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BY MARC RAMSEY

oday’s difficult economic environment has spared few industries or
geographic areas. When facing challenges, construction business
leaders need to fight the instinct to manage on their own. Instead,
they should engage all of their stakeholders on the critical issues
facing their business and clearly articulate cogent strategies designed
to see them through tough times. Construction firms should tap
into the breadth of resources with which they have surrounded
themselves, including their surety company and professional surety
bond producer.

Drawing the Line Between
Average and Extraordinary
Construction Firms
S4
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vice president—managing director/contract surety for Aon Construction Services
Group.
At the most basic level, sureties want
strong balance sheets and experienced
management teams. Beyond these factors,
underwriters and bond producers focus on
forging lasting relationships with contractors that transcend fluctuating markets
and economic cycles. It is more important
than ever for contractors to meet regularly
with their underwriter and bond producer,
review business plans and openly discuss
areas of concern.
In today’s marketplace, surety bonding
is a valuable financial resource. Only wellmanaged, well-capitalized firms can access
significant bonding capacity. The ability
to bond work in a tighter credit cycle confirms that a contractor has the financial and
personnel resources needed to complete a
project successfully. That surety affirmation
remains one of the clear lines of demarcation between the weakest and strongest
firms in the construction industry.

SURETY MARKET

New construction opportunities vary by
type of work, region and private versus
public spending trends. Generally, utilization of bonding capacity is down across the
board, but small and middle-market contractors are being more adversely affected.
Private commercial construction spending
is low relative to the past five years, and is
expected to remain low for one to two more
years. Education spending is slowing as
universities experience lower endowments
due to volatile investments. Health care
spending remains flat and is one of a few
positive areas. Construction unemployment
is expected to remain extremely high.
Government-bonded construction
spending also is low relative to prior years,
and is expected to remain low due to high
state deficits and reduced tax receipts. As
Americans drive less, reduced gas tax revenue will negatively affect road and bridge
construction. Most discretionary government construction spending is drying up,
with state and local government spending
experiencing the largest declines. Federal
highway and military spending remains
reasonable. Overall, the limited government
construction spending is focused on fewer
larger projects.
Small and middle-sized contractors are
experiencing fewer job bidding opportunities and substantially increased competition
on bids. “Contractor backlogs are shrinking,
and backlogs are being replaced with less
profitable work, possibly outside contractors’
comfort zones,” says J. Spencer Miller, president of the National Association of Surety
Bond Producers (NASBP) and Schwartz
Brothers Insurance Agency Inc.

SURETY
MARKET
REPORT >>
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“One of the key ways in which construction executives can manage through
the tough times is by increasing communication to all those connected to the
construction business,” says Tom Kunkel,
chairman of the board of The Surety &
Fidelity Association of America (SFAA),
and president of Travelers Bond & Financial Products.
The economic downturn has affected
contractors’ balance sheets by increasing
the number of slow receivables and the
value of some under-billings. Some contractors experienced sizable profit and loss
events simply as a result of recording so
many severance payments in a compressed
period of time. It is important for contractors to make every effort to preserve
liquidity. Place a greater emphasis on cash
management and collection of receivables,
and perform ongoing, real-time assessments of manpower allocation.
“Tough decisions must be made to keep
overhead expense aligned with forecasted
revenue,” says Michael J. Cusack, senior
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Uncertainty regarding the lines
of responsibility between design
and construction that are not
adequately dealt with in the
contract can create added risk
to both contractor and surety.

Larger contractors also are seeing less
work, but they require fewer jobs to survive. “Generally, an ongoing shift to larger
projects is benefiting the largest contractors
—allowing them enough work to
support their core operations,” says Rod
Williams, executive vice president and
chief underwriting officer of Liberty
Mutual Surety.
Reduced government revenues often
prompt new and innovative ways of stretching limited funding resources, such as gap
financing and public-private partnerships.
(See related article, p. 20.) The extent of
their use, however, depends on the type of
project and urgency to build it. Requiring
gap financing limits competition, as few
contractors have the resources necessary to
pursue such projects.
The use of building information modeling (BIM) within alternative project
delivery methods has been an effective tool
for the construction industry. The more
collaboration between the owner, architect
and contractor, especially at an early stage
of the process, the more likely a project
will have a successful outcome. Today,
most BIM projects are design-build, where
the risk of the architect and engineers are
S6
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—DOUG HINKLE

brought into the bonded obligations.
The use of BIM can bring into question the traditional roles and responsibilities of contractors, owners and design
professionals. “Uncertainty regarding the
lines of responsibility between design and
construction that are not adequately dealt
with in the contract can create added risk
to both contractor and surety,” says Doug
Hinkle, chief underwriting officer of CNA
Surety. “To date, however, our experience
has been very positive.”
Adds Liberty Mutual’s Williams:
“Underwriters want to understand how
risk is being managed among a contractor’s building partners. One way the surety
bonding risk can be quantified is for a contractor to obtain the engineer sign-offs at
all relevant stages of construction. Also,
contractors should ensure that the architects control the design software so there is
a clear delineation of roles and responsibilities, and that all parties execute within their
areas of expertise.”
David Finkelstein, executive vice president of surety for Arch Insurance Group,
agrees. “BIM has had, and should continue
to have, a positive effect on sureties because
the application—when properly employed—

reduces conflicts between the architect,
general contractor and subcontractors.”
In all market sizes, capacity and availability remain for qualified accounts. However, some contractors are finding the lack
of work has caused their working capital
and net worth to drop to levels that make
it difficult to secure the desired surety
support. “Contractors that have adjusted
the scale of their operations to match the
marketplace realities generally continue to
find acceptable levels of support from their
surety,” says David Hewett, executive vice
president of Zurich North America Surety,
Credit and Political Risk.
Underwriting has stayed consistent, but
companies are requiring more in-depth
information on a more time-sensitive basis.
Working capital bank lenders are being
underwritten as well. “Requests for future
forecasts are becoming more frequent,
particularly as current financial situations
are showing stress,” says NASBP’s Miller.
“Project financing is being scrutinized for
project adequacy and viability.”
Small (Under $10 million)
Surety availability abounds in the small
market as new sureties enter the marketplace and provide additional capacity.
However, barriers to entry remain high for
contractors seeking the support of a surety
partner. Price and terms are very competitive due to the pressure of reduced writings
as a result of the economic downturn and
favorable financial performance of surety
companies.
Without reasonable levels of committed capital, surety companies have
been unwilling to extend credit based on
projected earnings and prospective growth
of the balance sheet. “Small firms must
demonstrate a certain level of experience
and sophistication, and have access to
capital, in order to obtain surety credit,”
notes Aon’s Cusack.
The Small Business Administration’s
Surety Bond Guarantee Program is
expanding, and the SFAA’s Model Contractor Development Program has been
implemented in several states and localities, as well as federally through the U.S.
Department of Transportation. Already,
these programs are having a positive
effect on small and emerging contractors’ ability to access surety bonding.
(See related articles, p. 30 and 38.)
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Top 10 Writers of Surety Bonds—2009*
Companies
Travelers Bond
Liberty Mutual Insurance Group
Zurich Insurance Group
CNA Insurance Group
Chubb & Son Inc. Group
Hartford Fire & Casualty Group
HCC Surety Group
International Fidelity Insurance Co.
ACE Ltd. Group
The Hanover Insurance Group

Direct Premium Written (Millions $)
$924.2
$723.2
$486.8
$406.1
$277.0
$181.0
$165.2
$147.1
$109.0
$100.2

management, cash flow and balance sheet
preservation.”
Rick Ciullo, chief operating officer
of Chubb Surety, adds, “While capacity
may indeed be plentiful, middle market
contractors are wise to choose their surety
based on longer term factors, such as financial strength and operating success within
the surety industry. The surety industry moves in cycles. Today’s too-muchsupply in surety capacity will be replaced
with tomorrow’s too-much-demand, and
middle market firms that manage their
business for the long term will want to
partner with a surety that does so, too.”

*Includes contract and commercial surety
Source: The Surety & Fidelity Association of America (SFAA), “Top 100 Writers of Surety
Bonds—United States & Territories, Canada & Aggregate Other Alien,” 2009 (Final). Additional
information and reports are available for purchase from the SFAA website, www.surety.org. See
Statistical Services, then List of Statistical Reports.

Middle ($10 million-$100 million)
The middle market remains a competitive
segment of the surety industry. The capital
structures, reinsurance arrangements and
net retention strategies of most underwriting companies support a business plan
focused on construction firms with sales
below $100 million. Based on the competition in this space, contractors may experience more underwriting flexibility from

sureties on issues such as bond rates, work
programs, minimum capital thresholds
and personal guarantees.
Among contractors, competition and
margin compression in this segment
remains fierce. Contractor backlogs are
down 20 percent to 60 percent. “Given
the reduced work portfolios, bonding
capacity is not a primary concern,” Cusack
says. “Firms are more focused on expense

Large ($100 million-$250 million)
While the general conditions mentioned
for the small and middle markets also exist
in the large market, fewer sureties support
this segment (both primary and reinsurers). This segment may be more susceptible to a turn in surety results and a possible
restriction of capacity. “Currently, however,
this segment remains fairly competitive,”
says Mike Noe, executive vice president of
construction services for Travelers Bond &
Financial Products.
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We believe the
value provided
by professional
sureties and strong
bond producers is
more important
than ever to our
construction clients
as we work to
position ourselves
for success in
this challenging
environment.

—DAVID HEWETT

At this point in the cycle, profitable
backlogs have been extinguished and all
replacement work has been secured with
more aggressive margins. Most contractors have adjusted their overhead to compensate for prevailing market conditions
involving lower backlogs, less revenue and
lower margins. Competition and margin
compression in this market segment are
intense. Contractor backlogs are down 35
percent to 60 percent.

