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The Next Four Years: What'’s at Stake

rior to the coronavirus pandemic, construction

CEO¥s confidence was skyrocketing, and backlog was

soaring, according to ABC’s surveys. Construction

spending hit a record $1.4 trillion per year, buoyed

by a booming economy and record-low unemploy-

ment. The average hourly wage for construction
workers has increased by 11.2% since January 2017,
according to the U.S. Bureau of Labor Statistics.

Policy initiatives implemented by the most recent adminis-
tration resulted in comprehensive tax reform, as well as significant steps to reduce
the construction skills gap and expand workforce development opportunities.

Looking ahead to the next four years in a post-pandemic world, we need
to keep this momentum strong. While what happens in Washington this
November can seem far removed from our day-to-day lives, legislative decisions
in the coming months and years could have dramatic impacts on construction
businesses, the workforce and local communities.

Pending the outcome of this election, if lawmakers on both sides of the
aisle can find common ground on contentious policy issues and secure a sus-
tainable funding source that does not break the bank, an infrastructure bill
could prove to be a bipartisan win—especially as America’s schools, bridges
and highways are deteriorating from coast to coast. The opportunity for an
infrastructure investment is clear.

Our cover story, “Infrastructure: Paths to Funding” on p. 22, illustrates
contractors’ recent accomplishments in local jurisdictions and the major
challenges they will face if federal funding is not secured.

In addition, this issue of the magazine is enhanced by the expertise of our
friends in the surety bonding industry—The Surety & Fidelity Association
of America and The National Association of Surety Bond Producers—whose
members help contractors to avoid business risks, grow their portfolios and
take on large capital projects. I encourage you to check out the series of articles
beginning on p. 33 for an in-depth understanding of the current legal and
legislative climate.

In the December issue, we look forward to publishing CE’s 2021
Construction Economic Forecast, with a corresponding webinar you will not
want to miss, presented by ABC’s Chief Economist Anirban Basu on Dec. 16.
Visit webinars.constructionexec.com to secure your spot for this popular event.
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SBA and Treasury Announce Simpler
PPP Forgiveness for Smaller Loans

ON OCT. 8, the Small Business Administration, in consultation with the Treasury
Department, released a simpler loan forgiveness application for Paycheck Protection
Program (PPP) loans of $50,000 or less. This action streamlines the PPP forgiveness
process to provide financial and administrative relief to small businesses.

“The PPP has provided 5.2 million loans worth $525 billion to American small
businesses, providing critical economic relief and supporting more than 51 million
jobs,” says Secretary Steven T. Mnuchin. “We are committed to making the PPP
forgiveness process as simple as possible while also protecting against fraud and
misuse of funds. We continue to favor additional legislation to further simplify the
forgiveness process.”

The SBA reports it will continue to process all PPP forgiveness applications in
an expeditious manner. Visit_sba.gov to download the new PPP Loan Forgiveness
Application Form 3508S.

ConsensusDocs Revises Eight Forms,
Releases Standard Prefabrication Contract

WITH ASSISTANCE FROM owners, general contractors, subcontractors and
other industry stakeholders, the ConsensusDocs Coalition has published eight revised
performance and payment bond forms. The ConsensusDocs 706 Subcontractor
Performance Bond now includes a self-help provision. Other modifications include
more definitive time requirements for sureties to investigate; a declaration of default
or non-default upon investigation; and a threshold for which surety consent is
required when contract orders increase the contract amount.

The ConsensusDocs Coalition also worked with the Modular Building Institute to release
the new ConsensusDocs 753 Standard Prefabricated Construction Contract to address
legal issues that arise for projects in which a constructor, general contractor, design-
builder or construction manager contracts with a prefabricator to fabricate a component
offsite that is later installed on a jobsite. For more information, visit consensusdocs.org.

AIHA Publishes
COVID-19
Regulation Tool

TO SUPPLEMENT OSHA'S
COVID-19-specific workplace guid-
ance, the American Industrial Hygiene
Association has released “Focus on
Construction Health: COVID-19,” a
document intended to assist with the
management of pandemic-related
regulations on jobsites.

This nongovernmental tool provides
information on the novel coronavirus,
its symptoms and effects, as well as
key information regarding exposure and
spread, to include a seven-step plan for
protecting workers and a job safety anal-
ysis. Visit aiha.org for more resources.

Update: SOP
for Remote
Site Inspections

IN JUNE 2020, Construction
Executive covered survey results by the
International Code Council of code officials
and building and fire departments to dis-
cover how these individuals were keeping
up with permitting and inspections.

Now more than ever, as the novel
coronavirus continues to affect the
industry, successful inspections are
a critical facet of keeping sites and
workers safe. With that in mind, ICC has
published “Recommended Practices for
Virtual Inspections,” a set of guidelines
based on the survey earlier this year
(and other research).

The guidelines include best practices
and step-by-step recommendations for
remote inspections, which have become
increasingly popular during the pandemic.
Submit feedback at iccsafe.org/RVI.
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Summit to Be Held in 2020

THE FIRST-EVER GLOBALL Concrete Summit, hosted jointly by the National Ready Mixed
Concrete Association and Grey Matters, will be held virtually from Nov. 30 to Dec. 10. The confer-
ence will bring together practitioners, researchers and policymakers to collaborate on the future
of concrete construction. Topics include innovation, resilience, life cycle assessment, low impact
development, social responsibility, human health and more.

10 Best Cities for
Construction Workers

ADVISORSMITH, AN INSURANCE
information provider, has identified the top 10
cities for construction workers to thrive.

Using an analysis of salaries, job availabil-
ity and cost of living in 383 cities across the
country, data was sourced from the U.S. Bureau
of Labor Statistics’ most recent data release
from May 2019.

While it was found that small to mid-sized
cities are most likely to suit construction
workers due to numerous factors, including
salary opportunities, it should be noted that
the recent economy may affect these results.

1. Springfield, lllinois. Average Construction
Salary: $52,520

2. Farmington, New Mexico. Average
Construction Salary: $34,770

3. Wheeling, West Virginia. Average
Construction Salary: $45,040

4. Binghamton, New York. Average
Construction Salary: $50,830

5. Huntington, West Virginia. Average
Construction Salary: $42,920

6. Mount Vernon, Washington. Average
Construction Salary: $56,480

7. Saginaw, Michigan. Average Construction
Salary: $43,470

8. Decatur, lllinois. Average Construction
Salary: $42,950

9. Fairbanks, Alaska. Average Construction
Salary: $50,400

10. Evansuille, Indiana. Average Construction

Salary: $42,700

More U.S. Engineering
Firms See Improved
Finances Since March

DESPITE THE CHALLENGING
economy, an increasing majority of U.S.
engineering firm leaders (68%) say their firm’s
finances have improved or remained the same
since COVID-19 paralyzed the marketplace in
March—a significant increase over the 58%
who affirmed the same in May, according to

a recent ACEC Research Institute Business
Impact Survey.

Conducted of 411 engineering firm
leaders nationwide between Sept. 15-17,
the survey shows that more firm leaders
report slightly improved cash flows since
May (33%-28%), while slightly fewer firms
expect to take additional cost-cutting mea-
sures over the next 90 days compared to
May (66%-73%).

At the same time, a large percentage of
leaders either expect declines or are uncer-
tain regarding most engineering markets
over the next 12 months, especially in the
commercial (48%), hospitality (39%) and
public buildings (29%) markets, along with
transportation and education (28%).

Leaders confirm that a vast majority of their
offices (90%) are open for employees to go to
work, but results show only 56% of employees
are working in those offices. Three of four
engineering firm leaders (74%), however, say
they are “very flexible” when accommodating
remote work by staff for various reasons.

In addition, 77% of leaders say they either
definitely or probably will not allow staff air
travel to meetings or events attended by more
than 100, compared to 71% in May. For more
information, visit acecresearchinstitute.org. (@€

INDUSTRY EVENTS
CALENDAR

Nov. 3-6

advancing-preconstruction.com

Nov. 10-12

greenbuildexpo.com

Nov. 16-17

autodesk.com/autodesk-university

Nov. 17-20

autodesk.com/autodesk-university

March 9-11

Gaylord Texan

March 9-12

Indianapolis

Send event notices and national,
state and local news to
editor@constructionexec.com

For a weekly analysis of news impacting
the merit shop construction community,
visit abc.org/newsline.
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Develop Emotional Intelligence to Increase
Leadership Skills During Uncertainty

BY VIVIAN MANDALA

ontrol is a strong internal
drive for most healthy
engaged adults. These past
months have challenged this
basic human need—and it’s
far from over.

Employee wellbeing is eroding,
the continuation of COVID-19,
political and social concerns,
along with familial education
outcomes, adds a great deal to an
already stressed workforce.

Leaders have their eyes on the
horizon for the next phase of

“normal” while they balance reve-
nue with growing expenses around
technology and the transition to a
fully remote team.

There’s an equally critical
item being pushed aside in
construction and it will cause
more disruption into the winter:
employees’ emotional wellbeing.

This wellbeing has very little
to do with salary or workload.
Instead, a great deal has to do
with feeling connected, seen

and heard.

Gallup shows employee prepared-
ness for the continued management of
business during COVID-19 are trend-
ing down. Employees and managers
are 20% less likely than they were in
May 2020 to strongly agree that:

* they feel well prepared to do
their job;

¢ their employer has
communicated a clear plan
of action in response to
COVID-19;

¢ their immediate supervisor
keeps them informed about
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what’s going on in the
organization; and

* their organization cares about
their overall wellbeing.

Gallup urges leaders to start with
the managers when communicating.
There is a difference between speak-
ing with someone and being talked
at. The difference is stark, especially
when on the receiving end of both
types of communication.

Managers are feeling extraor-
dinarily stressed. Compared with
May 2020, they're less engaged,
informed or prepared. They also
have worse work-life balance and
physical wellbeing than their team
members lower on the chain of
command, whose wellbeing will
also start taking a nosedive once
managers can no longer cope.

Leaders should be communicating
and engaging with their managers,
but unless they understand how
emotional intelligence works, it’s
likely to come across as autocratic
and, at times, dictatorial.

This trend will only continue
unless leaders start engaging in a

human way, and the fastest way to
learn is through emotional intel-
ligence. Each is broken down and
builds on the others.

Humans are social, emotional
creatures, not disposable or replace-
able. No two are the same, nor will
they react the same in similar situa-
tions. It’s time to start appreciating
and harnessing those differences.

Construction is desperate for
real leadership that understands
and demonstrates that everyone
matters, everyone has the capa-
bility of leading in different ways
and at different times, and they
are not interchangeable cogs in an
unfeeling corporation.

Managers don’t need more com-
munication; inboxes overflow, Zoom
meeting after Zoom meeting and
virtual happy hours drag on, but
everyone still feels disconnected.

What is needed is authentic,
open communication. Now is the
opportunity to break old habits,
and start talking person to person.

Emotional intelligence is a sci-
entifically proven system of human

Assessment Exercises

Here are two exercises leaders can use to create connections

with teams, in the field and office.

|dentify five individuals in your professional and five in your
personal life that will give you candid unfiltered feedback. Ask
them to answer the following questions (email is easiest, as it

gives the receiver time to think):
e How well do | listen?

e Do | take time to understand others’ perspectives before
jumping into problem solving or planning?
e Do you feel | have invested in others’ personal and

professional development?
e Do | listen without interrupting?

e Do | listen fully without trying to fix the problem?

connection that has shown to
improve performance, engagement
and strengthen ties. It’s also a skill
set—one that can be taught and
strengthened over time.

And it’s sorely overlooked as a
fundamental business skill and is
the most effective way to connect
with teams, so they feel appreci-
ated, heard and understood.

Laura K. Murray, PhD, MA—a
clinical psychologist and a senior
scientist in mental health at
the Bloomberg School John
Hopkins—writes:

“There is no doubt that leader-
ship will be one of the most heavily
tested skills throughout the corona-
virus pandemic.

“It’s easy to read articles about
how leaders ‘should” or ‘should
not’ behave or ‘be.” In real prac-
tice, however, behavioral changes
are hard and take practice, little
by little. Emotional intelligence
is at the core of being able to
make these behavioral shifts and
ultimately helping you attain all
those adjectives describing stellar

e Am | perceived as being open minded, caring and fair

toward people | lead?

For those who are not working remotely: Get out into the field.
Shadow an employee of the opposite sex, different background
and/or culture with varying roles in your organization. Spend

time with each person, paying close attention during break
times. Ask thoughtful questions around their lives, where they

come from and how they got to the position they have now, what
their long-term plans are professionally and personally, and what
they need to perform their jobs better.

Dig for problems with solutions and see if there are ways
to break down information/system silos to connect teams

cross-functionally.



managers and teams have the skillset

scientifically proven System of o copewith their individual reiie.
The leadership role is critical.

human ConneCtion that has Sh 0 wn to Not only in holding the line when
impr ove perf ormance. it comes to standards and expecta-

tions around professionalism with
AEC, but also helping others get
through these times.

‘ Emotiona/ intglligence iS a emotional and social skills now so

leadership. Research shows that EI * empathy; and As with all other challenges, one
accounts for nearly 90% of what * social skills. can either shrink from it or step
sets high performers apart from Making our way through this toward it more engaged, connected
others with similar technical skills increasingly challenging time, and influential. Emotional intelli-
and knowledge.” pretending there is a “normal” gence spearheads this growth and is
The emotional intelligence just around the corner, is only worth the investment. [0

includes: worsening the toll.

* self-awareness; The country faces a cold, gray Vivian Mandala is the director of

e self-management, including winter with the continued rise of CMC Network, Brooklyn, New

stress management; drug and alcohol abuse, depres- York. For more information, visit
* motivation; sion and suicide. Start addressing cmcworkforce.com.
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How the Pandemic Evolved the Health Care Facility
Inspection Process

BY KEYAN ZANDY

nspections are par for the course
with health care construction
projects. These include inspec-
tions for internal quality control
and safety, as well as those
conducted by the A/E team,
local municipalities and the state.
Work is thoroughly reviewed many
times throughout the lifecycle of a
project, and firms focused on tech-
nology leverage many tools along
the way to make the process easier
for the construction trades, design
partners and themselves.
However, regardless of other
variables, the one given was that
a person was physically present to
conduct inspections. COVID-19
has changed all of that. Through
lockdowns, travel bans, furloughs
and social distancing, many of the
people relied on for these required
inspections are now unable to come
onsite. To work around this con-
straint, the construction industry
was forced to change rapidly—
something that does not happen
often—and the processes around
building inspections began to evolve.
Over these past few months,
many contractors have begun to
implement a variety of tools and
technologies to achieve effective
virtual inspections. They've dis-
cussed the process and perspectives
with a variety of experts to find
out what is in store for the future
of health care facility inspections
in a post-pandemic world.

A solid internet connection, a
fully charged device and good
lighting are necessary.

Live Streams Via Smartphones
and Video Conferencing Tech

In late March, the most obvious
way to continue the inspection
process was over live video con-
ferencing. Through the use of a
smartphone or tablet, the indi-
vidual onsite could live stream a
walkthrough to inspectors (via
applications such as Facetime,
Skype or Zoom) and show the
inspector all items in need of
review. This method worked quite
well and has accomplished what,
in the past, could have taken hours
of travel from many individuals to
be onsite.

But some challenges do exist. A
solid internet connection, a fully
charged device and good lighting
are necessary. More significantly, it
can be difficult for an inspector to
see the big picture of the project
while doing a virtual inspection.
Rebecca Read, architectural review
unit’s manager for Texas Health
and Human Services Commission
in the regulatory services division
for health care regulations section,
explains how inspectors gain a

greater awareness of the project
when visiting the site in person.

“While the inspector will inspect
a specific room, piece of equipment
or area as defined by the project
scope, the inspector is analyzing
many things in an in-person walk-
through, such as, ‘Are exit lights
illuminated?” or ‘Is there other work
installed that should have been
permitted?” They are able to view
the project holistically as opposed
to in pieces,” Read says.

And it doesn’t end there. The
in-person aspect allows for sharing
of relevant information across the
spectrum, from owner to general
contractor to inspector.

“We also see our inspec-
tions as learning opportunities
for everyone involved,” Read
says. “For instance, we use the
inspections to explain the code
requirements to facility staff, so
they can better understand the
functionality of their space and its
building systems. We also learn
from the general contractors and
subcontractors about how these
systems work together from a
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Skiles Group

TECHNOLOGY

Skiles Group Superintendent Lucas Wilke uses a 360° camera and OpenSpace to capture and map

project details on an active construction site.

constructability perspective. These
collaborations are very difficult to
achieve through a virtual visit.”

If a contractor is currently rely-
ing on live streaming for aspects of
inspections, the International Code
Council (ICC) is a great resource.
Their document, “Considerations
for Virtual and Remote Inspections,”
which was created in response
to “Maintaining Building Safety
During the COVID-19 Pandemic,”
walks through:

* general considerations for
remote inspections;

* setting up a virtual inspection
process;

* steps for conducting a virtual
inspection;

¢ what the contractor needs for
virtual inspections; and

e additional considerations.

360° Virtual

Walkthrough Technology

Using a 360° camera (some good
ones to consider include Ricoh
Theta, Insta360 and the Garmin
Virb 360) and cloud-based

software, it’s possible to take

clients, design teams and inspec-
tors into construction spaces
from the comfort and safety of
their homes or offices. Products
like StructionSite, HoloBuilder
and OpenSpace allow inspectors
to “walk” through the project,
virtually, on their own time and
at their own pace.

An added bonus is that these
programs also serve as documen-
tation tools. Jeevan Kalanithi,
CEO at OpenSpace, says, “When
we started OpenSpace a couple of
years ago, we saw how much time
was wasted in our industry due
to professionals having to literally
be onsite, at the right time, with
the right people for almost every
problem. A picture is worth 1,000
words, so we scaled up that idea
up and created a tool that creates
a visual record of a site—tracked
over time—to reduce that waste.
The pandemic has hit the ‘fast-for-
ward’ button for our platform
because what made sense in 2019
is a necessity now. Our customer
engagement metrics are up by
500% since March.”

Interactive, Cloud-Based
Inspection Software

Another digital tool to facilitate
inspections is FreightTrain, a
cloud-based construction quality
management platform from HTS,
Inc. that streamlines the workflow
process of creating, reviewing and
approving inspection requests.
This is extremely useful by itself,
but FreightTrain’s advantages don’t
end there.

“A real benefit is that FreightTrain
can allow inspectors, subcontractors
and field staff to understand where
their inspections stand and see their
issues in real-time via the interactive
floor plan feature,” says HTS’s CEO
Tom Gaunt.

FreightTrain’s inspection request
module also provides project teams
with a visual representation of the
status of all inspections and reports
out key quality control metrics,
such as inspection success rates. All
of these make the tool beneficial
even when the inspection itself can’t
be completed virtually.

