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Maximizing Efficiency and Profitability through 
the Proper Application and Use of Xactimate® 

 

 

Introduction 
 

Realizing respectable profit margins using Xactimate® Estimating Software is a very real 

and promising opportunity for restoration contractors.  Knowing how to write estimates 

and maximize profitability is dependent on two factors.  First, a working knowledge of 

restoration techniques and second, a sound understanding of the estimating program.  

Since a working knowledge of the industry is based on one’s life experiences, this paper 

will deal primarily with teaching an understanding of program and outline the skills 

required to write effective estimates. 

 

For the first several decades of the restoration industry, estimates were generally written 

by hand and based solely on the experience of the contractor.  They varied from single 

line items such as: Repairs from fire damage - $27,500; to itemized spreadsheets with 

adding machine tapes attached for credibility.   

 

In the 1980’s several companies began to develop estimating software for personal 

computers to streamline the process and create universal price lists.  More often than not, 

these programs were filled with codes, acronyms or unrealistic pricelists that left them 

more of a hindrance and frustration than a real help.  One reason for this dissatisfaction 

was because they were generally written by computer programmers who knew little or 

nothing about the restoration industry.  This made the software user unfriendly; 

especially in an industry that was comprised primarily of hands-on, do-it-yourself 

entrepreneurs rather than number-crunching, cerebral computer developers. 

 

During the last ten years, Xactimate® Estimating Software by Xactware® (which was 

actually developed by a restoration contractor,) has made large inroads into the industry 

by partnering with and catering to large national insurance companies.  This has created 

market dominance for the product that is not likely to abate in the near future as more and 

more insurance providers are requiring the use of Xactimate® by contractors in creating 

estimates.  Therefore, an understanding of how to maximize the software’s features is 

crucial for the financial success and well-being of today’s restoration contractors.  It is 

also worthy to note that the principles discussed herein are applicable to estimating in 

general, regardless of the software used. 
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Assumptions 
 

This paper makes the assumption that the reader has a basic understanding of and is 

familiar with the workings of Xactimate® Estimating Program by Xactware®.  This is not 

a manual for beginners. 

 

The version referred to in this paper is: V24.5, released in 2005.  The price lists used in 

this report are for the State of Utah and will vary from other areas.  Analysis of profit 

margins and ratios should be consistent regardless of the pricing structure used. 

 

All images are computer screen shots taken from Xactimate® V24.5 and are the property 

of Xactware.  They are for educational use in this paper only.  
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Basics of Xactimate® 
 

There are several common, costly mistakes made using Xactimate®.  Understanding how 

the software is organized and set up will greatly reduce most of these errors.  The 

program was actually written to help contractors make a sustainable income in the 

restoration industry.  Let’s look at how the program is laid out and learn to maximize 

profits.  

 

Categories - Xactimate® is a Microsoft Windows® based estimating program.  The 

program is divided into various categories of work.  These categories represent the 

various trades used in the restoration industry.  Each category is listed alphabetically in 

the Category SmartList. They are abbreviated as in the example below:  

 

 
 

 
Line Items - Each category is comprised of individual line items for specific tasks 

within that category.  Most of the work on a restoration project will be found in one or 

more line items.  The Selector SmartList under the Drywall Category or DRY contains 

items for drywall work including the following:  
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These tasks are abbreviated with acronyms that, for the most part, are intuitive to the 

work being performed.  For example: 

  
DRY 1/2 represents 1/2” drywall – hung, floated and ready to paint 
DRY 1/2- represents 1/2” drywall – hung, taped and ready for texture 
DRY 1/2+ represents 1/2” drywall – hung, taped, heavy texture, ready for paint 
DRY 1/2++ represents 1/2” drywall - hung taped, with smooth wall finish 
DRY 5/8 represents 5/8” drywall – hung, floated and ready for paint 

 

Definitions or Illustrations - Each line item has a definition or illustration that can 

be accessed by either: 

 

Highlighting the item in the Selector Smart List Window and pressing the F8 key  

     or 

Clicking on the example photo on the right side of the Line Item Pad  

 

 
 

 

The definition describes what items or factors were used to arrive at the price.  It not only 

lists what is included and the quality of work expected, but also those items specifically 

excluded from the price.  It is important to become familiar with these definitions since 

the assumption of included activities is one of the most common reasons for under-

estimating a task.   

 

Reading the definitions on the drywall items 

listed to the left explains that DRY 1/2 has a 

1st and 2nd coat of mud with a light orange 

peel texture, the type used on many homes, 

apartments and condos.   

 

This is the line item that most adjusters 

assume should be used for all drywall 

replacement.  Look carefully at the other 

descriptions, because there are many 

applications that should use the other variables 

for drywall. 
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The definition for DRY 1/2+ describes a finished wall with a “heavy hand texture” or 

“knock down,” common to many ceilings. 

 

The “heavy hand texture” requires additional 

work and material making the price more than 

a light orange peel.   

 

In many homes, the walls have a light orange 

peel texture while the ceiling is a knock-down 

finish.  Using DRY 1/2 to replace the drywall 

on the walls and ceilings, will not bring in as 

much money as using DRY 1/2 for the walls 

and DRY 1/2+ for the ceiling.   

 

For high end homes or commercial jobs with smooth walls and ceilings, the price for 

DRY 1/2++ is even greater because it requires an additional skim coat of mud to create a 

smooth finished surface. 

 

Replacing a Shower - A glaring example of an assumption that will cost money is the 

replacement of a tile shower.  The line item price is listed as $714.32 for TIL SWR.  

Reading the definition identifies what this price includes. 

 

 

 

The definition includes most of the materials 

we would assume; tile, grout, thinset, etc; but 

it excludes two rather expensive parts of the 

job, the mortar bed or backer board and the 

shower pan.  There is a note that if a mortar 

bed or backer board is needed, use either TIL 

BMUD or TIL BCEM1/2. The typical price 

for the mortar bed for a 60 sf shower is 

$274.80 

 

 

 

 

 

 

The definition also excludes the shower pan, 

an item listed under the Plumbing Category.  

