puts a job behind schedule,
and results in inefficient use of the labour resources available
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Different levels of Site Administration Glossary
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Its period 7, and the Construction Manager made the labour allocations shown below for the
company's two on-going jobs.

We'll concentrate on job 30, which is in its final planned period

The required level of site cost to support the 215 men on site is 978,000. This was
allocated.

The job progress details for the period reveal that :-
> A healthy gross profit of 420,240 was made
> The job completed on schedule

There appear to be no problems with the job.

~ Cumnulative Analyziz

Total ¥alue: m
Total Cost: m
Groszs Profit: w 3.9 % of costs
On-Going Jobs Sl it m
Last Penod Thiz Penod

Labaour On Site Site Cost Flanned Labaur Allacation Owar Labaur Tranzfers Site Cost

Job [Total [Own | Sub | Paid Job Status Labour [ Tatal [Own [ Sub [From ILP TolLP [Paid Off | Allocation

I3 30 19 13 0 890000 InSecand Period =R 215 | 0 | 13 | O | 0 | 0O | g7ooo0
= 0 0 0 In First Period SeMNTIFS 07 | 0 | 21 | 8 | 0 | 0 | 465000
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This time, the actual site cost allocation was 1,173,600, 20% above the required level.
The affects this time were :-
> on the positive side, the job still completed on schedule.

» On the negative side, and more worryingly, gross profit was down from 420,240 to
243,995 as a direct result of the increased site costs

This situation would become much worse as the % of additional site cost increased, showing
that the cost far outweighs the benefits.

~ Curnulative Analysiz

Total ¥alue: m

Total Cost: |FTEETEN]
Grosz Profit: ‘m 2.2 % of costs
¥ complete m

On-Going Jobs

Lazt Period Thiz Period
Labowur On Site | Site Cost Flarned Labour Allocation D Labour Transfers
Job | Tatal m Faid Job Statuz Labaur Taotal | Own | Sub Ta lLF | Paid OFf "'"'
ﬂ 30 136 19 0 BA0,000 In Second Penod 230 215 ““““ 11
- a8 a 1] 1] I First Period 33 107 “ BE ““ A5
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Different levels of Site Administration Glossary
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This time, no site cost is allocated in an attempt to save money.
The affects this time are all negative :-
> At 91.2% complete, the job has not completed on time

» Gross profit is down from 420,240 to only 140,065, and further analysis would show that
a minimum level of site cost was incurred o keep the site operational

> The site productivity is much lower than it should have been, and labour resources have
been wasted

This situation is as serious as wasting money on paying too much site cost.

~ Cumulative Analysis

Total ¥alue: .m

Total Cost: m
Gross Profit: m 1.4 % of costs
% complete m

On-Going Jobs

Laszt Period Thiz Perniod
Labaur On Site Site Cost Flarnined Labaour &llacation O Labour Transfers Site Cost

Job [Total [ Own [ Sub | Faid Job Status Labour [ Total [ Own [ Sub [From ILP TolLP [Paid Off | Allocation

I 20 19% 19 0 890000 InSecond Period EE| 25 0 19 | 0 | 0 | 0 | 0 |
B2 o o0 o I First Period KRR 107 | 0 | 21 | 86 | 0 | 0 | 465000
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The Demo is now complete
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Job Costs

The total cost accrued on a job in a particular period can include :-

> Design fees

» Build costs

> Site staff costs

» Risk costs if the risk has occurred
> Penalty for late completion

» Training of new recruits

> Labour payoffs

> Subcontractor premiums

> Agency project manager costs

.| Main ~ Quit
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The labour costs relate to costs incurred on or off site. Each one is shown in the
company and financial information

On-site costs On/Off site costs

Subcontract premium Labour payoff rate
Subcontractors are 100% productive as soon as they

This is the cost per person of
laying of f the Company's own

tak by the Constructi d i i
are taken on y e construction Manager', an r'eqUIr'e Iabour' fr'om el‘l'hel" -

no training. However, using them incurs an additional

cost above the normal labour cost. - The Tdle Labour Pool

* An On-Going Job

Subcaontractars cost an extra;

Labour Payoff B ate:

|dle labour costs: m pEr annLm

[t takes: “ weeks o brain own

Annual fraining costz are: m pEr PEIZON

On-site costs Off-site costs

Annual cost of idle labour

This is the cost of keeping someone idle for a
year, and takes into account the redeployment
of the person in other areas.

Training costs
A new recruit needs to be frained in their first period

with the Company, and as a result there is an associated
training time and cost.




© Penalty for Late Completion of a Job oz

If the duration of a job exceeds its planned duration, the company is charged a penalty
for each late period.

The penalty is a percentage of the total planned value (bid entered) for the job; details
are given in the company and financial information.

Fenalty clause for late completion iz “ % of Tender alue per period

As well as the monetary cost of completing a job late, there is a serious affect on the
relationship with the client, which is reflected in the overall client satisfaction

.| Main ~ Quit



Retention

Retention is a percentage of the measured value (furnover) achieved on a job in a period
that is retained by the client, until the job is completed.

It is repaid in Two equal instalments, in the period when the job is completed and two
periods later.

Details of the percentage retained are shown in the company and financial information.

Retention: m Z af Tender Value

.| Main ~ Quit



Percentage of a job completed Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Glossary.

Percentage of a job completed

A job was awarded with the following bidding deftails.

The bid itself Coszst/¥alue ratioz per man penod

Build Cost: |JEIGEE
Breakdown Site Cost: |JFETT
= =

| 10,349,447

Estimated Build Cost
On Cost

Mark-Up: - LA 57 747
: 49 447 WAL R T |

Bid

The job was won with a bid of 10,349,447
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A Percentage of a job completed

Glossary

The job has just completed its 2nd period, and has two periods left to complete on time.

The Job Progress screen shows that after 2 periods of the job the total value to date is 7,825,452.
This equates to 75.6% of the bid i.e.,

(7,825,452 /10,349,447) * 100

However, the % complete shown is 75.2%, so why is there a difference ?

The % complete is derived from the Actual amount of the job completed to date.

However, the company’s measurement effort has secured an extra 0.4% of value over the 2 periods, which is
incorporated in the total value.

~ Cumulative Snalyzis

Total Value: |EEEFEA

Total Cost: m
Gross Proht: m 8.5 % of costs
% complete m

Main - Quit |



Percentage of a job completed Glossary

The Demo is now complete

Main Quit



Percentage of a job completed Glossary
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Measured Value (Turnover) Glossary

M developing successful managers

For each job awarded to the company, there is a planned value per man period based upon :-

Bid (planned value) submitted by the company / Planned labour manning (humber of man-
periods, to complete the job in the planned duration)

Each period, three values are calculated for a job :-

> Expected value is the labour on site that contributes to progressing the job (effective
labour) multiplied by the planned value per man period

> Actual value is the expected value adjusted fo take into account a number of factors
that affect productivity on the job :-

.| Main ~ Quit



MBonus for Early Completion of a Job Glossary

ssful m;

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 depending upon the size of the job, and is expressed as a percentage of
the tender value (bid entered) for the job; details are given in the company and financial
information.