“Some, like members of proj-
ect’s design team, may be able to
attend inspections virtually, but
California’s regulations still require
our inspectors to have personal
knowledge through in-person site
inspection, even with COVID-19,”
explains Tyler Bashlor, owner of
Strategic Building Services, which
provides health care inspection and
quality assurance services through-
out the state.

“The Enemy of Art Is the Absence
of Limitation.”—QOrson Welles

So much of what’s ahead for AEC
remains unclear and, as with most,

the industry has been greatly
impacted by COVID-19. But not
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care design and construction.

COIIabOra te and WOrk Virtually We've learned new ways to
to accomplish what used to be only — Sibos i vork il v
fa C e _ tO _ fa C e. .face—to—fac-e,” he continues. “This

is a good time to take these lessons
learned and focus on making our

all impacts are negative—constraints ~ meetings for final inspections? Is processes efficient, reducing the
and barriers fuel innovations, there an effective hybrid solution, time wasted in travel and scheduled
ideas and workarounds. Chris with a mix of in-person and virtual meetings. It will be fascinating to see
Grossnicklaus, health care studio inspection teams being connected what remains and how we evolve in
leader with Corgan Architects and through a robust platform?” the future.” (6
Interior Designers, sees these pro- Grossnicklaus asks. “We don't
gressions continuing to domino as know the answers to these specific Keyan Zandy is COO of Skiles
we move ahead. questions, but we can see more Group, a Richardson, Texas-

“Can we move early inspections to clearly the direction where we're based general contractor. For more
a virtual setting and keep in-person headed. Just as our workplaces have information, visit skilesgroup.com.
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P3 Infrastructure Projects:
What the Private Sector Needs to Know

BY CHARLES RENNER AND WILL NULTON

he American Society of

Civil Engineers estimates

that the United States needs

to spend $4.5 trillion by

2025 to fix the country’s

infrastructure. To under-
stand the scope of this challenge,
that figure is roughly one-quarter of
the country’s annual gross domestic
product and would easily dwarf
annual spending in key areas such
as health care.

State and local governments,
many already facing financial con-
straints prior to the impact of the
COVID-19 pandemic, shoulder
the greater share of the infrastruc-
ture burden, and this is not likely
to change. (See “Paths to Funding’
on p. 22.)

However, infrastructure spend-
ing provides benefits to the private
economy that can far exceed the
initial investment, even though

>

these benefits can be difficult to
measure and quantify.

“The rate of return to infrastruc-
ture investment is large; the median
and average estimates of a review of
dozens of studies on infrastructure
indicate that each $100 spent on
infrastructure boosts private sector
output by $13 (median) and $17
(average) in the long run,” says a
2017 Economic Policy Institute
meta-study.



Recent Notable U.S. “Vertical” P3 Projects

Project Location Capex Descritpion

Travis County Courthouse Austin, TX $344,000,000  430,000-square-foot civil and family courthouse facility procured
in a design-build-finance arrangement with a private consortium
headed by Hunt Development.

Arizona State University Phoenix, AZ $118,000,000  Will provide approximately 75,000-square-feet of academic
space, along with a 207,000-square-foot residential component
housing approximately 530 students.

Miami-Dade County Miami, FL $340,000,000  Full DBFOM development of a 600,000-square-foot civil and

Courthouse

Michigan State University
Research Center

New London Harbor
Energy Center

Grand Rapids, Ml $85,000,000

New London, CT ~ $157,000,000

probate courthouse to include the potential development of
approximately 17 contiguous acres of city-owned property.

A multi-building development with 205,659-square-foot facility

dedicated to research, in addition to lease space for MSU and other
stakeholders to support MSU research and health care innovation.

Harbor development plan for State Pier in New London to be

transformed into an offshore wind center.

The projects included above have reached financial close since Jan. 1, 2019. Vertical P3 denotes project types outside of surface transportation.

Federal, state and local
governments will increasingly seek
to use such projects to provide
stimulus to struggling economies
post-pandemic and, to make
these projects a reality, private
participation through public-private
partnerships (P3s) could begin to
address the backlog of projects and
aid in economic recovery.

The Benefits of P3s

The use of P3s as a model for deliv-
ery of infrastructure projects has
expanded beyond surface transpor-
tation projects—which traditionally
dominated P3s—to vertical proj-
ects, such as government facilities,
student housing and stadiums,
among other types.

Such growth can be expected
to continue, despite (and in
some ways due to) the impact of
COVID-19. An increased number
of P3 infrastructure projects can be
expected for the following reasons:

* Need. Major infrastructure
investment was necessary before
the impact of COVID-19 and
remains so.

* Economic Benefits. Not only
are infrastructure projects
necessary, but the benefits of
such projects include stimulus
of local economies.

e Financial Constraints.
Particularly given the state of
municipal finance due to the
COVID-19 epidemic, U.S.

states and cities will need to

be creative in marshalling the
requisite resources, and the
private sector has an important
role to play in restoring
infrastructure assets.
With no shortage of P3 REPs
in the second and third quarter of
2020, public entities seemingly will
continue to turn to alternative deliv-
ery models in the current market.
The University of Idaho and
the University of Maryland,
for example, have issued RFPs
for redevelopment of campus
energy utilities. Cities in Illinois,
Oklahoma and New Mexico, to
name a few, have issued RFDPs for
mixed-use projects.
Given the expected continued
increase in use of P3s as a delivery
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Design-Bid-Build
(OBB)
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Project Delivery Models Along a Continuum of Private Sector Involvement

Increasing private role

Design-Build
(OB)

Operations and
maintenance
(O&M)
contract

model in the wake of COVID-
19, more construction companies
may wish to take advantage of
new opportunities.

How to Find Your Role in P3s
The first thing to remember
regarding P3s is that the concept
is broad and variable. P3s are best
viewed as a spectrum of alternative
project delivery models falling
between the traditional design-
bid-build approach and outright
privatization. The roles available
for private-sector participants,
therefore, varies according to what
elements of P3 are incorporated
into a final agreement.

On a basic level, private sector
participants fill four main roles: the
developer, the financier, the operator
and the contractor. Depending on a
company’s core competencies, that
company may fill only one, multiple
or all four private sector roles.

If a company can perform mul-
tiple roles, this flexibility will make

it an attractive partner to the public

Public-Private Patnerships (PPP)

Design-Build-
Finance-Operate-
Maintain
(DBOFM)

Operate
(BTO)

Design-Build-
Finance-Operate
(DBFO)

Operate
(LBO)

Long-term lease
Concession

sector. Consider core competencies
and whether the contractor can
develop further capabilities to pro-
vide flexibility for public partners.
For instance, in 2017, Garney
Construction, based in Kansas
City, Missouri, stepped out of its
usual shoes to fill the financier role
with the Vista Ridge Water Supply
Project, a water pipeline project
(the largest P3 water project in
North America) in San Antonio,
Texas, after the initial equity partic-
ipant experienced financial distress.
In completing the project as an
owner, Garney bet on itself—it
assumed substantial financial risks
in winning the $927 million proj-
ect, but its successful management
of the project allowed the project to
proceed and get closer to yielding
returns on the investment.
Likewise, Clark Construction, one
of the largest commercial and civil
contractors in the country, along with
afhiliate Edgemoor Infrastructure
and Real Estate, was able to fill
multiple roles in the $350 million

Build-Transfer-

Lease-Build-

Full privatization
(non-PPP)

Build-Own-
Operate
(BOO)

Build-(Own)-
Operate-Transfer
(BOT or BOOT)

Private sector
owns and
operates

Asset Sale

Buy-Build-
Operate
(BBO)

development of the University of
Kansas' Central District Project.
Edgemoor served as the master
developer of a 55-acre tract, but also
provided financing, design-build
and operations for the assets, which
included a 285,000-square-foot
integrated academic science facility,
a26,500-square-foot student union,
1,250 beds of student housing in
three buildings, a dining center and
approximately 2,000 parking spaces.
For smaller firms, creating
strong teaming relationships with
larger companies that can fulfill
multiple roles and provide the
flexibility the public sector requires
will put them in position to capi-
talize on the continued growth in
the use of P3s in all segments of
infrastructure development. [6E

Charles Renner is a partner and Will
Nulton is an attorney with Husch
Blackwell LLD Kansas City, Missouri,
and both participate in the law firms
P3 practice. For more information,
visit puschblackwell.com.


http://huschblackwell.com
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The I-65 improvement p u

in Shelby County, Alabama is e 0f a\project funded by state
gasoline and diesel taxes. The / pent of Transportation
contracted with Dunn Constru r

venture totaling $67.5 million. The project will add capacity to reduce
congestion along one of metro Birmingham’s key growth corridors.




Sain Associates

Contractors Maintain Backlogs
Despite Pandemic and

an Uncertain Future

BY SAM BARNES

hings were already dicey for the U.S. infra-
structure market going into 2020. The looming
insolvency of the Highway Trust Fund and
numerous failed local tax measures had many, if
not most, states urgently lobbying for additional
federal funding.

Those concerns turned to sheer panic during the
“new normal” of the global pandemic, as local funding
sources dropped precipitously and states struggled to
balance budgets.
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Sain Associates designed this roadway and bridge, located at South Industrial Park in Prattville, Alabama, as part of a joint project between the city of
Prattville and Autauga County that received federal funding from the Department of Commerce’s Economic Development Administration. The railroad
tracks are owned by CSX Transportation.

Anirban Basu, chairman and CEO of Sage Policy
Group in Baltimore, as well as chief economist for
Associated Builders and Contractors, says it’s dif-
ficult to forecast what 2021 might look like “with
any precision” in the current environment, but it’s
undoubtedly a bleak picture for projects relying
solely on public dollars. “We're seeing the confluence
of COVID-19, the federal government’s failure to
find new funding mechanisms, and the imminent
insolvency of the Highway Trust Fund,” Basu says.
“Something has got to give.”

The Trust Fund, which receives money from the
federal fuel tax of 18.4 cents per gallon of gasoline and
24.4 cents per gallon of diesel fuel, could soon become
insolvent without a tax increase or an additional funding
mechanism. “The result is an astonishing level of uncer-
tainty regarding the future of federal highway funding,”
Basu says.

The politicians can’t simply
stand still and do nothing.

Before, worries about the Trust Fund were less severe,
as state and local governments could more easily generate
their own financing. That’s all changed, and states are
hesitating to take on additional debt. It’s not a unique
problem—there are similar worries in the flood control,
stormwater management and water services sectors—but
surface transportation has the largest funding gap by far.

But Basu says there is a silver lining. “There should
be an appetite for additional stimulus money in
2021, as the economy will still be reeling from the
pandemic. The politicians can’t simply stand still and
do nothing. One is tempted to presume that early
in the next administration there will be a sizeable



The award-winning JRTC reached substantial completion in May 2020. Future phases (pending funding) could include connections to Amtrak, commuter
rail or additional intercity rail.

Jacksonville Transportation Authority

Gets Award-Winning New Digs

The construction industry is seeing notable signs of progress in the
transportation sector—even during a pandemic. In April, the City
of Jacksonville, Florida, unveiled its new $57.3 million Jacksonville
Regional Transportation Center in the historic LaVilla District.

The multi-modal JRTC at LaVilla includes a stunning,
five-story, 40,000-square-foot administration facility and a
10,000-square-foot, LEED Silver-certified Intercity Bus Terminal
(IBT) linked via an overhead pedestrian bridge. The state-of-
the-art facility acts as the epicenter for the city’s transportation
infrastructure and creates a seamless network of enhanced
mobility options for the downtown Jacksonville business district
and surrounding communities.

The futuristic administration building, designed by Pond &
Co./Michael Baker International Joint Venture and constructed
by Balfour Beatty U.S., has left a prominent mark on LaVilla's
skyline, while marrying the area’s history, form and function.
“The building celebrates the union of LaVilla’s historic cultural
roots and exemplifies the economic opportunities and increased
safety and mobility the JRTC will bring to the local community
and its passengers,” says David Campbell, project executive at
Balfour Beatty in Jacksonville.

“Ultimately, it was the shared commitment of our project
teams, designers and trade partners that resulted in the
project’s success.”

JRTC at LaVilla's distinctive curvature features a glass
mosaic of chromatic panels to emulate radiating diamonds on
the building’s exterior. The building’s interior includes a first-of-
its-kind custom insulation system enabling the building to be
energy-efficient, saving the JTA on heating and cooling costs
while mitigating noise and fulfilling visual uniqueness.

During construction, Balfour Beatty utilized advanced
technologies and lean construction methods, including
laser scanning and BIM, to cost-effectively and safely
deliver the project. In recognition of the achievement, ABC’s
Florida First Coast Chapter has awarded the contractor with
Project of the Year and Excellence in Construction Eagle
Award honors.

Now operational, the facility serves as the transportation
authority’s downtown bus transfer facility, administrative
headquarters and intermodal hub with direct connections to
the Skyway and the IBT which serves Greyhound, Megabus
and RedCoach lines.

Jeffrey Leeser, Jacksonville Transportation Authority
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What a $2.1 Trillion
Investment Could Do

Economists and construction industry stakeholders have
created models showing what a $2.1 trillion investment
in public infrastructure could do. Associated Builders and
Contractors, The Surety & Fidelity Association of America
and multiple other organizations advocate that federal
investment would restart green-lighted projects and signifi-
cantly fuel economic recovery in the wake of COVID-19.

For example, S&P Global, in its report “Infrastructure:
What Once Was Lost Can Now Be Found—The
Productivity Boost,” estimates the investment would add
$5.7 trillion to the U.S. economy in the next decade and
create more than 2.3 million jobs by 2024.

A Bigger Pie
$5.7 trillion more in U.S. economic
activity, 10 times recession losses

Faster Rebound
GDP back to pre-crisis levels
in four quarters, not seven

Big Investment Return
For each dollar spent, the return is $2.70

infrastructure package at last emerging from the
federal government.”

As a temporary fix, Congress recently extended
funding for federal government programs into Fiscal
Year 2021, including a one-year extension of the FAST
Act. The bill also transfers $10.4 billion to the Highway
Account and $3.2 billion to the Mass Transit Account
of the Highway Trust Fund to maintain solvency
through FY 2021.

That provides market stability and avoids short-term
disruptions, but it doesn’t significantly increase funding
above current levels or include any emergency “back-
stop funding” for DOTs or transit agencies. It also fails
to address long-term Trust Fund issues or pandemic-in-
duced declines in state funding.

“It will provide some stability to the markets and
avoid short-term disruptions. That’s what it was
intended to do,” says Jim Meads, president and CEO
of Sain Associates, a Birmingham, Alabama, engineer-
ing firm. Meads is also a member of the American
Council of Engineering Companies’ Transportation
Committee. “At a minimum, that’s what most transpor-
tation stakeholders have been wanting, as it gives state
transportation departments the ability to plan for the
coming year.”

For most states, however, it’s not a sustainable

solution. Shawn Wilson, secretary of Louisiana’s
Department of Transportation and Development in
Baton Rouge, says his agency desperately needs addi-

The shont and
“long-term
impacts are

Lift 0ff

gnormous.
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Productivity up an extra 0.3% per year with an
average potentialgrowth to 2.2% from 1.7%

People at Work
2.3 million jobs added by 2024

Economic Rise
Economy creates 713,000 more jobs by 2029

Bigger Paychecks

Average wages up 35 basis points per year

Income Rises
Personal income grows $2,400 by 2029

Money to Spend
Households spend $3.5 trillion
more over 10 years

Sources: Surety.org and spglobal.com/en/research-insights/

featured/infrastructure-productivity-boost-coronavirus.

tional resources and funding. “In order to continue
preserving our existing roadways and building new
roadway systems, we must have a reliable and steady
revenue stream,” Wilson says in a Sept. 15 public
statement. “The state relies on a 20-cent gas tax to
address infrastructure needs. After this, remaining
revenue goes to the Transportation Trust Fund to
address our current needs, which has lost more

than 50% of its value since it hasn’t changed since
the 1980s.

“Without a steady revenue stream, new projects will
be few and far between as the funding from the 1986
gas tax will be primarily used to maintain the system
that is already in place,” Wilson continues.

Basu says any long-term funding measure at the
federal level will need to include a transformative
overhaul of the Trust Fund. A flat fuel tax simply
won't work in the long term, as it doesn’t account
for fluctuations in driver miles or the proliferation of
fuel-eficient cars. “On top of that, the roads are being
pummeled by larger fleets of trucks and more extreme
weather,” he adds.


http://Surety.org
http://spglobal.com/en/research-insights/featured/infrastructure-productivity-boost-coronavirus
http://spglobal.com/en/research-insights/featured/infrastructure-productivity-boost-coronavirus
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Doli Construction completed a phased culvert bridge in three months for PennDot as part of its PA Rapid Bridge Replacement Project in Lebanon

County, Pennsylvania.

But while Congress is certainly aware of the
problem, they’re unlikely to make any big changes
in the near term. “When they begin to run out of
money, they simply take money from the general
fund, shove it into the Highway Trust Fund and
call it a day,” Basu says. As a result, national debt
increases while no new revenue streams are identified
for infrastructure.

“They’ll simply wait for the next moment of crisis,”
he adds. “It’s quite conceivable that that’s what will
happen in 2021.”

There are other challenges facing the highway indus-
try in 2020. Alabama’s Meads says the pandemic has
made it difficult for most DOTs to project future
highway needs, as traffic volumes have fluctuated wildly
throughout the year. “We do a lot of traffic engineering
work, and one of the struggles right now is determining
what we use as our base data,” Meads says. “We can’t
do traffic counts right now because it’s not considered
reliable data.”

The industry is also adapting to sweeping
changes to the 50-year-old National Environmental
Policy Act (NEPA). On July 16, the Council on
Environmental Quality (CEQ) finalized the act’s
overhaul, making changes to nearly every section
of the regulations (they were last comprehensively
updated in 1978). The new procedural provisions

took effect on Sept. 14, 2020, and will have a sig-
nificant impact on engineering firms performing
environmental reviews on highway projects.

Despite pervasive funding uncertainty, many highway
contractors continue to ride a wave of projects that were
already in the queue when the pandemic hit. That’s
especially true in states benefiting from their own local
tax measures.

Meads says it’s been a good year in Alabama, and
he has yet to notice a decline in his backlog of proj-
ects mainly because of the state’s increase in gas tax
funding. The state passed the Rebuild Alabama Act in
2019, which raised the gasoline and diesel taxes by 6
cents a gallon in September 2019 and another 2 cents
on Oct. 1, 2020, and Oct. 1, 2021, respectively. The
10-cent increase is expected to raise more than $300
million a year for road projects.

However, many of his city and county clients are
experiencing decreases in revenues. “It’s going to be
interesting to see how funding will be affected (in
2021),” he adds. “There are so many large capacity
projects that simply can’t be funded because there’s
not enough money.”

