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How to Establish and Develop a Contractor Business

I.   Business Registration and Tax Liabilitytc  \f D  \l 4 "I.      Business Registration and Tax Liability"
Trade Name and Ownership - Types of Business Entity

(1)  Sole Proprietorship:  Individuals doing business as (DBA) _ trade name

            An assumed name registered at a county office

(2)  Corporation:        A typical business entity, a C-corporation,
            or a S-corporation, generally for small business

(3)  General Partnership

(4)  Limited Liability Partnership

(5)  Limited Liability Company

License and Tax Identification Number (Tax ID)

Social Security Number 

Employer Identification Number (EIN)

Sales Tax Permit

License related to a profession and/or specific business

Tax Liability

Federal income tax

Employment and unemployment tax, federal

Unemployment tax, state

Sales tax

Property tax

Corporation Franchise tax 

Tax related to specific business

II.    Certification as a minority vendor
      1.   Definitions

           DBE - Disadvantaged Business Enterprise

           HUB - Historically Underutilized Business

           MBE - Minority Business Enterprise

           WBE - Women Business Enterprise

           SDB  -  Small Disadvantaged Business

      2.   Contractors

          Prime - Prime contractor

          Sub – Subcontractor; Sub consultant
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      3.   Services or products
           Professional services - Services related to specific professions such as
           engineers, architects, scientists, business professionals, etc.

           Construction services - Services related to construction 

           Commodity services - Services related to the supply of commodities

           RFQ – Request for qualification (for specific professionals); request for 
                 quotation (quotation here is a bid)
           RFP – Request for proposal

           IFB – Invitation for bid
      4.   City of Austin (COA) program

          MBE/WBE

          DBE

          COA using MBE/WBE certifications

          Federal fund (often related to transportation) using DBE certifications

      5.   State of Texas program (COA certification is generally recognized by HUB)

          Statewide HUB program for state agencies and state universities
      6.   Texas Department of Transportation (TxDot)

A.  Pre-qualification for engineering and architectural professionals
B.  Pre-certification for construction-related contractors
      7.   Programs of federal government agencies

           SDB (currently eliminated) 
           8(a)BD

      8.   Certification or registration as vendors for private industries

      9.   Advantages of certification

          Receive procurement information from various entities.

          Place business in various databases for minority vendors.               

          Obtain better opportunity as a subcontractor.

          Gain referral and networking opportunities. 
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III. Establishment and Development of A Businesstc  \f D  \l 4 "III. Establishment and Development of A Business"
     1.   Preparations

          Initiation

A.  Business ideas

B.  Evaluation of ideas

C.  Consideration of training and experience

          Business plan

A.  Business goals and key objectives

B.  Description of business

          C.  Market evaluation                   

          D.  Personnel and specialties

          E.  Services to be provided

          F.  Financial data and balance sheet 

          Identification and organization of resources

          A.  Office/business location

          B.  Tools and equipment

          C.  Talents and structure

          D.  Finance and/or balance sheet

          E.  Connections or database of contacts

          F.  Registrations and certifications

      2.   Marketing business

          Business brochure

A.  Mission statement

B.  Scope of business

C.  Management team

D.  Description of specialties and services

E.  Contact information including web site and email address

          Networking and communications

A.  Contact service providers.

B.  Visit offices of diversity programs.

C.  Obtain certifications (to be included in the database of vendor lists).

D.  Communicate with prime contractors for projects participation.

E.  Attend networking and procurement events.

          F.  Establish database of contacts where business and referral information

 can be secured.

          G.  Use of internet for data and contacts
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The Procurement Processtc  \f D  \l 1 "The Procurement Process"
Procurement hereafter refers to a purchasing and contracting process.  Each buyer, agency, or industry has its own procurement process.  Nevertheless, this process is often similar from entity to entity.  Some entities have a minority business enterprise program to promote the business of minority vendors.  As an example, the City of Austin (COA) has MBE/WBE and DBE programs for its purchases.  The intent of this program is to promote MBE/WBE participation in the City’s procurement and to ensure them an equal opportunity to compete for City contracts.  The City establishes annual goals of MBE/WBE participation for different categories of procurement. 

Categories of procurement
1.  An Invitation for bid process (IFB) applies to the purchase of commodities or construction-related services.  Vendors submit a sealed bid and other required documents to compete.

2.  Request for proposal (RFP) process is the purchase of professional services such as the implementation of a quality management program or a computer software system, etc.  Vendors submit a document of proposal in response to the RFP. 

3.  Request for qualification (RFG) process specifically applies to engineering, architectural, and other licensed professional services.  Vendors submit a document of interest and qualification in response to the RFQ.