The % of the tender value papable az a % far Large jobz

borwsz for early cormpletion is: __ -
m % for Mediurm jobs

m # far Small jobs

.| Main ~ Quit



NV CFI - Financial

developing successful managers

. Company and Financial Information x|

Financial Overheads | Procurement | Conztruction |

Penod: 8

Capital Base |
Capital Baze increaze limited to; m % each period Capital Baze Depreciation rate; m # per annum

Capital Baze that can be zold off/liquidated: E % thiz period Capital %riting Down allowance:; E Z per annum

Investments |

M aximum Increase in Minimum total

Investment investment allowed investment require

d Minimum _build cost

Company Size each period to_obtain benefits savings

EE 500 | {300,000 | K
Medun ST | 200000 | 0c [
03 [

sl 100,000 |

The total number of investments cannaot excesd: ﬂ at ary point in time

Financial Bates | Mizcellaneous

Bank Credit rate: “ % per annum Cagh AL Overdraft Lirnit; w

Bank Overdraft rate; l[. # per annum Euternal Performance Reviews cost; m each period

Corporation T ax rate; E &




N/ CFI - Overheads Slussty

developing successful managers

ii. Company and Financial Information x|

Financal | Procurement | Construction |

Pernod: 8

Marketing E stimating Head Office QHSE M easurement
Department Department Department Department Department

Company costs [per person]

A nnual zalary:
Recruitrent and training [% of annual zalan);

Faying off [% of annual zalary):

General
b astimumn additional staff that can be employed each period:

Agency staff cozt [per annum):

Mizcellaneous

The abzalute change in % b arketing effart directed into each sector cannot excesd: m each period

.| Main ~ Quit




N CFI - Procurement it
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. Company and Financial Information x|

Financial | Overheads | Construction |

Penod: 8

Rival Bids | Workload and Number OF Jobs |

I the E arly Years, rival % for Large jobs Forward Waorkload may be maore thar: “ times the Capital Baze
companies are unlikely to - .
submit terders with “ % for Medium jobs but cannat excesd .I. tirmes

mark-upz lezs than; , ,
: B : for Small jobs I & company's projected fonward workload
fallz bebween the lawer and upper thresholds,

then the company's bid will be rejected unless m
Costs | the: relationship with the clent i at least:

The cost of Bidding iz m for a Large job Ih a pericd, the number of On-Gaing Jobs at
- the beqginning of the period, pluz the number .
m for a Medium job won during bidding, cannaot exceed: m jobs

m for a Small job

Job Rizk Definition | Conszultants

f zomething going wiong; Allocating the best possible designer to
a design and build job can rezult in a
reduction of the build cozts by up to;




NV CFEI - Construction clossaty

developing successful managers

ini. Company and Financial Information |

Financial | Overheads | Procurement |

Period: 8

Project Managers Overmanning Limits

Costs [*% of annual salary] Dyermanning L imits
Recruiting costs: ﬂ 4 The effective labour % for Induztrial jobz

: overmanning that iz allowed o o
Faving off costs: ﬂ 4 above the planned labour % for Building and Commercial jpbz

: levels in a peniod is: :
Relocating costs: ﬂ 4 % for Tranzport jobs

> :
Agency staff for Energy jobs

Annual cogt: m & far YWater and Sewage jobs

Mizcellaneous I Job Completion Bonuses & Penalties |

Retention: m % of Tender Y alue The % of the tender value pavable az a m % for Large jobs

borwz for early completion iz
Mo more that: m new recruits can be taken an thiz period m & for Medium jobs

Subcontractorz cost an extra; m per period m % for Small jobz

Labour Papoff B ate: m Fenalty clauze for late completion iz “ % of Tender Yalue per period

|dle labour costs: m QEI annum

It takes: n weeks ba train own labour

Annual training costs are; m pEl pEfE0n




Project Manager Information Giossary

Keep Clicking Anywhere on the screen to advance the demo
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Project Manager Information Glossary

L developing successful managers

A unique number that identifies a project
manager, ranging from 1 onwards.

Personal and professional qualifications.

. Project Manager Details

Mo

M ame: |Tennant, C The annual salary includes wages,
company car, expenses etc.
Age: I_“E pany p

Hualiicatians: {5 ¢ Building Technology. MIOB A guide to the cash incentive that
may be required to secure the

Salany: |52?3|] PEr SFFLm
A services of the project manager.

Cash incentive required to secure services: |Hune

Profile: |0 graduation, spent 4 years as an estimator on all types of building works,
followed by 11 years as site engineer on some large commercial building
projectz. Since then, has been the area manager for a well-known housing
contractor.

A real achiever, very self-motivated, and prepared to travel if the right
opportunites present themszelves. Had a string of personal relationzhips, but
never marmed. A keen hitness fanatic.

Work and personal details to help identify
suitability for a particular type of work.
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Project Manager Information Giossary

Weighting (never seen)
A factor between 1 and 10 that measures performance in each market sector.
This is adjusted further by a number of other factors (time with the company, bonus payments, taking

over from another, job distance from the company's head office) to determine overall performance on
a particular job in a period.

Recruitment, Payoff and Relocation charges
Project managers can be :-

Recruiting costs:
> Recruited into the company _r ’ "_‘]_ 15
> Paid off from the company Faying off costs:
> Moved from JOb to JOb within the company Relocating costs: ﬂ

Coztz [% of annual zalar

Each action attracts a cost expressed as a % of annual salary; details are given in the company and
financial information.
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Project Manager Information Giossary

The Demo is now complete
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Project Manager's Performance - 1 Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Project Manager's Performance - 1 Glossary

Project managers are concerned with the overall planning and co-ordination of a project
from inception to completion aimed at meeting the client's requirements and ensuring
completion on time, within cost and to the required quality standards.

But how do we know the affect a project manager has had on the performance of the
company's jobs ?
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Project Manager's Performance - 1 Glossary
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The Project Manager History indicates how well the project manager has managed the
company's jobs, and shows :-

» The basic performance; based on the project manager's profile

> The overall performance, taking into account a number of performance factors

Project Manager: IEl [FEo s i

Factors Improving Factors Deteriorating
Performance Performance

Ve e Diztance of the JeldrT
C the Bonus payments in job from Head oY er f;_l“m |Heas_n:nr'| fu_:ur
| B asic ompany the period Office another Overall Ieax-jmg, if
Per |Job |Sectar Perfarmance |Irmprovernent| % Bonus Improvemnent| [miles) |Deterioration |D eterioration Performanice| applicable
4 | 3 [Trangport Contracts wery gqood FOME B hoticeable | 115 | noticeable hohe emcelent
5 | 3 |Transport Contracts wery good | marginal 3 marginal 115 |noticeabls hone wery good
E | 3 [Tranzport Contracts wer good | marginal 3 marginal 115 | noticeable none excelent
¥ | 3 [ Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe excellent
3 | 49 | Tranzport Contracts wery good | noticeable 3 marginal 144 | noticeable none excelent
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Project Manager's Performance - 1 Glossary
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F Freshwater has managed jobs 3 and 49 since
period 4, both Transport contracts, and has a very
good basic and a generally excellent overall
performance level each period.

Project Manager: IEl [FEo s i

Factors Improving Factors Deteriorating
Performance Performance

Ve e Diztance of the JeldrT
C the Bonus payments in job from Head oY er f;_l“m |Heas_n:nr'| fu_:ur
| B asic ompany the period Office another Overall Ieax-jmg, if
Per |Job |Sectar Perfarmance |Irmprovernent| % Bonus Improvemnent| [miles) |Deterioration |D eterioration Performanice| applicable
4 | 3 [Trangport Contracts wery gqood FOME B hoticeable | 115 | noticeable hohe emcelent
5 | 3 |Transport Contracts wery good | marginal 3 marginal 115 |noticeabls hone wery good
E | 3 [Tranzport Contracts wer good | marginal 3 marginal 115 | noticeable none excelent
¥ | 3 [ Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe excellent
3 | 49 | Tranzport Contracts wery good | noticeable 3 marginal 144 | noticeable none excelent
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Project Manager's Performance - 1 Glossary
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We'll take a look at the factors that have contributed to Freshwater's excellent overall
performance level.

Project Manager: IEl [FEo s i

Factors Improving Factors Deteriorating
Performance Performance

Ve e Diztance of the JeldrT
C the Bonus payments in job from Head oY er f;_l“m |Heas_n:nr'| fu_:ur
| B asic ompany the period Office another Overall Ieax-jmg, if
Per |Job |Sectar Perfarmance |Irmprovernent| % Bonus Improvemnent| [miles) |Deterioration |D eterioration Performanice| applicable
4 | 3 [Trangport Contracts wery gqood FOME B hoticeable | 115 | noticeable hohe emcelent
5 | 3 |Transport Contracts wery good | marginal 3 marginal 115 |noticeabls hone wery good
E | 3 [Tranzport Contracts wer good | marginal 3 marginal 115 | noticeable none excelent
¥ | 3 [ Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe excellent
3 | 49 | Tranzport Contracts wery good | noticeable 3 marginal 144 | noticeable none excelent
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Project Manager: IEl [FEo s i

Factors Improving Factors Deteriorating
Performance Performance

Ve e Diztance of the JeldrT
C the Bonus payments in job from Head oY er f;_l“m |Heas_n:nr'| fu_:ur
| B asic ompany the period Office another Overall Ieax-jmg, if
Per |Job |Sectar Perfarmance |Irmprovernent| % Bonus Improvemnent| [miles) |Deterioration |D eterioration Performanice| applicable
4 | 3 [Trangport Contracts wery gqood FOME B hoticeable | 115 | noticeable hohe emcelent
5 | 3 |Transport Contracts wery good | marginal 3 marginal 115 |noticeabls hone wery good
E | 3 [Tranzport Contracts wer good | marginal 3 marginal 115 | noticeable none excelent
¥ | 3 [ Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe excellent
3 | 49 | Tranzport Contracts wery good | noticeable 3 marginal 144 | noticeable none excelent
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Spent 4 years as a graduate engineer working for the Highways Agency.
followed by 6 years as zite engineer for a major UK contractor on a motorway
extenszion scheme. Moved into site management for the same company, and

hasz worked on numerous further roadwork schemes

Pays a lot of attention to detail, and as a result can be over-critical at times.
However, iz very well-respected and an excellent team player. Currently
zingle, and iz a member of an amateur band. '

Profile

Dickens basic performance is very good because of an excellent
track record in the Transport sector.