In Texas, Brian Lindsey, vice president of Brannan
Paving Co., says his company’s volume of chip seal

o




In another eight-month project, Doli Construction completed a culvert bridge and associated utility relocations in Montgomery County, Pennsylvania, for
Whitpain Township, and the bridge now handles approximately 2,400 vehicles per day.

maintenance work is actually increasing, mostly due
to highway tax initiatives passed there over the last
decade. Texas voters approved Proposition 1 in 2014
to provide $1.7 billion in funding per year; and
Proposition 7 in 2015—with an incredible 86% voter
approval—to provide as much as $2.5 billion in fund-
ing per year if thresholds for sales and use tax revenues
are reached.

That’s translated into a business boom for the Victoria,
Texas-based company, which is one of the largest chip seal
contractors in the state. The contractor places about 1,200-
1,500 lane miles of the product a year, with about 95% of
the work funded by TXDOT. “There is currently about
$300 million worth of chip seal work, and they’re forecast-
ing that to hit about $320 million next year,” he adds.

Chip seal is the most popular method for main-
taining roads in Texas, as TXDOT can get “more
miles for the money” when compared to a traditional
overlay, Lindsey says. That’s important in a state with
such a large geographical footprint. “We probably
do more chip seal in a year than all 49 states put
together,” he says.

Jim Dacey, a founding owner of Doli Construction
Corp. in Chalfont, Pennsylvania, says he hasn’t
noticed a huge impact to his work volumes either.
Doli Construction entered the bridge market approx-
imately three years ago as a subcontractor to Walsh

Group of Chicago. Today, Doli performs most of its
own work, typically constructing box culvert bridges.

If the market takes a downturn, Dacey says he'll roll
with whatever comes his way and “get lean” if needed. As
for 2020, “it hasnt been a problem for us. There’s still a lot
of work out there and everyone has been busy.”

For now, Doli works within a 150-mile radius of its
home base and is in the process of completing its first
deck bridge. “Managing and providing our workers with
a safe workplace so they can return home to their families
every day remains our number one priority,” Dacey says.

Nevertheless, the market hasn’t been “picture
perfect” during the pandemic. Brannon’s Lindsey has
noticed a drop in job applicants. Additionally, the
supply chain has been significantly impacted by a
worsening truck driver shortage, which raises the cost
of a project as it leads to delays with aggregate and
asphalt deliveries. “A lot of the older truckers
are retiring,” Lindsey says. “It’s a huge problem
right now, and we’re bringing that up to TXDOT
right now.”

Meanwhile, some states are experimenting with
alternative funding mechanisms to fill the funding
gap—Public Public-Private Partnerships (P3s) top the
list—but with decidedly mixed results.
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The pandemic has
made it difficult for most
DOTs to project future
highway needs.

In the suburbs of Washington D.C., a P3 was
formed to construct the $2 billion Purple Line
light rail project, but later fell apart when the pri-
vate sector component of the partnership vacated
the agreement. Maryland transit officials are still
trying to reach a settlement with Purple Line Transit
Partners, the concessionaire managing the broader
project, amounting to over $800 million in delay-re-
lated cost overruns. It could be Spring 2021 before
a revised construction plan comes into focus for the
disputed project.

And in Mobile, Alabama, the Alabama Department
of Transportation was forced to remove the $2 billion
I-10 Mobile River Bridge and Bayway project from
its 2023 Transportation Improvement Plan following

local opposition to the P3 approach. Many residents
criticized the arrangement that ALDOT proposed to
structure the project’s financing.

Basu says these problems signal a systemic problem
with P3s. “Some people talk about P3s as a panacea,
and that they will solve all of our infrastructure issues,
but that’s not the case,” he adds. “It needs to be able to
generate revenue. If there’s no revenue stream, then it’s
not a relevant solution.”

He says other funding models have been more
successful, such as the incorporation of user fees in
Virginia, Texas and other states. “They’re experiment-
ing with fee-based High-Occupancy Toll lanes,” Basu
says. “If congestion is severe and one wants to get on a
special lane that is tolled, they can pay extra. It enables
them to offer a higher quality of service, while getting
more revenue in the process.” He admits, however,
that it does little to raise funding for transportation
needs outside of municipal areas. [€E

Sam Barnes is owner of Barnes Communications LLC, and
a freelance writer specializing in the construction industry.
For more information, email sambarnes8 @amail.com.
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Associated Builders and Contractors

THE NATION’S HIGHEST HONOR FOR WORKFORCE DEVELOPMENT

Congratulations to ABC Members and Chapters on Winning
the Pledge to America’s Workers Presidential Award

Friends,

When Associated Builders and Contractors
signed the Pledge to America’s Workers at
the White House in July 2018, we promised to
educate and develop 500,000 construction
workers over the next five years.

WORKE g I

ABC has already far exceeded that goal.

In 2019 alone, ABC members invested $1.5
billion to provide more than 1.1 million course
attendees with craft, leadership and safety
educatlon bUI|C| a construction Workforce that From left, Commerce Secretary Wilbur Ross, ABC Chair of the

is safe, highly skilled and prod uctive. Board Tim Keating and Advisor to the President lvanka Trump at
the awards ceremony (Official White House Photo by Tia Dufour).

|

RS

On Sept. 23, 2020, it was my privilege to

accept the Pledge to America’s Workers Presidential Award at a White House ceremony
on behalf of ABC, our 21,000 members and our staff in Washington and at 69 chapters
across the country. This honor was made possible by your hard work and successes
connecting high school students, minorities, reentering citizens, veterans and women
with rewarding careers in construction in more than 50 professions.

This award shines a bright light on what ABC stands for and what we’ve achieved. |
couldn’t be prouder. Thank you for all that you do for ABC, for the construction industry
and for America.

Sincerely,

Tim Keating



Since our founding in 1950, ABC has worked tirelessly to
champion our members’ values and be an organization that
members can trust. ABC is committed to working side by side
with members to amplify our collective voice and advance the
cause of open and fair competition.

There are many organizations you can join.
ABC is the one you can trust.

ABC—Helping members win work and deliver work
safely, ethically and profitably for the betterment of
the communities in which they work.

TOUGH. TRUSTED. TOGETHER.

To learn more, visit abc.org/join.



http://abc.org/join
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Travelers knows surety bonds

With over 100 years in the surety business, we have
the expertise to help you with all of your bonding needs.

Visit travelers.com/contractsurety today.

travelers.com

TR Av E L E R s J The Travelers Indemnity Company and its property casualty affiliates. One Tower Square, Hartford, CT 06183

© 2020 The Travelers Indemnity Company. All rights reserved. Travelers and the Travelers Umbrella logo

It’s better under the umbrella® are registered trademarks of The Travelers Indemnity Company in the U.S. and other countries. CP-9203 Rev. 10-20
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Executive Insights

Surety Bonding Would Provide
Peace of Mind for P3s

Getting the Band Back Together:
How a Surety Team Can Hit the
Right Notes

Electronic Signatures for Surety
Bonds: Widespread Adoption
Needed

Risk Protection: Force Majeure
Agreements Take on
Renewed Relevance

Subcontractor Failure to Pay
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General Contractors
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Not If Contractors Create a
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Editor’s Note: Changes related to the COVID-19 crisis and the construction and surety industries are still occurring; some data in
these articles may have changed between the time of article submission and the publication date.
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onstruction Executive would like to extend a special thanks to the sponsors of this year’s

18th Annual Contractors’ Guide to Surety Bonding. A contractor’s ability to obtain surety

bonding and maintain a favorable credit rating is critical to business success and long-

term growth. Navigating the complexities of the bonding process can be daunting even

for the most experienced contractor. For the last 18 years, CEs Annual Contractors’

Guide to Surety Bonding has helped to educate more than 150,000 construction business
owners, financial managers and executives on the importance of surety bonding. Its publication
would not be possible without the generous support of our sponsors.

To develop the editorial content of this year’s supplement, CE editors worked closely with
the two leading surety bonding associations, The Surety & Fidelity Association of America
and The National Association of Surety Bond Producers. CE would like to thank both SFAA
and NASBP for their editorial contributions to this year’s edition, as well as their continued
support of this important annual publication.

We would also like to acknowledge the dozens of surety industry underwriters, producers
and allied professionals that have have supported this year’s edition with advertising, in
addition to the experts who have shared timely knowledge and expertise designed to help
CE readers stay abreast of the latest trends in surety bonding during the COVID-19 global
pandemic and its appended economic and safety concerns.

We hope to see you all again next year for CE%s 19th Annual Contractors' Guide to Surety Bonding!

Ot P A

Donald R. Berry
National Sales Manager
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CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

e AM Best Rating of “A” Excellent

¢ Recognized by the U.S. Small
Business Administration as the
“2019 Surety of the Year”

¢ Top 20 National Surety Writer

e Member of the Fairfax
Financial Global Network

MISSION STATEMENT

Our vision is to create a
culture of community, fairness
and dedication to those we
serve, including shareholders,
employees, policyholders,
producers, local communities
and charities.

COMPANY CONTACT

Crum & Forster

305 Madison Avenue
Morristown, NJ 07960
Hilary.Senner@cfins.com
(973) 490-6467
cfins.com

E CRUM &FORSTER'

Crum & Forster Surety: A Global
Partner You Can Count On

rum & Forster (C&F)
is a top surety writer
with a team dedicated
to servicing all your
surety needs from
small commercial to
large contractors. The team
is comprised of experienced,
knowledgeable construction
and surety specialists who
work with a strategic group

of independent agents and
brokers, providing unparalleled
service with competitive rates. C&F evaluates each account on an individual
basis and tailors programs to meet its clients’ needs. This personalized approach
enables C&F to build lasting partnerships.

Through an established global network, C&F provides surety bonds and
reinsurance wherever it is needed. With employees based in Latin America, the
United Kingdom and the United States, backed by a strong investment grade
rating (“A-” S&P; “A” AM Best), and wholly owned by Fairfax Financial Holdings
Limited, a financial services holding company with total assets of $70 billion and
revenue in excess of $21 billion, C&F is a global partner you can count on.

When you need a support system that will not fail, put your trust in C&E
C&F not only gives you the tools you need to succeed, but it also offers a
community of underwriters, claims staff, engineers and lawyers with resources
and knowledge you can rely on.


https://www.cfins.com/
mailto:Hilary.Senner@cfins.com

CRUM &FORSTER

A FAIRFAX COMPANY

WE FOCUS ON
YOU, SO YOU
CAN FOCUS ON
THE JOB.

Crum & Forster can support all of
your bond needs - from your smallest
commercial to your largest contract.

@ A global surety provider with a strong foundation you
®  can build on. We provide the tools you need for success.

2%

www.cfins.com/products/surety

The C&F logo, C&F and Crum & Forster are registered trademarks of United States Fire Insurance Company.

Crum & Forster, which is part of Fairfax Financial Holdings Limited, comprises leading and well-established property and casualty business units.
The insurance companies, rated A (Excellent) by A.M. Best Company, are: United States Fire Insurance Company, The North River Insurance
Company, Crum and Forster Insurance Company, Crum & Forster Indemnity Company, Crum & Forster Specialty Insurance Company, Seneca
Insurance Company, Inc.,, Seneca Specialty Insurance Company, First Mercury Insurance Company, and American Underwriters Insurance Company.


http://www.cfins.com/products/surety
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CORPORATE PROFILE:
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SURETY &
BONDING

COMPANY HIGHLIGHTS

e Rated A (Excellent) by
AM Best, FSC XV

e | jcensed in 50 states and the
District of Columbia

e Treasury listing of $47,715,000

¢ Regional expertise and superior
client services

* Represented by select
surety agents

Hudson has the
expertise to work with

all types of contractors
and the financial
strength to grow with
our valued principals.

COMPANY CONTACT

Hudson Insurance Group

100 William Street

New York, NY 10038
adickson@hudsoninsgroup.com
(212) 978-2800
hudsoninsgroup.com

HubDsoN

INSURANCE GROUP @

Personalized, Responsive Contract
and Commercial Surety Solutions

udson Surety is comprised of an experienced group of underwriters with
deep industry knowledge that enables us to offer creative, personalized
solutions to clients. We work closely with select agents throughout the
United States to provide superior service. Hudson Surety has the exper-
tise to work with all types of contractors and the financial strength to
grow with our valued principals. Products we offer include:

CONTRACT SURETY

Regional knowledge of the construction marketplace has been an important
element of our underwriting approach. Our contract underwriters work closely
with agency partners to understand our customers’ needs in order to develop

a surety program that supports their plans. Our client base consists of general
and specialty trade contractors.

TRANSACTIONAL COMMERCIAL SURETY

Exceptional customer service and a broad appetite for standard and non-
standard risks have driven the success of Hudson’s transactional commercial
surety business. We offer all types of bonds, including license and permit,
custom, public official, court and miscellaneous commercial bonds.

SPECIALTY CONTRACT BONDS

We offer an alternative solution utilizing tools such as collateral and

funds control for contractors that may not fit the standard surety market
underwriting criteria. We support the bonding needs of the contractor until
they qualify for our standard surety program, and we participate in the SBA
Surety Bond Guarantee Program.

ACCOUNT COMMERCIAL SURETY

Our team offers a wide variety of commercial bonds for publicly traded and
privately held companies throughout the United States. We work with our
surety producers to properly understand your business and bonding needs to
build long-term, responsive surety relationships.

Hl\ds()n InSllllmCt‘ (,t()mp:m}' is p(lr[ ()f Hl]({&()|1 II]S\II'L1I1('(‘ (,‘xl'(“lp, a ﬁp(‘('iﬂlr‘\' insurer (hﬂr writes l}llgillf‘ﬁs on an
admitted basis through Hudson Insurance Company and on a non-admitted basis through Hudson Specialty

Insurance (:Ump;\ny and Hudson Excess Insurance (:(\nqmlu’.


mailto:adickson@hudsoninsgroup.com
http://hudsoninsgroup.com

HubsoN

INSURANCE GROUP ®

Think again. Our Surety team works closely with agency partners to understand our
customer's needs and develop a surety program that supports their plans. Hudson
is licensed in all 50 states and the District of Columbia and has a Treasury listing of
$47,715,000. Offering an array of products from license and permit bonds, to custom
bonds, to court and miscellaneous bonds, to payment and performance bonds for
contract and commercial accounts, we have your needs covered.

When you need a bond to support your business, THINK HUDSON.

Rated A by A.M. Best, FSC XV

HudsonIinsGroup.com

All coverages underwritten by Hudson Insurance Company.



http://HudsonInsGroup.com
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CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

e Nationwide® has one of the
largest U.S. Treasury listings in
the industry and is approved in
excess of $1.26 billion.*

e AM Best Rating of A+ (Superior),
Financial Size Category XV

e Flexible, multi-tiered rating plan

 National organization offering
a full range of surety products
to meet all needs, from small to
middle market and large
national firms.

When you work with us,
you are partnering with a
strong, stable surety.

COMPANY CONTACT

Nationwide Surety

7 World Trade Center

250 Greenwich St., 37th Fl.
New York, NY 10007

(212) 329-6984
nationwide.com/surety

ﬁ{ﬂ! Nationwide

Nationwide® Surety and Fidelity

ationwide represents a wealth of
experience in surety. Our surety
operation specializes in both commercial
and contract surety bonds to support
national and international customers
with operations in the United States.
We pride ourselves on developing a close,
working relationship with our agents, brokers
and principals in order to ensure a consistent
underwriting approach.
Our expertise allows us to be innovative.

Our relationships allow us to understand the
needs of your business. The result: tailored Antonio Albanese
surety solutions with a customized approach. Vice President, Surety
We have countrywide capacity and have the

capabilities to support our U.S. customers’

international bonding needs through established fronting partners in major
markets like Canada, Mexico and Europe; we continue to add capabilities
each year.

When you work with us, you are partnering with a strong, stable surety.
Nationwide is a Fortune 100 company with one of the largest U.S. Treasury
listings in the industry and is approved in excess of $1.26 billion. Add to
that an AM Best Rating of A+ (Superior), FSC XV and an S&P A+ rating,
and you can be sure youre working with one of the most financially stable

companies in the industry.

Nationwide and the Nationwide N and Eagle are service marks of Nationwide Mutual Insurance Company.

©2020 Nationwide. *Nationwide Mutual Insurance Company, July 2020, fiscal.treasury.gov/fsreports/ref/

suretyBnd/


http://nationwide.com/surety
http://fiscal.treasury.gov/fsreports/ref/suretyBnd/
http://fiscal.treasury.gov/fsreports/ref/suretyBnd/

!! Nationwide’
is on your side
>~

A strong and
stable partner,
/

II’

You can feel confident that your surety program is backed by financial strength
and excellent service. With years of industry experience and international reverse
flow capabilities, we’re your trusted surety partner for small to large accounts.
Let us customize a surety solution for you.

A+ ) ( Al

Standard & Poor’s Moody’s
(9/16/2019) (5/27/2020)

+

AM Best FSC XV
(12/17/2019)

T-Listing in excess of $1 .26 billion

Let us customize a surety solution that works for you.
Learn more at nationwide.com/surety.

! “Surety Bonds: List of Certified Companies,” fiscal.treasury.gov/surety-bonds/list-certified-companies.html#n (7/1/2020)

This coverage cannot and does not provide credit enhancement. Products are underwritten by Nationwide Mutual Insurance Company and affiliates.
The coverage described in this literature may not be available in all jurisdictions. Actual coverage is subject to the language of the policies as issued. Exclusions
and limitations apply. Nationwide, the Nationwide N and Eagle and Nationwide is on your side are service marks of Nationwide Mutual Insurance Company.
© 2020 Nationwide ESC-0286A0 (09/20)


http://fiscal.treasury.gov/surety-bonds/list-certified-companies.html#n
http://nationwide.com/surety
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CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

e Best’s Credit Rating of A+
e T-listing $120+MM
e | jcensed in all 50 states

¢ Writing surety bonds
since 1923

e Subsidiary of Old Republic
International

FASTBOND HIGHLIGHTS

e FastBonds for emerging
contractors

e Up to $750k with credit-only
underwriting

e Up to $1.5M single or aggregate
with financial information

e L ocal underwriting

® |deal for accounts with no
formal financial presentation

e Flexible approach
e All construction trades

COMPANY CONTACT

Old Republic Surety Company
445 S. Moorland Road, Ste. 200
Brookfield, WI 53005

(800) 217-1792

orsurety.com

Ry
M

¢ OLD REPUBLIC SURETY

* *
e

Take on Projects with
Complete Confidence

or 100 years, Old Republic Surety
has embraced the nobility of labor
by pushing through to find the
best solutions for our partners. We
appreciate the intricate details and
the talent, knowledge and ingenuity

required for each successful project.

We are a relationship-based surety
that believes in open, honest and

straightforward feedback. We challenge our customers for the right reasons and
will never sugarcoat potential issues, but instead work together to find a solution.

While surety bonds are a necessity, we are determined to deliver more. We
are our partners ultimate support team, sharing our expertise to analyze risk
and recommend solutions that benefit all parties.

In the end, we love what we do. It is a genuine privilege to support some of the
hardest-working people in America as we help to fuel projects that connect people
and improve our communities and our country.