To the right is the definition for a shower 

pan under Plumbing, PLM SWRPAN: 
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There is a reason for these omissions.  Not all ceramic tiles are applied to a mortar bed or 

backer board.  Some applications such a countertop backsplash, glue directly to the 

finished drywall while ceramic floor tiles can be glued directly to a concrete floor.  There 

are also applications where the tiles on the walls of the shower need to be replaced but 

not the floor tiles or shower pan.  Phrasing the line items in this way prevents the 

insurance company from accidentally being billed for work that was not done.   

 

The typical price for a shower pan is $107.77.  Add this to the $274.80 for the mortar 

board and many contractors would leave $382.57 out of their estimate; work that was 

actually done but not billed. 

 

Before leaving this topic, what about detaching and resetting the shower fixtures?  It will 

have to be done.  PLM SWFAU pays another $101.46 to detach and reset the shower 

head, faucet handle and escutcheon plate. 

 

Now, instead of only receiving $714.32 to remove and replace a standard shower, there is 

a total for the general contractor of: 

 

Shower    $714.32 

Mortar Bed    $274.80 

Shower Pad    $107.77 

Faucet     $101.46 

Total  $1,198.35 

 

Also, does the shower door need to be replaced or is a pick up truck or dumpster 

necessary to remove the demolition debris?  At times, the list seems to be endless, but 

when the work is actually done and someone needs to be paid for doing it; not charging is 

one of the fastest ways to bankruptcy. 
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Understanding the Pricing Structure 
 

Components of a price - Most Line Item entries are based on unit costs, i.e., square 

foot, lineal foot, square yard, etc.  The price includes three basic components: labor, 

materials and equipment.  It is crucial to remember that if the description does not list an 

items or task, it is not included in the price. 

 

Labor –This is the time required to do a particular task with minimal clean up afterward.  

It is specific to the task at hand and is not inclusive of any other task.  As was mentioned 

earlier, limiting the scope of work is designed to prevent the insurance company from 

being billed for bundled tasks when only a part of the work was performed. 

 

Materials –They are those raw materials needed to complete the task.  Xactimate® 

automatically includes a percentage of waste within most of the line items.  One 

exception to this is floor coverings.  In these categories, either: 

 

1. Compute the actual amount needed with the traditional cut and fill 

method. 

2. Choose to have Xactimate® add a 15% waste factor to each related item. 

 

Equipment - Each unit priced line item allows for any specialized or rental equipment 

needed.  This is detailed in the illustration.  If it is not included, charge for it.                       

The required equipment can also be verified in the Summary Matrix Window under the 

Components Button.  Here is listed all the equipment, materials, and labor that are 

included in the estimate. 

 

Overburden - Each line item price also includes the additional costs incurred by the 

employer for an employee above and beyond wages.  These costs include: Social Security 

matching funds, Worker’s Compensation Fund, Unemployment Insurance, management 

and training meetings.  It also includes benefits such as: sick leave, vacation time, health 

insurance, etc.   

 

One overlooked portion of overburden and the only truly controllable cost is non-

productive time such as personal phone calls, breaks, travel and additional time required 

to work in a restoration environment.  Xactimate uses national averages for productive 

time during the work day.  This is the actual time where goods or services are being 

produced.  The figure used for productive time varies per trade, but the median is about 

five hours out of an eight hour day or 64%.  This means that 36% of the labor time 

allowed in the price list is to cover time where nothing is being produced.   

 

To see the amount of waste and non-productive time allowed by trade, select the 

Summary Matrix icon on the Main Page then select the Supporting Events icon.  This 

will list the various labor and material assumptions Xactimate® uses to determine the 

prices in the estimate. 
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It is a reality of doing business that no one can be productive 100% of the time, 

regardless of what the boss thinks of his own abilities; but increasing the productivity of 

the workers up to 80% - 85% will add greatly to the profitability of the company.  At the 

same time, this additional revenue should be shared with those who made it possible, 

thereby creating incentives for employees and subs to continue to be as effective and 

productive as possible.  Why would an employee choose to work more effectively if they 

will continue to be paid the same, or in some cases, less?   

 

Base Service Charges - One element of Xactimate that has been very confusing for 

both insurance adjusters and contractors alike is the introduction of Base Service 

Charges.  Historically, contractors charged a minimum price just to show up and perform 

a minimal amount of work.  It was usually calculated at one half a day’s wages and 

covered basic transportation and set up costs.  Recently, insurance companies felt that 

they were being unjustly charged for Trade Minimums.  Paying a three to four hour 

minimum for someone to show-up to a job and do 1/2 hour of work seemed excessive.  

To offset this, the Base Service Charge (BSC) was developed.   

 

The premise that a certain amount of driving and set up time are required to complete a 

job, whether it is five minutes or five hours, was accepted as a fact of the industry.  The 

standard of two hours per trade was set as the time usually needed for this, except for 

Drywall and Plaster which has four hours allowed because multiple trips are usually 

required.  They concluded that with two hours of mobilization time plus the actual line 

item amount, the insurance companies would pay less and contractors would be paid for 

what they did and nothing more. 

 

The BSC is computed in one of two different formats: Broken Out or Factored In.   

 

When the BSC is broken out, the line item includes only the labor and materials required 

for the specific task.  The two hour Base Service Charge is added as a separate line item 

appearing after the last room in the printed estimate. 

 

When the BSC is factored in, a small percentage for travel and set up is factored on to the 

individual unit costs.  There is no final tally or display in the estimate.  It is included in 

the price. 

 

Do not apply Base Service Charges to a Trade Minimum.  List the Trade Minimum for 

the work with the BSC factored in, or bill for the line items with the BSC broken out.  In 

spite of this, both can still be used in the same estimate.  An example would be of a DRY 

MN for a small patch in the corner of a ceiling of a large room.  Use the DRY minimum 

for the ceiling repair with the BSC factored in.  Then itemize the painting line items to 

paint and mask the two walls and the ceiling with the BSC broken out.  Always use the 

format that adequately covers the actual costs, but do not double bill. 