Mega (Over $250 million)
“While there seems to be some increase in
capacity, this end of the market is highly
susceptible to a restriction of capacity in the
event of poor surety loss results,” Noe says.
Despite the challenging construction
environment, mega contractors have
remained profitable, but the yields are far
lower than those generated during the last
five years. Disciplined expense management and maximized resource allocation
are critically important in this market, as is
identifying the right project opportunities.
If the market dictates a lower yield on work,
it makes good business sense to focus on
securing the right work with more dependable owners.
S8
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SURETY OUTLOOK

U.S. construction continues to evolve and
adapt to the changing requirements of
owners. Surety bonds, within the specific
requirements of a surety guarantee, remain
an efficient and effective tool for owners to
mitigate risk on construction projects. The
true value of bonds is best demonstrated
during times of economic uncertainty.
Contractors often carry large backlogs
into a down construction cycle, while governments take time to trim construction
spending once tax revenues decline. This
creates a lag between the start of a down
cycle and the ensuing increase in contractor defaults. In today’s environment,
more contractors are seeing red ink or just
breaking even.
“The recession that began in December
2007 currently shows little or no sign of
receding,” says Henry W. Nozko, Jr., president of ACSTAR Insurance Co. “During
2010, total construction put in place will
decline for the fourth year in a row. As
a consequence, construction pricing is
fiercely competitive, resulting in contractors operating on razor-thin margins with
no room for error.”
Based on recent economic forecasts,
2011 is expected to be another extraordinarily difficult year for contractors. It may
be only a matter of time until the extreme
economic pressures of tighter margins,
longer bid lists, lack of work and shortage of commercial bank credit overwhelm
many in the construction industry.
As in prior down cycles, this suggests
that both owners and sureties may see an
increase in the frequency and severity of
defaults. Such a trend is likely to last until
construction rebounds. Larger surety companies have developed the scale necessary
to sustain small to moderate loss activity,
but as long as the recession holds firm,
surety executives will be concerned about
the frequency of larger losses in the coming years.
“We are hopeful that the underwriting discipline that has been implemented
since the last surety loss cycle will prevent
loss ratios from rising to unacceptable levels,” says Michael P. Foster, executive vice
president of Merchants Bonding Company (Mutual). “As an industry, we have
attempted to stress the importance of longterm planning, including managing overhead, maintaining estimating discipline,
and identifying and addressing onerous

contract provisions. All of these factors put
together will help mitigate the negative
effects of the economic conditions.”
If this cycle develops as predicted, the
amount of loss activity will determine how
surety companies react. “If severe, it could
affect capacity; but at this point, it is not
possible to predict whether the industry
will experience a soft or hard landing,” says
Travelers’ Noe.
Contractors should expect surety companies to proceed cautiously during the
next two years. Underwriters will work
hard to protect strong, long-term contractor relationships, and likely will be more
skeptical in the underwriting of new
accounts. For now, surety industry results
as reported by the SFAA continue to be
favorable, although the loss ratio for contract surety has increased significantly. “The
results continue to be surprisingly positive
as we enter the fourth quarter of 2010,”
says Arch’s Finkelstein. “There have been
signs of some payment deterioration that
serve as early warnings of potentially larger
problems, but the frequency and severity of
losses have not been realized.”
Surety executives expect the surety
marketplace to remain competitive in
2010, continuing into 2011. Capacity is
available for well-managed accounts as the
industry waits for the full impact of the
economic recovery. Surety remains profitable, and that bodes well for construction
firms that rely on surety support.
“We believe the value provided by
professional sureties and strong bond producers is more important than ever to our
construction clients as we work to position
ourselves for success in this challenging
environment,” says Zurich’s Hewett.
A surety company can be a true partner
and a key stakeholder—one with a crucial
ability to help a construction business grow
and prosper. A quality surety has resources
in the legal, financial and accounting areas,
and can provide guidance that goes beyond
just providing a bond. “It is especially
important during tough times to clearly
communicate the state of the construction
firm’s financial health and any unusually
difficult financial or technical issue facing
the business,” Kunkel says.
Marc Ramsey is communications manager
for The Surety & Fidelity Association of
America. For more information, call (202)
463-0600 or email mramsey@surety.org.

Poor risk management can leave any
company in a vulnerable position.
There’s no shortage of risks in today’s construction industry. To protect your
company, you need specialists who truly understand your evolving exposures.
At Travelers, our insurance and surety experts offer a deep knowledge of construction.
So whether they’re assessing your job site or poring over a big contract, they’ll help
protect you from unintended risks. Find out how it feels to work with a company
that’s in-synch with your industry. Talk to an independent Travelers agent today.
©2008 The Travelers Companies, Inc. All rights reserved. The Travelers Indemnity Company and its property casualty afﬁliates. One Tower Square, Hartford, CT 06183

travelers.com
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A Q&A WITH THE NATION’S LEADING
SURETY INDUSTRY EXPERTS

eXplain HoW balance SHeetS Have
cHangeD in toDay’S economy anD HoW
tHiS HaS aFFecteD a contRactoR’S
bonDability. WHat StRategieS can
contRactoRS uSe to pRotect tHeiR
balance SHeetS anD WeatHeR tHe
economic StoRm?

tHomaS kunkel
Chair of the Board
The Surety & Fidelity
Association of America
President
Travelers Bond & Financial
Products

mike noe
Executive Vice President,
Construction Services
Travelers Bond & Financial
Products

The boom times during
the past 10 years created a mindset in
which taking on debt seemed the best
way to grow a business. Many bankruptcies resulted when companies could not
meet payments once their cash flow was
disrupted. These experiences have brought
a new sensitivity to the business world
when it comes to debt.
A lesson learned is that construction firms should maximize
S10
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liquidity whenever possible. When
borrowing is necessary, debt should be
paid down as quickly as feasible to preserve flexibility for future projects. Having
an available line of credit is important in
today’s economy, but planning cash flow
without reliance on the bank is a much
safer bet.
In addition, due to the fact it has
become increasingly harder to secure
new work at acceptable profit margins,
firms need to continue to take a realistic
approach to overhead management. The
sooner the fat can be trimmed out of an
organization, the more adept the firm will
be at managing through the downturn. It
also will be better prepared and positioned
to take advantage of opportunities when
the market starts to improve.

RoD WilliamS
Executive Vice President
and Chief Underwriting
Officer
Liberty Mutual Surety

The overall economic
problems and weak construction market
have had varied effects on contractors’
balance sheets. Slowing receivables is a
common theme, even on public work, as
owners operate within stretched budgets.
Contractors heavy in private work may

face hung receivables caused by an owner
default or loss of project funding.
We also have seen an increase in affirmative owner claims. On the liability
side of the balance sheet, contractors that
entered the recession with excessive debt
are struggling to meet the debt service in
light of declining revenues and lower profit
margins. A depressed market for construction equipment also makes it difficult to
liquidate unproductive equipment.
Contractors still have many options to
weather the economic storm. These include
managing overhead to appropriate levels
relative to declining revenues; reducing
debt and culling non-productive real estate,
plants and equipment; self-performing
more work if expertise is present in the
firm; and exercising strong job cost control
in project estimating and execution.
A contractor’s relationship with the
surety is more important than ever. Contractors should engage in open and frequent
dialogue with their surety agents and underwriters to ensure transparency and alignment in the underwriting process. It is much
easier to address problems and develop solutions with early identification and open dialogue. Economic cycles come and go, and
contractors that follow a well-thought-out
business plan are better positioned to survive
and prosper in the long term.
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Doug Hinkle
Chief Underwriting Officer
CNA Surety

In general, today’s weak
construction economy is
providing far fewer work
opportunities at far lower profit margins.
Declining revenue can have a significant
effect on cash flow, which will vary by
type of contractor, but certainly margin deterioration creates added risk for
everyone involved in the construction
process.
The one strategy that deserves special
note in a difficult construction market is
organizational cash management—a skill
set that can make a significant difference
in profitability and ultimate survival. To be
effective, it needs to be part of the overall corporate culture and driven by senior
management.
One of the essentials to cash management is forecasting cash flow on a projectby-project basis, as well as for the company
as a whole. The projections not only predict
profits, but also show whether cash flow is
adequate to support day-to-day business
operations without additional infusions of
cash or financing costs. Constantly focusing on cash flow has many rewards, as it
will lead to stronger billing and collection
procedures, better project cash production
through front-end planning of bidding
work, stronger change order management
procedures, better decisions relative to
fixed asset investments, less bank reliance,
greater profitability and a stronger company overall.

Rick Ciullo
Chief Operating Officer
Chubb Surety

This turbulent economy
and high-risk environment
puts additional stress on
a contractor’s balance sheet. More than
ever, a contractor must develop a strategy
for managing its balance sheet. Doing so
reduces risk to its business and increases the
contractor’s access to surety credit. The two
go hand in hand.
A balance sheet reflects the quality of
a company’s management. A clean and
uncluttered balance sheet generally shows
a well-managed company, while a balance
sheet complicated by stray investments or
accumulated problems indicates a poorly
managed company or one under stress.
S12
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Have at least
one backup
bank willing
to lend
you money.
Contractors will better resonate with a
surety and enhance their bondability with
a clean, uncluttered balance sheet.
A contractor can protect its balance
sheet by knowing who it is working for,
diligently collecting owed monies, liquidating unused assets, and only accepting work with margins that will cover its
overhead, profit and the risks inherent in
its business. If profitable work is not available and a contractor chooses to take on
unprofitable projects, it ultimately will
destroy its balance sheet and jeopardize
its future viability. The contractor’s access
to surety credit will drop accordingly.
Sureties also expect a contractor to have
a business plan to weather periods of economic turbulence. While some decisions
are difficult to make, such as reducing
overhead to a level that matches income,
deciding and executing quickly can be
paramount in preserving a company’s balance sheet.
By developing a disciplined approach
to managing its balance sheet, a contractor will greatly increase its chance of being
successful through all phases of market
cycles and, as a result, will increase its
access to surety credit.