COMMON SENSE UNDERWRITING

Old Republic Surety is well positioned to assist large and middle market con-
tractors with bond programs based on flexible, common sense underwriting,.
Your business’ strengths are unique to you and deserve the consideration we've
been trained to provide—your success will never be determined by a computer
program with Old Republic Surety as your surety partner.

STANDARD BOND PROGRAMS

Having a standard bond program in place offers contractors a more nimble
approach to bidding on projects and turning them into profitable outcomes.
Prequalification can give contractors the opportunity to expedite the bond
portion of the bid process. We welcome the opportunity to be the surety
partner for your standard bond program.

CONTRACT BONDS FOR GROWING CONTRACTORS

FastBonds are our bonding option for smaller, growing contractors. Based
mostly on credit score, FastBonds not only offer a quick, flexible answer for
smaller bonds, it opens the door for small contractors wanting to grow. Old

Republic Surety can help you do that.



http://orsurety.com
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* OLD REPUBLIC SURETY COMPANY
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Conquer your Challenges

RESPONSIVE | Guide your Growth
RELIABLE | See your Success

RESPECTED Old Republic will be your partner every step of the way. We
offer experience, financial strength and an underlying desire

for you to succeed. Let’s get there together.

* Xk

* *

+ @ ¥ | OLD REPUBLIC INSURANCE GROUP
** **

www.orsurety.com
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TYPES OF BONDS
¢ Bid Bonds
e Performance Bonds
e Payment Bonds
¢ Supply Bonds
e Subdivision Bonds

PHLY aims to create a
support team around
each project to ensure the
best chance of success.

COMPANY CONTACT

Philadelphia Insurance
Companies

One Bala Plaza, Suite 100
Bala Cynwyd, PA 19004
(800) 873-4552
phly.com

PHILADELPHIA

[NsURANCE COMPANIES

Be Sure About Your Surety Team

OUR MISSION
Philadelphia Insurance Companies (PHLY) is a team of motivated, high
achievers committed to delivering innovative products and unsurpassed service
to niche insurance markets. Our surety division is no exception.

For many projects, surety bonds are a requirement. However, PHLY knows
the value a strong surety team can provide. PHLY aims to create a support
team around each project to ensure the best chance of success.

OUR PEOPLE

PHLY’s greatest asset is our people. All of our representatives have completed
our propriety surety training program and are ready to provide support based
on your unique needs. Additionally, PHLY has industry leading turnaround
time and a 96% customer satisfaction rating. Our experienced staff are
strategically located in all major time zones across the country to ensure your
underwriter is in the office when you are.

OUR STRENGTH

Financial strength plays a large role in the capabilities of any surety team. Not
only does it determine the single and aggregate bond limits they can extend,
but it also can be an indication of how reliable they are when it comes to
servicing debts.

PHLY has an excellent financial standing, with a rating of A++ (superior)
from AM Best and an A+ rating from Standard & Poor. Furthermore, PHLY
is nationally recognized as a member of Ward’s 50 Benchmark Group of
Property/Casualty insurance companies for outstanding achievement in the
areas of financial strength, claims performance and consistently favorable
underwriting results.

With superior risk management solutions, a national network of experts and

robust financials, consider PHLY for your surety needs.



http://phly.com

BE
43I\ SURETY BONDING
SURE

Every project needs design, balance, and support. To bring projects the surety support they need,
turn fo Philadelphia Insurance Companies. PHLY has recognized expertise in confract and commercial
surey bonds, from performance and payment bonds to subdivision, service confract, license and
permit, court, probate, and more. PHLY’s value is measured by the sfrength of relationships with its
partners. When you're ready to move your project forward, you need fo be sure. Be PHLYSure.

BE PHLYSURE. VISIT PHLY.COM/SURETY OR CALL1.888.321.4713.
AM BEST A++ RATING = WARD'S TOP 50 2001-2020 = 120+ NICHE INDUSTRIES

4 PHILADELPHIA

b =8 INSURANCE COMPANIES

A Member of the Tokio Marine Group

All coverages issued by Philadelphia Indemnity Insurance Company. Philadelphia Insurance Companies is the markefing name for the insurance company subsidiaries of the Philadelphia Consolidated Holding Corp., a
Member of the Tokio Marine Group. Coveragel(s) described may not be available in all states and are subject to Underwriting and certain coveragels) may be provided by a surplus lines insurer. Surplus lines insurers do
not generally participate in state guaranty funds and insureds are therefore not protected by such funds.| © 2020 Philadelphia Consolidating Holding Corp., All Rights Reserved


http://PHLY.COM/SURETY

2 CONSTRUCTION EXECUTIVE | NOVEMBER 2020

r
A

CONSTRUCTION
EXECUTIVE

CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

e Depth: One of the largest
construction law firms in
the United States

e Experience: Handles matters
in all 50 states

e Recognition: Top-tier firm
ranked by Chambers, Best
Law Firms and Legal 500

e Entrepreneurial: Understands
your business and the
importance of adding value and
improving your bottom line

Smith, Currie &
Hancock’s attorneys are

consistently best in class
and client focused, and
exceed expectations.

-Client Testimonial - Best Lawyers®
“Best Law Firms” for 2021

COMPANY CONTACT

Smith, Currie & Hancock LLP
2700 Marquis One Tower

245 Peachtree Center Ave., NE
Atlanta, GA 30303

(404) 521-3800
smithcurrie.com

ITHCURRIE

& HANCOCK LLP

Construction Law and
Government Contracts

ince 1965, Smith Currie & Hancock has served the construction

industry and government contractors worldwide. Smith Currie’s services

cover design, contract preparation, negotiation, project administration

and dispute resolution—from the ground up. Smith Currie combines

geographic, gender, generational and cultural diversity with a thorough

knowledge and understanding of the specific industries the firm serves
to help its clients achieve their strategic objectives.

1|

: Celebrating 55 years with

cu R R I E 55 projects to serve our
communities,

& HANCOCK LLP

CONSTRUCTION AND GOVERNMENT CONTRACTS

Smith Currie lawyers serve clients during all facets of a project, including:
contract negotiation and preparation, labor and human resources issues, safety
and health matters, insurance and bonding, contract administration, claims
preparation, prosecution, and defense; and in all forms of dispute resolution.
The firm advises on a wide array of public and private projects such as energy,
infrastructure, industrial, commercial, healthcare and governmental works.
Smith Currie is equally comfortable assisting clients entering the federal market
and advising experienced federal contractors on bidding and procurement
matters, project administration, claim preparation and prosecution, handling
disputes at the various boards and courts, as well as defending clients against
government investigations and claims.

ADMITTED STATES &
OFFICE LOCATIONS - .
Atlanta, GA .. ' "
Charlotte, NC

Columbia, SC “

Fort Lauderdale, FL

Raleigh, NC

San Francisco, CA .—-

Tysons, VA

Washington, DC ‘(

SURETY AND BONDING

Smith Currie knows how to deal with surety bond matters related to

construction projects. We understand that bonding is crucial to project
planning and execution to minimize performance and payment risks. We have
advised clients on bond-related rights and obligations arising during contract
bidding and performance, and we have represented various project delivery
team participants pursuing and defending bond claims. Our surety and
bonding experience covers private and public construction projects.


http://smithcurrie.com

Tinubu Square

DIGITAL TRANW
Tinubu Square Brings Cloud-
Based Technology to the
Surety Industry

inubu Square is the industry-leading SaaS platform vendor, enabling

digital transformation for surety and credit insurance carriers

worldwide. For over 20 years, we have delivered innovative, cloud-

based software solutions and best-in-class services, allowing insurers

to significantly reduce their exposure to risk and lower their financial,

operational and technical costs. Today, we operate around the globe
with offices in the United States, Canada, France, United Kingdom and
Singapore. Our international footprint includes 30 of the top 60 worldwide
surety and credit underwriters in more than 20 countries.

Expanding our surety expertise in the North American market, we have
been able to provide insurance carriers the technology they need to grow in
this increasingly fast-paced environment with Tinubu eSURETY®. Tinubu
eSURETY" is a world-class, cloud-based solution, enabling carriers, brokers
and MGAs to securely apply, quote, bond, issue and support every form of
surety. Tinubu eSURETY?” offers a powerful, direct-to-consumer experience
on any device, from any browser, anywhere in the world. This robust
cloud-solution can be fully white-labeled or integrated with the insurers’
branding and messaging. The importance of choosing a surety platform to
deliver bonds and the company standing behind the platform matter more
than most people think.

* Opportunities arise and change rapidly: The platform, used by brokers
and provided by carriers, should react in-sync to contractors’ response
to changes and bids.

* On-the-go accessibility: Solution and service response matters when
submitting a bond online, in the office and in the field.

* Dashboard analytics and reporting: The surety platform should assist
the broker and the contractor to visualize cash flow, scheduling and
project milestones.

e Full compliance with global regulations: The platform provider
should have the experience and resources to keep up with rapidly
evolving technology and all surety industry requirements.
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CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

¢ 170+ employees

 Global offices in the United
States, Canada, France, United
Kingdom and Singapore

e Currently serving 30 of the top 60
global surety and credit under
writers in more than 20 countries

e Tinubu Square offers a unified
platform for credit insurance
and surety

e Tinubu eSURETY® enables the
quick distribution of digital
surety bonds to carrier networks

THE DIGITAL TRANSFORMER OF
CREDIT INSURANCE & SURETY

COMPANY CONTACT

Tinubu Square

1319 Lake Drive
Casselberry, FL 32707
(904) 395-1610
tinubu.com

CONSTRUCTIONEXEC.COM
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CORPORATE PROFILE:

LEADERS IN
SURETY &
BONDING

COMPANY HIGHLIGHTS

e | argest privately-owned surety
writer in the industry*

e Surety specialists since 1904

¢ 20 regional locations across
the country

¢ A- “Excellent” AM Best Rating

e $72 million in combined
Treasury Listing

*Surety & Fidelity Association of America —
Top 50 Writers of Surety Bonds 2019.

Our resources are
dedicated to four major
lines, making us one of

the most comprehensive
sureties in the industry.

-Ken Chapman, Executive Vice President, Surety

COMPANY CONTACT

IFIC Surety, a member of IAT
kenneth.chapman@
iatinsurance.com

(973) 776-8455

ific.com

IFIC

—+ Surety

Surety Experts.
Steadfast Partners.

s one of the largest
privately-owned
surety providers,
International Fidelity
Insurance Company
(IFIC)—a member of
IAT Insurance Group—offers
products to construction
and non-construction
companies and individuals.

We are recognized for our
commitment to underwriting a broad range of surety risks and for loyalty to
our customers through unpredictable business cycles. With deep expertise, we
have the flexibility to underwrite based on both the tangible and intangible
qualities of our clients. We focus on the underwriting of each account or bond
request based on its own individual merits. Through close partnerships with
our network of independent agents, our regional offices have the resources to
make quick, informed underwriting decisions.

Today, we operate out of 20 regional office locations throughout the United
States, servicing four major business lines: contract, commercial, subdivision
and specialty.

Our primary focus includes small- to mid-sized contractors (e.g., general
contractor, subcontractor, engineering and heavy highway) performance and
payment bond obligations. In addition, we offer a comprehensive commercial
surety suite of products, such as compliance, probate, financial guarantees,
customs, commercial contract and many other obligations.

Partnering with an experienced surety agent and surety provider is a best
practice for successful contractors. We can help with that.


http://ific.com
mailto:kenneth.chapman@iatinsurance.com
mailto:kenneth.chapman@iatinsurance.com
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Peckar & Abramson, P.C. ‘

CONSTRUCTION
EXECUTIVE

COUNSEL TO THE CONSTRUCTION INDUSTRY

Peckar & Abramson, P.C. CORPORATE PROFILE:

COMBINING A COMPREHENSIVE UNDERSTANDING OF THE LEADERS IN
LEGAL AND PRACTICAL ISSUES AFFECTING SURETIES WITH SURETY &
THE NATION’S LEADING CONSTRUCTION PRACTICE BONDING

We recognize
that sureties place a
premium on pragmatic,

ureties are calculated risk takers, which means they need legal advisors SBﬂSIb/B and COSf-
who thoroughly understand the intricacies of laws governing their rights effective solutions.

and obligations, as well as the complexities and realities of the con-

struction industry in both the public and private sectors. The lawyers at
Peckar & Abramson have a combined understanding that allows them to
provide efficient, insightful and effective counsel to sureties.
We understand that a claim against a performance bond, payment bond OFFICE LOCATIONS:
or other construction bond sets off a complex series of interrelated events
that require a surety to quickly evaluate the facts and circumstances behind
the claim and understand its rights and obligations in order to develop
an effective strategy. We are dedicated to minimizing loss and avoiding
unnecessary litigation. However, when necessary, we leverage our litigation
and dispute resolution experience to protect our clients’ interests. Peckar
& Abramson has successfully resolved performance bond, payment bond,
indemnification and subrogation claims through litigation and ADR in
matters throughout the United States and abroad.

Our attorneys draw upon this combined understanding to assist our surety
clients with matters involving:

* Performance and payment bond claim investigation, analysis, response

and litigation; Los Angeles, CA; Oakland, CA; Washington, DC;
* Meetings with bond principals, obligees and indemnitors; Miami, FL; Chicago, IL; River Edge, NJ; New
* Negotiation, drafting and management of takeover, tender and York, NY; Austin, TX; Dallas, TX; Houston, TX
completion arrangements;

* Enforcement of indemnity rights and prosecution of indemnity actions;
* Enforcement of subrogation rights and prosecution of subrogation actions;

* Contesting a bond principal’s default termination and pursuit of principal’s COMPANY CONTACT
affirmative claims;

* Protection of sureties’ rights in bankruptcy proceedings and receiverships; Peckar & Abramson, P.C.

* Negotiation and drafting of bond and indemnification documents; and 2055 L Street, NW, Suite 750

* Monitoring of tender arrangements.

Washington, DC 20036

We recognize that sureties place a premium on pragmatic, sensible and cost-

effective solutions. Our experience allows us to provide high-quality representation (202) 293-8815
while never losing sight of our clients’ priorities and putting Results First . mzisa@pecklaw.com
Peckar & Abramson’s Surety Practice is chaired by Michael C. Zisa who practices in the Washington, D.C., office. )eCklaW,C()m

CONSTRUCTIONEXEC.COM
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What terms should contractors include in all contracts
going forward in light of the pandemic?

Force majeure language should
be a key component of contract
forms moving forward. While
the term may not be included,
language addressing delays and

time extensions is a must.

BRENDAN SCHRIBER
VICE PRESIDENT, SURETY
IFIC Surety, a member of IAT
Insurance Group.

Less often discussed are
escalation clauses, which
allocate the risk between
the contractor and owner
when the cost of material

or labor increases.

STEVE DORENKAMP

VICE PRESIDENT/CLAIMS MANAGER
Merchants Bonding Company

Who is who? What’s the
difference between
an agent, underwriter and
attorney-in-fact?

Agents match surety bond seekers
with insurance companies, while
underwriters analyze the risk of
approving a bond. An attorney-in-
fact is legally empowered to act on
behalf of the surety company.

SANDI BENFORD
VICE PRESIDENT, SURETY DIVISION
Philadelphia Insurance Companies

How do you think the pandemic
will permanently change the
construction surety bond
industry?

-

I see a renewed focus on
nationalization versus globalization,
something not seen in many
years. Sureties and brokers have

streamlined underwriting and the

delivery methods of bonds.
RICHARD HALLETT

PRINCIPAL, DIRECTOR OF SURETY
Marsh & McLennan Agency

How do you think the pandemic will permanently change the construction surety bond industry?

7 4

Wet-ink signatures and
embossed corporate seals will
be replaced with electronic
signatures and may eventually
lead to the elimination of

notarized signatures.

ANTONIO C. ALBANESE
VICE PRESIDENT — HEAD OF SURETY
Surety | Management Liability
and Specialty

ae

The immediate and dramatic
change to our way of life caused

by the pandemic has allowed for
widespread adoption of new tools

and technology across our businesses.

BROCK MASTERSON
SENIOR VICE PRESIDENT,
CONSTRUCTION GROUP DIRECTOR,
CONSTRUCTION SURETY
Chubb

It is wise to partner with a
strong nationwide surety
company that understands your
needs and can readily weather
the different business cycles.

ANDREW A. DICKSON
SVP, HEAD OF SURETY
Hudson Insurance Group

Those who possess integrated
communications that enable
“state of the art” decision-making
and streamlined business
processes will benefit in
this pandemic.

DANIEL FITZGERALD

VICE PRESIDENT SURETY, AMERICAS
Tinubu Square


http://ific.com
http://www.merchantsbonding.com
https://www.phly.com/Home/Index.aspx
https://www.marshmma.com/
https://mls.nationwideexcessandsurplus.com/fs/products/surety/
https://www.chubb.com/us-en/
https://hudsoninsgroup.com/
https://www.tinubu.com/

Electronic bonds are becoming more acceptable.
What is the future of electronic bonding?

I think there are no good reasons
to go back to the days of paper-
and-wet-ink signatures on bid,

performance and payment
bonds; digital is the future of
surety bonds.

MARK MUNEKAWA
PRESIDENT
National Association of Surety Bond
Producers (NASBP)

Its widespread use ensures
surety’s continued presence
within the greater financial

community, and increases the
ability to compete with other
credit instruments.

AL WRIGHT
SVP, MIDDLE MARKETS
CONTRACT SURETY
Crum & Forster

What are “consequential
damages,” and how can
contractors evaluate this risk?

If consequential damages
cannot be waived, capped or
narrowed in the contract, take
a broader view. Consider the
project characteristics in
pricing the risk.
DAN POPE
REGIONAL VICE PRESIDENT,
SOUTHWEST REGION
Old Republic Surety Company

What are the roles of a bond underwriter and a bond producer?

It is the producer’s responsibility
to present the contractor in
the best light to the most
appropriate underwriter with

the most appropriate surety.

CLIFF SPICKLER, CWCA
CONSTRUCTION AND SURETY
PROFESSIONAL
INSURICA

Read all the insights these industry leaders have to share at

First know where your bond
underwriter and bond agent
sit, so you can then understand

where they stand.

DONALD T. JOHNSON

ASSISTANT VICE PRESIDENT - SURETY

CNA Surety

Working together, the surety

underwriter and surety bond

broker can establish a tailored
program to help put the

contractor in a position
to succeed.

DARRIN J. OELKE, AFSB

REGIONAL UNDERWRITING OFFICER

Travelers Insurance

ConstructionExec.com/Executivelnsights

What key elements should
contractors consider when
implementing a change order
management strategy?

Contractors often unwittingly
wind up performing change
order work for free because

field personnel may not
compare the contract
documents to field conditions.

HENRY W. NOZKO, JR.
PRESIDENT
ACSTAR Insurance Company

What advice do you have for
contractors considering making
a claim on a surety bond?