 

To determine the appropriate format of the BSC, examine the size of the project and the 

number of trips required to complete it.  For a job that will only require one trip per trade 

as in a small water loss, breaking out the BSC will cover the time needed.  If there is a 
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large fire that will require several days of cleaning, gutting most of the drywall and 

repainting the entire house; factoring in the BSC will likely be the best option because 

each trade will make several trips in order to complete the job.   

 

A basic rule of thumb:  

 Jobs less than $5,000 to $10,000 will pay more with the BSC broken out  

 Jobs greater than $5,000 to $10,000 will pay better if the BSC are factored in   

 

In a $100,000 water loss where the difference between factoring in and breaking out the 

BSC is $8,000, obviously it would be wiser to factor them in. 

 

To quickly check which method is best, press CTRL T to view the present total.  Then go 

to the Summary Window and change all the options to Factored in.  (Select the first item, 

hit ‘F’, then Enter and toggle down through the list to quickly change all of them.)  Press 

CTRL T again to view and compare the new total.  This will quickly reveal which 

method will bring the best return.  Use the same procedure, pressing ‘Y’ for Yes, to 

return the BSC to broken out. 

 

In reality, using Base Service Charges does not necessarily mean that the insurance 

company pays less, but it does insure that the contractor is adequately compensated.  The 

following example illustrates this conclusion. 

 

Water from a frozen hose bib damages the drywall on the ceiling and one outside wall of 

a basement bedroom that is 12’ x 12’ with an 8’ high ceiling.  There is no damage to the 

carpet.  After mitigation, repairs will require: 

  

 Three sheets of drywall, (96 sf),  

 Seal and paint the ceiling and one wall, (240 sf)  

 Replace 64 sf of batt insulation.   

 

The following table compares the insurance billing for the two methods. 

 

Using Minimums Using Base Service Charges 

Drywall Min $255.00 Drywall, 96 sf $116.16 

Paint Min $135.00 Seal & Paint, 240 sf $108.00 

Insulation $150.00 Mask ceiling/lf $40.96 

Subtotal $540.00 Mask floor/sf $15.84 

O&P $108.00 Insulation, 64 sf $40.32 

Total $648.00 Drywall BSC $150.24 

  Paint BSC $70.00 

  Insulation BSC $85.26 

  Subtotal $626.78 

  O&P $125.36 

  Total $752.14 

 

So, $752.14 - $648.00 = $104.14 or another 16% to be added to the profit margin. 



11 

 

A word of reality regarding Base Service Charges.  Because not everyone understands 

or agrees with BSC, many estimators receive conflicting signals from adjusters.  There is 

even one major insurance carrier that insists on paying the lower amount of broken out or 

factored in, defeating the intent of the program.  Others will never allow a contractor to 

break the BSC out, thinking it is just another arbitrary fee tacked on to gouge a little more 

money out of the insurance company.  On larger projects this is not an issue since the 

BSC will be factored into the costs and they are never identified in the estimate.   

 

If an estimator is unable to use BSC in estimating, they can compensate on the smaller 

jobs by factoring in and charging port to port on all labor costs and or adding a labor line 

item for non-included work such as obtaining materials and supplies.  Examples:  

 
DRY LAB – Labor to deliver and stock drywall in the house   
PNT LAB – Labor to create paint match 
FNC LAB – Labor to research and purchase matching baseboards and casing   

 

Most adjusters will accept these charges if itemized this way.  The refusal to accept Base 

Service Charges is usually company policy and not just an adjuster’s personal preference. 

 

 

Content Processing – Another area that is generally undercharged is content 

processing.  The easiest way for an estimator to bill a content cleaning project is to enter 

the labor hours and supplies used as listed on the work orders.  This time and materials 

method ensures that all the costs are covered and prevents the company from falling in 

the hole on the job, but using the easy way can leave a lot of money on the table. 

 

Xactimate® also has a content price list that contains several specific content related 

categories and is packed with hundreds of individual line items.  This is a separate list 

from the structural price list and many people do not realize it is available.  It is accessed 

by opening the Parameters Window and selecting the drop down arrow in the Price List 

field.  This will open up the Price List Window.  All the price lists in the data base are 

cataloged here.  Select the current list for use in all new estimates.  The down side to this 

process is that only one price list can be opened at a time.  After using the contents list, 

the procedure described above must be repeated to return to the structural list. 

 

Every time Xactimate® updates the price list, the old ones are not discarded, but saved in 

the data base.  The option remains to select the most current price list or revert to a 

previous one. Using an older price list might be required if an estimator has to reproduce 

an estimate from the past and needs to use the pricing that was current at the time of the 

loss. 

 

It is possible to merge the structural and contents price lists into one so the estimator does 

not have to keep jumping back and forth between lists since only one price list can be 

opened at a time.  Before doing this, one must first understand the naming process to 

identify and differentiate between the various types of lists. 
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The name of a price list provides information regarding its locale, software version and 

components.  A typical name for a price list is UTSL2S5A. 

 

UT - Refers to the State, in this case Utah 

SL - Refers to the City, or Salt Lake City 

2 - Refers to the version of Xactimate® in that calendar year 

S or C - Refers to either a structural or content estimate 

5 - Refers to the calendar year, 2005 

A - Refers to the quarter, A for first quarter, B for second quarter, etc. 

 

When combining lists, the new name can be modified to UTSL2B5A, with the ‘B’ 

representing ‘Both’ structure and content or it can be given a completely new name as in, 

UDK1-2006, with ‘1’ representing the quarter of the year. 

 

Xactimate® provides tick sheets that list items commonly encountered in pack-outs and 

cleaning.  Once employees develop a familiarity to these sheets, they can quickly 

inventory items by just entering the quantities rather than having to write a description as 

well.  This inventory can then be used by staff to quickly enter the items into the 

estimates because the tick sheets list the category and line item codes for each item, 

increasing the speed an estimate can be generated. 

