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What’s the Difference! 
How do they make money!

SERVICE 

CONTRACTORS

WHOLESALE 
CONTRACTORS



SERVICE-Contractors):    HVAC, Plumbers, Engineers, 
                                              Graders, Landscapers, Electricians, Surveyors

• Market Data: ( Competition: Size and Numbers: Territory- Local, State, Regional, National )

•             Buying Power  &  Pricing Power

•           Do you know your client?     What do you know about your client & experience?

•  Employees ( Payroll or Contract Worker )

•  Size of Company: ( Size of Staff ): Buying Power  &  Pricing Power

•  Who’s your clients/customers: ( Retail – B2B – B2C )

•  Contracts : Single or Bulk…..New Work or Service Work / Repeat Service Work

•  Fleet Vehicles  vs  Pay Employees for own vehicle utilization

•  Inventory on Hand / Turn Times:  -- Controlling what if’s!  ( COVID / Hurricane Helene / Tarrifs )

•  Cash Cycle: Invoicing Terms or Cash at Completion or Deposits

•  Market Disrupters: ( Weather, Competition, COVID, Supply/Demand, Tarrifs )

•  Own vs Rent Facilities

•  Competition

•  Price Fluctuations: ( Surge Charge for Gas ) ( Supply and Demand for Parts-Copper )

•           Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )





SERVICE Contractors: 
• LOAN STRUCTURES:
1. TERM REAL ESTATE LOANS
2. OPERATING LINES OF CREDIT
3. FLEET VEHICLES
4. INVENTORY LOANS
5. EXPANSION LOANS: ( Location, Campus, Product Line, Buy Outs of Partners )
6. EQUIPMENT LOANS

• THE REST OF THE STORY:
1. Growing Pay Roll too fast!
2. Growing Sales is not Growing Margins
3. Buying Inventory ( Too Much, Too Late, Not Enough )
4. Selling Bids, can’t support growth, loose reputation
5. FRAUD….Family Employees
6. Work  vs  Business Operations ( You know how to fix it  {BUT}  Do you know how to RUN a Business )
7. Out dated products and or inventory
8. Not bringing in new products, working with same materials



Do You Understand What the Numbers Say?





(WHOLESALE-Contractors): 
  Stone/Mulch Suppliers, Nurseries,         
             Equipment Renta Companies, Concrete Companies

• Market Data: ( Competition: Size and Numbers: Territory- Local, State, National )

• Buying Power  &  Pricing Power

•         Do you know you client?     What do you know about your client & experience?

•          Employees ( Payroll or Contract Worker )

•  Size of Company: ( Size of Staff ): Buying Power  &  Pricing Power

•  Who’s your clients/customers: ( Retail – B2B – B2C )

•  Contracts : Single or Bulk

•  Fleet Vehicles  vs  Pay Employees for own vehicle utilization: DILIVERIES

•  Inventory on Hand / Turn Times:  Do they grow or create their inventory ( Christmas Trees / Rock Quarries )

•  Cash Cycle: Invoicing Terms or Cash at Completion or Deposits 

•  Market Disrupters: ( Weather, Competition, COVID, Supply/Demand, Tarrifs )

•  Own vs Rent Facilities

•  Price Fluctuations: ( Surge Charge for Gas ) ( Supply and Demand for Parts-Copper )

•       Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )



Wholesale Contractors: 
• LOAN STRUCTURES:

1. TERM REAL ESTATE LOANS
2. OPERATING LINES OF CREDIT
3. FLEET VEHICLES
4. INVENTORY LOANS
5. EXPANSION LOANS: ( Location, Campus, Product Line, Buy Outs of Partners )
6. EQUIPMENT LOANS

•

• THE REST OF THE STORY:

1. Growing Pay Roll too fast!
2. Growing Sales is not Growing Margins
3. Buying Inventory ( Too Much, Too Late, Not Enough )
4. Selling Bids, can’t support growth, loose reputation
5. FRAUD….Family Employees
6. Work  vs  Business Operations ( You know how to fix it {BUT} Do you know how to RUN a 

Business )
7. Out dated products and or inventory
8. Not bringing in new products, working with same materials



Building Contractors: A & D ( Acquisition and Development )
•

•  Market Data: ( Local and National Data Sets ): Know your market and product line!