Contractors considering making
a claim on a bond should ensure
they carefully read the bond.
Failing to follow the strict
requirements in the bond may
be fatal to a claim.

SHOSHANA ROTHMAN

ATTORNEY
Smith, Currie & Hancock LLP
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How can having a qualified
construction CPA help increase

How does a surety adjust a CPA-
prepared financial statement to

What should a construction
firm take into account when

What best practices should a
construction company adhere

your bond line?

An experienced construction
CPA firm can be vital by helping
to communicate a contractor’s
needs with the bonding company
through proper financial

reporting and documentation.

MICHAEL CESCHINI
MANAGING MEMBER
Ceschini CPAs

calculate a construction firm’s
bond program?

A

Not only is the level of CPA
financial reporting critical
during the bonding process; the
experience and reputation of the
CPA in the construction arena
are equally vital.

TODD FEUERMAN
DIRECTOR
Ellin & Tucker

to when navigating their
contracts today?

It is more important than ever
for companies to consider their
dispute resolution options when

drafting new contracts.

MICHAEL A. MARRA
VICE PRESIDENT
American Arbitration Association
International Centre for Dispute
Resolution®

deciding to terminate
for default?

47>

Before making the decision to
terminate, contractors must
also consider how they will

complete the terminated
contractor’s work.

MICHAEL C. ZISA
CHAIR, SURETY AND CONSTRUCTION
RELATED INSURANCE DEFENSE
Peckar & Abramson, PC.
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CONTRACTOR SURETY BONDS

ACSTAR is the nonstandard surety market
where worthy accounts obtain the most favorable terms anywhere

A
AR
A
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ey INSURANCE COMPANY

30 South Road, Farmington CT 06032
860-415-8400

Hank Nozko, Jr. Email: nozkojr@acstarins.com

Henry Nozko Il Email: nozko3@acstarins.com

Rated AYI by AM Best Company - Licensed in all 50 states - On the Treasury Department’s list of Approved Sureties
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Surety Bonding Would
Provide Peace of Mind for P3s

BY LEE COVINGTON

nfrastructure is the backbone of

a healthy economy. It enables

trade, powers businesses, con-

nects workers to their jobs and

gives more than 325 million

people in the United States the
means necessary to live and work
in their communities. The need
for modern, efficient and reliable
infrastructure is at its all-time high;
however, the cost of infrastructure
improvements in our country far
exceed the available funds at the
state and federal level.

Due to the lack of funding, many
public entities are considering pub-
lic-private partnerships, also known
as P3s, as a way to finance and com-
plete necessary infrastructure projects.

Unlike traditional methods of
construction for public works
projects, P3s allow private part-
ners to participate in the design,
financing, construction, operation
and maintenance of a project. The
public entity signs a contract with a
private partner, committing public
funds to repay the private partner,
plus a profit, over a period of time
ranging 30 to 99 years. The private
partner chooses and pays the con-
struction contractor and oversees
the construction project.

P3s are transforming the way
public infrastructure projects are
being completed; however, a critical
aspect is often overlooked—the

Lee Covington

need for surety bonding protection.

Rebuilding the nation’s infra-
structure is essential, but doing it
without the protection of a surety
bond should not be an option.

Risky Business

Although procurement methods
have evolved—including the
increased use of P3s—construction
risks remain the same. Contractors
can run into financial difficulty on
public projects for a number a rea-
sons, particularly during uncertain
economic times.

Over 100 years ago, the U.S.
adopted a policy requiring surety
bonds on all public works proj-
ects. These bonds guarantee
that funds will be available to
complete the project and pay the
subcontractors, suppliers and
workers on the job even if the
contractor defaults. But what

happens if a surety bond is not in
place? Multiple stakeholders are at
great risk.

At this time, bond requirements
for P3s vary from state to state, and
thus the extent of protection varies
greatly. Without a surety bond in
place, taxpayers bear the burden
of paying any excess completion
costs should a contractor default.
Subcontractors, suppliers and
workers can be left unpaid and
cannot lien public property for
payment. Public officials are left to
handle angry constituents, unem-
ployed and unpaid workers, and a
tarnished reputation for not com-
pleting projects they had promised.

Surety Bonds

Empower Contractors

In addition to the completion and
payment protection surety bonds
provide for infrastructure projects,
another primary benefit of bond-
ing is the surety’s prequalification
of contractors. Sureties perform

a robust review of a contractor
and their projects as part of their
underwriting of the contractor.
The surety provides a bond only
to contractors that are financially
capable of performing the work.
The surety examines the contrac-
tor’s experience in the type of work
to be performed, ability to work
in the region where the project is



Without a surety bond in place,

taxpayers bear the burden of
paying any excess completion costs
should a contractor default.

located, current work in progress
and overall management, as well as
its capital and record of paying its
obligations. This broad view by the
surety ensures better diligence in
vetting project bidders.

With surety bonds backing
their projects, public agencies
can be assured their projects will
be completed, mitigating the
financial risk to the stakeholders
involved. Experienced sureties can
also help private entities resolve
issues before and during the term
of a P3 project.

Surety bonds empower contrac-
tors. Contractors have access to
more work when they are backed
by surety bonds than by soley
relying on their own balance sheet.
This significantly benefits small,
emerging, disadvantaged and
minority contractors.

Modernizing TIFIA

Bonding protects taxpayer dol-
lars, ensures project completion,
supports economic growth, and
protects local small business sub-
contractors and suppliers. Along
with several construction industry
stakeholders, the surety industry is
advocating for federal laws, such as
the Transportation Infrastructure
Finance and Innovation Act
(TIFIA), to be modernized,
requiring P3s to follow the same
payment and performance security

requirements as all traditional (non-
P3), federally funded construction
delivery methods.

While P3s provide a mecha-
nism for greater private-sector
participation in all phases of
the development, operation and
financing of transportation proj-
ects, a proposed amendment is
needed to clarify that performance
and payment security is required
to protect the public interest,
regardless of the construction
delivery method.

Through their bipartisan bill,
Promoting Infrastructure by
Protecting Our Subcontractors
and Taxpayers Act, Reps.

Stephen Lynch, D-Mass., and
Troy Balderson, R-Ohio, are
seeking to ensure these critical
bond protections are included on
TIFIA-financed projects as they
would be for any other federally
funded project.

Securing the Future

The recent pandemic-induced
financial downturn has fueled a
heighted interest in surety bonds
for P3 projects. Public agencies
and investors want to protect
their investments in any eco-
nomic environment. Surety bonds
offer assurance that the contrac-
tor is capable of completing the
contract on time, within budget,
and according to specifications.

Requiring bonds not only reduces
the likelihood of default, but with
a surety bond, the owner has the
peace of mind that a sound risk
transfer mechanism is in place.
The burden of construction risk
shifts from the owner to the
surety company.

Surety bonds are a simple, yet
effective way to protect the inter-
ests of public owners, investors,
taxpayers, subcontractors, suppli-
ers and workers. [0

Lee Covington is president and CEO
of the Surety & Fidelity Association
of America. For more information,
VIsit surety.org.

Emilio Alvarez, CPA

Managing Partner of
the Audit Division

ealvarez@hcoadvisors.com

South Florida’s Premier
Construction Accounting Firm

2320 Ponce De Leon Blvd.,
Coral Gables, FL 33134

www.hcoadvisors.com

H&CO.

Global CPA Firm
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Getting the Band
Back Together: How a
Surety Team Can Hit

the Right Notes

BY MICHAEL SENECAL

hen business is on an
even keel, it’s rela-
tively easy to get work
done. But things get
tougher when unfore-
seen challenges such as
COVID-19 disrupt the status quo.

Just as a singer is supported by
guitar, bass and drums, the most
effective surety bond producers
call on different forms of expertise
to ensure they hit the right notes
during client conversations.

The quality of music, however,
depends not just on the ability of
the individual musicians, but also
on how well they play together.
Surety bond producers and con-
tractors that build agile support
networks see more bids and
projects through to orderly com-
pletion and set themselves up for
sustained superior performance.
In addition, when fundamentals
are in place, surety teams can
more assuredly anticipate and
respond when change happens, as
it inevitably does.

Opver the past few cycles, noth-
ing has brought as much change to

construction surety as COVID-19.
Stoppages and shutdowns, supply
chain and worker disruptions, as well
as unprecedented financial challenges
put the onus on contractors—and
the teams they have around them—
to perform like rock stars.

Those who can make that happen
will emerge from COVID-19
bigger and better than ever. So,
if you have let your professional
relationship with your surety bond
producer and other surety team
advisors wane or fall by the wayside
during the last period of growth, it’s
time to get the band back together.

A Relationship Business

As president of Skillings Shaw &
Associates, located in Lewiston,
Maine, and as a National
Association of Surety Bond
Producers (NASBP) past president
and an instructor at the association’s
prestigious William J. Angell Surety
School, Robert Shaw is a prime
example of a surety bond producer
who is accustomed to playing that
upfront role, orchestrating success
for construction clients.

COVID-19 just
makes that responsi-
bility more acute. In
a relationship-based
business, Shaw is all

., about putting the
Robert Shaw most effective team
possible around the table.

“That ends up helping all of
us,” Shaw says. “Teamwork clearly
helps the contractor, but it helps
our team, too, because in a situ-
ation like what’s going on with
COVID-19, surety companies are
making credit decisions based on
historical information. Moving
forward, figuring out how all of
that works and what the ramifica-
tions are is key.”

Frequently con-
sulting with Shaw
and serving many
of the same con-
struction markets in
New England are:
David Jean, a CPA
at Portland-based Albin, Randall
& Bennett, who leads his firm’s
construction services group and
serves on NASBP’s CPA Advisory

David Jean



Council; Robert
Ruesch, partner at
the Portland-based
Verrill Dana law firm;
and Ralph Pulver,
vice president of the
Robert Ruesch  construction services/
bond practice at Travelers in nearby
Hartford and also a faculty member
at the NASBP Surety School.
“When I have people who are
experts in the construction world

in their respective trades, but
also extremely knowledgeable
relative to what's happening now,
that allows me to work with my
contractors and folks at surety
companies to maximize capac-
ity during these unprecedented
times,” Shaw says.

Bottom-Line Implications

of COVID-19

In terms of financial impact,
Jean reports, COVID-19 has
implications from the bidding
stage to project completion, with
effective communication among
all pertinent advisors key to
ongoing viability.

“Advisors need to be talking
proactively with their contractor
clients about best practices—what
we're seeing in the industry, what
changes are taking place, and how
they can better prepare to deal with
all the uncertainty,” Jean says. One
of those is the impact of job slow-
downs on profit potential.

“As some private work dries
up, that means more contractors
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21st Century Mediation

CPAs that
understand
N the unique

Access the NASBP Virtual
Seminar “Getting the
Band Back Together” at
learn.nasbp.org/products

Access the NASBP Podcast
“#18 Advising Construction
Clients: A Conversation With
a Surety Bond Producer and
CPA” at letsgetsurety.org

chasing public work,” he says.

“And with more people bidding on
public work, margins are tighter.
What this is going to look like next
year nobody knows, but contractors
need to start preparing.”

Ernest C Brown, Esq, PE
A very, very experienced construction attorney’ ...
[He] is praised for his ‘very smart and practical’ approach.”
“America’s Leading Lawyers,” Chambers USA

¢ Pre-Mediation Calls

* Review of Briefs, Contracts, & Reports
* Full Day, Multi-Party Video Mediation
e Assistance in Settlement Documents

* Follow Up with Parties

e Zoom, MS Teams or Webex Platforms
* Special $6,000 Flat Fee, Code: CE
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Give us a call at 800 832-6946

or visit ErnestBrown.com

aspects of the
construction
industry
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Cost increases for materials,
along with safety and risk mit-
igation costs and even costs for
remote work, are also impacting the
bottom line, both for backlogged
jobs and new bids, Jean says. Issues
syncing up the sequence of subcon-
tractors, all of whom are involved
in a project and are all facing the
same challenges, introduce even
more ineficiency.

“In general, our clients are find-
ing they’re not as productive as they
have been,” Jean says.

At least during the initial phase
of the pandemic, PPP funds were
able to mask some of the worst
financial impacts for many con-
struction businesses that would

otherwise have been struggling,
especially those in jurisdictions for
which construction was temporarily
locked down. Depending on how
the government elects to dispense
any additional economic support,
however, PPP might have simply
delayed any eventual downturn.

Managing the Legal
Ramifications of Change

In an unpredictable business environ-
ment, maintaining communication
integration with accounting, project
management and estimating system
backbones protects against loss of
documentation for items of nego-
tiation that should be part of an
electronic job file.

FIND OUR
PREMIER LEADER AGENTS.

DELAWARE
B+H Insurance | BHI3465.com
Pratt Insurance | Pratt-Insurance.com

New Castle Insurance | NewCastlelnsure.com

The Insurance Market | InsuranceChoices.com

MARYLAND
Avery Hall Insurance | AveryHall.com

MICHIGAN
Olivier-VanDyk Insurance | OVDInsurance.com
Acrisure | Acrisure.com

PENNSYLVANIA
Enders Insurance | Enderslnsurance.com

Horst Insurance | Horstlnsurance.com

Lechner & Stauffer | LechnerStauffer.com

Murray Securus | Murraylns.com
Nicklas Insurance Group | NicklasGrp.com

“That’s more important today
than ever, because things are in flux
and plans that have previously been
made are changing,” Jean says.

Ruesch adds that COVID-19’s
potential disruption of formerly
stable personal relationships puts
even more emphasis on the impor-
tance of good documentation.

“People change positions, espe-
cially now, and that highlights the
need for written documentation
and communication,” Ruesch says.
“These days, I'll call somebody
up on the phone or we'll have a
Zoom and establish that direct line;
but the importance of discipline
and adhering to notice provisions
cannot be overstated. The reason is
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that, in the context of a dispute, there’s an inclination
among people in a courtroom or arbitration setting to
not believe something happened if there’s not a contem-
poraneous piece of paper or an email that documents
it,” he says.

That still holds true for parties in negotiating rela-
tionships even when they’ve been working together
for years, according to Ruesch. “There’s often a reluc-
tance to send an email or take a position because you
don’t want to upset the person who’s going to receive
it,” he says. “It’s important to appreciate that there’s
a way to communicate a position without necessarily
being adversarial.”

In these areas and others, professionals like Ruesch
and Jean contribute their expertise in uncovering and
assessing the impact of change on contracts—and
vice versa.

“There’s no better advice I could give to a client in
any of my roles within the construction industry than
to identify problems early and be proactive in commu-
nicating about them,” Ruesch says.

The Team Imperative
Thats exactly why the most successful contractors
surround themselves with carefully selected business
professional advisors: bond professionals like Shaw,
financial professionals like Jean and construction law-
yers like Ruesch, along with insurance professionals,
systems I'T professionals and others.

“For the privately held company,
this team may serve as a quasi-advisory
board,” Ralph Pulver says. “These advi-
sors not only know their own professions
really well, but also become intimately

knowledgeable about the construction
Ralph Pulver ~ companies they serve.”

“No good question can be out of
bounds,” Pulver adds. “When COVID-19 hit, one of
our clients said to me, fire away with any and all ques-
tions about how we're dealing with this because we're in
uncharted waters.”

For the contractor advisory group, then, collaborative
work becomes a requirement.

“COVID-19 found us all quickly placed in that
territory, with topics like force majeure clauses, PPP
loans, new ways of looking at project safety and the
necessity of assessing the financial impact of work

We weren't there when
Timmy used a pillow as
a load-bearing wall in
his fort.

But we were in the room

25 years later when he
negotiated the most lucrative
construction contract in his
company’s history.

ELLIN&TUCKER
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delays and cancellations; the list
goes on,” Pulver says. “It’s critical
to keep the communication
ongoing, and I think those
advisers are doing an incredible
job of boiling down all the
available information and telling
them what’s most important.”

Getting Contractors

Their Share of Work

In the heat of this past summer near
Lewiston, Shaw held a get together
with a few of his construction
clients. The goal was to get every-
body up to speed about some of the
changes that had recently been made
in the PPP program.

“I have a friend who has a field
and a barn,” Shaw says. “I invited
about 10 or 12 of my contractors,
and we're all out in the field because
it seemed like the right thing to do,
with the proper hand sanitizers and
face masks and a couple of beers.
And we just kind of stood around
for an hour or so and chatted.”

“The interesting thing about our
business as surety bond producers is
that the end products we provide all
look the same; my bond looks like
my competitors’ bonds,” Shaw says.
“What sets everybody apart is the
knowledge and resources we bring
to the table that enable our clients to
maximize their bonding capacity.”

And the band plays on. “If
somebody who has a weakness
needs some help and I can get one
of these guys involved, they make
me look good,” Shaw says. “My job
is to make sure the right team is in
place—that we have the band ready
to make the kind of music we want
to make. When we do that, our
contractor clients achieve their goals
and objectives.” [@E

Michael Senecal is a freelance writer
for the construction and insurance
industries and a regular contributor
to publications by Naylor Solutions
and NASBP For more information,
email msenecal @gmail.com.
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Electronic Signatures for
Surety Bonds: Widespread
Adoption Needed

BY LAWRENCE LECLAIR AND JULIE ALLEYNE

he COVID-19 pandemic
has forced many U.S.
businesses to become more
flexible with the way they
operate and conduct busi-
ness. When state governors

began to issue stay-at-home and/
or social distancing orders earlier
this year, the surety industry was
confronted with adhering to these
orders while attempting to meet
the traditional federal, state and

local requirements surrounding the
acceptability of surety bonds.

In most jurisdictions, in prac-
tice, a surety bond is accepted as
fully executed by most governmen-
tal authorities when it includes a



‘ Executing surety bonds
electronically is not a

new practice.

wet signature, a raised corporate
seal and notarization. Because this
practice requires the close, physical
presence and proximity of multiple
persons, including a public notary,
it runs afoul of social distanc-
ing and stay-at-home orders, in
addition to needlessly endangering
human health.

In short, the current practices
required by most public owners of

executing physical copies of bonds is
unworkable and imprudent during
the COVID-19 crisis in order to
maintain a safe environment for
those executing, delivering and
receiving surety bonds. Adherence
to such practices also is less efficient
and is simply an outdated practice,
as the advent of technologies and
legal authority permitting execution
and delivery of electronic bonds

with digital signatures and seals is
here and equally enforceable.

Executing Surety

Bonds Electronically

Executing surety bonds elec-
tronically is not a new practice.
Commercial surety bonds, for
example, have been submitted
electronically for years in the form
of mortgage broker and customs
bonds. To date, no issues have
arisen with the enforcement of
electronic bonds in these sectors.
Nearly 20 years ago, the surety
industry recognized the need to
eventually transition from sub-
mitting paper bonds with wet
signatures to electronic bonds by
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creating a joint initiative, focused
on electronic bidding and bonding.
With the assistance of con-
struction industry stakeholder
organizations, this joint initiative
between NASBP and SFAA created
an educational best practices white-
paper, “eProcurement Bidding/
Bonding Guidelines,” to assist
public owners with implementing
electronic procurement methodolo-
gies and system characteristics that
respect the interests of all parties.
The whitepaper (available at sure-
tyautomation.org) was intended to
establish common parameters for
all public owners in the electronic
procurement and bonding process.
While a few states did adopt accep-
tance of electronic bid bonds through
the state departments of transporta-
tion, acceptance was not widespread
beyond those state departments.