 

 
 

When the content price list is used and the items are individually listed; the resulting 

revenue can be considerably more than billing for just the labor costs alone.  The 

following is the actual billing of on site contents cleaning from a fire.  There is a 

substantial difference in the money earned when a little extra time was taken to do the 

inventory rather than just billing by the hours. 
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Clean sofa - Light clean 8 LF $12.48 $99.84

Clean loveseat - plain fabric 5 LF $15.42 $77.10

Clean and deodorize pillow 4 EA $6.29 $25.16

Clean chair seat/back - plastic/vinyl 5 EA $11.78 $58.90

Clean chair seat - plastic/vinyl 5 EA $3.12 $15.60

Clean bookcase (per sf of face area) (2) 25 SF $0.78 $19.50

Clean bookcase contents (2) 58 LF $4.48 $259.84

Clean curio cabinet 1 EA $17.72 $17.72

Clean table - occasional 1 EA $7.11 $7.11

Clean television stand 1 EA $7.68 $7.68

Clean table - kitchen 1 EA $10.24 $10.24

Clean bed frame 1 EA $4.31 $4.31

Clean dresser - double 1 EA $17.82 $17.82

Clean headboard - double bed 1 EA $6.71 $6.71

Clean nightstand 1 EA $9.93 $9.93

Clean bric-a-brac - per medium box 1 EA $26.98 $26.98

Clean chair - rocking 2 EA $9.56 $19.12

Clean table lamp - gloss finish (no shade) 1 EA $9.73 $9.73

Clean blender 1 EA $4.32 $4.32

Clean dishwasher – port. interior & exterior 1 EA $15.32 $15.32

Clean refrigerator - interior and exterior 2 EA $24.06 $48.12

Clean lamp shade - cloth 1 EA $9.73 $9.73

Clean table lamp - gloss finish (no shade) 1 EA $9.73 $9.73

Clean bric-a-brac - per medium box 11 EA $26.98 $296.78

Clean wall hanging 11 EA $3.86 $42.46

Clean window drapery - cascades 20 SF $20.95 $419.00

Clean window drapery - short - unlined 32 PL $1.00 $32.00

Clean contents of shelving (kitchen cabinets) 17 LF $2.93 $49.81

Materials - packing boxes, general cleaner, etc 1 EA $286.54 $286.54

Contents Cleaning Technician - per hour - 2 tech 

4 hours - Help homeowner sort through contents 

and clothing

8 HR $24.18 $193.44

Sub-Total $2,100.54

O&P 20% $420.11

Grand Total $2,520.65

Same job but calculated by the hourly rate

Labor hours to clean and inventory contents 73.5 HR $24.18 $1,777.23

O&P 20% $355.45

Grand Total $2,132.68

Additional income from itemizing work 18% $387.97
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Using Macros 
 

Macros are pre-selected groupings of line items.  They are accessed from the Macro List 

under the Tools Tab on the Top Menu.  Select an appropriate macro and drop them into any 

room or combination of rooms in the estimate.  There are few factory set macros, but the 

program has the ability to create macros for any functions imaginable.  Descriptive notes 

can also be added as macros and can be quickly inserted into the estimate.   

 

Macros should be used for any operation that will be done multiple times.  It is much 

faster to drop in the macro and then modify the details or delete those items not used than 

it is to type in each line item.  Some estimators enter the macro into one room, modify it 

for the project and then copy and paste the adjusted line items into the other rooms that 

apply. 

 

The most important use of macros as it relates to this paper is that using macros in 

estimating prevents the estimator from missing important work that should and will be 

done, but not billed.  When macros are built to represent all the possible items associated 

with a task, they become a reminder of what should be done, reducing the risk of 

omissions. 

 

Examples of macros include this one for replacing an interior door: 

 

 
 

Here is another common macro for cleaning a bathroom from smoke damage: 
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Any items not applicable to the particular function are deleted or modified.  Listing all 

the tasks that could be done in a process creates a reminder that avoids unbilled work.  

 

An example of a line item note macro is a disclaimer like the one below, which could be 

a part of every mold estimate. 

 
Utah Disaster Kleenup highly recommends independent testing to assess conditions of 
the indoor fungal ecology. Testing is not included in this estimate. Additional labor, 
equipment, and materials charges may apply if testing is performed which identifies 
additional work required to restore normal fungal ecology. 

 

Some estimators have resisted using macros because of the time they perceive is required 

to generate them.  Anytime a series of tasks is generated that will be useful in the future, 

take the 10 minutes to modify it to fit general situations and save it as a macro.  It literally 

takes just a few minutes to save it and then it will be available, estimate after estimate.  

There is always the ability to modify or replace a macro that needs adjusting. 

 

A list of useful macros could include: 

 Phase 1 water cleanup 

 Phase 1 water cleanup - after hours 

 Phase 1 sewage 

 Phase 1 sewage - after hours 

 Phase 2 carpet - relay and clean 

 Mold remediation 

 Smoke clean up - general room 

 Smoke clean up - kitchen 

 Smoke clean up - bath 

 Asphalt shingle - demo & replacement 

 Swamp cooler replacement 

 Wallpaper replacement 

 Door replacement, including paint 

 Interior door 

 Exterior door 

 Bi-fold closet door 

 Bi-pass closet door 

 

In sketch, room macros can also be generated.  The ideal application for a sketch macro is 

when a contractor regularly does work in an office building, apartment or condo complex 

that has a few basic floor plans for all the units.  Once a macro is saved for each 

variation, the appropriate floor plan can be dropped into a new estimate in about five to 

ten seconds.  This is not only faster than re-drawing the sketch, but it also saves the time 

it would have taken to re-measure the unit in the field. 
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Items That Are Commonly Done and Not Billed For  
 

This section lists some typical items that are done by restoration contractors but not 

billed.  This is only a partial list but it gives an idea of where to look to ensure proper 

reimbursement for the work done. 

