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Like an unexpected guest

e

knocking on the door, an
extraordinarily low bid on a
contracting job can signify
good news but can also mean
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turbulence ahead for the
community association.

“1 hate low bids. I hate them with a passion because it
puts the board and the manager in a very bad position,”
says Paul Carrier, senior property manager at Evergreen

Management of Bedford, Gilford, and
Srratham, New Hampshire. “Tr purs the
board in a position of being tempted
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to take the low bid. And it puts

the manager in the position of

knowing he’s going to have

it
""""‘:".:l-.l"‘ L

YoLEL2588 M3

to deal with these peaple
[low bidders] and their
potential lack of sartisfac-
tory performance if the
board selects them,” says
Carrier, repeating a commonly
+  held manager belicf.
While not every low bid trans-
lates to sub-par work by any means, and
problems can certainly arise with higher-level
'_ _::.. ¢ bidders, a lowball bid can present community
associations with a dilemma.
Should they discard the bid as too low and indicative
of shaddy work? Or is it too much of a bargain to pass by?
‘The answers are as varied as the variety of low bidders, who
range from newcomers angling for first contracts, to a very few
shady operators, to solid wradesmen lacking good business sense and

cstimating skills,
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“I've seen contractors so dismga-

nized they never send out a bill,” says
engineer Ralph Noblin of Noblin &
Associates, LC, Consulring Engineers
of Braintree, Massachusetrs. “He's
swinging a hammer by day and by
night he’s trying to send bills out.
Theres a lor to the
construction busi-

ness from the busi-

lot of contractors
who have these
skills—roof ng or
carpentry—don't
necessarily mmanslate
into a successful business if they're
lacking in business skills.”

Painting Plus president and owner
T.G. Hall says he has run into inex-
Pt'l'.itﬂl'.rd COntracors :;l.ﬁ:cr th{:}' ].'.I.E.'l"l:
undetbid him on a job and later not
done so well. "We've lost bids to peo-
ple who have lowballed, and I talked
to them afterward and they said they
didn't make money on the job,” says
Hall, whose hirm services southern
New England. “What happens is

14® New Enciann Conposinium 8 Apl 2005

everybody wants to get the job. An

inexperienced company especially will

go in and do everything they can to
get the job. Then whart happens is,

[when] it’s time to actually do the job

and charge the client money, you can't
rge Y2

change thar, you cant go back and

Lowhall bids generally result from

nes sundpoine. A QUG joh Specifications, inexperience

on the part of the contractor, or
intentional underbidding.

say ‘It's going to cost more, so youTe
obligated to do the job for a certain
amount DF I'I'.IDI'I-I:.'}".”

The end result of a low bid can

often be pressure to cut corners, says

Hall. "I you're the lowball guy who's
just trying to get the job, you're going
to be under a lot of pressure. You're
going to be saying, “Wow. I underes-
timated the job! What am [ going 1o
do? Well, I'm going to have to find 2
way to do it more quickly.” I'm not

saying that someone’s going to do
something intentionally wrong or
illegal, burt the crew, in their minds,
will say, "We've got to do everything
to get this job finished, it’s way over
budget. Whatever we can do to help
this along—maybe not a full second
coat [of paint].’ There
is that pressure.”

Hall says he has
been handed the task
IJ.I:- (:lf‘d[l—l.lp I:I.I.lt:]-" ﬂ.Ft-l'_‘r
a lowball bidder has
previously worked at
a condominium. He
has deale with prema-
ture paint failure and rotting wood,
both consequences of shoddy work.
In addition to paying extra costs to
rectify poor quality work, Hall says
condominiums have also been rhrown
off their painting schedules, which are
based on doing a certain number af
buildings cach year.

Property Manager Stephen
DiNocco, president of Affinity Realty
& Property Management, LLC, of
Boston, says lowball bids generally



result from vague job specifications

(in which bids compare apples to
unmgcs]l, inexperience on the part
of the contractor, or intentional
underbidding.

This third instance is “somebody
whao really needs the work and
intentionally underbids the job in
such a way that they can hit you later
with add-ons,” says DilNoceo, Com-
mon add-ons, says DilNocco, include
claims the construcrion site needs
upgradcﬁ, passing on nfpcrnlit fees, or
“unforeseen conditions.” “For exam-
ple,” he says, “they could deliberately
underestimate the number of hoard
feet needed for replacement siding.”

When DiNoceo gets a low bid, he
calls the contractor and asks, “Does
this include everything? Whart are
you going o do about this? What
about thar?” After talking with the
contractor, DilNocco says he makes
a decision on whether or not the
job can be done for the amount of
money quoted. “If you were putting
landscaping out to bid and someone
came back with $100 a week, and you

know it’s going to take four guys a day
[over the course of a week] 1o do ir,
then you know he can't do it for that
price and survive. | would say he'’s not
a qualified bidder, and T wouldn't give
him the job.”