The Legal Environment
Uniform Electronic Transactions Act
The electronic issuance of surety
bonds meets the legal standards
for the historic wet signature
and notary requirements. The
Electronic Signatures in Global
and National Commerce Act
(E-Sign), which is largely based
on the Uniform Electronic
Transactions Act (UETA), pro-
vides that a contract relating to
interstate commerce may not be
denied legal effect solely because
an electronic signature or record
was used in its formation.
E-records and e-signatures have
the same legal effect as paper con-
tracts and handwritten signatures,
subject to specific exceptions not
applicable in this context. However,
E-Sign and UETA both provide that

all parties must consent to doing

e —
business electronically. And therein
lies the issue for the surety industry.

While nearly all states have
adopted some form of UETA,
the challenge is the public owner
must consent to receipt of the
surety bond in this manner.
Recently, the Texas Department
of Insurance issued Bulletin
B-0035-20 to assist surety bond
companies in the performance of
their duties during the COVID-
19 outbreak. TDI’s bulletin,
however, stipulates that all parties
must agree to conduct business
electronically in this manner.

Remote Online Notarization
(RON) Model Act

According to the National
Notary Association, 24 states
have adopted the RON model to
allow for acceptance of remote
online notarization prior to

the pandemic. While the RON
model seems to be advancing
in the states, not all these states
have issued regulations. For the
surety industry, it is not a prac-
tical, workable solution during
the COVID-19 crisis under the
current RON model because:

* it’s not widely accepted in
all states;

e most of those states which have
adopted RON require a notary
to first register with and receive
certification by the state before
utilizing RON;

* some states require an in-person
presence to use RON; and

¢ while the model may address
other industries such as real
estate agents and attorneys, it
does not specifically address
surety transactions.
During stay-at-home orders,
a number of governors issued
Executive Orders to allow for some
form of virtual online notariza-
tion to adhere to social distancing
standards, which was helpful to
the surety industry as this solution
did not require preregistration or
the use of a particular platform as

in the case of RON.

Need for Immediate Action
The surety industry quickly real-
ized that elected and appointed
decision-makers and public
procurement officials needed to
be educated about the potential
health risks associated with tradi-
tional execution and delivery of
surety bonds during a pandemic
in order to comply with social
distancing orders.

Subsequently, the surety indus-
try, in early April, along with
its construction allies, began a
grassroots information campaign
targeting federal, state and local
elected/public procurement offi-
cials, which included background
materials requesting such leaders/
officials consider issuing emer-
gency orders requiring acceptance
of electronically executed and
delivered contract surety and com-
mercial surety bonds due to the
COVID-19 pandemic. The request
stated the following;

1. With respect to all construction
bonds, all government agencies
and officials shall accept surety
bonds and powers of attorney
containing e-signatures and
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Officials needed to be

educated about the health
risks associated with traditional
execution and delivery of bonds

during a pandemic.

e-corporate seals affixed to each
document and shall waive the
requirement of a notary.

2. With respect to all commercial
surety bonds, government
agencies and officials shall
accept all surety bonds and
powers of attorney containing
e-signatures and e-corporate
seals affixed to each document,
and shall waive the require-
ment of a notary.

Notable Successes

Because of the surety industry’s
dogged effort, several state and
federal agencies acted by tem-
porarily allowing bonds to be
submitted electronically. Most
notably, the U.S. General Services
Administration, one of the federal
government’s largest procurer of
construction services, issued a

FAR Deviation (Class Deviation
CD-2020-05) for sureties to use
electronic signatures in lieu of
manual signatures and which elimi-
nated the requirement for any seals.
Soon thereafter, the Department
of Defense issued a FAR Deviation
(DARS 2020-00016) providing
flexibility to DoD contracting offi-
cers regarding “original documents,
manual signatures, seals and notari-
zation in order to facilitate certain
essential contracting procedures.”

In May, the Small Business
Administration issued notice
(CONTROL NO.: 5000-20026)
that the Surety Bond Guarantee
Program will accept electronic signa-
tures on certain program documents.

Several states also took affir-
mative action in response to the
request, resulting in the issuance
of temporary emergency orders,
although those referenced below
have since expired.

* Georgia: EO June 16, 2020,
mandated contracting officers
accept electronic signatures
and corporate seals and waived
in-person notarization.

* Michigan: EO 2020-41 in
essence required the use of
electronic signatures, as well
as remote notarization and
witnessing, unless wet signatures
were expressly required by law.

* Minnesota: Department of
Commerce & Department
of Administration issued
regulation/guidance
accepting bonds with
electronic signatures.

* Tennessee: EO 28 suspended
the notarization requirement
on surety bonds and allowed
all government departments
and officials to accept
electronic signatures and
corporate seals.

* Wisconsin: Department of
Facilities Development and
Management moved to accept
electronic bid, performance
and payment bonds, as well as
remote online notarization.

Much Work Needs to Be Done
Prior to the COVID-19
pandemic, advocating for the
adoption of electronic bonds
was not viewed as a priority for
the surety industry. However,
the COVID-19 pandemic acted
as a catalyst for renewed focus
on the need for transitioning to
electronic bonding.

It is vital that public procure-
ment officers, in tandem with the
construction and surety indus-
tries, work together to find a
viable alternative to the execution
of surety bonds while continu-
ing to achieve the public policy
purpose of protecting state and
federal taxpayer funds and the
downstream parties that rely on
surety guarantees of performance
and payment.

NASBP and SFAA are explor-
ing a long-term strategy to
focus their energies and efforts
to advance the acceptance of
electronic surety bonds and will
continue to partner with their
contractor friends to enlist indus-
try-wide support and guidance on
this critical matter. [0

Lawrence LeClair is director of
government relations for the National
Association of Surety Bond Producers
and Julie Alleyne is vice president of
policy and general counsel for the Surety
¢ Fidelity Association of America.

For more information, email lleclair@
nasbp.org or jalleyne@surety.org.
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Risk Protection:

Force Majeure Agreements
Take on Renewed Relevance

BY MICHAEL E. CARSON

orce majeure clauses have
been standard in contracts
dating back hundreds of
years in the United States—
and even longer in Europe.
“Force majeure,” which is
French for “greater force,” removes
liability for unforeseen events that
prevent parties from fulfilling
contractual obligations.

In a year defined by the
COVID-19 pandemic, these
clauses have gone from boilerplate
basics to something worthy of
further examination and attention
in order to minimize risk for all
parties involved in a construction
project. Prior to COVID-19,
drafters might have considered
a localized or regional event that

would lead to invoking a force
majeure clause. It is doubtful, how-
ever, that anybody envisioned the
impact on such a world-wide scale.

Understanding the Agreements
Force majeure clauses cover
unforeseen events, a broad term
that encompasses both acts of
God and human-caused incidents.
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These range from natural disasters

like earthquakes and hurricanes to
acts of terrorism, strikes, political
strife, government actions, war
and other difficult- or impossi-
ble-to-predict disruptions. When
such an event occurs, the force
majeure clause attempts to remove,
or at least reduce, uncertainty as

to the rights and liabilities of the
parties to the agreement.

Sureties issue performance
bonds, which are intended to
provide additional assurance that a
contractor will perform the terms
and conditions of a construction
contract. If; for example, a bonded
contractor goes out of business,
the surety may be obligated to step
in and complete the construction
project, find a replacement contrac-
tor or make a payout to the owner.
Whether the surety’s obligation is
triggered is dependent upon several
factors that are defined by the
underlying contract, the terms of
the performance bond and applica-
ble legal concepts.

Takeover and completion agree-
ments are a contractual mechanism
through which a surety may be
involved in the completion of a
construction project. The takeover
agreement is generally between the
project owner and the surety, and it
provides that the surety will arrange
for completion of the construction
project. A completion agreement
may be a separate agreement that
is generally with a completion
contractor who has been retained to
perform the original scope of work.

The Impact of COVID-19

The fallout from COVID-19

has been extensive. International
and domestic supply chains have
been disrupted, which can have

an impact on the ability of some
contractors to complete projects
on time or even at all. Workers
exposed to COVID-19 may fall ill
or may be in mandatory quaran-
tine for a lengthy period if they are
exposed to the coronavirus, causing
labor-related delays.

If the contract doesn't contain
a force majeure provision or if
the provision doesn’t specifically
mention epidemics or pandemics,
the contractor may be exposed
to liability without a contractual
remedy for extensions of time
or increases in compensation. In
this case, the obligee may have an
argument that the contractor must
still perform the work. Then again,
the contractor may argue that its
performance should be excused for
reasons including an impossibility,
impracticability or frustration of
purpose argument.

The ambiguity of a force
majeure clause or lack thereof may
result in lengthy and expensive
litigation, which is undesirable
to all parties. This has become
an issue for sureties as bonded
construction companies are ter-
minated and sureties are being
asked to perform, despite facing
some of the same challenges that
may have led to the termination.
When negotiating takeover and
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Cooperative solutions to

COVID-19-related project
disruptions involve extensions of time
as opposed to financial change orders.

completion agreements under

such circumstances, a surety must
consider the labor and supply chain
disruptions, increased costs and
scheduling impacts resulting from
the pandemic.

In addition to labor shortages
caused by illness or quarantine
requirements, in some jurisdictions
significant shutdowns have been
required by governmental executive
action, which may result in delays.
In some cases, owners are still
demanding that the surety meet
scheduling deadlines and obtain
labor and materials without allow-
ance for the COVID-19 impact.

The surety should attempt to
address and negotiate these issues
up front, both regarding prior
impacts and potential future
impacts that may arise as the
pandemic continues. In the alter-
native, the surety should attempt
to include a clear reservation of
rights and its own force majeure
clause that addresses COVID-19
as a means to preserve its rights to
negotiate, arbitrate or litigate these
issues when the project is complete.

Mitigating Risk When Disasters
Strike and Before Termination
When an unforeseen and arguably
force majeure-level event disrupts
a construction project, the best
outcome usually occurs when all
parties—the surety, principal and

obligee—work together toward
a mutually beneficial resolution
before termination. This often
requires flexibility of terms.

For example, a paving contractor
on a major municipal project had
dozens of crew members out of
work as a direct result of COVID-
19. This put the future of the project
at risk. To continue work with lim-
ited crew members would mean the
project would take longer to com-
plete. More importantly, this would
increase expenses as the contractor
would need to extend the rental of
necessary equipment and keep traffic
control staff on the payroll for a
longer period. The surety, contractor
and municipality agreed the best
approach would be to temporarily
cease work until a full crew was
available to do the work as planned
rather than argue about change
orders related to inefficient work and
extended general conditions.

Another project involving a
bonded HVAC contractor was going
to be delayed when a contractually
required material was not obtainable
due to the government shutdown
and resultant supply chain impact.
Rather than insisting upon the
specifically sourced material, the
interested parties were able to agree
to accept a substituted material from
another vendor.

In general, cooperative solutions

to COVID-19-related project

disruptions involve extensions

of time as opposed to financial
change orders. No matter what
the solution, the best results occur
when all parties are flexible and
work together.

The Future of Contracts

Force majeure provisions are often
written in general language. For

a long time, this was considered
enough, as entities often agree

on what constitutes a standard
unforeseeable event and the
provision is infrequently activated.
However, the onset of the COVID-
19 pandemic and its far-reaching
impacts underscore the need to
further consider the language within
a force majeure clause.

To limit exposure, it is important
to consider a force majeure clause to
ensure it provides specific language
about pandemics, epidemics and
other public health emergencies.
This language must be clear to limit
liability, especially during a time
when a global pandemic is no longer
an abstract possibility but rather a
foregone reality. The ability to foresee
a pandemic and its fallout allows for
the argument that the force majeure
clause no longer covers its impacts,
unless the clause explicitly includes a
pandemic as a force majeure event.

The COVID-19 pandemic is a
reminder that all parties should
regularly revisit standard clauses
and provisions to ensure they are
offering the best protection possible
against shifting risks. [0

Michael E. Carson is director

of surety claims for Nationwide
Mutual Insurance Company. For
more information, email michael,
carson@nationwide.com.
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Subcontractor Failure to
Pay Employee Wages Could
Fall on General Contractors

BY MICHAEL C. ZISA

eneral contractors must
realize the risk of being
held liable for a subcon-
tractor’s failure to pay
timely and proper wages
to their employees and/or
lower-tier subcontractors.

Maryland, Virginia, California
and the District of Columbia have
recently rolled out laws that create a
significant risk for general contractors
to consider. The laws impose joint
liability on general contractors for a
subcontractor’s failure to pay timely
and proper wages to their employees
and lower-tier subcontractors.

As a result, general contractors
have the potential to pay twice for
labor, in addition to bearing the
responsibility for statutory liqui-
dated damages and attorney’s fees
that are imposed for violations of
these laws, which in some states
include treble (three times) dam-
ages. Therefore, it is essential for
general contractors to understand
these laws and develop strategies to
protect themselves from violations.

Specific Codes of Law

The D.C. Wage Payment and
Collection Law (WPCL), D.C.
Code § 32-1301, et seq., requires
employers to pay timely wages to

their employees; and if they fail,

the employer is liable, as liquidated
damages, for 10% of the unpaid
wages for each working day that the
failure persists, or an amount equal
to treble the unpaid wages, whichever
is smaller. The WPCL goes on to
provide that the subcontractor and
general contractor shall be jointly and
severally liable for these violations.

Similarly, in Maryland, the
General Contractor Liability for
Unpaid Wages Act (GCLUWA),
Md. Code Ann., Lab. & Empl. §
3-507.2(c)(1), states that a general
contractor shall be jointly and
severally liable for its subcontractors’
failure to pay employees in accor-
dance with Maryland wage laws.
The GCLUWA not only applies to
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the subcontractors, but also applies
to lower-tier subcontractors. In
addition to being held liable for the
unpaid wages, the general contractor
will also be held liable for liquidated
damages, which is up to an amount
not exceeding three-times the wage,
as well as reasonable attorney’s fees
and other costs.

In Virginia, Va. Code 11-4.6
makes general contractors on con-
struction projects over $500,000
liable for any wages its subcontrac-
tors of any tier fail to pay. Further,
general contractors are deemed to
be the employer of the subcontrac-
tor’s employees for the purposes of
Va. Code § 40.1-29, which imposes
civil and criminal penalties on
employers in the case of unpaid
wages. The criminal penalties range
from misdemeanors to felonies,
depending upon the amount of
unpaid wages.

In California, Cal. Labor Code §
218.7 holds the general contractor
jointly liable for unpaid wages,
benefits or contributions that a
subcontractor owes to an employee
who performed work under the
contract. However, the general
contractor is not jointly liable for
any liquidated damages.

Statutory Protections

‘The laws do provide some level of
protection for the general contrac-
tor. For example, the Virginia law
includes a good-faith exception,
providing that a general contractor
may be held liable only if it can be
demonstrated that the general con-
tractor knew or should have known
that the subcontractor was not paying
its employees the wages (Va. Code
Ann. § 11-4.6). Therefore, if the

general contractor can prove it acted

in good faith, it can avoid liability for
its subcontractors’ violations.

Additionally, most of the statutes
contain an indemnity provision
requiring the subcontractor and
lower-tier subcontractor to indem-
nify the general contractor for any
wages or fees that it pays as a result
of its joint liability. The laws in
Maryland, Virginia and the District
of Columbia each state that, except
as otherwise provided in the sub-
contract, the subcontractor shall
indemnify the general contractor
for any wages, damages, interest,
penalties or attorney’s fees due to
the subcontractor’s violations unless
the violations were due to the gen-
eral contractor’s own violations of
prompt payment. (See Md. Code
Ann., Lab. & Empl. § 3-507.2(c)
(1); Va. Code Ann. § 11-4.6(D);
and D.C. Code § 32-1303(5).)

California’s law does not
include such protection.
Moreover, the value of this
protection is dependent on the
financial strength of the subcon-
tractor. In other words, if the
subcontractor is insolvent, the
indemnity obligation is worthless.

Because of the limitations of the
statutory protections, general con-
tractors must consider proactive
measures to reduce the risks asso-
ciated with these laws. Although
the type of protections will vary
depending on applicable laws and
the specific subcontractor, the
following are recommendations to
reduce risks:

* Strengthen the contractual
indemnity language to require
indemnification for all wage
violations.

* Consider requesting
personal indemnity from the

subcontractor’s owners or other
guarantors for such violations.

* Revise subcontracts to contain
specific default language for
a subcontractor’s or lower-
tier subcontractor’s wage
violations, and allow for set-off
against payments due on other
subcontracts.

* Require subcontractors
to provide payment and
performance bonds that cover
wage violations or liability
resulting from the same.

* Require subcontractors to
provide certified payroll
documents along with records
confirming payments and
require subcontractors to obtain
similar documentation from
lower-tier subcontractors.

* Ensure proper vetting of
potential subcontractors and
work with subcontractors
that have a trusted past
performance history and that
have strong reputations.

While these laws are still relatively
new, several states and the District of
Columbia are making a big push on
enforcement. Further, a similar law is
currently pending before the Illinois
legislature; and it is expected that
other state legislatures will follow suit.

General contractors are advised
to stay informed of the laws where
they are working and take the
necessary precautions to avoid the
potentially harsh penalties associ-
ated with these laws. [6E

Michael C. Zisa is chair of the
Surety and Construction Related
Insurance Defense Practice Group at
Peckar & Abramson, Washington,
D.C. For more information, email
mzisa@pecklaw.com.
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Working Capital:
It's Not Just Math

BY CARL OLIVERI

ontractors constantly ask

advisors this question: “What

do you see out there?” Thats

a big question and deserves

a big answer. In a highly

competitive, fast-paced mar-
ketplace that is constantly in flux,
contending with the same issues that
other industries face, the construc-
tion industry also manages to be an
industry that is unique in its ability
to be innovative.

While each construction com-
pany is different in terms of its
approach to building, one similarity
exists at the core—an entrepre-
neurial nature. And the one thing
all entrepreneurs want to know is:

“How am I doing compared to my
peers and competition?”

One of the best ways to answer
this question is with benchmarks.
And one of the most powerful
benchmarks for a construction com-
pany is working capital. For a user
of a contractor’s financial statement,
such as a surety and a professional
surety agent, working capital is a
great indicator of a contractor’s
immediate financial prowess.

Asset and Liabilities

Working capital is the difference
between a company’s current
assets and current liabilities. It is
a measurement of the company’s

operating efficiency and financial
health for the next operating cycle
(generally, the next 12 months but
could be longer). For a construction
company, quite simply put, working
capital is the financial capacity to
perform on the current backlog.