A good project manager, one with the relevant experience for a
particular job, will produce more output from the resources
available, while a poor project manager will impair contract
efficiency.

Factors Improving Factorz Detenorating
Performance Performance

Project Manager: BN [Fro m s

Time with st Fih Taking
the Bonuz payments in _|3hafnc:e ﬂ dE over from Reazon for
IW Company the period e H]I‘IF ea another Owerall | leaving, if
ice .

Per |Job |Sectar Performance Improvement| % Bonus |Imprnvement| [rrile=] |Deterin:uratil:un D eteriaration | PErformance applicable
4 | 3 [Tranzport Contracts weqy qoad HonE G noticeable | 115 | noticeable hone excelent
5 | 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe wery good
B | 3 |Transport Contracts very good | marginal 3 marginal 115 |noticeabls hone excellent
7| 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe emcelent
3 | 49 | Transport Contracts wery good | noticeable 3 marginal 144 | noticeabls hone excellent
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Time with the Company
The longer a project manager works for the Company, the better the performance, as
they gain experience and knowledge and how the company operates.

We can see that Freshwater has been with the Company 5 periods, and over that
time there has been an improvement in performance due to experience gained.

Project Manager: BN [Fro m s

actorz Improving Factorz Detenorating
Performance Performance

Time with st Fih Taking
the Bonuz payments in _|3hafnc:e ﬂ dE over from [Feason for
IW Company the period e H]I‘IF ea another Owerall | leaving, if
ice .

Per |Job |Sectar Performance Improvement| % Bonus |Imprnvement| [rrile=] |Deterin:uratil:un D eteriaration | PErformance applicable
4 | 3 [Tranzport Contracts weqy qoad HonE G noticeable | 115 | noticeable hone excelent
5 | 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe wery good
B | 3 |Transport Contracts very good | marginal 3 marginal 115 |noticeabls hone excellent
7| 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe emcelent
3 | 49 | Transport Contracts wery good | noticeable 3 marginal 144 | noticeabls hone excellent
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Bonus
The performance of the project manager can be improved for the current period only by paying a bonus, which is a % of the
salary for the period.

A 3% bonus has been paid to Dickens most periods, and this has marginally improved performance.
Other reasons for paying a bonus ?
Paying a bonus to good project managers will prevent them from resigning. Its the average bonus over all the periods a

Project Manager has been on a particular job that governs resignations due to disaffection, so its possible to pay a large
bonus in one period, and none in another period.

Project Manager: BN [Fro m s

Factors Improving Factorz Detenorating
Performance Performance
Time with - Taking
the Bonuz payments in [Z_llsljafnc:e ﬂf tl::le over from Reazon for
IW Company the period e H]I‘IF ea another Owerall | leaving, if
ice .

Per |Job |Sectar Performance Improvement| % Bonus |Imprnvement| [rrile=] |Deterin:uratil:un D eteriaration | PErformance applicable
4 | 3 [Tranzport Contracts weqy qoad HonE G noticeable | 115 | noticeable hone excelent
5 | 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe wery good
B | 3 |Transport Contracts very good | marginal 3 marginal 115 |noticeabls hone excellent
7| 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe emcelent
3 | 49 | Transport Contracts wery good | noticeable 3 marginal 144 | noticeabls hone excellent
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Good project managers that are not consistently given a reasonable bonus may not only
resign because they do not feel they are being adequately rewarded, but they may be
poached by another company, regardless of any bonuses paid.

Project Manager: E

Factors Improving Factorz Detenorating
Performance Performance

Time with Taking

—| Dist f th
the Bonus payments in il;shaf:]:rﬁ I?Ieade over from
Company the period Office S Oweral

Per |Job S ectar : arce ] ; z z Perfarmanc

veygood | marginal | 3 | marginal | 115
verygood | marginal | 3 | marginal | 115
verpgood | noticeable | 3 | marginal | 144 |
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Project Manager's Performance - 2 Gizzzaty
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Distance from the Company’s Head Office
The distance of the job from the company’s head office can also affect the performance of the project manager, especially
those without the necessary experience..

Job 6, for example, was 115 miles from the company’s head office, a fair distance, and this ‘noticeably’ deteriorated
performance.

Project Manager: BN [Fro m s

Factors Improving
Performance

Time with st Fih Taking
the Bonuz payments in _|3hafnc:e ﬂ dE over from Reazon for
IW Company the period e H]I‘IF ea another Owerall | leaving, if
ice .

Per |Job |Sectar Performance Improvement| % Bonus |Imprnvement| [rrile=] |Deterin:uratil:un D eteriaration | PErformance applicable
4 | 3 [Tranzport Contracts weqy qoad HonE G noticeable | 115 | noticeable hone excelent
5 | 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe wery good
B | 3 |Transport Contracts very good | marginal 3 marginal 115 |noticeabls hone excellent
7| 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe emcelent
3 | 49 | Transport Contracts wery good | noticeable 3 marginal 144 | noticeabls hone excellent

Main Quit
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B9 ge veloping successful managers

Taking over from another project manager
Taking over from another project manager can impair performance. The previous project manager will have worked differently,
and there will be a period of adjustment. Better project managers are not affected so much.

Since Freshwater has managed jobs 3 and 49 since they began, there has been no deterioration in performance due to
taking over from another manager.

Project Manager: BN [Fro m s

Factors Improving Factorz Deternoral
Performance Performance

Time with st Fih Taking
the Bonuz payments in _|3hafnc:e ﬂ dE over from Reazon for
IW Company the period e H]I‘IF ea another Owerall | leaving, if
ice .

Per |Job |Sectar Performance Improvement| % Bonus |Imprnvement| [rrile=] |Deterin:uratil:un D eteriaration | PErformance applicable
4 | 3 [Tranzport Contracts weqy qoad HonE G noticeable | 115 | noticeable hone excelent
5 | 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe wery good
B | 3 |Transport Contracts very good | marginal 3 marginal 115 |noticeabls hone excellent
7| 3 [Trangport Contracts wery good | marginal 3 marginal 115 | noticeable hohe emcelent
3 | 49 | Transport Contracts wery good | noticeable 3 marginal 144 | noticeabls hone excellent

Main Quit
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To summarise, the main factor that affects a project manager's performance is the Past
experience in the job sector.

There are additional factors that can improve performance :-
> Time spent with the Company
> Bonus payments

and others that can deteriorate performance :-

> Distance of the job from the company’'s head office
» Taking over from another project manager

Although these can be graded from "None" to "Dramatic” for affect, none of them has
anything like the impact as the past experience.

The experience/performance of the project manager can be gauged from :-

> Their profile
» Their career history with the company




m/ Project Manager's Performance - 2 Giossary

Project Manager: E

Factors Improving Factorz Detenorating
Performance Performance

Time with Taking

the Bonus payments in Distance of the | o from
Company ‘ the period iob f:]“f';}c'lead another

5 I

R ChT |'| [aluls I ~PA |'| | = mAre I (als] | i I | = [ lnlals]

The Demo is now complete

Main Quit
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Project Manager: E

Factors Improving Factorz Detenorating
Performance Performance

Time with Taking

—| Dist f th .
the Bonuz payments in i.;shaf:]:rﬁ ﬂ eadﬂ over from ot for
Company the period Difice another Overall aving, if

Performance] apRlicable

very good | 115 |noticeable | nane

verpgood | marginal | 3 | marginal | 115 |r > | nane

- onr: verpgood | marginal | 3 | marginal | 115 |r | none | excellent

E Tranzport Contracts very good | noliceable “ noticeable none micellent

Main Quit




Consultant Details Glossary

Number
A unique number that identifies the consultant, ranging from 1 onwards.