 

Extra trips – Most often these trips are for demolition, picking up and returning contents 

or delivering materials.  Work that was missed and needed a tech to return and complete, 

are costs that are not billable to the insurance.  Returning to remove wet drywall, take out 

wet carpets or handle contents are all legitimate and billable as additional trips. 

 

Pickup truck for debris removal – Unless a dumpster is placed on site, there should be 

charges for each pick-up truck load to remove the debris.  Nearly all line item definitions 

for demolition specify that it includes “disposing in an on site receptacle.”  This includes 

wet carpet and pad from the mitigation work.  Even if it is hauled back to the plant in the 

same vehicle the techs came in to do the flood work, they will still have to unload the 

debris into a dumpster and clean the truck upon returning to the plant.  This time is not 

included in any of the mitigation line items. 

 

Extra trip to set up, pick up and monitor equipment – Equipment rental is for the 

equipment only; it does not include the time to set up or retrieve it.  If it did, the 

insurance company would be paying a little each day for a technician to pick up a fan that 

was just sitting on the job site.  WTR EQ covers the cost to set up, take down and 

monitor equipment.  Use this line item to cover moisture testing for drying, refueling 

heaters or maintaining other pieces of equipment. 

 

Actual equipment rental – This oversight occurs most often with fans and dehumidifiers 

during mitigation.  There are some insurance companies who flatly state they only pay 

for three days of equipment rental.  Accurate drying logs are the answer here.  If written 

documentation exists of what the moisture levels were in the walls and in the air from the 

day of the loss to the day that it is dry, then it is possible to justify four, ten or thirty days 

of drying equipment.  To bill for additional days, document the date the equipment was 

set, the day the structure was dry and then charge for one or two days less; that way the 

adjuster has difficulty complaining about the deal they received.  Communication with 

the adjuster and documentation are the keys to billing for actual equipment usage when it 

exceeds normal expectations. 

 

Labor for drywall demo – Most of the line items include an option for removal and 

replacement of the drywall.  Often the amount allowed does not cover the actual costs of 

sending a demolition crew, removing the drywall, removing the nails or screws and 

cleaning up the site.  This is especially true when one crew is sent out to demo and a 

second crew is sent out to replace the drywall.  Look seriously at charging either for an 

additional minimum service call, billing the labor costs by the hour, port to port or using 

WTR DRYW for removal of the wet drywall.  There are also WTR demo items for 

ceiling tile, insulation and flooring that pay a higher rate.  If labor hours are used, it is 
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usually best to break up part of the time for demolition and use the balance for cleaning.  

Remember to include DMO PU to dispose of the debris. 

 

Detaching and resetting doors for carpet or painting – This is not a large line item by 

its self, however, annually, it becomes a sizable chunk of money left on the table.  The 

smaller the job, the more important it is.  Again, it is a part of the process and is not 

included in the larger line items. 

 

Materials and labor for temporary and permanent bracing for framing – Unless 

estimators are very experienced in framing buildings, large projects are best written from 

a detailed bid by a sub-contractor.  The prices for framing tend to be very tight and leave 

little room for error.  It is easy to under bid both the labor and material required, 

especially on larger jobs.  Often the extra time and materials needed to shore up or brace 

walls and flooring while the surrounding damaged material is removed and replaced, eats 

up the profits.   

 

Wallpaper – The actual process of wallpaper replacement consists of the following 

components: 

 

Removal of the wall paper – The first step in replacement. 

 

Additional time to remove non-strippable wallpaper – Some paper peels off 

easily, while others must be steamed or scrapped inch by inch to be removed.  

This line item compensates for the extra work. 

 

Prepping the wall – This covers the repair of any damage to the drywall caused 

by the removal.   

 

Sealing or sizing the walls prior to wallpaper – If there is any new material 

such as drywall, drywall mud or skimmed areas, the wall will have to be primed 

with a sealer or sizing.  This is required to prevent the glue from absorbing into 

the wallboard.  If this is not performed properly, the paper will either not adhere 

to the wall or the paper will not be removable in the future. 

 

Installing the new paper – This line item includes the labor, glue and paper only 

for the job. 

 

Installing borders – This is often an extra, but borders can be quite costly if not 

billed. 

 

A Side Note – When the wallpaper is adhered to the wall so well that removal is 

difficult, do not bother to remove it.  Tape any joints or imperfections, seal them 

and then either add the new paper over the top or paint the wall.  The best line 

item to use is DRY TEX++ over the total square footage of paper.  Use this line 

item as well for skimming the wall if necessary. 
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Roofing repairs – This is an estimator’s nemeses until it is carefully noted what roofers 

do to guarantee their product. 

 

Removal of roofing materials – This is not always a part of the job because 

often a new layer can be added over the existing.  Most building codes allow two 

to four layers of roofing material before removal is required. 

 

Additional layers – When there are multiple layers of shingles to remove, use 

this line item to compensate for the additional layers. 

 

Sheathing the roof – On older homes with cedar shakes, the shakes are nailed 

onto 1” x 6” slats that are attached horizontally across the rafters.  These slats are 

usually spaced 1” to 2” apart.  Many of these homes have an additional layer or 

layers of asphalt shingles applied over the cedar.  When damaged, the insurance 

company will only pay to remove all the existing layers of shingles and install one 

new layer equivalent to the top layer.  If the damage involves the removal of the 

multiple layers down to the slats, it will be necessary to add ½” sheathing of 

plywood or OSB over the entire roof before installing new asphalt shingles.  This 

is required because the space between the slats allows the new asphalt shingles to 

sag and become unsightly, as well as voiding the warrantee.  

 

Dumpster for disposal – Large projects may require more than one dumpster.  

The cost of a dumpster does not include the labor to fill it, only the fees for rental, 

delivery and removal. 

 

Replace shingles, with and without felt – If adding a new layer of shingles over 

the existing, felt may not be necessary, but new applications always require it.  