Not all of the entities use the same terminology for a procurement process.  For example, “request for qualification” can be confused with “request for quotation or proposal.”  Nevertheless, the procurement process can generally be classified into these categories.

Procedure for a bidding process
1.    Notice of invitation or request:  The purchaser generally makes efforts to notify vendors using a database or vendor list.  It may not be put out as a public notice in a newspaper under certain conditions.

2.    Specification of request:  A request provides a detailed specification concerning the project, the required service, and other requirements such as bonding, MBE/WBE    program compliance, experience of vendor, etc.  Vendors can approach the purchasing office or project manager to acquire details for the specification.

3.  Pre-bid or pre-proposal conference:  The purchaser generally sponsor a pre-bid or 

    pre-proposal conference to dissimilate information and respond to questions or  

    concerns for the project.

4. Preparation of bid or document:  Vendors collect data, organize team, and prepare  quote or a document to respond to a request.  For bid, a contractor mostly needs to review construction plans and report prepared by a contracted engineer or architect for cost estimate.
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5.    Selection of contractor:  For a bid, the selection depends on the bidding price or the best value in some cases.  In any event, the bidder shall comply with the specifications of the requested products or services.  As to the RFP or RFQ, there is usually a selection committee who makes the recommendation.  The final decision depends on the top administration, or the City Council in the case of a purchase by the COA.  

6.  Negotiation of contract:  A selected vendor has to negotiate with the purchasing 

    personnel concerning the price, scope, and terms of the project, and enters a contract  with the purchaser to begin its service.

Process of a proposal for professional services

1.    Request for proposal (RFP)

        A.  Notice of request

        B.  Pre-proposal conference

        C.  Specifications and/or detailed requirements for proposal

2.    Submission, evaluation, and approval of proposal

        A.  Participations of minority vendors such as MBE/WBE, as required

        B.  Description of approach for project

        C.  Presentation of past projects and/or experience

        D.  Submission and subsequent evaluation of proposal 

        E.  Negotiation process if proposal being selected.
Process of a request for qualification for services of engineers, architects, accountants, etc 

1.     Request for qualification      

        A.  Notice of request

        B.  Pre-submission conference

        C.  Project description

2.     Submission of qualification

        A.  Participation of minority vendors, MBE/WBE, etc.

        B.  Description of qualification and approach, if necessary

        C.  Submission and evaluation of qualification

        D.  Negotiation process if qualification being selected.
Page 5

List of information and resources for Contractors –

MBE/WBE/DBE and other related businesses or individuals

1. City of Austin Small and Minority Business Resources Department (SMBR)

(1)  MBE/WBE/DBE program and compliance

(2)  Minority certifications

(3)  Project managers for contracts

(4)  Plan Room services

2. City of Austin Purchasing Office

      (1)  Vendor registration system (VSS system - Advantage Vendor Self Services)

      (2)  Source Guide booklet
(3)  Purchasing information and/or specifications
(4)  Project managers for purchasing and contracts

3. City of Austin Small Business Development Program (SBDP)

     (1)  Business development information
     (2)  Business events and training sessions

  (3)  Information technology facilities
4. Website of ACTA -- www.acta-austin.com
5. ACTA publication

(1)  Asian Reference Guide for Contractors and Industries

(2)  Documents of Asian language translations for procurement

6. ACTA Plan Room services

(1)  Source of construction plans and reports

(2)  Distribution of project and event information

(3)  Referrals of Asian contractors to prime and purchasing agents

      (4)  Consultation on technical issues and minority certification
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Plan reading, Cost Estimate, and Value Engineering

(Part I)

1.  Plan reading

  Topography maps

  Site plans

  Building, remodeling, or structural plans

  Mechanical plans; plan view and details

  Electrical plans; plan view, details, and calculations

  Plumbing plans; plan view and vertical view

  Type of lines

  Types of symbols

  Nomenclature
  Specifications

  Examples:  Construction plans for specific projects

2.  Cost estimates

 Types of construction; residential, commercial, and industrial

 Types of structures; masonry, concrete, steel, or wood frame

 Components of structure or building

 Quantity of individual elements
 Unit cost, labor; per length, area, or element

 Unit cost, materials; types and qualities of materials

 Cost of planning, construction, scheduling, and overhead

 Area modification factors

 Cost historical index

 Costs of insurance, bonding, and work comp

3.  Value Engineering tc  \f D  \l 1 "3.     Value Engineering "
    (1)   Pay applications is associated with cost control of a construction project. 
         The schedule of values defines the objectives of pay applications.

    (2)   The above explanation refers to value engineering.  The objective of
          construction management is to achieve a maximum value for every
          expenditure.

    (3)   In addition to plan reading and cost estimating, a contractor should have
          adequate knowledge in evaluating values against pay applications.