David Finkelstein
Executive Vice President—
Surety
Arch Insurance Group

The economic downturn
has reduced revenues and
job profit margins, resulting in lower net
income or outright losses. Contractors’
balance sheets are less liquid, and stockholder equity positions are deteriorating,
especially if their outside debt burden is
high. Sureties generally respond by reducing available credit and applying stricter
underwriting conditions.
Contractors should adjust their organizations to match the available revenue
and tighter profit margins. Reducing

overhead and selling underutilized fixed
assets are two common approaches. When
possible, the proceeds should be used to
retire debt.
Characteristics of a successful contractor in the current economic environment
include strong cash position, low debt levels,
disciplined job selection and a diversified
customer base. Strong cash and low debt
allow operating flexibility. Disciplined job
selection should prevent acquiring new
work with little or no margins. Underperforming jobs can adversely affect the balance sheet for years to come. A diversified
customer base gives the contractor more
potential projects and the ability to utilize
resources more effectively.
What is your advice for contractors
given today’s challenging
construction economy?

Michael F. Greer
Vice President—
Surety & Fidelity
Penn National Insurance Co.

Debt in any market exposes
a contractor to additional
risks. These additional risks also are factored into the surety credit equation. A
surety is more likely to approve a project for a contractor that does not need to
chase work.
Debt and the need for cash push contractors to take work just to generate cash
flow. Invariably, something goes wrong,
the contractor loses money and its cash
flow is squeezed. Rumors about its status
start, and the contractor goes to the surety
for financing or to court for bankruptcy
protection.
Banks are in a very tenuous position.
Many have problems and losses that have
not come to the forefront. If a contractor’s
debt-laden bank suddenly decides it doesn’t
want to lend to contractors anymore, then
that contractor has a very short period of
time to secure new financing before the
sky starts to fall. Many people forget what
happened with the savings and loan crisis
and the Resolution Trust Company, when
a lot of solid viable companies received
demand notices from their banks.
My advice to all contractors is to have at
least one backup bank willing to lend you
money. Agents back up surety relationships all of the time—contractors should
do the same thing with their banks.

FMI is pleased to have served as advisor on the following transactions:
MERGERS & ACQUISITIONS | FINANCIAL ADVISORY SERVICES

Founded in 1953, FMI is the largest and most
respected investment banking and management
consulting

firm

serving

the

engineering

and

has been acquired by
has been acquired by

construction industry. We take a keen interest in
the surety and insurance markets and believe it is
critical to understand how changes in the market
for risk management products will affect the
engineering and construction industry.

Flatiron and Turner joint
ventured for the acquisition

As a strategic partner to the engineering and
construction

industry,

FMI

provides

advisory

services in mergers and acquisitions, ownership
transition and management succession, and leadership development. Contact us to see how we can
help you build a better future.

has been acquired by

has been acquired by

*Company noted has been represented by FMI

For more information, or to get your copy of FMI’s First Annual Surety Market Survey, published earlier this year,
contact Tim Sznewajs at tsznewajs@fminet.com or 303.377.4740.
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What advantages do underwriters
and bond producers bring to their
contractor clients, particularly in
today’s economy?

David Hewett
Executive Vice President
Zurich North America Surety,
Credit and Political Risk

The value of a strong
surety and professional
surety-oriented producer is more important in challenging times than at other
points of the economic cycle. A stable
underwriting approach and consistent
capacity is vital as contractors strive to
find the right projects that will bring a
favorable return. Contractors need to take
advantage of the total value that a strong
surety can bring, including a consistent
underwriting approach, necessary capacity, contract language review and claim
department input.
Potential problems are the same as
always; for example, securing the wrong
job for the wrong owner outside of a firm’s
traditional area of expertise or geography.
Strong levels of communication with your
surety and broker can identify these issues,
as well as ways to capture new opportunities that support and advance your business model.

Steven F. Coward
President
Berkley Surety Group

Contractors are entrenched
in a depressed construction market, faced with
constrained project funding, a suppressed
credit environment and a competitive
arena that is causing margin reduction. It
is essential that the surety company and
bond agent provide the value-added experience, advice and support to ensure the
contractor maintains a sense of balance in
these unprecedented times. By creating an
open dialog among all parties, the surety
and agent can provide the assurance contractors need to support an appropriate,
well-thought-out business plan.
The harsh reality is that 2011 does
not appear to promise the improvement
everyone hoped for, so business plans
may need to contemplate a myriad of
strategies. Proactive communication
with the bond producer and tapping the
vast market knowledge it holds could be
S14
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invaluable, particularly when addressing
options as a business owner. Should the
contractor consider a merger/acquisition
or alternative market, or simply wind the
business down? The unthinkable—winding down the business—ultimately may be
the best way to protect the equity earned
over the years. In this instance, early and
constructive communication with the
surety could be a significant factor in
reducing the exposures.
These are unprecedented times when
the choice of business partners, trust and
level of communication are paramount
considerations for a business owner.

Michael P. Foster
Executive Vice President
Merchants Bonding Company
(Mutual)

The advantages bond producers and underwriters
bring to their contractor clients are the
tools necessary to survive tough economic
times. Establishing a team of qualified
consultants, including a professional surety
agent and surety underwriter—as well as a
CPA, banker and lawyer who understand
and are committed to the long-term goals
of the company—is critical to the success
of the contractor. Successful contractors
allow such a team to help them make good
decisions. If they did not make the proper
decisions during good times, then they will
not survive the bad times.
Contractors should have been making
decisions such as growing the company’s
cash, working capital and equity; constantly
attempting to minimize or eliminate institutional debt; maintaining a prudent budget for the acquisition of additional equipment or personnel; and establishing an
effective management control system that
generates timely and accurate accounting
and job cost information. All of these best
practices are what good surety producers
and underwriters bring to the table, giving
their contractors an advantage.

J. Spencer Miller
President
National Association of Surety
Bond Producers (NASBP)
President
Schwartz Brothers Insurance
Agency Inc.

Today, technology offers enhanced capabilities to the underwriter and bond

producer. Surety underwriters have the
ability to model accounts and add input
into their underwriting processes. They
also have the ability to share best-in-class
benchmark information with their agents
and accounts to assist in business development. New communication capabilities
at NASBP give the bond producer more
exact and quicker access to information
to share with its customers in reference to
risk management, bond forms, partnering
and local legal issues.
Both surety underwriters and bond
producers have benefited from improved
software applications that help them with
data management and backroom processes.
These applications help the bond producer
and underwriter make beneficial, timely
decisions, and provide advice to their customers. Contractor clients benefit from
producers and underwriters that share
information and communicate directly
with obligees on onerous bond forms and
contract requirements.
The role of the professional surety
bond producer and its importance to the
surety process is emphasized in this difficult business climate. Contractors in this
environment need trusted advisors who
understand their history, management,
business objectives and business cycles.
The professional surety bond producer
helps contractors gain perspective and
directs them to resources that help them
remain long-term, viable businesses.

William A. Marino
Vice Chairman
Aon Construction
Services Group

Michael J. Cusack
Senior Vice President—
Managing Director/Contract
Surety
Aon Construction
Services Group

The biggest strategic advantage offered by
a strong surety bond producer is having
broad access to the marketplace. When
selecting a bonding agent, contractors need
to ask if the prospective broker or producer
has access to a wide range of contacts in
the industry.
A valuable bond producer has years of
experience in the construction industry,
strong relationships with the leadership

The Fourth C of Surety.
Sureties examine the Character, Capital and Capacity of your business, so why shouldn’t you study theirs? You’ll discover what
many top companies already know: one surety stands out — Chubb. One of the only major surety providers with an A.M.
Best rating of A+ or better for 50+ years, Chubb gets straight A’s on those Three C’s, plus quite a few other C’s as well:
Commitment to the surety industry, Counseling expertise, global Coverage, service Consistency, and Continuity of experienced
experts who know your business. Why not let Chubb “C” what we can do for you?
For more information, talk to your agent or broker, visit us at www.chubbsurety.com or e-mail us at surety@chubb.com.

BEYOND YOUR EXPECTATIONS
For promotional purposes, Chubb refers to the member insurers of the Chubb Group of Insurance Companies. Terms and conditions of the bonds are
contained solely in the bonds as issued. Chubb, Box 1615, Warren, NJ 07061-1615. © 2010 Chubb & Son, a division of Federal Insurance Company
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teams of underwriting companies, and
a broad understanding of financial and
business issues. An experienced bond
agent works diligently to become a valued and trusted advisor by his contractor
clients. The best bond producers have
confidence in their client relationships
to allow for candid discussions. These
conversations provide sound, long-range
advice that may not always coincide with
the views of a contractor’s management
team.

Henry W. Nozko Jr.

]

Construction-related
entities will need
to secure contract
bonds as the lack
of private work forces
more firms into
the public
works arena.

President
ACSTAR Insurance Co.

There is a growing trend
for terms and conditions
of construction contracts
to further expose both prime contractors
and subcontractors to expanded liability
under prime contract agreements and subcontract agreements. Escalation of broader
and more onerous indemnity and warranty
provisions are being woven into many construction contract agreements, creating an
unreasonable assumption of risk by the
contractor or subcontractor.
Most sureties will assist contractor clients in modifying, removing or renegotiating certain onerous contract terms and
conditions. Surety-sponsored or required
contract modifications usually can enhance
the results of negotiation. No contractor or
subcontractor should sign a contract with
over-the-top provisions. A bilaterally fair
agreement will contribute to overall project
success.

Brad W. Gibson
Surety Executive
Rutherfoord

Contractors are finding
themselves in the most difficult construction environment of the past 35 years. Business planning, budgeting and adjusting are essential
to success and survival in this environment.
Every aspect of a construction business
must be carefully evaluated, managed and
adjusted on a regular basis.
Much like a personal exercise program,
construction business owners first must
have a formalized business plan and budget, which should be revisited monthly and
“exercised” throughout the year to maintain the organization’s financial strength.
The plan will aid in making adjustments
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to overhead, unallocated expenses, debt,
cash requirements and many other components necessary to weather the downturn.
Contractors must be diligent in following
and adjusting the plan.
An experienced and reputable surety
agent helps a contractor with the planning
and budgeting processes. The agent should
have a level of expertise that allows him
to offer significant input and review as a
trusted advisor, in addition to other professional services. The agent then communicates with the underwriters to solicit their
input and endorsement.
Contractors that regularly evaluate and
adjust all aspects of their plan and budget
will have the greatest chance of maintaining a sound financial position and preparing their organization for the better times
ahead. Surety underwriters place a high
value on well-conceived plans, and they
associate credibility with those who contribute to the plan.