Experience
Company profile which highlights the sectors of expertise of the consultant.

The choice of consultant can impact on both the build and design costs.
Consultants with the appropriate expertise for a particular design and build job will

produce designs that save on the build cost, but they charge more for the design.
The - saving in build cost that can be obtained by usmg 'rhe best possnble consultant is

rEn:il.il::tll:lr'l of the build costz by up bo:

.| Main ~ Quit



Idle Staff

Idle Labour Pool
Contains the company's own fully-trained workers who are not currently allocated to a job.

Labour can reside in the pool for a number of reasons :-

» They may have been deliberately transferred there by the construction manager, and not
reallocated to site

» Own labour is automatically transferred to the pool upon completion of a job

It is always more cost-effective to keep the idle labour pool as low as possible, using the
company's own fully-trained staff on contracts that are in progress.

.| Main ~ Quit



Forming Relationships with Clients Clossary

Keep Clicking Anywhere on the screen to advance the demo
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Forming Relationships with Clients Clossary

Each period a number of jobs are available in the market. The company’s marketing
effort will determine how many of the jobs the company prequalify for.

Each job has a client, in either the public or private sector, for whom the work is to
be carried out

Main Quit



AN Forming Relationships with Clients Slosy

Consider the following job for which the company has prequalified.

General Details

Type: m Duration: ﬂ pernods

Sector: E Tranzport Contracts Descrphion: | Y TENE R

Size: ]! L=Large. M=Medium, 5=5mall Location: mw_ E miles from Head Office

Complexity: ]! H=High. M=Medium. | =l ow ML Sk stional Transport {

The client is National Transport.

As the company tenders for and secures work with the client a relationship is built up between the two parties, which can
analysed using the client history button.

The company can influence this relationship in a number of ways :-

positively by :-
* Submitting a good tender
» Completing the job on time

negatively by :-
* Submitting an uncompetitive (poor) bid for a job
» Managing the job poorly, and completing late

The Client History button gives a detailed analysis of the factors affecting the company’s relationship with the client.




AN Forming Relationships with Clients closear

In this example, the company appears to have a good relationship with National Transport based upon :-
* Producing good estimates for jobs 2,29 and 37 (Extremely high estimating confidence)

» Competitive bidding for jobs 29 and 37

» Completing job 29 on time, and managing it well (good designer, project manager and site support)

But how can the assumed ‘good relationship’ be verified ?

Client: M ational Tranzport

| Juh Progress Detalls

Admin
E-Idl:llrll:l |:||-r:||| allocated

Main - Quit |
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The client relationships button (from the main menu) details in words the
type of relationship the company has with all clients.

Clearly, the relationship with the National Transport is currently fairly good.

Chent List

Easzt Midlands County Council
Electragen

English Waterways

Fenlands County Council
Keguorth Airport

London City Council

London Water Services Ltd
Maddiszon Bank Ltd

satisfactory
Mo relationshi
Mo relationshi
satisfactory
satisfactory
fairly good

Mo relationsh
satisfactory
Mo relationshi/
Mational Trans
Mew Forest County Council satisfactory

Mo relationship

Morth—UWest County Council

Main - Quit |



Forming Relationships with Clients Giossary

Operating
Frafit b
Turru_| =)

a0 100 N

122 109 :E::E:
= —m
E

But why is the relationship with the client so important ?

> If two companies submit very similar bids for a job company with the best relationship with the client is awarded the

contract

» The company’s relationships with ALL clients forms one of the key performance indicators upon which the progress of
the company is measured

» The company may not be able to prequalify for work with a client if the relationship has deteriorated

Main - Quit |
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The Demo is now complete

Main Quit
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Performance Indicator Definitions Giossary

Turnover

: Contract Completion Rate
Value accrued across all jobs progressed.

A measure of the number of jobs

completed early, on time or late.
Gross Profit to Turnover ratio

The ratio of gross profit to turnover across Forward Workload
all jobs progressed; a measure of how o
profitable the company's jobs have been.

The anticipated remaining workload
(turnover/value) on jobs still in progress.

Operating Profit to Turnover ratio
The ratio of operating profit to turnover; a

1aV2Xa D N 2 AN IO ”.

Future Margin
The anticipated profit remaining

.| Main ~ Quit
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e, — Calculating Performance Indicators Giossary

S v
8O- developing successful managers

The weighting for each indicator at the end of a period is based on a comparison with the
position at the end of the History year, and there are two types of comparison :-

Trend comparison
Smoothes the calculations over the time the company has been operating.

Applies to Turnover, 6ross Profit o Turnover ratio, Operating Profit to Turnover ratio,
Capital Employed, Contract Completion Rate and Client Satisfaction.

Snhapshot comparison
Compares the current indicator to the position at the end of the History.

Applies fo Company Value, Forward Workload, Forward Margin and Share Price.

Click on the hotspots below for more information about how each indicator is calculated at
the end of period 8.

Capital Contract F- nward ora Cliesrk

Tn:uta LITFIOYE to Turmove '|'_ -,:,.,I,.:_ 1 " Er|||:||u|u-|:| |Ilr|||:l||-'hllr| Hrl load viarg _._ S atizfaction
- |

“|
2 —|

Main Quit



Calculating PI's - Turnover Glossary

Keep Clicking Anywhere on the screen to advance the demo
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Calculating PI's - Turnover Glossary

M developing successful managers

The Company is now in period 9, but how was the Turnover
indicator value of 137 calculated at the end of period 8 ?

Company: 1

Period: 9 3 -
[arozz Profit Erere_u I pany Capital Contract Faonward Fonsard Client
Per Turhowver |0 Turnover Walue Employed | Completion | *workload k argin Share Price | 2 atisfaction
4 | 1000 B0 B0 // /4{ 150 180 150 B0 100 100 100
5 | 1350 94 1 IP/ 1385 152 224 160 73 130 108 108
E | 1542 109 /;,( 22 155 ZEE 160 103 1592 122 118
7| 1627 131 // 107 227 155 293 180 g9 179 120 141
g | 1708 1377 105 202 155 34 130 111 215 123 156

Main Quit
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8O- developing successtul managers

By examining the Financial Report we first determine the turnover (measured value) for
the History Year (periods 1-4).

The Historical turnover is 9,147,819, and serves as the benchmark for any changes in
turnover in future periods.

The turnover indicator weighting of 60 at the end of the History is the Performance
indicator benchmark.

eratonal Performance of the Company T —
Jobh Performance History Year

Weasured Valu 0.147.219 ¢ The turnover (measured value) was :-
vigasured value: ¥ 140519 f

Eatly Completion Bonns: Period 1:
Eetention Repaid: Period 2:

{less) Fetention Held: 218 Period 3:
Monies Received: 9,010,601 Period 4:
(less) Costa: B 824 042

Gross Profit: | 186,559 (2.1 % of costs) gl gt

Main - Quit |



Calculating PI's - Turnover Glossary

developing successful managers

We now need to determine what has happened to turnover up to the end of period 8.

The cumulative turnover (measured value) for all 8 periods the company has been
operating totals 41,911,339.

To compare fairly this with the Historical benchmark of 9,147,819, which is based upon
one year, we need to work out the average per year, which is 20,955,670 (41,911,339 / 2).

The yearly average by the end of period 8 was 2.29 times the value at the end of the
History.

This improvement is reflected in a rise in the turnover performance indicator from 60,
the initial weighting, o 137 (60 x 2.29).




Calculating PI's - Turnover Glossary

The Demo is now complete

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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Calculating PI's - Gross Profit to Turnover ratio

M developing successful managers

Company: 1
Period: 9

Gross Profit

O perating
Frofit to

The Company is now in period 9, but how was the Gross Profit to
Turnover indicator value of 105 calculated at the end of period 8 ?