•  Do you know your client?     What do you know about your client & experience?

•  Who is your client working for? ( i.e. Who is the buyer ) – Individuals or Track-Buyers

•  Size of Project and Estimated Completion Time

•  Sale Out Process: ( 1 @ Time OR Bulk Sales )     /     Price Point: Retail or Discounted

•  Price Point:  ( Days on Market, Inventory, Supply & Demand  )

•  Utilities:    ( Access, Creation, Ongoing Maintenance – Public or Private )

•  Road Systems: Access to Property, Movement/Flow Inside of Project

•  Local Knowledge Team: ( Realtors, Builders, Engineers, Surveyors, Site Developers )

•  Topography: ( G I S is your friend! )  ( Google Earth )

•  HOA’s

•  Unknown: Weather, Sub’s, Zoning, Government, Neighbors, Rock, Permitting / 
  Entitlements

•  Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )







THE REST OF THE STORY

Neighbors   :   Entrance Access   :   Drain Line-Main Line   :   Weather



Market Data: ( Local and National Data Sets ): Know your market and product line!

 Do you know your client?     What do you know about your client & experience?

 Who is the BUYER!

 Fixed Budget : “ Change Orders “   or   “ Model Upgrades “

 Size of Project ( Usually Large )  and Estimated Completion Time ( Usually Quick as possible )

 Utilities:    ( Access, Creation, Ongoing Maintenance – Public or Private )

 Road Systems: Access to Property, Movement/Flow 

 Design Concept and Finishes:  ( Extreme Receptiveness )

Price Point:  ( Days on Market, Inventory, Supply & Demand  )

Lots Under Control     VS     Lots Under Ownership

 Local Knowledge ( DISGUISED ) Team: ( Realtors, Builders, Engineers, Surveyors, Site Developers )

 Topography

 HOA’s

 Unknowns: Weather, Sub-Contractors, Zoning, Government, Neighbors, Permitting

 Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns ): WHO is the actual borrower?

Building Contractors TRAC-BUILDERS













SELL OUT EQUATION:

TOTAL LOTS: 53

SALE PRICE: $90,000…….( Via take downs to National Builder )

TOTAL PROJECT COST: $3,341,000

AVERAGE COST PER LOT DEVELOPED: $63,038

PROFIT AFTER EXPENSES FOR DEVELOPER PER LOT: $26,500

Total Profit for Development for Developer:     $318,000



STRUCTURING OF LOAN:

TOTAL LOTS: 53

SALE PRICE: $90,000…….( Via take downs to National Builder )

TOTAL PROJECT COST: $3,341,000

AVERAGE COST PER LOT DEVELOPED: $63,038

Loan Amount: 85% of Cost = $2,840,000

1. At what percentage do you want to be out of the development of LOTS: 

a. 75% of lots = 39

1. At what LOT RELEASE FEE will you have based on you bank’s loan to Development Cost: ( USING-85% of 

cost ) = $2,840,000

$2,840,000 / 39 lots = $72,900 Release Fee

So at time of release, BUYER PAYS $90,000 - $72,900 release fee = $17,100 profit to developer at release!

Interest Only Payments: Prime Plus 1% example: $170,400 / 12 = $14,200



THE REST OF THE STORY:

Can developer cover interest payments based off sale of lot: YES

1. Can bank get out of the development prior to all lots being sold: YES

2. Does a $90,000 Sale price make market since based on Data: YES

1. ( Problem ): Weather causes delay is site development, market changes.

2. ( Problem ): Delay of Closing on Pads by Buyer due to delays on inspections and 

requirements by the buyer, time is money to developer.  Carry Cost is extended!

3. ( Problem ): 2008-2009 Happened….National Builder Backed out of Take Down of 

Bulk Lot Sales…..( What’s Going to happen Hurricane Helene )

1. INSPECTIONS: ( Each bank’s policy is different! In-House or 3rd Party )



Market Data: ( Local and National Data Sets ): Know your market and product line!

 Do you know you client?     What do you know about your client & experience?

 Who is the BUYER!