Dwayne Shelton
Vice President
Risk Services of Arkansas
Member
INSURICA Insurance
Management Network

In a strong economic climate or in a
downturn, a professional bond producer
armed with internal tools and the tools
of the surety industry can help insulate
the bottom line and the overall health of
the balance sheet of contractor clients.
Service advancements in two areas are
notable.
Modeling and benchmarking have
evolved to a point where real-time data
mining from active surety accounts form

the basis for a true best-in-class peer
group. One of the largest sureties boasts a
6,500-client database with up-to-date comparative data. The advantage is the numbers
are not skewed by industry averages, which
include contractors that do not or cannot
bond work.
In addition, the legal departments of
sureties can combine with risk management resources to advise and educate contractors on the changing legal climate to
protect their long-term success from both
upstream and downstream contractual
pitfalls.
The successful contractor-broker relationship collectively will seek the value of
these resources and adhere to the lessons
learned.

Harry Crowell
Chairman
The Insco Dico Group

This year, constructionrelated entities will need
to secure contract bonds
as the lack of private work forces more
firms into the public works arena. Given
the current economy, the selection of a
surety is even more critical than at any
time during the past three decades. The
surety underwriter is responsible for the
prequalification of the contractor and must
rely on direct input from the surety producer, principals, CPAs and bankers. With
the intense competition contractors are
experiencing, the prequalification process
becomes even more complex, challenging
each underwriter to understand more risk
factors than ever.
The apparent attempt of owners and
obligees to perfect contract and bond language increases the risk factors as well,
increasing the due diligence required for
responsible prequalification. These risk
factors emphasize the need for professional
feedback from all the parties, ensuring the
contractor principal can fully appreciate the
risk it is undertaking and sharing with its
surety.
Bond producers must know their customers well, understand the construction
business and its challenges, and serve as a
true partner.

Compiled by Marc Ramsey, communications manager for The Surety & Fidelity
Association of America.

Insurance
Risk Management

Zurich HelpP int

Our surety bonds help you
get the job done.
Zurich HelpPoint is here when you need more than just insurance.
With more than 115 years as a leader in the surety market, we offer the
global expertise, insight and flexibility to address your most challenging
contract and commercial surety needs. In fact, Zurich provides reliable surety
capacity to 40% of the Engineering News Record’s largest 100 contractors
and 25% of the Fortune 100 companies. Around the corner or around
the world, Zurich Surety helps make getting the job done a little easier.
For more details about Zurich HelpPoint , visit www.zurichna.com/surety.

Here to help your world.
Coverages underwritten by member companies of Zurich in North America, including Zurich American Insurance Company. Certain coverages not available in all states. Some coverages may be written on a nonadmitted basis through licensed surplus lines brokers.
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he tough economic realities facing the construction industry have challenged business
operating models. Housing remains depressed, private construction funding is nominal,
tax revenues are lagging and government deficits are growing even higher. For contractors
exhausting their work programs, the prolonged construction recession translates to fewer
project opportunities, lower margins on awarded projects and greater competition overall.
Given all this, do contractors also need to worry about their surety credit lines?

Managing
Surety Credit
In a
Down Cycle
BY N AT E Z A NGER LE
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Unlike the banking industry, which is
restructuring in the face of subprime and
real estate losses, the property and casualty insurance industry (including surety)
remains financially sound and well capitalized. Surety industry capacity is stable and
sufficient to meet market needs for worthy
contractors.
Surety credit underwriting is based on
three basic ideas. The contractor should
have a stable financial condition, including

appropriate net worth and strong liquidity
relative to operational needs; the necessary people, facilities and equipment to
perform; and a sound character and reputation. Contractors also should focus on
establishing strong internal controls, building a track record of project profitability
and executing a comprehensive business
plan that allows them to adapt quickly to
changing construction cycles.
A sound financial condition is characterized by strong liquidity and manageable
debt. Contractors should focus on building positive cash flow and conserving cash.
Contractors that avoid amassing slowmoving assets and depending on working
capital lines of credit are better positioned
to manage a problematic job or survive a
contract payment dispute.
Working capital without liquidity also
can present risk. A contractor can have
good working capital but low liquidity,
which may be evidence of poor cash flow
from operations.
Contractors are in the business of leveraging assets to make profits. Depending on
economic conditions, an important aspect
of leveraging assets is knowing when to
assume debt and how to manage it for
both the short and long term. Maintaining
a low debt-to-net-worth ratio indicates a
contractor can withstand declining revenue. Creditors also perceive a contractor
that holds significant off-balance-sheet
debt or over-invests in equipment relative
to operational needs as having a higher
potential default risk.
Operationally, people are a contractor’s
most important asset. The challenge in a
construction recession is maintaining the
core expertise and value-added services of
good employees so the contractor is properly staffed during the recovery. Similarly,
contractors need to prioritize and manage
facilities and equipment effectively. Maintaining a plan to periodically assess operational needs to minimize the carrying costs
of non-productive facilities and equipment
is important. By the time the down cycle
comes, it often is too late to cost-effectively
shed non-productive equipment.
Construction is a long-term business,
and creditors seek long-term relationships.
Contractors that develop a consistent track
record and positive reputation by performing and delivering on promises to owners, subcontractors and vendors demonstrate stability and present better risk to

creditors. Moreover, establishing candid
relationships with creditors is key to preventing surprises and changes in surety or
borrowing capacity.
A critical success factor is the quality
of internal controls. Contractors should
demonstrate strong job costing, change
order and revised cost-to-complete procedures. Contractors that know their costs
and can adjust accordingly are more likely
to survive an economic downturn. Having a vigorous bidding process is critical to
long-term success, as it allows a contractor to focus on projects that best meet its
organizational strengths.
Job selection also is critical. Contractors
that operate within a proven geographic
territory and project type are more likely to
be successful. Consistent operating profits
remain a leading indicator of long-term
performance.

Establishing candid
relationships with creditors
is key to preventing surprises
and changes in surety or
borrowing capacity.
For the long term, contractors should
establish and follow a comprehensive business plan. Because economic conditions
change fast, a viable business plan must
allow for both expansion and contraction.
A solid business plan lays out the need for
people, facilities and equipment, and outlines
the optimal combination of project type and
geographic territory selection. Further, a plan
must focus on management of general and
administrative expenses, when and how to
downsize, and how to minimize expense
creep relative to revenue growth.
Good surety companies underwrite
consistently in both good and bad economic cycles. Working through a professional surety bond producer, contractors
should encourage open and direct dialogue
with their underwriters to foster a sustainable surety line of credit.
Nate Zangerle is senior vice president of
underwriting for Liberty Mutual Surety.
For more information, call (610) 832-8240 or
visit www.libertymutual.com.
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P3
Opportunities:
New Roles Demand
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BY GEOFF DELISIO

ublic-private partnerships (P3s) represent a fundamental change
in the project procurement process for U.S. contractors and those
who serve the contracting community. While this procurement
method is common in various parts of the world, especially in
the United Kingdom, broad use in the United States has been
limited to the Armed Forces for the upgrade and construction of
military housing.
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Proponents of P3s believe a government agency can engage the talents of the
private sector to bring new assets into use
for the public’s benefit, as well as operate existing assets in a way that gives the
agency greater flexibility with its budgets
and certainty with its expenses.

structure typically involves the governmental body providing the concessionaire
a lease to an existing asset or to the land
upon which a new asset will be built. In
turn, the concessionaire (generally a single-purpose entity with potentially several
owners) contracts with multiple parties
that serve specific roles within the project,

revenue begin to flow. This scenario places
a premium on competent contractors that
can partner with the concessionaire in providing a world-class project.
A surety bond can play a key role in
the construction phase of a P3. Typically,
construction is let as part of a design-build
contract from the concessionaire. During

such as design, financing, construction,
operation and maintenance.
Third-party financing is combined with
an equity piece from the concessionaire to
fund the transaction. The concessionaire is
paid a fee based on the availability of the
asset, and in some cases the fee is based on
the public’s use of the asset. The concessionaire uses these fees to pay off the debt
incurred to fund the original purchase of
the existing asset, or to pay construction
costs for a new asset with a return to the
investors.

the prequalification process, concessionaires
often look for contractors that qualify for
a performance and payment bond from
the surety. In a construction project where
completion time and operational performance are key, having a performance and
payment bond covering the design-build
contract benefits all involved.
The payment bond can give subcontractors and suppliers peace of mind that
they will be paid for services and materials provided to the project, which is not
always clear given the public-private structure of P3s.

