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Four Steps for Improving the

Profitability of HVAC Construction
Projects with General Contractors

In today’s marketplace, managing the profitability of HVAC construction projects presents unique challenges, including
fluctuating material costs, complex design specifications, labor shortages, and the need for effective communication and
collaboration. Other significant hurdles include preventing budget overruns, scope creep, and ensuring proper system
integration and commissioning. For every $1 of construction, you can pull through $7 of service through the lifecycle of a
building. Successful management of construction projects with general contractors (GCs) is critical for securing predictable
service revenue with building owners. Below are four steps that PremiStar companies are using to improve profit margins.

i =

Rethinking GC Partnerships

If your team struggles to deliver 12—20% net profit margins, thoroughly review your general
> contractors (GCs). You'll find that some are good partners, while others watch every penny
to improve their bottom line. Evaluate all GC relationships and eliminate difficult firms not
v vested in project success. One PremiStar company realized exponential profit gains within
18 months using this approach.

Bidding Smarter

Smarter bidding with GCs for HVAC design/build projects involves using tools, strategies, and
best practices to improve accuracy, efficiency, and profitability. This includes utilizihng HVAC
bidding software, performing thorough quantity takeoffs, accurately estimating labor and
material costs, and effectively presenting your proposal. Ensure everyone understands the
need to bid at higher margins with preferred GCs to get favorable projects with lower risks.

Implementing Cost-to-Complete (CTC) Rhythms

Many construction teams don't have a good handle on project costs. CTC rhythms provide
visibility at each project stage by tracking financial performance. This allows project
managers (PMs) to intervene before it’s too late to recover. Throughout the project lifecycle,
PMs can make course correction decisions by asking themselves, “How can | speed things
up, cut costs, or save in specific areas to bring the project in on time and on budget?”

Strengthening Relationships

Your company’s reputation in the GC community is determined by what your GC partners
say when you're not in the room. Working with GCs vested in customer success, bidding
smarter, and proactively managing project lifecycle costs builds long-lasting, trusted
relationships and referrals. Therefore, your business development team should be involved
in managing relationships with current and new GCs to ensure strategic alignment.

If you have a topic you'd like us to write about or want to learn more about partnering with PremiStar, please contact:
Bill Tamul, Vice President of Mergers & Acquisitions: btamul@PremiStar.com

@ PremiStar HVAC, Plumbing & Building Controls Nationwide PremiStar.com


http://www.premistar.com/
mailto:btamul@PremiStar.com