 Size of Project and Estimated Completion Time

 Utilities:    ( Access, Creation, Ongoing Maintenance – Public or Private )

 Road Systems: Access to Property, Movement/Flow 

 Design Concept and Finishes

 Price Point ( Days on Market, Inventory, Supply & Demand  )

 Local Knowledge Team: ( Realtors, Builders, Engineers, Surveyors, Site Developers )

 Topography

 HOA’s

 Unknowns: Weather, Sub-Contractors, Zoning, Government, Neighbors

 Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )

 Mind Set ( Spec Builder is NOT a custom Builder and Vise Versa )

BUILDING CONTRACTORS:  SPEC-Builders  - Residential



STRUCTURING OF LOAN:

SALE PRICE: $565,000

TOTAL PROJECT COST: $375,000

Loan Amount: 85% of Cost = $480,000

Builders Profit Prior to Expenses: 105,000

Max 75% Loan to Value: ( Lessor of the Two )



CONSTRUCTION BUDGET:



CONSTRUCTION PLANS:





THE REST OF THE STORY:

Can developer cover interest payments during construction period 1yr?: YES

1. Can Bank get out of construction with cushion? Yes ( LTV/LTC )

2. Does Builder have cushion on Sales Price vs Cost/Expenses? YES

a. $105,000 profit per house!

3. Inspections ( Bank vs Third Party ) Based on Bank’s Policy!

1. ( PROBLEM ): Sloped Lot, no core drilling was done, dirt did not compact, additional foundation cost of $45,000

1. ( PROBLEM ): Multi-Story House, no master on Main in Retirement Development. Longer lead time on sale of 

home by 3 months, additional interest carry.

1. ( PROBLEM ) : Due to Foundation issue, Lumber Prices went up, additional cost of $18,000 on construction 

package.

1. ( Negative Results ): Lost additional $63,000 budget cost, $5,000 additional Interest cost!....Actual Profit was 

$37,000



LESSONS LEARNED:



Market Data: ( Local and National Data Sets ): Know your market and product line!

 Do you know you client?     What do you know about your client & experience?

 Who is the BUYER! ( Build to Suite   VS   Buyer Obtains Construction Loan )

 Fixed Budget Cost or Cost Plus

 Size of Project and Estimated Completion Time

 Utilities:    ( Access, Creation, Ongoing Maintenance – Public or Private )

 Road Systems: Access to Property, Movement/Flow 

 Design Concept and Finishes

Price Point:  ( Days on Market, Inventory, Supply & Demand  )

Change Orders

 Local Knowledge Team: ( Realtors, Builders, Engineers, Surveyors, Site Developers )

 Topography              HOA’s

 Unknowns: Weather, Sub-Contractors, Zoning, Government, Neighbors

 Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )

Mind Set ( Custom Builder is NOT a Spec Builder and Vise-Versa )

BUILDING CONTRACTORS: CUSTOME – Residential Builders



WHOLESALE CONTRACTOR:       SERVICE COMPANIES:

(  Stone and Mulch Suppliers, Nurseries, Equipment-Rental Companies, Concrete Co  )

Market Data: ( Competition: Size and Numbers: Territory- Local, State, National )

Buying Power  &  Pricing Power

        Do you know you client?     What do you know about your client & experience?

         Employees ( Payroll or Contract Worker )

 Size of Company: ( Size of Staff ): Buying Power  &  Pricing Power

 Who’s your clients/customers: ( Retail – B2B – B2C )

 Contracts : Single or Bulk

 Fleet Vehicles  vs  Pay Employees for own vehicle utilization: DILIVERIES

 Inventory on Hand / Turn Times:  Do they grow or create their inventory ( Christmas Trees/Rock Quarries )

 Cash Cycle: Invoicing Terms or Cash at Completion or Deposits 

 Market Disrupters: ( Weather, Competition, COVID, Supply/Demand, Wars )

 Own vs Rent Facilities

 Price Fluctuations: ( Surge Charge for Gas ) ( Supply and Demand for Parts-Copper )

      Financials: ( Cash Flow, Carry ability, Liquidity-Cost Overruns, Unknowns )





QUESTIONS
Lacy Cross: Sr. Commercial Banking Officer

828-230-3201   

Lacy.Cross@movementbank.com 
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