Strong Surety Support
THE BASICS

Broadly speaking, P3s refer to a procurement process by which the talents and capital of the private sector are used to perform
tasks that historically have been the responsibility of the public sector. This support can
include providing short- or long-term project financing, contributing design and construction services, and operating and maintaining an existing or a newly built asset.
The underlying theme of the P3 process is value for money: The public is provided something of value for the additional
money the private sector is being paid.
By connecting all of the responsibilities
related to an asset together over time, the
end result should be a better performing
asset at an overall lower life cycle cost.
If a private company is required to
operate and maintain the asset for a long
period, it will seek a design that makes the
asset more efficient to run. Likewise, if a
private entity is responsible for paying to
maintain a roadway for 50 years, it will try
to ensure the design, construction methods and materials can lower maintenance
costs over time.
The marketplace generally refers to two
main categories of P3s: greenfields and
brownfields. A greenfield project refers to a
newly constructed asset being brought into
public use. In contrast, brownfield projects
refer to existing assets for which the ongoing
operations and maintenance are transferred
to the private sector. In either situation, the
underlying agreement between the public
and private sector tends to be long term (30
to 50 years), with the asset returning to public care at the end of the term.
The private entity that enters into a
contract with the public entity usually is
called a concessionaire. The contractual

NEW ROLES

Parties involved in a P3 take on new roles
compared to a traditional public agencydriven procurement. The governmental
body is no longer the “owner” in the traditional sense of the word. Rather, the public
entity serves in an advisory role as a steward of public assets, while the concessionaire services the public in a market-driven
fashion. Government leaders are guided
by the desire to implement strong public
policy and at the same time safeguard the
public’s investments.
The concessionaire becomes the
“owner” in the new framework. A diverse
group of companies—lenders, contractors
and suppliers—can have ownership in the
concessionaire.
Contractors and suppliers are being
asked to bring significant value and expertise to the project as team members. Generally, these projects are undertaken on a
zero change order basis. Once the financing has been secured, no additional funds
are available to the concessionaire.
A key in the overall project is getting
the asset to fully function as soon as possible; only then does the concessionaire see

NEW OPPORTUNITIES

Because the roles of the major players within
a P3 do not follow the traditional scheme,
all are confronted with new opportunities
that need to be managed carefully to ensure
success. For contractors with the talent to
provide value-added insight as a member
of a broader team, P3s present a significant
potential. Unlike a low bid procurement
process, neither the price of construction
nor the contractor’s fee is the material factor
in determining who wins the job.
While P3s offer an opportunity for qualified contractors, the risks involved demand
support from a surety with experience solving customers’ problems and reducing their
risk. A performance and payment bond
provides tremendous benefit to all, whether
supporting the design-build aspect of the
project or separate design and construction
portions of the contract.
Geoff Delisio is vice president of Zurich
Surety Credit and Political Risk, Owings
Mills, Md. For more information, call
(410) 559-8720 or email geoff.delisio@
zurichna.com.
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s the construction industry continues to struggle in a
difficult economy, it is not all gloom and doom. Across
the United States, many contractors are surviving
using a combination of proven business practices and
new strategies to keep the work flowing.

By tHereSe W iel age
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Jason Chambers, president of Tri-Sure Corp., an
underground utility contractor in Auburndale, Fla.,
has been called on to finish
work that was started by failing companies. “I keep my nose to the grindstone
and turn over every rock to look for business to keep us going,” Chambers says.
When the downturn started, Chambers
recalls vowing that his company would be
“the proverbial last man standing.”

While the future of the construction
industry remains uncertain, a sampling of
successful contractors around the country
shows that tough challenges can be met.
Key points drawn from several business
testimonials include:
• Stay out of debt or keep it low.
• Network with past and present business
contacts to find new work.
• Keep overhead low and maintain a strong
financial statement.
• Develop company leaders to chart a successful course.
• Develop and maintain strong relationships with a professional surety bond
producer and underwriter, as well as a
construction accountant.
• Get involved in community activities. Be
a good corporate citizen and take advantage of side benefits, such as raising company awareness and networking to find
new business.

MASTERFILE

Secrets to Survival

Deep underwriting expertise and
a high-performance service team are how we
build rock solid industry partnerships.

Agents choose to work with our Surety division because
we provide innovative solutions to contractors. Then, we
follow up with a package of services including underwriting,
engineering, risk management and claims processing to
complete the value chain. Our value chain links all of the
critical partners to create mutually beneficial relationships.
Expertise our clients count on.

Visit us on the web at
www.archinsurance.com

SURETY | ACCIDENT & HEALTH | ALTERNATIVE MARKETS | CASUALTY | CONSTRUCTION | ENERGY | ENVIRONMENTAL | EXCESS WORKERS’ COMP
EXECUTIVE ASSURANCE | HEALTHCARE | LENDER PRODUCTS | NATIONAL ACCOUNTS CASUALTY | PROFESSIONAL LIABILITY | PROGRAMS | PROPERTY | TRAVEL
Insurance coverage is underwritten by one or more member companies of Arch Insurance Group in North America, which consists of (1) Arch Insurance Company (a Missouri corporation, NAIC # 11150) with admitted
assets of $1.9 billion, total liabilities of $1.2 billion and surplus to policyholders of $643.4 million, (2) Arch Specialty Insurance Company (a Nebraska corporation, NAIC #21199) with admitted assets of $423.5million,
total liabilities of $106.9 million and surplus to policyholders of $316.6 million and (3) Arch Excess & Surplus Insurance Company (a Nebraska corporation, NAIC # 10946) with admitted assets of $30.3 million, total
liabilities of $3.4 million and surplus to policyholders of $26.8 million All figures are as shown in each entity’s respective Quarterly Statement ended June 30, 2010. Executive offices are located at One Liberty Plaza,
New York, NY 10006. Not all insurance coverages or products are available in all jurisdictions. Coverage is subject to actual policy language. This information is intended for use by licensed insurance producers.
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Using various combinations of these
strategies, several contractors have been
able to avoid cutting staff. In Florida,
Service Painting Corporation set a goal
of keeping its entire workforce employed.
“Salary reductions, hourly reductions
and division cost procedures were implemented across the board equally and were
supported unanimously,” says Paul Weigel,
the company’s president. “Creating shared
reductions by all, rather than the wholesale
firing of a few, can strengthen the company’s morale and attitude to succeed as
a team.”

]
overhead by limiting the upgrading of our
equipment and resources,” he says.
Financial Statement

Without effective,
positive leadership in
this industry, it is
difficult to succeed.

Debt

Kevin Henter, president of
Gator Excavating, Grimes,
Iowa, says his father taught
him that debt is a four-letter
word—something to be avoided as much
as possible. Gator performs site grading work and road building, and installs
underground utilities such as storm and
sanitary sewers. “Maintaining a very low
debt structure has been my policy from day
one,” Henter says.
He tries to buy equipment with cash
from company profits rather than going
into debt to pay for the machinery. “If
the economy comes to a halt and a company is riddled with debt, it’s going to get
in trouble,” Henter says. “It’s not rocket
science.”
When many Florida companies decided
to grow during the construction boom,
Chambers held back, using company profits to buy and pay off new equipment to
replace old machinery, rather than expanding his lineup of machines.

with helping his commercial subcontracting
firm find new business in the military sector. The two companies aren’t related financially, but have had a long association.
“Really, they were kind of the spark
that got us going,” Barrick says. “They
introduced us to the right people. We owe
them a lot.”
Barrick also credits his company’s success to innovation. The company is more
involved in early stages of projects, providing input on design issues and ways
the work can be done better, faster and
cheaper. That dramatically raises the
company’s chances of getting a job, Barrick says.
Diversified Interiors also consults with
suppliers, employees, material manufacturers and even friends to find better ways of
doing things. “The more people we can
involve who have specific skill sets, the
better,” Barrick says. “I honestly think the
smartest move we ever made was to figure
out that we weren’t that smart.”

Contacts

Overhead

Keeping in touch with past
and present business contacts is important to cultivate new opportunities.
“We have used our experiences with our
existing clientele as a platform to launch
ourselves into multiple contracts with new
agencies,” says J.R. Durazo, president of
Durazo Construction, a commercial general contractor in Tucson, Ariz.
Dusty Barrick, president
of Diversified Interiors of
Amarillo, Texas, credits
what he calls a “cousin
company” in El Paso, Texas,

Keeping overhead costs low is important
to maintaining a viable business. “We
keep a real sharp eye on overhead and
keep a real sharp point on the pencil,”
Henter says.
Gator operates with a lean staff. “With
the amount of work we do, we could
justify another project manager, but the
increased costs would go directly to overhead,” Henter adds. “We all just have to
work a little harder.”
Durazo also emphasizes keeping overhead low. “Even though we’ve experienced growth in the last several years, we
have continued to maintain relatively low
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Anticipating a downturn in the industry, Service Painting Corporation, which
employs about 250 people in Tampa,
Orlando and Sarasota, Fla., began making preparations more than two years ago
with a defined cost-control program. An
important element in the company’s success is the fact that Weigel and his three
partners—Todd Monroe, Steve Tyer and
Bob Parker—are all directly involved in
the company’s operation. Service Painting has five divisions that specialize in
industrial and commercial painting, nursing home renovation, and restoration and
waterproofing of buildings and parking
garages.
The firm has worked hard to maintain
a strong financial statement secured by
significant retained earnings and a line of
credit in place with a highly rated bank,
Weigel says. Additionally, maintaining a
$10 million to $15 million bonding capability confirms the company’s stature for
larger projects.
Leadership

Marv Selge, president of
Selge Construction, Niles,
Mich., credits the company’s leadership with helping it weather the construction downturn.
Selge’s company performs heavy earth
excavation, concrete highway paving and
directional boring, and installs sanitary
and storm sewers.
Three years ago, a leadership training
academy taught the firm’s top nine executives how to knock down communication
barriers, get to the heart of subjects harmoniously and stay focused as a group.
Now, the company relies on its core leaders
to get jobs done more productively.
“The leadership is everything,” Selge
says. “Without effective, positive leadership in this industry, it is difficult to succeed. With that type of leadership, your
company can flourish even in challenging
times.”
Therese Wielage is vice president of
marketing for Merchants Bonding Company.
For more information, call (800) 678-8171 or
email twielage@merchantsbonding.com.

Mike Cusack

Bill Marino

Geoff Heekin

P A R T N E R S H I P.
Trusted Surety Advisors
The leading provider of surety representation to
the construction industry, Aon Surety specializes in
structuring bond programs that deliver the maximum
credit necessary for contractors to capitalize on all
strategic opportunities. Aon Surety's unequalled
experience, expertise and insight allow our dedicated
team to create innovative solutions for all our clients.