Capital

Contract

Forward

Forward

Clignt

Per Turhowver |0 Turnover Turhioy Employed | Completion | *workload Marain [ Share Price | 2 atizfaction
4 | 1000 1] 1] 47 150 180 150 g0 100 100 100
5 | 1350 94 103 y 152 224 160 73 130 108 108
B | 1542 104 105 il 155 2BE 160 103 192 122 118
7| 1627 13 107 A~ 227 155 298 180 89 179 120 141
8 | 1708 137 105 202 155 314 1490 111 215 123 156
Main

Glossary.

Quit



& Calculating PI's - Gross Profit to Turnover ratio ===

By examining the Financial Report we first determine the tfurnover (measured value) and
gross profit values for the History Year (periods 1-4).

> The Historical turnover was 9,147,819
» The Historical gross profit 186,559

The historical gross profit to turnover ratio was .0204 (186,559 / 9,147,819) and serves
as the benchmark for any changes in the ratio in future periods.

The gross profit/turnover indicator weighting of 60 at the end of the History is the
Performance indicator benchmark.

Operational Performance of the Company History Year

Job Performance The values were :-
Mleasured Value: 9,147 219 (Turnover)
Early Completion Bonus: o
Eetention Repaid: o

Turnover Gross Profit

Period 1:
Period 2:

iless) Fetention Held: 37218
Monies Received: 2,010,601 Period 3:
ilegs) Closts: & 224,04 Period 4:

Gross Profit: 186,559 (2.1 %5 of cosfs)

9,147,819 186,559

Main - Quit |



Calculating PI's - Gross Profit to Turnover ratio =

developing successful managers

We now need to determine what has happened to the ratio up to the end of period 8.
For all 8 periods the company has been operating the values were :-

> Turnover (measured value) of 41,911,339
> Gross Profit of 1,500,479

The gross profit to turnover ratio was 0.0358.

The ratio at the end of period 8 was 1.75 (0.0358 / 0.0204) times the value at the end of
the History.

This improvement is reflected in a rise in the gross profit to turnover performance
indicator from 60, the initial weighting, to 105 (60 x 1.75).




“ Calculating PI's - Gross Profit fo Turnover ratio ==

The Demo is now complete

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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M developing successful managers

Company: 1
Period: 9

O perating

Y . ' . . .
. Calculating PT's - Operating Profit to Turnover ratio =

The Company is now in period 9, but how was the Operating Profit to
Turnover indicator value of 202 calculated at the end of period 8 ?

[arozz Profit Frafit o Comp Contract Faonward Fonsard Client
Per Turnowver |10 Tumaver | 1 coe Y ployed | Completion | “Workload Marain [ Share Price | 2 atizfaction
4 | 1000 &0 &0 40 yanyd 180 150 &0 100 100 100
5 | 1350 94 103 138 Yy 224 160 73 130 108 103
E | 1542 103 105 212/ 155 2Bk 1E0 103 152 122 118
7| 1627 131 107 227 L1 1%& 298 180 89 179 120 141
g | 1708 137 105 2027 155 314 130 111 215 123 156
Main Quit



%, Calculating PT's - Operating Profit to Turnover ratio ==

8O- developing successtul mana;

By examining the Financial Report we first determine the tfurnover (measured value) and
operating profit values for the History Year (periods 1-4).

> The Historical turnover was 9,147,819
» The Historical gross profit -33,256

The historical operating profit to turnover ratio was -0.0036 (-33,256 / 9,147,819) and
serves as the benchmark for any changes in the ratio in future periods.

The operating profit/turnover indicator weighting of 40 at the end of the History is the
performance indicator benchmark.

History Year
The values were :-

Operating Profit i Turnover Operating Profit

(less) Crrerheads 112220 ¢1.3 % of costs)

rast, Period 1: -18,580
{less) Corporation Ta: il Alic o rafe) Period 2: —41,444
{ Credit Interest: a2 from Cash AL Period 3: -25,638
(lesg) Crrerdraft Interest: 1 (3 3% pa B Period 4:
Operating Profii:

9,147,819




Calculating PT's ~ Operating Profit fo Turnover ratio =

developing successful managers

We now need to determine what has happened to the ratio up to the end of period 8.
For all 8 periods the company had been operating the values were :-

> Turnover (measured value) of 41,911,339
> Operating Profit of 464,419

The operating profit to furnover ratio was 0.011, which we must now compare to the
historical one of -0.0036

The ratio at the end of period 8 was 5.05 times the value at the end of the History.

This improvement is reflected in a rise in the operating profit to turnover performance
indicator from 40, the initial weighting, o 202 (40 x 5.05).




\_ Calculating PT's - Operating Profit to Turnover ratio c©=

The Demo is now complete

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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M developing successful managers

Company: 1

Period: 9

Calculating PI's - Company Value

Glossary.

The Company is now in period 9, but how was the Company Value
indicator 155 calculated at the end of period 8 ?

[arozz Profit Dgreéﬁth?ng Compary Contract Faonward Fonsard Client
Per Turhowver |0 Turnover Turrover Walue Completion | Workload Marain [ Share Price | 2 atizfaction
4 | 1000 1] 1] 40 150 )/ A 150 g0 100 100 100
5 | 1350 94 103 193 152 /224 160 73 130 108 108
B | 1542 104 105 212 156 / 2BE 160 103 192 122 118
7| 1627 13 107 227 155 /, 298 180 89 179 120 141
8 | 1708 137 105 202 1557 314 1490 111 215 123 156
Main Quit



AN Calculating PI's - Company Value GiosEay

Balance Sheet

Shareholder Information
Dirigimal Bepaity:
Current Share Price: 093

Asseis & Liahilities

Cash Beoount:

o
Vg 1]
1000, D0
Itovestinent Betwrns: 100 (7§ Sy

107,100

Company Value: 4,574, TTE (0 5% incragse)

By examining the Financial Report we first
determine the company value at the end of the
History Year, which was 4,574,778

Main - Quit |



Calculating PI's - Company Value elossany

developing successful managers

By the end of period 8 the company value was 4,714,302.

The value at the end of period 8 was 1.03 times the value at the end of the History
(4,714,302 / 4,574,778).

This slight improvement was reflected in a rise in the company value performance indicator
from 150, the initial weighting, to 155 (150 x 1.03).

Main Quit
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The Demo is now complete

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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M developing successful managers

Calculating PI's - Capital Employed

The Company is now in period 9, but how
was the Capital Employed indicator of
314 calculated at the end of period 8 ?

Company: 1
Period: 9

Gross Profit

O perat
Frofit to

Capital

Contract

Forward

Forward

Clignt

Per Turnowver |10 Tumaver | 1 coe £ Employed | Comnpletion | Workload Marain [ Share Price | 2 atizfaction
4 | 1000 &0 &0 40 N\ 180 150 &0 100 100 100
5 | 1350 94 103 138 ™\ 224 160 73 130 108 103
E | 1542 103 105 212 155\ 2Bk 1E0 103 152 122 118
7| 1627 131 107 227 196 N\ 298 180 89 179 120 141
g | 1708 137 105 202 155 N 314 130 111 215 123 156
Main

Glossary.

Quit



N Calculating PI's - Capital Employed Sloss,

By examining the Financial Report we first determine the average capital employed per
period during the History Year (periods 1-4).

This equates to 23.5 % (94 / 4), and serves as the benchmark for any changes in the
average in future periods.

The capital employed indicator weighting of 80 at the end of the History is the
performance indicator benchmark.

Definition

After Bids have been processed, the workload of the company as a % of the upper
threshold of workload that can be undertaken, based upon the company's capital base, is
defined as the capital employed.

Assets & Liahilities History Year
Cash booount: 566,744 The capital employed figures were :-

Capital Pase Capital Employed
Presnoms Value: 3,925,465

[ncreased b I Period 1:

Reduced b 0 Period 2:

Depreciation: 24,534 ¢ 112 Period 3:

3,900,934 (47% Capital Emploped) Period 4:




Calculating PI's - Capital Employed Glossary

At the end of period 8 the average capital employed per period was 41 %.

The value at the end of period 8 was 1.74 times the value at the end of the History (41 /
23.5).