Usually a new roof is “dried in” with a layer of 15lb felt, but when the roofers 

install the new shingles weeks or months later, they may also add another layer to 

be sure there is a layer without holes.  This layer would also add an additional 

cost. 

 

Drip edge on roof – Roofers will always replace this for a quality job. 

 

Plumbing roof jacks or pipe jacks – These are about $20 per jack and a typical 

house will have three or four each. 

 

Step flashing – This occurs not only where a wall meets and proceeds above the 

roof, but around dormers, pop-outs, skylights and swamp coolers or any other 

protrusion through the roof material. 

 

Ridge cap – There will be a ridge cap on all roofs with the exception of some 

shed roofs.  Hip roofs also have four or more ridges running from the ridge down 

to the eaves. 
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Ice and water shield – This is required on all new installations.  Most codes 

specify that it must extend from the eave up the roof one to two feet beyond the 

inside edge of the exterior wall.  If the eve overhang is three feet or more, two 

rows will be needed to meet the code.  Many places also require ice and water 

shield in valleys and around any protrusion through the roof.  This is a very costly 

item and account for up to 10% - 20% of the cost of a new roof. 

 

Cleaning up job site – It takes a lot of labor to clean up the mess around the 

house or hang a drape from the eaves out into the yard to collect the debris from 

demolition.  Do not be afraid to add labor hours if necessary to keep the exterior 

of the house safe and uncluttered. 

 

Lanyards, harnesses and other safety gear – OSHA requires various levels of 

safety equipment for workers on a roof.  These vary from harnesses to fences 

around the bottom edge of the roof.  Most of these items are in the price list and 

are billable. 

 

High roofs – Additional costs in labor are needed for roofs that are two or more 

stories high.  RFG HIGH is the line item that accounts for this condition. 

 

Painting – This is another area that is commonly under estimated.  The line item for 

sealing and painting walls includes a typical amount of labor to detach and reset cover 

plates and mask light fixtures.  It allows for the masking/detach & resetting of one light 

fixture and five outlets/switches per typical bedroom.  If there are additional lights, 

switches or outlets, add a charge for each additional one.  This situation is commonly 

found in offices or upscale homes that have more light fixtures, spot lights or additional 

plugs and connectors for phones and computers.  Other painting items to consider are: 

 

Masking for paint – There are two general masking tasks: masking per lineal 

foot and masking per square foot.  Use the lineal foot measurement around the 

perimeter when painting just the ceiling or individual wall surfaces.  Whether 

masking or cutting in to the adjacent unpainted surface, additional labor is 

required.  This is especially true for multi-colors surfaces and different sheens 

found in higher quality homes.  Per square foot masking is primarily used for 

floor protection.  If there are carpet, wood or tile floors that will not be replaced, 

they should be masked for protection.  Also protect traffic areas outside the 

restoration environment with drop cloth runners. 

 

Detach and reset locksets for painting – The painter will either have to remove 

the lockset, mask them, take extra time to cut around them or clean the paint off 

after they are finished.  The same is true for hinges or other door accessories. 

 

Towel bars and tissue holders for painting or drywall removal – These must 

be dealt with for drywall, painting or paneling. 
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Ladder jacks for stairwells –Nearly all stairwells require a ladder and a plank to 

paint the wall or ceiling.  This is an extra that is not included in the price of 

painting of a normal 8 ft wall. 

 

High ceilings –Extra labor is required to hang drywall or paint a high wall or 

ceiling.  Scaffolding may also be required to reach the work area. 

 

Detaching and re-setting electrical outlets for paneling or drywall replacement – 

Although it was discussed earlier that painting includes a normal amount of light switch 

and cover plate detaching and resetting, there is nothing included in demolition for this.  

If removing paneling, drywall or other wall surfaces, be sure to bill for detaching and 

resetting all wall mounted components including lights, switches, outlets, phone jacks, 

door bells, smoke alarms, security system controls, etc. 

 

Embossing floors for vinyl installation – When the vinyl is just stained or has small 

tears or areas of damage but is still firmly attached to the sub-floor, removal is not always 

the most efficient option.  The existing floor can be embossed or skimmed with 

specialized products and the new floor laid over the old.  It is better to use FCV PREPE 

to do this rather than FCV PREP because the material for the embossing process is more 

expensive than typical floor fillers. 

 

Project coordinators – Large projects, those of $20,000 to $50,000 or more easily 

justify a line item for project coordination or supervision.  These projects actually require 

a supervisor on site for most or all of the time to track progress, schedule subs and 

materials, and guarantee the quality of the work.  Using LAB ADMIN and inserting the 

appropriate labor rate compensates for a coordinator.  Estimating time and meetings with 

owners or adjusters should not be included in this total.  Adjusters will argue that these 

expenses are part of the overhead and profit.   

 

Overhead and Profit on State Farm jobs – Those who are doing work for the State 

Farm Premier Service Program understand that O&P is generally not paid on replaced 

flooring when a Premier Flooring Contractor is used.  This standard was set because too 

many general contractors were turning the entire flooring job over to the flooring 

contractor and walking away.  State Farm felt that in these cases, the O&P was not earned 

by the general and instituted new guidelines. There are two exceptions to this rule but it 

will be necessary to document the reason O&P is justified. 

 

1. When flooring replacement is sandwiched between the General Contractor’s 

tasks.  If the general is doing any other work after the flooring is installed, i.e., 

installing baseboards over vinyl, moving content back in place, re-hanging doors, 

post construction cleaning or any item that requires coordinating the schedule of 

the flooring contractor, the general can be paid O&P on the flooring costs. 

 

2. When significant time and effort have been expended by the contractor to 

complete the flooring assignment.  This happens when: 
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a. Time and resources are spent helping the customer select flooring and the 

job then becomes a PSP assignment 

b. There are quality or warrantee issues with the installation of the flooring 

and the general is called in to correct the situation  

c. The customer is dependent and drags the general contractor along 

throughout the entire flooring process  

 

If any of these situations arise, document the events and discuss it with the adjuster.  

Payment may not be issued every time, but often enough to make it worth the effort. 