For more information, contact
Aon Construction Services Group
888.678.7310 or aon.com
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Accounting Proposal
Alters Contractors’

I

Financial Statements

n underwriting a contractor to determine whether to provide
performance and payment bonds for a given project, the surety
evaluates the three Cs—character, capacity and capital. Because
capital involves determining the contractor’s ability to support
the project and its entire operation, the financial statement is

On June 24, the Financial Accounting
Standards Board (FASB) and the International Accounting Standards Board
proposed revised accounting standards
regarding how revenue from contracts is
recognized. If the proposed standard takes
effect, the content, meaning and usefulness of the financial statement will change
significantly.
Since 1981, U.S. Generally Accepted
Accounting Principles (GAAP) have
required that revenue from construction
contracts be recognized on the percentage of completion method. Under this
method, the contractor recognizes revenue
and profits from a construction contract to
the extent of progress toward completion
for that given financial accounting period.
Progress typically is measured by the costs
incurred to date by the contractor.
The U.S. GAAP Codification of
Accounting Standards, Subtopic 605-35
(and its predecessor, Statement of Position
81-1) recognized the unique characteristics
of and challenges involved in accounting
for construction contracts. Construction
accounting requires “measuring the results
of relatively long-term events and allocating those results to relatively short-term
accounting periods.” In addition, the revenue
generation of a construction contract
involves “considerable use of estimates in
determining revenues, costs and profits.”
For almost three decades, GAAP recog-
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By Robert Duke
nized that the best way to account for the
unique nature of construction accounting
and the best way to reflect the “economic
substance of an entity’s transactions” was
to recognize construction contract revenue
and profit by using the percentage of completion method. The proposed accounting
standard changes this position.
New Contract Requirements

Generally, sureties have found the percentage of completion method to be a
reliable and accurate approach to accounting for contracts. The financial statement
should depict the economic reality of
the transaction, including the following
characteristics:
• The construction contract is the source
from which revenues and profits are
generated.
• As a user of financial statements, the
surety is interested in how the contractor
performs with respect to each contract, in
its entirety. The measure of performance
is the amount of profit generated by the
contract and the ability of the contractor
to produce the profit that was estimated
at the contract’s inception.
• A project owner pays the contractor
as work progresses, and profits from a
construction contract are generated by
the contractor’s activity on the project.

Costs are an objective and reliable way
to account for the contractor’s progress
and activities.
The proposed standard breaks from
these characteristics in that the construction contract is no longer the profit center.
Under the proposed standard, revenue is
recognized when a contractor satisfies a
“performance obligation.” Conceivably, a
single contract could have multiple performance obligations, each with its own
profit margin. The proposed process for
recognizing revenue strays from what the
surety wants (i.e., a measure of profitability
of the whole construction contract as it
progresses) and involves a high degree of
judgment and subjectivity.
The proposed standard sets forth the
following steps to recognize revenue:
• identify the contract with the customer;
• identify the separate performance obligations in the contract;
• determine the transaction price;
• allocate the transaction price to the separate performance obligations; and
• recognize revenue when the entity satisfies the performance obligation.
Under the proposed standard, an
accountant would review each contract
and determine whether it involves single
or multiple performance obligations—
introducing greater subjectivity and judgment in the process. A performance obligation provides “distinct” goods or services;
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a crucial evaluation tool for sureties.
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paragraph 23 of the proposed guidance
explains the criteria for determining what
makes a good or service distinct.
Determining whether a performance
obligation is satisfied (and when revenue
is recognized) also involves a great deal of
judgment. The proposed standard states
that a performance obligation is satisfied
when the good or service is transferred to
the customer. Transfer occurs when the
customer obtains control (the ability to
direct the use of, and benefit from, the good
or service, according to paragraphs 25 and
26 of the guidance). Determining when the

]

project owner has control involves more
analysis and subjectivity than determining
the costs incurred to date.
Impact on Surety

If implemented, the proposed standard
could have several adverse effects from the
perspective of the surety as a user of the
financial statement. First, the usefulness
of the financial information is diminished.
The surety is looking to the financial statement to answer the question: How did the
contractor perform on this contract? By
moving the focus away from the whole
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contract to a performance obligation, the
financial statement is answering a different
question: How did the contractor perform
on this performance obligation?
Second, the reliability and credibility of
the financial statement is diminished. The
long-held view has been that the percentage of completion method of accounting
(recognizing revenue as costs are incurred)
is the most reliable and accurate depiction
of the transaction. The proposed standard will result in recognition of revenue
only when the entire contract has been
completed (i.e., the completed contract
method), assuming the owner obtains control of the work only at completion.
The proposed standard will still allow
for recognition similar to the percentage
of completion for projects in which the
owner controls the work in process as it is
performed. However, this means the revenue of some contracts may be recognized
per the percentage of completion method
and the revenue of other contracts will be
recognized per the completed contract
method.
Another hit to the reliability and credibility of the financial statement is caused
by the introduction of subjectivity and
judgment to the revenue recognition determination. What constitutes a performance
obligation and whether the performance
obligation has been satisfied could be
viewed differently by different accountants
looking at the same contract.
To address the diminished usefulness,
reliability and credibility of the financial
statements, sureties likely will require
additional information to combine the
multiple performance obligations into a
single contract. In addition, sureties likely
will require schedules regarding the billings and costs for each contract to determine the performance and profitability of
each contract in its entirety.
Because the proposed standard does
not meet the surety’s needs, contractors
may face additional costs for the analysis
and review of financial statements, and
for compiling the accounting information
needed to view the contracts under the
percentage of completion method.
Robert Duke is director of underwriting and
assistant counsel for The Surety & Fidelity
Association of America. For more information, call (202) 778-3630 or email rduke@
surety.org.
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combined network of approximately 37,000 independent
agents, we service contractor
clients with annual revenues
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Surety Corporation is the largest publicly traded surety company in the country. We’re on
solid ground and ready for the
challenges ahead. “Despite the
challenges, we remain confident
that we have the expertise,
tools, and financial strength to
successfully navigate through
a difficult economy” said John
F. Welch, President and Chief
Executive Officer.

John F. Welch, CEO
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We are known for our expert
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strength, market leadership and
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generals, heavy and highway,
subcontractors and specialty
accounts. Our branch offices
are staffed with some of the
most experienced bond professionals in the industry. Through
our combined subsidiaries and
affiliates, we have been servicing bond needs for over 100
years and have established an

• Use of an advanced
technology platform to
support our underwriting
decisions.
• Personal customer
service – you always talk
to a person who has
access to the resources
to address your question.
• Enduring commitment to
industry issues through
our Government Affairs
Department.
• Continually providing
educational opportunities
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agents, brokers and
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of current trends.
customer-focused solutions to
bonding requirements. What
really sets CNA Surety Corporation apart from the competition
is our underwriting consistency
and working closely with our
accounts to help them meet
their goals.
COMMITMENT TO
CONTRACTORS
We have a broad appetite for
contract surety and will consider

CNA Corporate Office in Chicago, IL

impressive customer base. As
a result of working with a wide
range of customers, we have
developed a sophisticated
benchmarking report that allows
us to compare one client to their
peers and we share that data
with our clients.
Our objective is to be the
leading provider of surety and
surety-related products in North
America and to be the surety of
choice for our customers and
independent agents/brokers.
We are committed to supporting all the surety needs of the
construction industry.
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Gaining a
Competitive

Edge

Through Surety Credit

W
ith an increasing number of

bidders on construction projects, many small and emerging

contractors are exploring ways to

gain an edge over their competitors. Being bondable is one way
a company can set itself apart.
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By K at h y Ho f f m a n a n d
V a n e ss a S t e v e n s

credit for the first time to prequalify for
work on public projects.
Commit to the Process

William Maroney, senior vice president
of City Underwriting Agency, Inc., Lake
Success, N.Y., says small, emerging contractors seeking to become bonded for the
first time need to commit to the process.
“First, ask yourself if you are committed to being a solid businessperson in the

construction community,” Maroney says. “If
so, then utilize set-aside programs to help
build credit, such as the U.S. Small Business Administration (SBA) and others in
your community. View these programs as
stepping stones, not crutches. Your goal is
to establish yourself as a qualified, capable
construction company. Also, surround yourself with solid professionals familiar with
the construction industry, such as accountants and bankers.”

Laughing Stock/Corbis

“Most of the work coming out right
now is government work, so it’s important to be bondable,” says Joshua Etemadi,
a producer at Construction Bonds Inc., a
division of Murray Risk Management and
Insurance, Fairfax, Va. “Once contractors
get their first bond, they are part of a group
of contractors that has been independently
verified, vetted and qualified to compete
on bonded projects.”
Lawrence McMahon, senior vice president/surety manager of Alliant Insurance
Services, Inc., San Diego, agrees. “Most
of the private work has dried up and the
available work is public works and military,” he says. “Without a bond, contractors cannot access this work.”
Many contractors cognizant of this
situation are considering obtaining surety

Guidelines
for Small
and Emerging
Contractors

(The National Association of Surety
Bond Producers can help find these professionals and guide contractors through
the entire process. A directory of bond
producers is available at www.nasbp.org.)
After 20 years of working with groups
that help small and emerging businesses
in his community, such as the New York
State Small Business Development Center at Farmington State College and the
Model Contractor Development Program

created by The Surety & Fidelity Association of America, Maroney is familiar
with the characteristics of successful business owners. “I’ll walk into a seminar with
15 people in the audience, and two will
come up to talk with me afterward to ask
for specific details,” he says. “They’re the
people who have the best potential for
reaching their goal. It may take time, but
if they commit, they can do it.”
Adds Etemadi: “We frequently tell our
clients that although we’re providing a
piece of paper, we’re really providing an
opportunity for the contractor to bid on
projects that they haven’t been able to bid
on in the past.”
David Castillo, first vice president of
Alliant Insurance Services, Inc., Las Vegas,
emphasizes the importance of taking the
time to prepare complete financial documentation for surety credit. “I equate it to
the construction process,” Castillo says.
“Contractors wouldn’t try to bid on a project
without the blueprints and specifications.
Submitting complete financial paperwork
about your company is critical to obtaining
surety credit.”
Seek help preparing this documentation
from professionals in the surety industry,
such as bond producers and constructionoriented accountants and bankers.
Thomas Padilla, vice president of Manuel Lujan Agencies, Albuquerque, explains
that while working capital and net worth
are important, they are not the only considerations. “In today’s economy, we must
consider many other factors, including the
level of debt (and its relationship to net
worth), the level of overhead a contractor
carries and the existence of a well thoughtout plan (including contingencies) for the
future,” Padilla says. “The first two are
critical, as they will have a direct bearing
on the contractor’s ability to adjust to the
changing economy and survive with less
work and lower gross margins. The third
shows me the contractor has spent time
analyzing its operation and the market as
it relates to the company, rather than just
bidding and hoping for the best.”
Etemadi suggests contractors obtain
a copy of their credit report immediately.
“If you’ve never attempted to get a bond
before, you want to know what your credit
looks like before anyone else does,” he says.
“Do this before you put time and effort
into a bid.”