The improvement was reflected in a rise in the company value performance indicator from
180, the initial weighting, o 314 (180 x 1.74).

Main Quit
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The Demo is now complete

Main Quit
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Keep Clicking Anywhere on the screen to advance the demo
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Calculating PI's - Contract Completion Slossiry

M developing successful managers

The Company is now in period 9, but how was the
Contract Completion indicator of 190 calculated at
the end of period 8 ?

Company: 1

Period: 9 3 -

[arogs Profit E?;ﬁtlrng Contract Forward Fonward Cligrk

Per Turhowver |0 Turnover Turrover Walue wed | Completion | “Warkload Marain [ Share Price | 2 atizfaction

4 | 1000 1] 1] 40 150 AR 150 g0 100 100 100

5 | 1350 94 103 193 152 2\ 160 73 130 108 108

B | 1542 104 105 212 155 2EEN N\ 1R0 103 192 122 118

7| 1627 13 107 227 155 238 N\ 140 89 179 120 141

8 | 1708 137 105 202 155 314 "\ 1490 111 215 123 156

Main Quit
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(£

W5 ge veloping successful managers

ini. Company Performance Statistics il
Company: 1 Financial | Overheads | Fmt:urement"Eunshuctiuné Print Statistics | [History onl
Deoriad: O Early Years Onwards

By examining the Performance Statistics we first determine the number
of jobs completed since the History, and then give them a weighting :-

Job Management I

* Early: 0 jobs x 15 = 0 jabs finizhed early:
* On Time: 4 jobs x 10 = 40 ot time:
* Late: 0 jobs x =20 = O
_ late:
40

re of labaur allacation in _ . .
the final period of a job: 0.55 BN 1. where 1 s ERIES:

The total calculated is added to the initial indicator weighting at the end of
the History, 150, to give an indicator of 190 (150 + 40) at the end of period

8. 3e value per man peniod:

the Labour uged on site: # Subcontract
Notes Ineffectiv
« Jobs that are complete late incur a bigger penalty than the gain from jobs REEE
completing early. lotal Site Cost Reguired: % waz allocated
. The_ multiplication factors of 15,10 and —20 may vary for other games. \dditional Site Cast Paid: % of the required
* No jobs can be completed during the History

Main Quit
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The Demo is now complete

Main Quit
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M developing successful managers

The Company is now in period 9, but how were the Forward

Workload and Margin indicators of 111 and 215 respectively
calculated at the end of period 8 ?

' Calculating PI's - Forward Workload and Margin

Company: 1
Period: 9 3 -
[arozz Profit E?;ﬁtlrng Compary Capital Contract Faonward Fonsard Client
Per Turnowver |10 Tumaver | 1 coe Yalue Employed | Comnpletion | Workload Marain [ Share Price | 2 atizfaction

4 | 1000 1] 1] 40 150 180 150 g0 100 100 100

5 | 1350 94 103 193 152 224 160 73 130 108 108

B | 1542 104 105 212 155 2BE 160 103 192 122 118

7| 1627 13 107 227 155 298 180 89 179 120 141

8 | 1708 137 105 202 155 314 1490 111 215 123 156

Main

Glossary.

Quit



O\ Calcula‘rmg PI's - Forward Workload and Margin Sl

B3 developing st

Balance Sheet . : . . .
By examining the Financial Report we first determine

Shareholder Information the fqrward work!oad and margin values at the end of
o o Amm e the History Year :-

1tial EJIPJi’[j.-'Z 5,000,000

Current Share Price:  0.93 « Forward Workload was 11,304,793
» Forward Margin was 586,894

Work in Pmure g8
Fl 1103 :Ltl_:l. 1;11;1' ar. ac

Main - Quit |
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essful managers

By the end of period 8 the values were :-

» Forward Workload of 20,830, 023 (1.85 times the value at the end of the History)
» Forward Margin of 1,260,556 (2.15 times the value at the end of the History)

The improvements were reflected in a rise in the performance indicators :-

> For forward workload from 60, the initial weighting, to 111 (60 x 1.85)
» For forward margin from 100, the initial weighting, to 215 (100 x 2.15)

Main Quit
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The Demo is now complete

Main Quit



' Calculating PI's - Forward Workload and Margin —

Main Quit



Calculating PI's - Share Price Glossary

Keep Clicking Anywhere on the screen to advance the demo
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M developing successful managers

The Company is now in period 9, but how was the Share Price
indicator of 123 calculated at the end of period 8 ?

Company: 1
Period: 9 3 -
[arozz Profit E?;ﬁtlrng Compary Capital Contra d Fonsard Client
Per Turhowver |0 Turnover Turrover Walue Employed | Completion Marain [ Share Price | 2 atizfaction
4 | 1000 1] 1] 40 150 180 150 BN N\ 100 100 100
5 | 1350 94 103 193 152 224 160 73 30 108 108
B | 1542 104 105 212 155 2BE 160 103 RN 122 118
7| 1627 13 107 227 155 298 180 89 17AN\ 120 141
8 | 1708 137 105 202 155 314 1490 111 215 | N\ 123 156

Main Quit
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Balance Sheet

Shareholder Information

Drginal E‘:1Uit v 5,000,000
Current Shate Price: 0.93

Work in Progress
Forarard Workload: 11,
Forarard Ivaromn:

By examining the Financial Report we first determine
the share price value at the end of the History Year,
which was 0.93.

Main - Quit |



Calculating PI's - Share Price Glossary

By the end of period 8 the share price was 1.14.

The value at the end of period 8 was 1.23 times the value at the end of the History (1.14 /
0.93).

This slight improvement was reflected in a rise in the company value performance indicator
from 100, the initial weighting, to 123 (100 x 1.23).

Main Quit
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The Demo is now complete

Main Quit
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Calculating PI's - Client Satisfaction

Glossary.

M developing successful managers

The Company is now in period 9, but how was the Client Satisfaction
indicator of 156 calculated at the end of period 8 ?

Company: 1
Period: 9 3 -
[arozz Profit E?;ﬁtlrng Compary Capital Contract oraarnd Client
Per Turhowver |0 Turnover Turrover Walue Employed | Completion | “work i | Share Price | 2 atisfaction
4 | 1000 1] 1] 40 150 180 150 g0 S~ N\l 100 100
5 | 1350 94 103 193 152 224 160 73 130 N\J08 108
B | 1542 104 105 212 155 2BE 160 103 192 RN 118
7| 1627 13 107 227 155 298 180 29 179 12 141
8 | 1708 137 105 202 155 314 1490 111 215 123 | \156
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. d
ord Petrochenicals UK : zatiszfactory
Dales Hater Serwices Ltd : zat isfactory
Oevon and Corrwall Hater Ltd : zatiszfactory
Eazt Hidlands County Council : zat isfactory
Electragen : zatiszfactory
Erglizh Haternays : No relat ionship
Fenlandsz County Council : zatiszfactory
Kequorth Airport : No relat ionship
London City Council : zatizfactory
London Hater Servicesz Ltd : No relat ionship
Haddizon Bank [td : zatizfactory
To gain a feel for the relationship with each client, a textual Egt}';}:gggghm
description is given. : zat isfactory
: zatizfactory
The description is based upon a numerical value determined by a : fairly good —
number of factors :- : zat isfactory

: No relat ionship
: Ho velat ionship

* Prequalifying for jobs with the client = sat isfactory ;I

» How well jobs were costed
* How competitive the submitted bids were
* How well the jobs were managed

The sum of the numerical values across all clients is calculated for
the relationship changes since the History, and then added to the
performance indicator weighting at the end of the History.

In this example the numerical value during periods 5-8 came to 56.
This was added to the Historical client satisfaction indicator of 100 to
give an indicator of 156 at the end of period 8.
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Calculating PI's - Client Satisfaction Sl

Although the factors use in calculating the client satisfaction values are hidden, the
relative affects, from largest to smallest are :-

» Job Progression
» Procurement (estimating and bidding)
> Prequalification
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The Demo is now complete
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Keep Clicking Anywhere on the screen to advance the demo
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EPR - Further Information Glossary

The External Performance Review report gives brief details of any points that the
external management consultant feels are important, most of which need no further
explanation.

However, some of the points need elaborating upon, and further information is provided
in such cases.
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EPR - Further Information

Consider the following situation, in which the company is in period 8, but is reviewing
performance in period 7.