According to Greg Horne,
assistant vice president at Liberty
Mutual Surety, the base premise
of working capital starts with the
question: “How is the construction
contractor going to fund the com-
pany until the payment requisitions
come in?”

Kevin McCann, vice presi-
dent—surety division, Philadelphia

Insurance Companies, adds:



Sureties may look at some

components of working capital
differently, but ultimately we want to
understand the liquidity of the
company to keep operations funded

for the next year.

“Sureties may look at some compo-
nents of working capital differently,
but ultimately we want to under-
stand the liquidity of the company
to keep operations funded for the
next year.”

The composition of the bal-
ance sheet can start to answer
these inquiries but, in practice,
working capital is not a pure
ratio, especially considering
the recent changes in Generally
Accepted Accounting Principles’
(GAAP) revenue recognition
model (Accounting Standards
Codification “ASC” 606:
Revenues from Contracts with
Customers). As part of those
changes, upfront cash outflows
(such as bond and mobilization
costs), which in the past would
have been considered job costs
and generated book revenue, need
to be analyzed for the potential
reclassification as prepaid job
costs. By definition, this method
would increase working capital
but, in reality, does it?

While it does depend on the spe-
cific contractor and circumstances
surrounding those costs, generally,
under ASC 606, if it is determined
prepaid expenses are job-centric
(that is, can be attributed to a

specific job), working capital credit
can be extended.

Certain assets, Horne says, are
discounted while others are deeply
scrutinized in his analysis. [tems
like inventory and general prepaid
expenses are often written down by
50%, which may not be enough in
some cases. As time passes between
when the CPA completes proce-
dures and analysis and when the
surety receives the report, under-
billings are “audited” again, this
time by the surety.

“We typically want to understand
what is causing an underbilling and
why the contractor has not been
able to bill for these costs, especially
if the contractor is deeply into or
fully extended on a line of credit,”
Horne says.

There will always be items
sureties want to get a better under-
standing of beyond prepaids and
underbillings. These revolve around
aged and unbilled receivables.

“Regardless of the condition
of the market, the surety needs
to understand the composition
of working capital,” says Barry
Shabashkevich, vice president
of Sompo International-Surety.
“Specifically, how old are the
receivables and when will the

unbilled receivable turn? What's
the true liquidity?”

That very question leads to
the analysis of another ratio,
receivable turnover.

Supplementary Information
When analyzing a construction
company’s financial statement,
Shabashkevich delves into the
included supplementary information
relevant to the construction industry,
such as the schedules of contract
receivables, contracts completed and
contracts in process. These schedules
supplement (no pun intended) the
surety’s working capital analysis by
providing a starting point to forecast
cash receipts on a project-by-project
basis and establishing how backlog
and the associated gross profit will
be recognized over the next oper-
ating cycle. In other words, using
the supplementary information

in conjunction with the current
working capital ratio, the surety can
forecast “tomorrow’s” level as part of
the underwriting purposes.

But the analysis does not end with
the numbers. Off-balance sheet, it
is also important for the surety to
understand the customer that the
contractor is working for; specifi-
cally, what the customer’s payment
habits are in terms of the requisition
approval process, turnaround time
and whether upfront/mobilization
costs can be requisitioned.

“Whom a contractor works for
and how that customer pays are
important to the process,” Horne
says, especially if the customer is new.

External Complications

In April 2020, as part of a larger
stimulus package, the federal gov-
ernment implemented the Paycheck
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Protection Program (PPP) as a
measure to counter the financial
impact businesses were experienc-
ing as a result of the COVID-19
pandemic. The spirit of the program
was to allow companies, meeting
certain requirements, to apply for

a loan with favorable repayment
terms; those companies would have
the option to be forgiven the loan, if
the monies were used on payroll and
related employee benefit expenses.
In other words, if used for wages
and employee benefit costs, the loan
would transform into a grant.

Even though the construction
industry, especially in the middle
market, was a direct beneficiary of
this program, the PPP adds a wrin-
kle to the working capital equation.
As loans were granted, contractors
saw an infusion of cash offset by a
current and long-term loan pay-
able. At present, the construction
industry has had no issue in meet-
ing the utilization requirements for
these funds to warrant forgiveness,
which means that by the end of
2020, or in early parts of 2021, the
PPP loan payable amounts being
carried on the contractor’s balance
sheet will flow through operations
and become a permanent increase

to equity, net of income taxes as of
the date of this article.

While on the surface this seems
like an immediate increase to con-
tractors’ working capital capacity,
most credit providers, including
sureties, are taking a “wait-and-see
approach.” As this is an unprec-
edented program, which has
changed a number of times since its
implementation, the conservative
approach is to analyze working
capital without the PPP, in the
instance that the program’s forgive-
ness guidelines change again or if
the loan (or a portion of the loan)
is not forgiven and has to be repaid.

The working capital analysis
will soon face another com-
plication as ASC 842 Leases is
adopted, effective for nonpublic
entities on Dec. 15, 2021. The
guidance will require all long-
term leases to be capitalized
on the construction company’s
balance sheet. In other words, the
contractor will recognize a “right
of use asset” similar in nature to
property and equipment, offset
by a current and long-term
obligation under the remaining
life of the lease. The key here is

the contractor will be reporting

a new current liability with no
offsetting asset.

As noted by Kevin McCann,
this will have an impact as to “how
working capital is analyzed.” But
there could be some relief, as most
sureties will make the connection
that there is a current portion of
the capitalized lease to consider.

Cash Is King

Users, such as the surety community,
including professional surety agents,
will rely on the work and opinions
of CPAs regarding the financial
health of a construction company. It
is important that the CPA industry
understands how the surety looks at
working capital so the CPA industry
can design the appropriate proce-
dures around the riskier components
of this metric.

No two working capital cases are
alike, and the process applied to a
general contractor should not be
the same for a trade contractor.

One recommendation is to
analyze working capital both with
and without the under- and over-
billings, because underbillings are
a current asset that does not add
to the contractor’s ability to fund
the project, and overbillings are a
current liability that do not detract
from the contractors ability to fund
the project.

But in the end, all sureties, other
creditors, and advisors to the con-
struction industry share the same
sentiment: cash has been, is, and

always will be king. [6E

Carl Oliveri is partner and
construction practice leader at Grassi.
He serves on the NASBP CPA Advisory
Council. For more information, email
coliveri@grassicpas.com.
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Are Shortages Coming
in 20217 Not If Contractors

Create a Backup Plan

BY RICHARD SGHIATTI

oday’s project manage-

ment software systems and

processes—along with edu-

cation and experience—can

make project and construc-

tion managers more savvy
and efficient than ever.

What construction professionals
shouldn’t forget, though, are
backup plans.

Smart managers assume that
any project could be disrupted.
Trouble spots could be in mate-
rials availability and cost, labor
supply for projects, and/or along
the supply chain. The construc-
tion manager who anticipates
disruptions and creates backup
plans has the best chance to
deliver a project on time and
within budget.

One reason: Political, economic
and financial shocks to the econ-
omy can be improved through
regulatory, political, financial,
diplomatic and other means. By
contrast, it’s not clear what fixes
might work for the pandemic, how
much is needed, and how long
they’ll take.

The tendency may be to load
up on work while it’s available
and worry about doing it when
the time comes. That’s not

necessarily the right risk to place
on a company’s capital.

Construction is a necessity, but
jobs are being postponed or can-
celed nonetheless. Owners might
not be bullish if they don’t know
what to expect or even when the
uncertainty is going to clear.

Aside from the current pipe-
line, contractors can’t know what
to expect for job bids in 2021.
Public projects (roads, government
buildings and schools) depend on
tax revenue, another uncertainty.
In the Southeast, for example,
bridge inspections have indicated
significant maintenance work
is needed. In 2021, should tax
revenues fall short, it’s possible the
state could divert tax dollars to
bridge maintenance and postpone
other roadwork to the following
year’s budget.

Another possibility, though, is
that an economic recovery and/
or an effective coronavirus vaccine
could move construction into a
higher gear in a hurry. Canceled
or postponed jobs could come
back on line.

The construction manager, no
matter the circumstances, must try
to avoid the financial, professional
and reputational fallout from a

delayed or incomplete project.
That’s especially true given the
experience and expectations many
construction firms had in 2020 and
might face in 2021.

Here’s a look at three of the
risks for which managers need

backup plans.

Materials: Shortages

and Higher Costs

In 2020, there hasn’t been much
evidence about concrete or steel
shortages. However, prices on
concrete products (+1.3%), cement
(+1.4%), ready-mix concrete
(+0.9%) and concrete pipe (+1.3%)
have ticked up year over year
through August. Concrete ingredi-
ents and related products (+3.9%),
construction sand/gravel/crushed
stone (+4.7%), and concrete block
and brick (+3.6%) have gone up at
higher rates, according to the U.S.
Bureau of Labor Statistics Producer
Price Index.

By contrast, the category of
lumber and wood products has
gone up in price 11% in 12
months through August, although
shortages don’t seem evident.
These prices might be touched by
hurricanes in the Southeast and
wildfires in the West.



The recommended hedging of this
would be to require a price hold and
guarantee availability for delivery
from suppliers of the material.

Labor Shortages

There is no general way to catego-
rize labor shortages in construction.
The field hires a range of workers—
carpenters, electricians, steel and
iron welders/fabricators, project
managers, supervisors, equipment
operators and more.

Even within one category,
labor varies. For heavy equipment
operators, for example, the skill
set for a highway construction
project—which requires meticu-
lous, smooth grading—calls for a
greater skill than for a shopping
center project.

Contractors traditionally hire
subcontractors to help them deal
with hiring and onboarding of
workers. But they might experience
a nuisance when subcontractors
spread their existing workers among
a number of jobs.

Contractors are shortening leashes
to minimize these annoyances.
When a contractor receives a “com-
plaint letter” from an owner, that
contractor in turn has to call out its
own labor force and subcontractors.
Small to mid-sized contractors can
be especially affected.

In response, surety claims
departments open claims for
these situations.

If there’s a spike in tax revenue
and a surge in work, the indus-
try may face a labor crunch in
certain lines. If labor prices head
upward, it might be because some
contractors are keeping their top
talent, making them off-limits
to others. Contractors that pay

top talent what they’re worth are
better positioned.
Other companies may face high

price tags or job candidates who are
solid, but don’t fully fit the needs
of the project. They may require
grooming and training—and while
“growing your own’ is a proven
success model, the contractor must
have the luxury of time. Hiring from
outside can expand a company’s net-
work of revenue sources and bring
in fresh perspectives, potentially
sparking future best practices or
smarter, faster ways of tackling tasks.
Whether to promote from within
or to hire from outside is a question
that only management can answer.
Either way, there’s always a learning
curve when hiring a new employee.
In the high-pressure construction
environment, the labor risk is also
heightened. Managing workers to
deliver the project at the right qual-
ity levels has always been a risk, and
the pandemic heightens the risk.
Generally, my sense is that work-
ers are available and getting jobs
done, despite the high-anxiety envi-
ronment presented by COVID-19.
This only goes to prove how resil-
ient and risk-minded contractors
are in today’s market.

Supply Chain Disruption
This realm of the contractor’s world
seems to be the most stable of the

three risks discussed in this article.
But if bidding on work, contractors
may need two supply chains or
suppliers. It comes down to having
that backup plan. And adjust costs
accordingly in case an alternative

is needed. This may fall into a
“contingency” bucket to cover the
increased cost.

Supply chains can be affected for
contractors when they hold off on
bidding and/or planning phases
for work, given the current eco-
nomic uncertainty. Projects don’t
break ground the day after a bid is
submitted, but contractors must
commit to a timeframe of 45 to
60 days out. It can be problematic
when project timelines begin six to
nine months out.

Recommended hedging of this
would be to require a price hold
and guarantee availability for
delivery from multiple suppliers.
Going with the most trusted (but
not necessarily the least expensive)
provider may be the best course to
get the job done on time and to
earn the profit expected.

Meanwhile, it’s important to
keep up with activity outside the
United States Foreign economies
can impact U.S. material stockpiles,
equipment and the economy.

Heading into 2021, contractors
should make sure the organiza-
tion has supply chain availability
in advance and anticipate short-
ages of materials and labor the
economy can bring. Make those

backup plans. [6E

Richard Sghiatti is regional vice
president in Atlanta for Old Republic
Surety Co., an A.M. Best A+ rated
carrier member of Old Republic

Insurance Group.
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b | c RI CARR

LA RIGES &
=N\ INGRAM

CFAa and Adhdanos

Carr, Riggs & Ingram CPAs and Advisors
(CRIy is a top-25, nationally ranked
accounting and advisory firm offering tax,
audit and business consulting services.
CARR, RIGGS & INGRAM
CPAS AND ADVISORS

cricpa.com

CICPACO

CPAS WHO KNOW CONSTRUCTION

CICPAC is a national association of
accounting firms who serve over 11,000
construction companies. With vast
knowledge, respectable histories and
high quality financial and consulting
service teams, we are the CPAs who know
construction!
CICPAC
4531 Bohemia Drive

Pensacola, FL 32504

Kathleen Baldwin

(850) 723-0372

kbaldwin@cicpac.com

cicpac.com

HM

HESSE | MARTONE
Attornep o Crunseler

Hesse Martone represents employers in
contract negotiations and arbitrations and
defends employment discrimination and
wrongful discharge, as well as prevailing
wage cases before federal and state
agencies, courts and OSHA.

HESSE MARTONE PC

530 Maryville Centre Drive, Suite 250

St. Louis, MO 63141

hessemartone.com

Ceschini

ACCOUNTING » TAX « ADVISORY
Ceschini CPAs is a progressive
entrepreneurial firm of certified public
accountants and business advisors
serving the construction industry in the
New York and New Jersey areas since
2002.
CESCHINI CPAS
54 North Country Road
Miller Place, NY 11764
Michael Ceschini
(877) 474-3747
mceschini@ceschiniplic.com

ceschiniplic.com

ELLIN
TUCKER

Our team’s extensive construction industry
expertise provides specialized financial
reporting, tax planning, consulting and
transaction planning services designed to
position clients for financial success.
ELLIN & TUCKER

400 E. Pratt St., Suite 200

m Peckar & Abramson, PC

EOUNEEL TO Tl Sos TRLIET N DUy

Combining a comprehensive
understanding of the legal and practical
issues affecting sureties within the
nation’s leading construction practice.
PECKAR & ABRAMSON, P.C.

2055 L St. NW, Suite 750
Washington, DC 20036

Michael C. Zisa

(202) 293-8815

mzisa@pecklaw.com

pecklaw.com

Baltimore, MD 21202

Todd Feuerman

(410) 727-5735
tfeuerman@ellinandtucker.com
ellinandtucker.com

McCarthy &
Company it

McCarthy & Company is respected by
sureties for producing high-quality work.
COVID-19 recovery experts. Included
on CE’s 2019 and 2020 list of “Top 50
Construction Accounting Firms™.”
MCCARTHY & COMPANY, PC

454 Germantown Pike

Lafayette Hill, PA 19444

Marty McCarthy

(610) 828-1900
marty.mccarthy@mcc-cpas.com

mcc-cpas.com

SMITHCURRIE

& HANCOCK LLP

Smith Currie provides legal services
worldwide to the construction industry.
With a focus on mitigating client risks, the
firm thoroughly understands surety and
bonding issues.

SMITH, CURRIE & HANCOCK LLP
2700 Marquis One Tower

245 Peachtree Center Ave. NE

Atlanta, GA 30303

Robert C. Chambers

(404) 521-3800
rcchambers@smithcurrie.com
smithcurrie.com
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NATIONAL SURETY ADVISORS

AND CONSULTANTS

@ AMERICAN ARBITRATION ASSOCIATION

Given the complexities of construction,
the need for dispute resolution may arise.
AAA provides guidance with preventing,
managing and resolving disputes, setting
the standard for ADR rules and procedures
in the construction industry for more than
40 years.

AMERICAN ARBITRATION
ASSOCIATION

120 Broadway, 21st Floor

New York, NY 10271

(212) 716-5800
aaaconstruction@adr.org

adr.org

Tinubu Square
L
DIGITAL TRANSFORMATION

Tinubu Square is the industry-leading,
cloud-based SaaS platform vendor,
enabling digital transformation for surety
and credit insurance carriers worldwide.
Customers include 30 of the top-60 global
surety and credit underwriters.

TINUBU SQUARE

1319 Lake Drive

Casselberry, FL 32707

(904) 395-1610

americas@tinubu.com

tinubu.com

STATE LISTINGS FOR SURETY BOND
PRODUCERS, ADVISORS AND CONSULTANTS

MARSH E McLEMMAMN
AGEMCY
[ MARSH & MCLENNAN
AGENCY
10 Inverness Center Parkway
Suite 400
Birmingham, AL 35242
Jeffrey Cutshall
(205) 969-2131
jeutshall@jsmithlanier.com
marshmma.com

MARSH E McLEMMAMN
AGEMCY
[ MARSH & MCLENNAN
AGENCY
1031 W. Fourth Ave.
Suite 400
Anchorage, AK 99501
Jay Miley
(206) 295-6310
jay.a.miley@marsh.com
marshmma.com

INSHIRICA.

[ INSURICA/MINARD-AMES
INSURANCE SERVICES

East Gateway Center

4646 E. Van Buren St., Suite 200
Phoenix, AZ 85008

Blake Johnson

(602) 273-1625
blake.johnson@insurica.com
insurica.com

" MARSH & MCLENMNAN
AGENCY

1 MARSH & MCLENNAN
AGENCY

1050 W. Washington St.
Suite 233

Tempe, AZ 85281

Kirk Welch

(602) 778-7002
kwelch@Iovitt-touche.com
marshmma.com

[ THE CASHION COMPANY
Little Rock, AR 72202
cashionco.com

INSWIRICA.

I3 INSURICA RISK SERVICES OF
ARKANSAS

1501 Mart Drive

Little Rock, AR 72202

Brad Johnson

(501) 666-6653

brad.johnson@insurica.com
insurica.com

ERNEST BROWN COMPANY

ERNEST BROWN ADR

100 Pine Street, Suite 1250

San Francisco, CA 94111

Ernest Brown

(800) 832-6946
ebrown@constructionlawyers.com
ernestbrown.com

L &%)
Gallagher
3 GALLAGHER &
COMPANY CONSTRUCTION
PRACTICE GROUP
2121 N. California Blvd
Walnut Creek, CA 94596
Brian Cooper
(925) 299-1112
brian_cooper@ajg.com

(]

CO CONSTRUCTIONEXEC.COM


mailto:aaaconstruction@adr.org
http://adr.org
mailto:americas@tinubu.com
http://tinubu.com
mailto:jcutshall@jsmithlanier.com
http://marshmma.com
mailto:jay.a.miley@marsh.com
http://marshmma.com
mailto:blake.johnson@insurica.com
http://insurica.com
mailto:kwelch@lovitt-touche.com
http://marshmma.com
http://cashionco.com
mailto:brad.johnson@insurica.com
http://insurica.com
mailto:ebrown@constructionlawyers.com
http://ernestbrown.com
mailto:brian_cooper@ajg.com
http://ajg.com/construction
http://CONSTRUCTIONEXEC.COM

0O CONSTRUCTIONEXECUTIVE | NOVEMBER 2020

SPECIAL SECTION:
CONTRACTORS’ GUIDE TO SURETY BONDING

2021 Directory of Surety Bonding Professionals

INSIEIRICA.