Hire a Construction CPA

John Naso, vice president of surety services for The Horton Group, Orland Park,
Ill., recommends contractors partner with
a quality certified public accounting firm
that knows the construction industry. Also,
the CPA should understand the terminology of a construction company’s financial
documentation, and the proper presentation and disclosure that banks and sureties expect, such as work in progress and
completed construction schedules.
Naso encourages contractors to seek
recommendations of CPAs from various
sources, such as bankers, bond producers
and local chambers of commerce. He suggests choosing a CPA firm that is nearby
so the accountant can review the company’s accounting software and perform
quarterly documentation in person.
“Interview several accounting firms
to determine which one is the best fit for
your team of professionals and who will
help you obtain surety credit,” he says.
(Construction-oriented CPA firms can
be found in the Associate Directory at www.
nasbp.org, or by contacting the Construction
Industry CPAs/Consultants Association,
www.cicpac.com.)
“CPA-prepared financial statements are
not cheap, but usually the cost of a statement is immediately offset by the difference in your bond rate or in your increased
bonding capacity,” Etemadi says.
Grow the Company

Contractors should take steps to increase
their line of surety credit over time. “The
best thing about growing through increased
bond capacity is that the growth is overseen by multiple parties,” Etemadi explains.
“When a surety company approves a contractor, the underwriter frequently makes
recommendations for continued growth,
like securing a line of credit with a bank or
securing a CPA-prepared financial statement. The contractor builds a ‘circle of
trust’ with several outside professionals who
all want to see the contractor succeed.
“As they take these steps, they continue
to have that oversight to ensure they are
growing the right way,” Etemadi says. “For
example, the CPA’s financial statement for
the firm contains job schedules showing
the projects that are in progress and those
that have been completed. Based on this
information, the surety could approve
November 2010 Construction Executive
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a larger project because the paperwork
demonstrated the contractor’s success.
Consequently, the banker may increase
the contractor’s line of credit.”
Communicate Regularly

Carl Dohn, president of Dohn & Associates, Palatine, Ill., emphasizes that contractors must maintain open, honest communication with the team. “Do not misrepresent
anything. Do not overstate anything,” he
says. “The only way an experienced producer can accurately represent a contractor’s
ability to a surety underwriter is if it really

]

knows what is going on at the contractor’s
operation.”
“It’s important,” Padilla adds, “for a
contractor to communicate bad or potentially bad news quickly and accurately. In
turn, producers and sureties need to share
good and bad news with contractors to be
true advisors. With today’s technology, it’s
tempting to use only email and assume
we’re all on the same page, but nothing
surpasses personal communication. If contractors want their producers and sureties to
stay with them through tough times, they
need to communicate their plans for the

future and what adjustments have been or
will be made to ensure the continued survival of the firm.”
McMahon notes that another key to
good relationships is an open dialog and a
commitment to meet with the surety regularly to build that relationship.
Become a Success Story

The SBA’s Bond Guarantee Program helps
contractors secure bonding that may not
meet the requirements of the standard market. For example, Construction Bonds, Inc.
helped a mechanical contractor that had

It’s important for a
contractor to communicate
bad or potentially bad news
quickly and accurately.
worked as a subcontractor for three years
secure a bond through the SBA in order to
pursue prime contracting opportunities.
“Within one month of working with
him, the client won his first contract, and
the agency bonded it through the SBA for
approximately $500,000,” Etemadi says.
After helping the client bond two projects through the SBA, Construction Bonds
Inc. graduated the firm into the standard
market by helping the firm obtain a CPAprepared financial statement that was vital
in securing a line of credit with a bank.
Ultimately, Padilla adds, “small firms are
not that different from larger ones. The key
is that all parties listen and cooperate.”
Kathy Hoffman is communications director
and Vanessa Stevens is grassroots/communications coordinator for the National
Association of Surety Bond Producers.
For more information, visit www.nasbp.org.
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By lenore MareMa and larry lEcla ir

he surety community, represented by The Surety & Fidelity Association of America (SFAA)
and the National Association of Surety Bond Producers (NASBP), is pursuing legislative and
regulatory changes that will benefit the contractor community and potentially undo the damage
of recent, ill-advised decision-making in Washington, D.C.
Earlier this year, the Federal Acquisition
Regulatory (FAR) Council increased the
performance bond threshold in the federal
Miller Act from $100,000 to $150,000.
This change implements a 2006 law under
which all thresholds in the federal procurement law must be increased periodically
to reflect changes in the Consumer Price
Index. This dramatic increase, mandated
under Title 41 (Public Contracts), will
expose contractors, subcontractors and
suppliers to greater risk of nonpayment. It
also allows contractors that may not qualify
for bonding to bid on and obtain federal
procurement projects—leaving taxpayers,
subcontractors and suppliers unprotected.
The surety industry submitted comments to the General Services Administration opposing the FAR proposal. The
industry also has been working with Congress to exclude the Miller Act from this
automatic threshold increase, similar to
how Congress exempted the Davis-Bacon
Act to protect the payment of wages to
laborers on federal projects. New legislation will be required to prevent this type
of increase in the future.
The U.S. Small Business Administration’s (SBA) Surety Bond Guarantee Program is designed to benefit contractors
that otherwise would be unable to obtain
surety credit in the standard market. A few
enhancements were made to the program
in the economic stimulus package to
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FEDERAL ACTIVITY AFFECTING
CONTRACTORS

REVIEW
increase the contract size guaranteed by
the SBA from $2 million to $5 million,
and to give the SBA more flexibility in
settling claims under its bond guarantees.
While these recent changes were set to
expire Sept. 30, efforts are under way to
make these reforms permanent through a
small business bill the Senate is expected to
consider soon. The surety community has
alerted its members to provide grassroots in
support of this effort.
The surety industry has a more comprehensive package of legislative amendments
to the SBA Bond Guarantee Program that
would make it work better for contractors, sureties and agents alike. Again, the
economy has been a factor in getting these
amendments into a bill in Congress.
Small and emerging contractors also
should be aware of pending legislation (H.R. 3771) that would give them
a greater opportunity to compete in the
construction industry. The bill would
amend the SBA Act to create grants up to
$15,000 for women-, minority- and veteran-owned construction firms to obtain
funds to hire professional legal, accounting
and other services. It also would establish a
freestanding educational program to provide grant funds to colleges, universities,
vocational/technical schools, community
colleges and business leagues or not-forprofit entities to develop and administer a
small business construction executive business and risk management curriculum in
conjunction with local professionals, such
as accountants, attorneys, risk management experts, financial experts/bankers,
surety bond producers, and local professional and trade associations.
The surety industry continues to advocate for additional support for H.R. 3771,
as it will benefit small business owners who
may lack the formal training, knowledge
and resources needed to run a successful
construction company. Programs such as

ECONOMY AND FISCAL
ISSUES TOP 2010 AGENDA
this, which require new expenditures, are
being met with opposition in Congress
due to fiscal concerns.
STATE ACTIVITY AFFECTING
CONTRACTORS

For the second year in a row, state legislatures were focused on addressing budget
deficits. States struggled to make ends meet
with revenues still below pre-recession levels and costs increasing for state functions
and services. Much of the surety legislation
that affects contractors was related to state
budget woes.
Bond threshold increases and bond
waivers were key issues for contractors and
their sureties in 2010. Two highly visible
bills were a bond threshold increase in
North Carolina and a bond waiver issue
with the Mass Transit Authority (MTA)
in New York.
The North Carolina bill started out as
legislation to increase the bond threshold
from $300,000 to $500,000 for construction at the University of North Carolina.
The bill was amended to apply to public
projects of state departments and agencies
as well. The final bill requires projects that
are let without a performance bond or payment bond to be monitored to determine
the number of defaults on those projects,
the cost to complete the defaulted projects
and each project’s contract price.
Raising the bond threshold to $300,000
several years ago did not have the intended
result of increasing small business participation, and neither will the increase to
$500,000. When the issue arises again, the
surety industry expects to have quantitative data to demonstrate that the threshold

increase unduly exposes contractors to
the risk of nonpayment and taxpayers to
greater costs to complete public construction projects.
Similar legislation to increase the bond
threshold for New York universities was
removed from the state budget bill and did
not pass as a standalone bill either.
As originally drafted, the MTA legislation in New York would have allowed
the transit agency to waive a number of
requirements for public contracts including
the bid, payment and performance bond
requirements of the state’s Little Miller Act
for small contractors that participate in its
mentoring program. The bond waivers
were removed from the bill before it passed,
so the MTA will provide “bonding assistance” to small and emerging contractors.
The devil will be in the details for whatever
“assistance” program the MTA develops.
Highly successful models already are in
place in the state: The New York Bonding Initiative is responsible for more than
$67 million in new bonding or increased
bonding capacity for small and emerging
contractors, and the New York Dormitory
Authority has a new bonding education
program for small contractors. The New
York Bonding Initiative was implemented
through SFAA’s Model Contractor Development Program (MCDP), and the Dormitory Authority program contains key
elements and concepts from the MCDP.
Legislation to increase the state bond
thresholds in Hawaii, New York, Oklahoma and Tennessee failed to pass. A latesession bill introduced in New York would
have increased the bond threshold from
$100,000 to $150,000 for contracts subject
November 2010 Construction ExEcutivE
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to the Wicks Act, and from $100,000 to
$300,000 for contracts not subject to the
Wicks Act. The New York and Tennessee
bills would have required periodic increases
in the bond thresholds for inflation. The
bond threshold already is set to increase in
Wisconsin due to a law requiring bonds to
be subject to indexing every two years in
relation to changes in construction costs.
If the federal bond threshold law is not
amended, expect more state legislation to
increase state bond thresholds periodically
with the Consumer Price Index. A carryover bill in South Carolina to increase the
bond threshold failed last year and did not
move this year. A bill in Oklahoma that
would have permitted waivers of bid bonds
also did not pass.
Regarding construction projects,
Mississippi allows rental and lease equipment dealers to make claims under the
payment bond. Similar legislation failed
to pass in Louisiana, but can be expected
to gain approval in other states in the near
future.
Florida, Kansas and Oklahoma limited
retainage in public contracts to not more
than 5 percent; a similar measure failed to
pass in Kentucky. In Arizona and Kansas,