Period

Penod: 8

Period 1 Financial information iz available.
Fenod 2 Overheads

Penod 7

Further |nformation

Click on any Detailz line to see if further

Feriod 3 E stimating If zo0. simply click on the Further

Period 4 Biddin Information button to dizplay the
Periad & W additional notez about the obzervation
Periad & made by the external conzultant.

Job Hao |Details Mature :|
H There iz a marginal improvement in the performance of Proj Mar 3 [Lindemann, F] due to espenience to date with the company F
gl There iz a noticeable impraverment in the performance of Project Manager 3 [Lindemann, F) due ta the 4 % banug paid F
gl There iz a marginal deterioration in the perfarmance of Project Manager 3 [Lindemann, F] due ta the job location M
gl The overall performance of Project Manager 3 [Lindemann, F) iz very good F
A |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
H [rrvestment in DBY Equipment Ltd has reduced build costs by 0.58% F
40 | There iz a noticeable improvement in the performance of Project Manager ¥ Meston, 1] due to the 4 % bonuz paid F
40 | There iz a marginal deterioration in the performance of Praject Manager 7 fweston, 1) due to the job location M
40 | The overall perfarmance of Project Manager 7 Mw'estan, 1] iz excellent F
40 |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
40 |Irwvestment in DBY Equipment Lid has reduced build costs by 0.63% F
45 | There iz a marginal improvement in the performance of Proj Mar 5 [Hackworth, T] due o experience to date with the company F
45 | There iz a noticeable improvement in the perfformance of Project Manager 5 [Hackwarth, T) due to the 4 % borus paid F
45 | There iz a marginal deterioration in the perfformance of Project Manager 5 [Hackwarth, T) due to the job location M
45 | The overall performance of Project Manager 5 [Hackwarth, T) iz excellent F
| ] LTI T he effective labour on zite has been reduced by very slight overmanning of the zite, which haz also increased labour o M
45 |An adequate amount of site admininistration cost has been paid to cover the labourforce on zite F
45 |lrwvestment in DBY Equipment Ltd has reduced build costs by 0.58% F =
-
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The external management consultant has made a number of
comments in relation to the construction management decisions in
period 7.

But how do we know if the comments are good or bad ?

Click on any Detailz line to see if further

The answer lies in the nature which is either :- information is available.

* ‘P’ if the comment is positive If 0. simply click on the Further
« ‘N’ if the comment is negative Iaformation button to dizplay the

a . . aonal notes about the ohzervation
« ‘U’ if the comment is unclassified ‘Lo external consultant.

Period 7 | Fuither Information

N
Job Mo [Details Mature :|

H There iz a marginal improvement in the performance of Proj Mar 3 [Lindemann, F] due to espenience to date with the company
gl There iz a noticeable impraverment in the performance of Project Manager 3 [Lindemann, F) due ta the 4 % banug paid

gl There iz a marginal deterioration in the perfarmance of Project Manager 3 [Lindemann, F] due ta the job location

gl The overall performance of Project Manager 3 [Lindemann, F) iz very good

A |An adequate amount of site admininistration cost has been paid to cover the labourforce on site

H [rrvestment in DBY Equipment Ltd has reduced build costs by 0.58%

40 | There iz a noticeable improvement in the performance of Project Manager ¥ Meston, 1] due to the 4 % bonuz paid

40 | There iz a marginal deterioration in the performance of Praject Manager 7 fweston, 1) due to the job location

40 | The overall perfarmance of Project Manager 7 Mw'estan, 1] iz excellent

40 |An adequate amount of site admininistration cost has been paid to cover the labourforce on site

40 |Irwvestment in DBY Equipment Lid has reduced build costs by 0.63%

45 | There iz a marginal improvement in the performance of Proj Mar 5 [Hackworth, T] due o experience to date with the company
45 | There iz a noticeable improvement in the perfformance of Project Manager 5 [Hackwarth, T) due to the 4 % borus paid

45 | There iz a marginal deterioration in the perfformance of Project Manager 5 [Hackwarth, T) due to the job location

45 | The overall performance of Project Manager 5 [Hackwarth, T) iz excellent

| ] 45 The effective labour on site has been reduced by very zlight overmanning of the zite, which has alzo increased labour costs
45 |An adequate amount of site admininistration cost has been paid to cover the labourforce on zite

45 |lrwvestment in DBY Equipment Ltd has reduced build costs by 0.58%

T M= =000 =3 =3 T3
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EPR - Further Information

Glossary

The external consultant made a negative comment relating to labour overmanning on job 45
in period 7, for which further information is available.

The more detailed explanation can be viewed by clicking on the Further Information button.

Penod Click on any Detaily line to zee if further

Penod: 8

Period 1 Financial information iz availalyle.
Fenod 2 Overheads

Ferind & made by the external con
Penod ¢

Further |nformation

Feriod 3 E stimating If zo0. simply click on thg Further

Period 4 Biddin Information button to disy
Periad & W additional notez about theyobservation

Job Hao |Details Mature :|
H There iz a marginal improvement in the performance of Proj Mar 3 [Lindemann, F] due to espenience to date with the company F
gl There iz a noticeable impraverment in the performance of Project Manager 3 [Lindemann, F) due ta the 4 % banug paid F
gl There iz a marginal deterioration in the perfarmance of Project Manager 3 [Lindemann, F] due ta the job location M
gl The overall performance of Project Manager 3 [Lindemann, F) iz very good F
A |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
H [rrvestment in DBY Equipment Ltd has reduced build costs by 0.58% F
40 | There iz a noticeable improvement in the performance of Project Manager ¥ Meston, 1] due to the 4 % bonuz paid F
40 | There iz a marginal deterioration in the performance of Praject Manager 7 fweston, 1) due to the job location M
40 | The overall perfarmance of Project Manager 7 Mw'estan, 1] iz excellent F
40 |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
40 |Irwvestment in DBY Equipment Lid has reduced build costs by 0.63% F
45 | There iz a marginal improvement in the performance of Proj Mar 5 [Hackworth, T] due o experience to date with the company F
45 | There iz a noticeable improvement in the perfformance of Project Manager 5 [Hackwarth, T) due to the 4 % borus paid F
45 | There iz a marginal deterioration in the perfformance of Project Manager 5 [Hackwarth, T) due to the job location M
45 | The overall performance of Project Manager 5 [Hackwarth, T) iz excellent F
| ] LTI T he effective labour on zite has been reduced by very slight overmanning of the zite, which haz also increased labour o M
45 |An adequate amount of site admininistration cost has been paid to cover the labourforce on zite F
45 |lrwvestment in DBY Equipment Ltd has reduced build costs by 0.58% F =
-
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A detailed explanation of the external consultant's brief comment is given, and a pointer
to where even more information is available.

Details

The effective labour on gite haz been reduced by wem glight overmanning of the zite, which haz also increazed labour costs

D escription
Qvermanning of a job, above the planned labour levels, is necceszam to complete a job early.

I the cagze of 3.4 and B-penod jobs, they can be completed early, but it iz not poszsible to complete a 2-penod job in 1 penod.

However, there are sector-bazed restrictions on the overmanning allowed above the planned labour levelz. Theze restictions are defined in the
"Campany and Financial Information’”,

Failure to obzerve the restrictions will result in ineffective labour, which does naot contribute to progressing the job, but does incur labour costs,
Congider the following example -

Flarnned Labour: 100 men

Sector 3 [30% overmanning allowed)

Permitted level of labour: 130 men [after allowing for the training of new recruits)

By labour allocation above 130°WOULD MOT contrbute to the progresz of the job, but would incur labour costs,

Suggested additional help
terit Tutonial Entering Decizgions' "'Congtruction Decisions" " 'Progressing a job"' dema
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Period

Penod: 8

EPR - Further Information

Period 1 Financial information iz available.
Fenod 2 Overheads

Penod 7

Click on any Detailz line to see if further

Period 3 E stimating If 20, simply click on the Further
Period 4 Biddin Information button to dizplay the
Periad & W additional notez about the obzervation
Periad & made by the external conzultant.