I3 INSURICA/WALTER
MORTENSEN INSURANCE
8500 Stockdale Highway
Suite 200

Bakersfield, CA 93311
Michael Moore

(661) 834-6222
michael.moore@insurica.com
insurica.com

MARSH & McLENMNAN
AGEMNCY
1 MARSH & MCLENNAN
AGENCY
9171 Towne Center Drive
Suite 500
San Diego, CA 92122
Richard Hallett
(858) 875-3022
richard.hallett@marshmma.com
marshmma.com

INSIEIRICA.

I3 INSURICA

1800 W. Littleton Blvd.
Littleton, CO 80120

Mike Applegate

(800) 964-3205
mike.applegate@insurica.com
insurica.com

MARSH & McLENMNAN
AGEMNCY
1 MARSH & MCLENNAN
AGENCY
One Church St., Suite 500
Rockville, MD 20850
Dan West
(301) 440-5647
dan.west@marshmma.com
marshmma.com

I3 ALTER SURETY GROUP, INC.
5979 NW 151st Street, Suite 202
Miami Lakes, FL 33014

Warren M. Alter, President

(305) 517-3803 x314
warren@altersurety.com

altersurety.com

H&CO.

Global CPA Firm

[ H&CO

2320 Ponce De Leon Blvd.,
Coral Gables, FL 33134
Emilio Alvarez

(305) 444-8800
ealvarez@hcoadvisors.com
www.hcoadvisors.com

/11 GIBSON

I3 GIBSON

202 S. Michigan, Ste. 1400
South Bend, IN 46601

Bill Cerney

(574) 235-4500
bcerney@thegibsonedge.com

thegibsonedge.com

MARSH & McLENMNAN
AGENCY
I MARSH & MCLENNAN
AGENCY
360 E. Vine St.
Lexington, KY 40507
Chris Barnett
(859) 244-7627
charnett@jsmithlanier.com
marshmma.com

MARSH & McLENMNAN
AGEMNCY
1 MARSH & MCLENNAN
AGENCY
1414 Key Highway, Suite 300-G
Baltimore, MD 21230
Hunter Bendall
(410) 347-3685
hunter.bendall@marshmma.com
marshmma.com

MARSH & McLENMAN
AGEMCY
1 MARSH & MCLENNAN
AGENCY
100 Front St., Suite 800
Worcester, MA 01608
Darlene Beshaw
(508) 595-7945
darlene.beshaw@marshmma.com
marshmma.com

I SURETY BOND
PROFESSIONALS, INC.
Natick, MA 01760
suretybondprofessionals.com

/11 GIBSON

3 GIBSON

650 Trade Centre Way, Suite 310
Kalamazoo, MI 49002

Ross Pennock

(269) 682-8850
rpennock@thegibsonedge.com

thegibsonedge.com

MARSH EMcLEMNMAN
AGEMCY

1 MARSH & MCLENNAN

AGENCY

6160 Golden Hills Drive

Golden Valley, MN 55416

John Klein

(763) 746-8603

john.klein@marshmma.com

marshmma.com

MARSH & McLENMNAN
AGENCY

[ MARSH & MCLENNAN

AGENCY

825 Maryville Centre Drive

Suite 200

St. Louis, MO 63017

Michael Wiedemeier

(314) 594-2654

mwiedemeier@jwterrill.com

825 Maryville Centre Drive
Suite 200

St. Louis, MO 63017

Andy Thome

(314) 594-2659

athome@jwterrill.com
marshmma.com

1 CONNER STRONG &
BUCKELEW

TRIAD1828 Center

2 Cooper Street

Camden, NJ 08102

Travis Shaffer

(856) 479-2235
tshaffer@connerstrong.com

connerstrong.com
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LEGEND: I PRODUCERS

1 CONNER STRONG &
BUCKELEW

32 0Id Slip, Suite 32B

New York, NY 10005

Travis Shaffer

(856) 479-2235
tshaffer@connerstrong.com

connerstrong.com

@WORLD INSURANCE ASSOCIATES LLC
WE BRING THE WORLD TO YOU

1 WORLD INSURANCE
ASSOCIATES LLC

3 Starr Ridge Road, Suite 100
Brewster, NY 10509

Jeff Deldin

(845) 230-3323

jeffdeldin@worldins.net
worldins.net

MARSH & MCLEMMAM
AGENCY

3 MARSH & MCLENNAN

AGENCY

5605 Carnegie Blvd.

Suite 300

Charlotte, NC 28209

Brad Gibson

(704) 591-3487

brad.gibson@marshmma.com
marshmma.com

MARSH E McLENMNAN
AGENCY
I3 MARSH & MCLENNAN
AGENCY
721 First Ave. N
Fargo, ND 58102
Braeden Nelson
(701) 478-6741
braeden.nelson@marshmma.com
marshmma.com

MARSH E McLENMNAN
AGEMCY
I3 MARSH & MCLENNAN
AGENCY
409 E. Monument Ave.
Suite 400
Dayton, OH 45402
Jennifer Salm
(937) 285-8232
jennifer.salm@marshmma.com

RODEFER MOSS & CO, PLLC
608 Mabry Hood Road
Knoxville, TN 37932
Samuel French
(865) 684-1956
sfrench@rodefermoss.com
rodefermoss.com

INSIBIRICA.

3 INSURICA

2400 N. Glenville Drive
Suite B125

Richardson, TX 75082
David Winans

(469) 443-3488
david.winans@insurica.com
insurica.com

marshmma.com

INSIBIRICA.

I3 INSURICA

5100 N. Classen Blvd., Suite 300
Oklahoma City, OK 73118

Dillon Rosenhamer

(405) 523-2100
dillon.rosenhamer@insurica.com
insurica.com

MARSH & McLENMNAN
AGEMNCY
1 MARSH & MCLENNAN
AGENCY
Dallas
8144 Walnut Hill Lane
16th Floor
Dallas, TX 75231
Donnie Doan
(972) 770-1626
donnie_doan@mhbt.com
Mike Whipps
(972) 770-1445

mike_whipps@mhbt.com

Houston

2500 City West Boulevard
Suite 2400

Houston, TX 77042
Sharen Groppell

(713) 504-8999

sharen.groppell@marshmma.com
marshmma.com

ACCOUNTING LEGAL SERVICES

MARSH & McLENNAN
AGENCY
[ MARSH & MCLENNAN
AGENCY
4900 Libbie Mill E. Blvd.
Suite 100
Richmond, VA 23230
Clint Diers
(804) 915-5624
clint.diers@marshmma.com
marshmma.com

4 RM
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RODEFER MOSS & CO, PLLC
612 Trent Street NE
Norton, VA 24273
Brian Blanton
(276) 679-2780
bblanton@rodefermoss.com
rodefermoss.com

MARSH & McLENMNAN
AGENCY
[ MARSH & MCLENNAN
AGENCY
2725 S. Moorland Road
New Berlin, WI 53151
Rob Tortelli
(262) 797-6290
rob.tortelli@marshmma.com
marshmma.com
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EQUIPMENT

What Contractors Don’t Know About Equipment

Leases Could Cost Them a Fortune

BY MARC BETESH

n the age of the coronavirus,

every business owner has

learned how important it is

to have the financial means to

withstand a prolonged period

of disruption. One of the ways
companies tend to preserve cash
is to lease equipment rather than
buy it.

In the construction industry, it’s
often more prudent to lease when
the need for specialized equipment
may be required for only a short
period of time on a single job or
the cost of ownership is out of
reach. However, businesses need
to be extremely diligent with the
management of those leases or
they can inadvertently cost them-
selves a fortune.

Lease Expirations

When and how a lease ends is just

as important as when it commences.
Too many companies don't pay
attention to the fine print in these
documents, and penalties and charges
can continue to add up—obliterating
any of the cost savings the company
had initially hoped to realize by
leasing in the first place. Executives
might make one of several
common mistakes.

e They don’t have quick
visibility to the expiration
dates. With surprising
frequency, many companies
continue to pay past the
expiration of their lease

agreements, racking up

months—or sometimes even
years—of additional payments
without realizing it.

They aren’t aware of penalties.
Companies don’t return
equipment on time, or in the
agreed upon condition, and
incur significant penalties.
They pay premium fees on
devalued equipment. Lease
payments are based on the value
of the equipment being leased,
and at the end of a lease the
residual value of the equipment
is only a fraction of its original
value. Many companies make
the mistake of extending their
leases without adjusting the
payments to account for this
reduced value.

They don’t track costs over
time. If executives aren’t
evaluating the costs of a lease
long-term, they may end up
paying three or four times the
value of the actual equipment.

Lease Financing Costs

Leasing is designed to allow busi-
nesses to rent equipment instead
of buying it. However, that con-
venience comes at a price, and
executives must fully understand
what that price is before entering
into a lease agreement. Watch out
for the following pitfalls.

* Paying high interest rates:
When an executive pays to lease
equipment over time, interest
is built into the payment
structure. It is critical to have
a clear understanding of that
interest component and not just
evaluate a lease based on the
monthly payments.

* Failing to negotiate the
interest rate: Companies may
be able to refinance an existing
lease at a lower rate if there are
changes in market conditions
and interest rates or a change
in the value of the equipment.
In the same way that a person
can refinance the mortgage



on a home, businesses can
refinance the interest and
principal payment on a lease
with the existing lease holder
or a new provider. Be aware
that negotiating a reduction
in payments would cause a
“remeasurement” under the
new lease accounting rules.

* Missing the economies-of-
scale advantage: Organizations
with multiple leases may have
the opportunity to aggregate
lease agreements to secure
more favorable terms with the
existing lease holder or a third-
party bank.

In the construction industry,
leasing heavy equipment such
as excavators, haulers and loaders
functions much like leasing a car.
The dealer estimates the loss
of value of the equipment over
the life of the lease, adds an
interest rate and calculates the
lease payments.

When the lease expires, the
dealer expects the asset to be
returned on the agreed date and
in the anticipated condition.
Noncompliance with those terms
can lead to penalties and additional
fees. If an individual decides to
extend the lease, the monthly pay-
ments should be recalculated based
on the new (lower) value of the
asset at the time of the extension.
Alternatively, the lessee may opt to
purchase the asset.

Best Practices in Equipment
Lease Management
Best practices for equipment lease
management, or management of any
leased asset, include the following.
1.Read the fine print. Look for
hidden fees, costs, penalties and

potential risks in these clauses,

specifically the following.

* Default provisions: A default
provision should provide a
clear indication of potential
penalties for failing to meet
any condition of the lease.

¢ Termination clauses:
Similar to default clauses, the
termination section may also
include potential negative
actions for failure to meet the
terms of the contract.

* Force majeure and service-
level clauses: Both of these
typically focus on the ability
of an asset to perform its
duties. For example, if a
contractor leases a crane and
it is inoperable, the clause
outlines the responsibilities
of the lessor in this scenario.
However, it does not
necessarily absolve the business
from the need to make lease
payments on the equipment.

2. Evaluate lease-versus-buy
options. Thoroughly evaluate
the lease versus buy implications
and financial impact, including
the following.

¢ Innovation over time: If a
business is leasing equipment
over three years or more,
advances in technology or
regulatory requirements might
make it necessary or more
desirable for a company to have
new equipment every few years.

* Cost of ownership: In

certain circumstances,

purchasing equipment may

be less expensive than leasing

equipment over a long period of

time. Total cost of renting and
ownership should be evaluated

side by side.

¢ Control of assets: Some
organizations may prefer
purchasing over leasing
assets if they have a need to
control certain aspects of the
equipment usage that may be
restricted in a lease agreement.

* Cash flow management:
Companies may not want
to tie up capital through a
purchase even if it is more cost-
effective. Organizations may
prefer to minimize a financial
commitment in the short-term.

3.Keep tight controls.
Proper management of lease
agreements can mitigate risks
and reduce costs.

¢ Audit all leased assets:
Conduct annual or biannual
audits on all lease agreements to
ensure compliance with terms
and conditions and to avoid
defaulting and other penalties.

* Implement lease management
software: Use lease management
and accounting software to
manage multiple, complex
leases and track trigger dates
and events closely. Best-in-class
lease management solutions will
provide a return on investment
in hard and soft-dollar savings in
less than two months.

It is never too late to negotiate,
or renegotiate, lease agreements—
especially when market conditions
have changed. Executives should
evaluate every aspect of their
operations and restructure lease
agreements for assets and property
to conserve cash and gain better
control over their portfolios. [6E

Marc Betesh is founder, chairman
and CEO of Visual Lease. For more
information, visit visuallease.com.
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COMMUNITY
OUTREACH

Robins & Morton’s Duke Health project team in Durham, North Carolina, worked alongside the hospital’s staff to plan a special 10th birthday surprise for
cancer patient, Reese Loggins. At the request of his dad, the project team was able to hoist Reese’s birthday gift — a new bike— to his room window
using their crane while singing “happy birthday” from the jobsite below.

Making a Lasting Impact

BY MAGGIE MURPHY

aking a lasting, positive

impact is ingrained into

the purpose shared by

Robins & Morton’s

1,200 team members and

extends from the jobsite
into the community.

“Our people are passionate about
the work they do,” says Aimee
Comer, Robins & Morton’s vice
president of people and develop-
ment. “They know the things they
build will be part of the community
long after they finish construction,
and that instills a sense of caring

about their neighbors. It’s some-
thing we see at every project, and at
our offices. It’s part of our culture.”

In that spirit, the company’s
Giving With Purpose program
was established to strengthen the
communities where team members
live and work through grants and
in-kind donations.

“Over the years, Robins &
Morton, along with its team
members, trade partners and
vendors, donated millions of
dollars and immeasurable time
to charities, volunteer organiza-
tions and outreach programs,”
Comer says. “Giving With
Purpose streamlines our process
for supporting charitable giving
requests, including those com-
munity organizations and efforts

identified by our team members to
help their neighbors.”

In 2019 alone, Robins &
Morton made more than $1.4
million in charitable grants. That
does not include the thousands of
dollars generated through team
member participation in commu-
nity-based fundraisers, such as
walks and 5ks. Additionally, last
year its team members spent 620
hours volunteering as teams and
gave more than 2,800 hours
of their personal time to
community causes.

“I'm amazed at how our people
will rally around a cause, from
supporting United Way to wearing

Robins & Morton


https://www.robinsmorton.com/

pink for breast cancer awareness,”
Comer says. “Recently, some of our
veterans started a RED (Remember
Everyone Deployed) Shirt Friday
campaign to support outreach
programs for veterans.”

Reflecting passion for their work,
many Robins & Morton team
members are active in industry
outreach such as mentoring and
jobsite experiences for students.
That dedication to the next gen-
eration of industry leaders is also
expressed through the company’s
support of the Robins & Morton
Construction Field Laboratory at
Auburn University.

The pandemic has limited
opportunities for traditional com-
munity involvement events, but

Robins & Morton team members
are responding creatively. After
completing a senior living facility,
team members helped design and
construct plexiglass partitions
so that residents could see and
interact with loved ones. With
much of their work taking place
at hospitals, team members are
finding opportunities to support
health care staff, including ban-
ners, encouragement parades and
providing meals. They’ve also
kept up with activities such as
food drives and turned traditional
walks into virtual events.
Through their recently launched
Building for Tomorrow challenge,
team members are encourag-
ing each other to level up their

community involvement with
suggestions for social-distancing
compliant activities. The cam-
paign will also provide a lead-up
to the holiday season.

“This has been a tough year
for everyone, so we wanted to
end 2020 in a positive way,” says
Senior Marketing Coordinator
Amanda Bradley, who initiated
the campaign. “We believe we can
do that by finding ways to make
things a little better in each of the
communities we call home.” [€E

Maggie Murphy is managing editor
of Construction Executive. For more
information, email murphy @abe.
o0rg, Visit constructionexec.com or
follow @ConstructionMag.
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RICH HENRY

PRESIDENT, NORTHERN PACIFIC
REGION

MecCarthy Building Companies

San Francisco, California

The uncertainty brought about by
COVID-19 remains a looming
risk for the construction industry.
Because our business requires a
large amount of planning and
work done in advance, we've been
able to continue jobs that were
already in progress, as well as
projects that were in the design
phase when the pandemic started.

However, the last eight months
have seen a significant number of
delayed or canceled projects, and
the full impact remains unknown.
Clients are hesitant to pull the
trigger on new projects, and the
industry can’t predict when new
work will resume. The ripple
effects of the uncertainty make
it challenging to forecast
materials procurement and
workforce management.

On an individual level, our
crew members are dealing with
juggling regular full-time work
schedules, accommodating
distance learning for kids and the
dynamics of leaving home for
essential work without risking the
health of vulnerable housemates.
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FORREST McNABB

PRESIDENT — NATIONAL

Big-D Construction

Ogden, Utah

In addition to the pandemic, 2020
has included earthquakes, record
winds (including a derecho in
Iowa), hurricanes, wildfires, chaos
across the country and manpower
challenges that our teams have
dealt with—not to mention their
own personal challenges from
time to time. To top this off, this
year’s election season has created a
divide between the citizens of this
country greater than we have seen
in history.

I am amazed at how our people
continue to march forward
every day for the good of our
organizations, customers, associates
and their families. The health
and wellbeing of each person in
our industry is the biggest risk
we face as we prepare to leave the
unforgettable 2020 behind.

As we head into 2021, we need
to continue to focus on being more
empathetic and understanding.
Our critical industry has allowed
us to display the resiliency of our
people and the great work they
bring to our organizations. Our job
is to make sure that our greatest
asset is our top priority.

B What is the No. 1 risk for construction, heading into 2021?

ERIC PYLE

BUILDING DIVISION MANAGER
Bell & Associates

Brentwood, Tennessee

The impact of COVID-19 on
our economy will be the biggest
challenge for the construction
industry in 2021 and beyond.
Some forecasts show that Q1

of 2021 will be slow for new
construction, which presents a risk
for the industry.

To mitigate this risk, contractors
will need to prepare for the
potential of subcontractor
default due to aggressive bidding,
overcommitment to projects and
the lack of qualified workforces.
This will increase the demands
on management staff, including
construction managers and owners,
to address issues early.

Supply chain, including
availability of materials and the
global manufacturing market, will
continue to be affected. It is likely
that designers will be forced to
source domestic products to keep
projects on schedule.

Despite these challenges, I
believe the amount of construction
backlog across the country will
mitigate the overall impact of the
pandemic, and the industry will
continue to thrive. [6E
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