 

Post construction cleaning – On smaller jobs it may not be necessary, but larger jobs, it 

always needs to be done. 

 

This list could go on and on forever.  Realize that as the estimator becomes aware of 

these potential problems, they can examine their own estimating to ensure that they are 

properly billing for the work done. 

 

If an estimator is unsure about the scope of work needed to complete a trade, they should 

ask a reliable sub-contractor to examine an estimate and compare it to their own scope of 

work.  Sub-contractors are always eager for an estimator to learn how to accurately 

estimate their trade because when they learn to bid correctly, the sub-contractor will see 

greater profits on the jobs generated for them.  The next chapter explains how to 

capitalize on this principle. 
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Using Xactimate® to Get the Most from Sub-Contractors 
 

In order to run a larger shop or be able to expand and contract with the fluctuating 

demands in the restoration industry, it is necessary to use sub-contractors.  Quality subs 

that police themselves are the greatest asset a restoration contractor can have.  They can 

be the eyes and ears on the job, reducing the time the estimator must spend on site and 

increasing profitability. 

 

Before discussing how Xactimate® can generate more money from sub-contractors, it is 

important to choose the correct contractors.  For a sub-contractor to be the most cost 

effective in the restoration industry, they need to fit the following criteria: 

1. They should not have a large office or plant.  They will work out of their home, 

but not out of the trunk of their car. 

2. They should not have a secretary or accountant unless it is a family member or 

part time employee. 

3. They need to be a craftsman and do the work themselves.  It is okay to have a 

small number of employees, but usually not more than four or five. 

4. They should not drive the biggest and newest extended-cab pick-up truck. 

5. It is preferable that they be over 30 years of age and/or married. 

 

There is a good reason contractors should have a home office and or a family member 

doing their paperwork.  Having a large facility and many employees creates greater 

overhead and more direct costs.  Those who work on a smaller scale have fewer expenses 

and will be able to work comfortably with the pricing Xactimate® can offer and still 

realize a bigger take home check than those with larger operations. 

 

It is possible to use big contractors or those who drive mammoth, extended-cab trucks, 

but their pricing will be higher to cover the cost of their overhead, reducing the restorer’s 

margins.  These owners also spend all their time running their crews and generally have 

neither the time nor skill to hang drywall, paint walls or lay carpet.  They are managers, 

not producers.  The estimator is being paid by the insurance company to oversee the job 

so there generally is not enough money to pay the sub a management fee too. 

 

Smaller companies are more likely to have craftsmen that will control the quality of the 

work, because they do it themselves.  Those who are older generally have more 

experience to draw from enabling them to integrate better with other trades and provide 

superior service.  Ideal candidates are those who have tried to be contractors, but found 

that even though they have great skill as a craftsman, they are not adept at running a 

business.  These individuals are very willing let someone else handle the estimating and 

paper work so they can spend their time producing a quality product.   

 

Younger owners with great skills and lofty ambitions always expand their companies to 

maximize their own profits and eventually price themselves out of the restoration market 

or become the competition.  This leaves the estimator constantly looking for new 

contractors rather than estimating and managing the jobs they have. 
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Once armed with competent sub-contractors, Xactimate® can help a restorer maximize 

their time and profits.  Unless sub-contractors are making enough money to keep momma 

happy at home, they will always be looking for something else that will pay more.  

Making them profitable and happy is a key to continued success as an estimator. 

 

Pricing – Negotiate an agreed percentage of the line item and Base Service Charges 

with the contractors before they are signed up with your company.  Explain what BSC are 

and how they are computed.  The following table should help in deciding what 

percentage should be used. 

Paying 80% of the line items leaves a 33% markup after O&P. 

Paying 75% of the line items leaves a 37.5% markup after O&P. 

Paying 72% of the line items leaves a 40% markup after O&P. 

 

Using this formula, sub-contractors usually net more than if they bid the job themselves.  

Paying with a percentage encourages the sub-contractors to work more efficiently in 

order to make more money.  Call backs or re-servicing should be included with this price.   

 

Scoping the job – As previously mentioned, most of the contractors that fit the skill 

set needed as a craftsman are not always as skilled with paper work or bidding.  

Estimating is a skill of its own.  When subs are looking at jobs and writing estimates, 

they are not producing billable work.  It is generally a waste of their time to visit the job 

site and submit a bid.  The estimator has already seen the job and knows what needs to be 

done.  An estimate should already have been written and can easily be factored and sent 

to the sub-contractor as their work order.  This not only tells the sub the price for the job, 

but also details the work to be done.  Complex jobs, time and material projects, as well as 

trades that an estimator has little or no expertise in, are obvious exceptions. 

 

Creating a percentage based work order – This is easily done by opening the 

Project Smart List Window, duplicating the estimate and changing the name of this new 

estimate to reflect the trade or sub-contractor doing the work.  Adding a suffix, such as 

CAMPBELL-DRY or CAMPBELL-PNT, etc., keeps all the estimates for the job 

clustered in the same location in the Project Smart List for easy reference. 

 

After opening this new estimate: 

 Go to either the Summary Window or the Estimate Items Window and the delete 

all the items the sub-contractor will not be doing.  This leaves the scope of work 

to be done.   

 From the Estimate Items Window, highlight all the grouping items in the 

Grouping Window on the left side of the screen.   

 Click Edit in the Top Menu bar and select Factoring from the drop down menu.   

 Factor the line item prices by the percentage rate, (i.e., 80%, 75%, etc.,) and 

remove the Overhead & Profit, then click OK.  

 Open the Summary Window and select the Base Service Charges button. 

 In the BSC hours column, replace the hours with the factored hours, (i.e., for 

75%, change 1 hour to .75 hours, 2.00 hours to 1.50 hours, etc.) 
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Now check the Print View of the estimate and examine the work order with the scope of 

work to be done and the price to be paid to the sub-contractor.  This can easily be faxed 

or emailed. 

 

The State Farm Profile does not have the factoring option.   