Further |nformation

Job Hao |Details Mature :|
H There iz a marginal improvement in the performance of Proj Mar 3 [Lindemann, F] due to espenience to date with the company F
gl There iz a noticeable impraverment in the performance of Project Manager 3 [Lindemann, F) due ta the 4 % banug paid F
gl There iz a marginal deterioration in the perfarmance of Project Manager 3 [Lindemann, F] due ta the job location M
gl The overall performance of Project Manager 3 [Lindemann, F) iz very good F
A |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
H [rrvestment in DBY Equipment Ltd has reduced build costs by 0.58% F
40 | There iz a noticeable improvement in the performance of Project Manager ¥ Meston, 1] due to the 4 % bonuz paid F
40 | There iz a marginal deterioration in the performance of Praject Manager 7 fweston, 1) due to the job location M
40 | The overall perfarmance of Project Manager 7 Mw'estan, 1] iz excellent F
40 |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
40 |Irwvestment in DBY Equipment Lid has reduced build costs by 0.63% F
45 | There iz a marginal improvement in the performance of Proj Mar 5 [Hackworth, T] due o experience to date with the company F
45 | There iz a noticeable improvement in the perfformance of Project Manager 5 [Hackwarth, T) due to the 4 % borus paid F
45 | There iz a marginal deterioration in the perfformance of Project Manager 5 [Hackwarth, T) due to the job location M
45 | The overall performance of Project Manager 5 [Hackwarth, T) iz excellent F

| ] LTI T he effective labour on zite has been reduced by very slight overmanning of the zite, which haz also increased labour o M
45 |An adequate amount of site admininistration cost has been paid to cover the labourforce on zite F
45 |lrwvestment in DBY Equipment Ltd has reduced build costs by 0.58% F

Glossary

| The Demo is now complete
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Period

Penod: 8

EPR - Further Information

Period 1 Financial information iz available.
Fenod 2 Overheads

Penod 7

Further |nformation

Click on any Detailz line to see if further

Feriod 3 E stimating If zo0. simply click on the Further

Period 4 Biddin Information button to dizplay the
Periad & W additional notez about the obzervation
Periad & made by the external conzultant.

Job Hao |Details Mature :|
H There iz a marginal improvement in the performance of Proj Mar 3 [Lindemann, F] due to espenience to date with the company F
gl There iz a noticeable impraverment in the performance of Project Manager 3 [Lindemann, F) due ta the 4 % banug paid F
gl There iz a marginal deterioration in the perfarmance of Project Manager 3 [Lindemann, F] due ta the job location M
gl The overall performance of Project Manager 3 [Lindemann, F) iz very good F
A |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
H [rrvestment in DBY Equipment Ltd has reduced build costs by 0.58% F
40 | There iz a noticeable improvement in the performance of Project Manager ¥ Meston, 1] due to the 4 % bonuz paid F
40 | There iz a marginal deterioration in the performance of Praject Manager 7 fweston, 1) due to the job location M
40 | The overall perfarmance of Project Manager 7 Mw'estan, 1] iz excellent F
40 |An adequate amount of site admininistration cost has been paid to cover the labourforce on site F
40 |Irwvestment in DBY Equipment Lid has reduced build costs by 0.63% F
45 | There iz a marginal improvement in the performance of Proj Mar 5 [Hackworth, T] due o experience to date with the company F
45 | There iz a noticeable improvement in the perfformance of Project Manager 5 [Hackwarth, T) due to the 4 % borus paid F
45 | There iz a marginal deterioration in the perfformance of Project Manager 5 [Hackwarth, T) due to the job location M
45 | The overall performance of Project Manager 5 [Hackwarth, T) iz excellent F
| ] LTI T he effective labour on zite has been reduced by very slight overmanning of the zite, which haz also increased labour o M
45 |An adequate amount of site admininistration cost has been paid to cover the labourforce on zite F
45 |lrwvestment in DBY Equipment Ltd has reduced build costs by 0.58% F =
-
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The Use of Company Performance Statistics

M developing successful managers

Consider the performance indicators of the company after after 7 periods.

Period: 8

Turnaver

[arozs Profit
o Turnioseer

Operating

Frafit ta
T urnioseer

Glossary

[TIP: Click on an indicator heading to alter the graphical display]

Company
Walue

Capital
Emplayed

Contract
Completion

Fanmard
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Share Price
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[TIP: Click on an indicator heading to alter the graphical display]

O peratin —
IE:::nf:ilt h!; Capital 3 Forward

Turnower |to Tumaver | 1 00 e Ermployed i b argin

180 .
180
160 :

180 . 1539

The Contract Completion indicator has risen considerably
since the beginning of the early years.

The reason for the rise should be that many of the jobs
completed to date have done so either early or on time.

To verify our reasoning, we can look at the performance
statistics for the early years.
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Company: 1 [TIP: Click on an indicator heading to alter the graphical display]

Pernod: 8 = -
[ peratin - — -
IE:::nf:ilt h!; -OIpary Capital Contract ; Forward

WE | Turnower [t Tumaver | 70 e: : Ermployed | Completion | a Margit | Share Price | 53t
4 | 1000 G0 180 B0 100 100 10
- w0 | = | % | ®
| IR - O - N (72
- G

Lo
(n1]

Print Statistics History onl
Penod: 8 E arly Years Onwards

Project Manager Weighting [1-10] | Job Management
B azic weighting: m jobs finished early:

Adjustment due to - ar birne:;
E=penence with the Company: m

Bonus payments; m

late:

Meazure of labour allocation in

the final period af a job: U-1. where 1z perfect

As suspected, 4 jobs have completed early,
and 1 on time in the Early Years, which
explains why the contract completion
indicator has risen so much.




% The Use of Company Performance Statistics clossey
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[TIP: Click on an indicator heading to alter the graphical display]
. E :rl t::,r I:E Capital ; Farward
Turnower |to Tumaver | 1 00 e Ermployed i b argin
60 120 -
180
160

180 . 1539

Since the end of period 4 the Gross Profit to Turnover indicator has increased.

This would appear appear to indicate that jobs have been managed better since the
end of the History.

Again, to verify our reasoning, we can look at the performance statistics for both the
History and the Early Years.
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In the History year the average job profit was 2.8% (of cost).

| Financial . Overheads | Procurement| Construction|| During the early years, up to the end of period 7, 4.9% profit
was accrued, which explains the rise in the gross profit to

turnover ratio.

Penod: 8

Company ¥Yalue I

[ the Capital B i Key Point Point o
et period ‘rI]'.he performance statistics cover the early years.anq the
: istory separately, but many of the performance indicators
[ 35 [ take into account the full lifecycle of the company. These are
re reduced by: % due to build cost sav specifically the trend-based ones such as turnover, gross
ating Ratio: [T profit to turnover etc.

Share Information I
Share price ha: d by m zince the Higtory
“ % of dividend paid was vy PE rio affect
Dividend Fayrnents: m = af

Tumover & profit

Turnowver has increased by W Zzince the Hiztory

Average job profit; m job cost Frofit &nalysis

al= b .i|:||:| oozt
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Company: 1

The Use of Company Performance Statistics

I Financial Overheads | Plucurementl Constiu

Glossary

During the Early Years the company have tried to invest in
other concerns that provide :-

Penod: 8

Company Yalue I

Campany Yalue haz inc

[

=

duced b m % due ta build cost zaw

Share Information I
Share price has increased by m & the Histary
“ % of dividend paid was
Dividend Pavments: m % of job costs

Tumover & profit I
d b m ince the Histom
d costs m * of i|:||:| cozt

Turnover haz incre

jobr profit;

* A better return than the bank.
» Reduce overall build costs in jobs in progress e.g., by
obtaining better discounts on material purchases.

Has the strategy paid off ?

The performance statistics provide evidence that it has.

ifngz fram investments

waszted, and had no affect

% of job cost Profit Analyziz
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Period: 8

Turnaver

[arozs Profit
o Turnioseer

Operating

Frafit ta
T urnioseer

Glossary.

[TIP: Click on an indicator heading to alter the graphical display]
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The Demo is now complete

Main

Quit



The Use of Company Performance Statistics

M developing successful managers

Period: 8

Turnaver

[arozs Profit
o Turnioseer

Operating

Frafit ta
T urnioseer

Glossary

[TIP: Click on an indicator heading to alter the graphical display]
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