DiNoceo, however, doesnt auto-
matically throw out unusually high
or low bids and says there could be a
legitimate reason for them. “If [ want
to save time, | could just discard the
low and high bids. But maybe the
high bidder knows somerthing the
others don't, and the low bidder has
a method that the others don't. So ir's
impartant that you contact the guys
and find out what's really going on.” *

Moblin also doesn't believe that a
low bid should be necessarily thrown
ourt and sometimes questions con-
tractors who complain about their
]uwr:r-—priccd comperirion. When
his firm puts out specs for a job that
should cost $300,000, Noblin says
he sometimes ger bids running from
$290,000 o $600,000. *Guess whar?
The guy who bid $600,000 shouldn’
be [complaining] about the guy who

bid $280,000. If $300,000 was a fair
price, then maybe $280,000 is a bit
low, but $600,000 is way high.”

The reason for the discrepancy,
says Noblin, is thar some conrrac-
tors arc putting in high bids to take
advantage of a hot real estate market
and shortage of construction capacity.
“A lot of contractors would look ar a
residential project in Framingham and
say ‘| can probably make money if [
do the job for $300,000. But [ don't
want to just make money. I want to
capitalize on the supply and demand
in the marketplace now,” says Noblin.
“You're seeing bids come in that don't
make sense when you do all the math,
bur—rthe big but is—that it’s very
similar to the [overheared] real estare
market.”

Carrier says he deals with low bids
by inviting only pre-qualified vendors
that have a track record, and with
whom he has a comfort margin ro bid
on jobs,

Pre-qualifying the vendors, says
Carricr, makes a board’s job of select-

ing among, ditferene bids much easicr.
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“If you were able to pre-qualify a
number of vendots, then the lowest
bid would be the appropriate bid, as
long as the low bid was not so out

of place that it created an issue of
concern. If they're all within a small
or very tight percentage of deviarion,
then you should be
comfortable with
the low bidder,”
says Carrier. “The
old theory—you
get four propos-
als, one’s extremely
low, the other’s extremely high, so

you toss those two out, and the two
guys in the middle are the ones in
contention—doesn't always work our.
It shouldn’t work if you've properly
pre-qualified the vendors first.”

When dealing with contractors, low
bids or nor, Carrier says he protects
his associations by aveoiding any up-
front payments and following the
golden rule. "My theory is the golden
rule, and the golden rule is, ‘As long
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as I have the gold, 1 rule.” So as long
as the contractor is not ahead of me
[in drawing more money than work
completed], basically I'm in control,”
says Carrier. “You always want them
to provide the service before you

provide the payment, if you can.” In

Nohlin advises condominiums
to carefully check for insurance
certificates hefore the joh starts.

some instances, says Carrier, it is even
prudent to hold money back after
the job is finished, like a 10 percent
holdback for undiscovered damage on
suow removal contracts.

In addirien to holding money
back, Carrier always does a thorough
inspection of the work shortly after it's
completed.

MNoblin advises condominiums to
carefully check for insurance cerrifi-

cates before the job stares. “There’s a

lot of flar our fraud, [and] there are
many certificates of insurance that are
bogus,” says Noblin. To prevent fraud,
Moblin advises communities to “go
right to the company thats issuing it
[the certificare], whether it be Allstate
or whomever,”

MNoblin also advises
condominiums ro
solicit bids far in
advance so they can
have time to scru-
tinize the hid, the
contractor, and his
references. “If it’s quite a bit lower, I
would ask for a breakdown, even if it’s
justa labor and marerials breakdown.
‘That should ht:lp you determine if ic’s
really too low or the other guys are
too high. [ wouldn't discount it our of
hand, I've seen jobs differ 100 percent
where we make the specifications.”

Carrier says some low bids he
TCCeIves are FFDIT] CONtracrors lr}'ing o
get into a property with p|:1ns to later
increase their fees. Even though it
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represents an initial savings, Carrier
says irs notr desirable in the long run
because it creares an unrealistic ex-
pectation that the service will always
be budgeted low. *You tend to gera
vendor who fits your budget rather
than one who fits the true needs of
the communiry.”

The best arrangement for both the
vendor and community is to estab-
lish a fee thac is fair for both parries,
says Carrier. “It’s o the advantage of
the COmMmUAILy to have a relation-
ship with a vendor where the services
they get are at the level they desire
and still allow the vendor to make
a decent profit off of the contract.
He [should be| able to provide the
services comfortably without a lor of
argument, without a lor of enforce-
ment. Once you've established a
relationship like thar, its a very safe

fcclin;_{ for cvcr}rnnc.” ﬁ
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Certified Public Accountants

Areas of expertise in Condominiums ® Cooperatives & Timeshare
ALL COMMON INTEREST DEVELOPMENTS :
R

Tax Returns = Business Planning
Accounting = Computer Consulting
Tax Audit Representagion

Call David A. Levy for a complimentary review

of yuur flnanclal needs 1-300-346 5132
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Member AICPA , CAINE

www.dalcpapc.net

Providing a full range of water services '
to meet your specific needs. |

Call Pennichuck feeili .
for & no-obligation
cansultation about
your water system
PENNICHUCK at b03-882-51491
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ar 800-553-5195
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