 After deleting the unrelated line items, the O&P is removed using Global Changes 

in the Edit menu rather than Factoring.   

 To determine the line item price, run the labor report on the work order.  Multiply 

the Summary Sheet total by the agreed factor.  This will generate the total to be 

paid for the job.  Factoring the individual line items of the estimate reduces the 

labor rates dis-proportionately and at times, will even create negative labor rates 

on the labor report.   

 Base Service Charges are modified in the Summary Window as described above. 

 

Although this seems to be a long series of complicated steps to create a work order, after 

a little experience, it will take five to ten minutes to create a work order for a $10,000 

job.  This is much, much faster than typing up a new estimate from scratch or meeting the 

sub on site to explain what needs to be done. 

 

It is easy for the sub-contractor to bill the general directly from this work order when the 

job is completed.  They can also subtract the items they did not do or add in additional 

items that were required.  This enables the estimator, to credit or supplement items to the 

insurance company or owner as needed.   

 

Knowing this information before the final billing avoids the embarrassing position of 

having the owner or adjuster question charges for work the owner did or work that was 

never done at all.  Adjusting these items before the final settlement is a great way to 

increase the credibility of the restoration company and ensure that all the work is billed 

that was completed. 

 

Advantages for a sub-contractor – There are several good reasons that sub-

contractors respond to this arrangement. 

1. No marketing required; jobs are sent directly to them 

2. Very little non-productive time for extra trips or estimating 

3. The scope of work and list of materials is provided for them 

4. They know what is expected, who to contact and what they should bill 

5. They are paid for all the work they do, most of their risk is removed 

6. Finally, the sub-contractors take more ownership of the job because they share in 

the profits; greater efficiently equals more money 

 

Modifying Xactimate® estimates to use as work orders will save time and headaches.  

The estimator can also print out a Production Report for in-house employees.  It lists the 

scope of work, quantities of materials and the labor units required to complete the job.  

Each labor unit equals five minutes so there are twelve labor units per hour.  Using the 

production report is good for employees because then they also know exactly what is 

expected, the materials required and how long it should take them to complete the task. 
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Conclusion 
 

Xactimate® is a good tool for an estimator to intelligently estimate repairs from flood, 

wind and fire damage.  It is no different than a saw, a hammer or a drill.  Maintaining a 

quality tool with sharp blades or bits enables one to work faster, cleaner and produce a 

better product. 

 

The key to success in estimating is accurately accounting for the work to be done by 

understanding the actual scope of work and knowing the details included in each line 

item.   

 

As an estimator learns and understands the different facets of this program, they can 

successfully use this software to increase their efficiency and profits.  These are 

suggestions only and the details may need to be modified for different areas and specific 

types of restoration, but the principles of knowing what each line item contains and 

billing for the work done, never changes and will bring success. 
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Definition of Terms  
 

Apply BSC – An option to have the Base Service Charges removed from the line items 

and itemized at the end of the estimate.  They will also appear as a line item in the 

Category Summary. 

 

Base Service Charge – Cost for mobilization of a crew including: loading equipment, 

picking up materials, driving to job site within working area, discussing scope of work 

with owner, and setting up and taking down basic equipment such as: power cords, saws, 

compressors, etc.  Two hours per trade is allowed except for Drywall and Plaster which 

has 4 hours allowed because multiple trips are usually required.  Base Service Charges 

are used instead of Minimum Service Charges. 

 

Category – Trade groupings such as: Drywall, Paint, Framing, Plumbing, etc.  There are 

multiple Line Items under each Category 

 

Category Summary – Summary by category that can appear at the end of an estimate. 

 

Definition or View Illustration – Enumeration of the included and excluded items used 

to determine the price of each Line Item.  Usually includes an example photo. 

 

Equipment – Specialized or trade related equipment used in a project.  Unit priced line 

items include a charge for typical equipment needed for the task. 

 

F5 – Function key to open up the detail window of the Categories or Line Items. 

 

F8 – Function key to open the View Illustration or Definitions window of the highlighted 

line item. 

 

Factor in to Unit Costs – An option to not have the Base Services Charges itemized 

separately, but added to the unit costs of the line item.  These amounts are not separated 

out in the Category Summary. 

 

Item Pad – The line item input window located on the right side of the Estimate Items 

Window.  This is used to input information into the estimate. 

 

Labor – The time required by a technician to complete a task.  Unit pricing includes 

overburden. 

 

Line Item - Individual entries for specific tasks within a Category. 

 

Macros – Pre-set groupings of line items for the Estimate Items Window or modules of 

rooms for use in Sketch.  Macros are designed for situations where the same information 

is entered again and again. 
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Materials – The raw materials required to complete a task, such as: drywall, lumber, 

paint, etc. 

 

Minimum Service Charge – Minimum charge by trade for small jobs.  Usually contains 

3 hours of labor and a small amount of materials.  This is used instead of the Base 

Service Charges on small projects. 

 

Overburden – The additional costs incurred by the employer for an employee above 

wages.  These costs include: Social Security matching funds, Worker’s Compensation, 

management and training meetings, and benefits, such as; sick leave, vacation time, 

health insurance, etc.  Xactimate® also includes non-productive time such as: personal 

phone calls, breaks, and additional time required to work in a restoration environment. 

 

O&P – See Overhead and also Profit 

 

Overhead – Amount allowed by the insurance companies to a general contractor for 

management services and added to the cost to cover general operating expenses that can 

not be specifically listed in an estimate.  These include building expenses, utilities, phone 

service, accounting, advertising, etc.  The amount allowed is usually 10% of the project 

subtotal. 

 

Profit – Amount allowed by the insurance companies to a general contractor for 

management services and added to the estimate for incentive.  The amount allowed is 

usually 10% of the project subtotal. 

 

Profit Margin – Actual net profit or net income as computed by subtracting the actual 

job costs from the gross income. 

 

View Illustration or Definition – Enumeration of the included and excluded items used 

to determine the price of each Line Item.  Usually includes an example photo. 
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