    (4)   A contractor must have a plan and schedule for project management.  This

         management process is to achieve the best project value with a minimum cost.

    (5)   Technical assistance is a necessity for a planned process in value engineering.  
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       A Brief on Technical Requirements for Participation in 

Bidding or Proposal Submission
(Part II)

In order to submit a bid or proposal to the purchasing office or to a prime bidder who asks for sub’s participation, the subcontractor should have technical knowledge as briefly described below.

1.  Be able to read and understand civil and architectural drawings or plans associated

    with the project, such as:

    (1)  Site plans including topography map, project location, drainage, utility,

    landscaping, and erosion and sedimentation control plans. 

(2)  Building, remodeling, or structural plans consisting of a plan view for the

     structure, detailed structural drawing, and schedules of building items
     (schedule refers to information of a similar group of items such as the group

     of doors, windows, or room finishes)

(3)  Mechanical plans presenting various mechanical systems; drawings generally

     including a plan view of the system, the elevations, and the details for
     installation..

(4)   Electrical drawings showing various electrical and communication

  Systems; drawing generally including a plan view, the elevations and

  details, and the load calculations.

(5)   Plumbing plans providing a plan view, the schedules, and the elevations and
(6)   details for the piping systems.

(7)   Nomenclature, types of lines, and commonly used symbols being key
     elements for plan reading or drawing.

(8)   Specification describing requirements accompanying the drawings; It

          providing general requirements, and the detailed requirements for different
          types of work and materials.

2.  Be able to estimate costs associated with all elements specified in the plans or

    drawings of the project.  Costs are generally associated with the following:

(1)   Types of construction, residential, commercial, or industrial.

(2)   Types of structure, masonry, concrete, steel, or wood frame structure (cost

     data often available in building cost reference books). 

(3)   Various elements of the structure or building.

(4)   Quantity of an individual element.

(5)   Unit cost representing cost per labor; or quantity (length, area, or volume).

(6)   Cost depending on unit cost, and types and quantities of materials.

(7)   Evaluating overall costs of planning, construction, scheduling, and the

 overhead expenses.

(8)   Considering area modification factors and cost historical indices.

(9)   Including costs of insurance, bonding, and work comp.
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3   Be able to understand and respond to a bid or proposal

    (1)   Reception of bid or proposal information through various means.

(2)   Participation in pre-bid or proposal conference.

(3)   Securing detailed information from purchasing office or a project officer. 

(4)   Reading plans in detail and evaluating cost for each element.

(5)   Consideration of bidding requirements Including costs, financial, and degree
     of difficulty in submitting a bid.

(6)   Be able to understand value engineering and consider cost efficiency.

(6)   Bidding or proposal submission before the deadline. 

(7)   Bid as a prime, sub, or joint venture.
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Summary of Brieftc  \f D  \l 1 "Summary of Brief"
1.   How to become certified as an official minority business?

(1)  How many certified Asian contractors are there in Austin, Texas (not many Asian  contractors in the Austin area are certified, see ACTA list)?

(2)  Obtain minority business enterprise certifications with cities, state, and federal government (see ACTA list of certification agencies)

(3)  Identify your firm and registered with private industries.

2.   How to obtain information and resources?

As a certified minority vendor, contractor often receives procurement information from various purchasing entities: 

(1)  Contact City of Austin (COA) Purchasing Office for vendor information, such as Source Guide, VSS system, and specific purchasing or project information.

(2)  Use COA On-Line Plan Room to find projects posted by various entities.

(3)  Contact COA service providers for specific information or resources.

(4)  Participate in training, networking, and procurement events.

(5)  Visit or communicate with offices of various diversity programs.

3.   How to respond to request of bids or proposals?

(1)  Participate in pre-bid conference to obtain general project information.

(2)  Visit purchasing office or its project officer to secure detailed bidding or request for proposal information. 

(3)  Visit service provider office to read plans and reports of targeted projects.

(4)  Evaluate project if it worth to bid or propose.

(5)  Submit bid(s) and required documents by official deadline.

(6)  Bid as a prime, or sub upon the invitation of a prime contractor

4.   How to read plans and estimate costs

Construction plans generally include surveys, site plans, structure plans, and mechanical, electrical, and plumbing plans (MEP):
(1)  Understand the types of lines and symbols on the plans, and be familiar with the specifications of materials and installations.

(2)  Practice plan reading using available plans of past projects.  Accumulate a library of books, plans, and reports concerning plan reading, project scheduling, and building cost estimate. 

(3)  Cost estimate usually begins with the calculations of quantity such as length, area, and volume of each element for the construction.  Unit cost is generally expressed by cost per area, volume, or element.

(4)  Total cost depends on quantity, material, specification, schedule, overhead expenses, and the costs of insurance and bonding.
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