]

bills failed to pass that contained provisions
under which no retainage would be withheld if payment and performance bonds
were in place. The Arizona bill would have
limited retainage to 3 percent.
Retainage in private contracts surfaced
as an issue, as states that currently regulate such contracts sought to reduce the
amounts required to be withheld. Such
legislation could spill over into retainage
on public contracts. Connecticut lowered
retainage in commercial contracts from 7.5
percent to 5 percent. Legislation failed in
Colorado that would have mandated the
release of retainage on public and private
contracts based on early substantial completion or occupancy.
Legislation permitting public-private
partnerships (PPPs) peaked last year, but
interest continued into 2010 as state budget problems persisted. As in the past, such
legislation raised issues of less than 100
percent bonding and use of other forms
of security. A new Maine law requires the
construction portion of any PPP to be
bonded. A PPP bill passed in Illinois for
the construction of one specific highway.
However, PPP legislation failed to pass
in Florida, Hawaii, South Carolina and

Does Your
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Tennessee, and a PPP bill still is pending
in Michigan that would allow a letter of
credit in lieu of bonding.
More PPP legislation is expected in
2011 as states struggle to find funding to
undertake needed infrastructure projects.
(See related article, p. 20.)
States ran out of money for state bond
guarantee and technical assistance programs
this year. A technical assistance bill was
vetoed in Hawaii, and bills to create a state
bond guarantee program in South Carolina and Tennessee failed to pass. A state
bond guarantee fund bill is pending, but not
likely to be enacted, in Pennsylvania due to
a $5 million appropriation it contains.
There is renewed interest in immigration legislation with the passage of the Arizona bill; however, bills failed in Indiana,
Virginia and Wisconsin that would have
required contractors to verify the information of newly hired employees through the
federal E-Verify system.
No comprehensive immigration solution is in sight from Congress. Contractors
and their sureties will have to monitor any
legislation for Draconian penalties. Terminating a financially sound and wellperforming contractor does not benefit
the state or its taxpayers. More reasonable
penalties can achieve the purpose of this
legislation.
Finally, a significant number of bills
addressed bid preferences for either local
contractors or small and emerging contractors. In some cases, these bills were
intended to get federal stimulus money
to local contractors and to otherwise benefit the local job market. Kentucky gave
resident contractors a preference this year,
and Michigan did the same for servicedisabled veteran-owned contractors. Legislation failed in Hawaii, Idaho, Illinois,
Indiana and Rhode Island for resident
contractors, and similar legislation for
service-disabled veterans failed in Indiana.
Bills are still pending in California, New
Jersey and Pennsylvania.
Lenore Marema is vice president of government affairs for The Surety & Fidelity
Association of America. For more information, call (202) 778-3637 or email lmarema@
surety.org. Larry LeClair is director of government relations for the National Association of Surety Bond Producers. For more
information, call (202) 686-3700 or email
lleclair@nasbp.org.
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Diversity
Partnership
Moves Ahead
By SaM carradine

Surety induStry and u.S. dot
increaSe acceSS to Bonding For
tranSportation proJectS

i

n March, The Surety & Fidelity Association of America
(SFAA) and the U.S. Department of Transportation (DOT)
Office of Small and Disadvantaged Business Utilization
entered into a memorandum of agreement to assist the DOT
in designing, developing and implementing a Bonding Education Program (BEP) for small and emerging contractors specializing in the maintenance, rehabilitation, improvement or
revitalization of the nation’s various modes of transportation.
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Based on the SFAA’s Model Contractor
Development Program (MCDP), the BEP
provides bonding education, technical
assistance and placement to small and disadvantaged businesses that are competing
for, or have been awarded, transportationrelated contracts.
The BEP has two major components.
The educational workshops offer an introduction to intake and logistics, construction
accounting, estimating and project management. Each workshop is designed to provide
information that will improve contractors’
operations and make it easier to be bonded
or increase bonding capacity. A closing workshop focuses on networking and next steps.
The bond readiness component consists of
one-on-one interactions with surety bond producers, underwriters and other professionals
who work with the contractors on a case-bycase basis to assemble the materials necessary
for a complete bond application, conduct bond
readiness assessments, and develop tailored
prescriptive measures to address any omissions
or deficiencies that might deter the successful
underwriting of a bond.
The SFAA has received commitments of
participation from several of its member surety
companies, which are instructing their regional
offices and appointed brokers/agents to aggressively identify, support and ultimately underwrite participants in the BEP. In addition,
these underwriters and brokers/agents are voluntarily participating in the educational workshops and bond readiness activities. In addition
to contacting individual member companies,
the SFAA is coordinating volunteer outreach
activities with the National Association of
Surety Bond Producers and is working with
local surety associations in three pilot locales.
To participate in the BEP, a contractor must be a small, disadvantaged, and/or
women-owned business within the definition
established by the federal or state DOT (and
certified as such by the state); must have been
in business for a minimum of two years; and
must be interested in securing initial bonding
or a bonding limit increase. In addition, the
business owner must demonstrate commitment
to follow through with the entire initiative,
including attending the education and training
workshops and assembling the documentation
needed for a bond readiness assessment.
The BEP is offering the educational workshops and bond readiness activities in a pilot
effort utilizing the DOT network of Small
Business Transportation Resource Centers
(SBTRCs). The DOT enters into cooperative
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At INSURICA, our rock-solid reputation in construction insurance is recognized throughout
the many industries we cover — from construction firms and contractors to equipment dealers,
material handlers, developers, CPAs and legal fi rms. We’re also expert surety partners, going
beyond simple bond brokerage to capitalize on every growth opportunity. By proactively
managing your insurance needs, we dig deeper, uncovering better ways to protect.
Now that is truly Specializing In You.
To find a partner near you, visit INSURICA.com today.
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agreements with community-based organizations, transportation-related trade associations, colleges and universities, and chambers of commerce to establish SBTRCs
on a regional basis. The SBTRC offers a
comprehensive delivery system of business
training, technical assistance and dissemination of information targeting transportation-related small business enterprises
in each region.
Three pilot initiatives were launched
this year in Chicago, Dallas and Atlanta.
Currently, more than 50 contractors at
these locations are engaged in educational

]

workshops and one-on-one counseling
sessions with volunteer surety industry
professionals.
The pilot locations were selected, in
part, because of upcoming contracting
opportunities. For example, in Chicago, the
SFAA is partnering with the Great Lakes
Small Business Transportation Resource
Center, which is run by the HispanicAmerican Construction Industry Association. Chicago is in the early stages of a
$3 billion Chicago Region Environmental
and Transportation Efficiency Program,
for which a significant portion of work

LET E. F. ALVAREZ & COMPANY HELP YOU

GROW YOUR CONSTRUCTION BUSINESS

T

ap into the full potential
of your business with
E. F. Alvarez & Company, P.A.
We regularly work with clients
and their bonding companies
to maximize bonding capacity,
allowing our contractor clients
to capture larger jobs.

KNOWLEDGE. TRUST. COMMITMENT.

In this economy, you need every advantage you
can get. Working with a CPA firm experienced in
construction is an advantage.
Our staff of experienced financial professionals has
the deep industry knowledge you need to help you
grow your business and protect your profits.

782 N.W. 42 Avenue, Suite 545 | Miami, Florida 33126
Toll Free (800) 272-5332
www.efacpa.com
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Construction Accounting And
Taxes Are All We Do

will go to small and emerging contractors
that can demonstrate the requisite levels of
experience, financing and bonding.
The Dallas/Ft. Worth area expects to
undertake several billion dollars of light
rail, intermodal and highway work during the next five years. SFAA’s partner in
Dallas is the Gulf Region SBTRC, run by
the Greater Dallas Hispanic Chamber of
Commerce. In addition, the Texas Business Opportunity Development Program at
Cedar Valley College is providing 30 continuing education credits to contractors that
complete the program’s educational workshops. At the conclusion of the first round
of workshops, 21 certificates of completion
were awarded and several of the contractors
are awaiting approval of bonding applications made under the program.
In Atlanta, the city began the $2.8 billion Belt Line project, a 22-mile rapid
transit loop that will connect the downtown area with all of its surrounding suburbs. SFAA’s SBTRC partner in Atlanta
is the Mid-South Atlantic Small Business
Resource Center, run by the Greater Atlanta
Economic Alliance.
During the past several years, the
SFAA has played an active role in diversity
nationwide by educating small, minority
and women-owned contractors on how
to obtain surety bonding or increase their
bonding capacity, and by providing technical assistance and program resources to
state and local governments in the areas of
contractor development and bonding support. The SFAA MCDP has been implemented in several state and local jurisdictions throughout the country, where it
has been highly successful in qualifying
contractors to participate in the public
construction bidding process.
In addition to the DOT BEP effort in
the pilot cities, major SFAA-sponsored
bonding assistance initiatives are under way
in New York, Mississippi, Texas, Rhode
Island, New Jersey, Ohio, Maryland and
the District of Columbia. To date, several
hundred contractors have participated in
these programs, and more than $120 million in bonding can be attributed directly
to these MCDP initiatives.
Sam Carradine is the development &
diversity consultant for The Surety &
Fidelity Association of America. For more
information, call (202) 778-3638 or email
scarradine@surety.org.

Contract Bond Experts
Veteran Underwriting Staff
Twenty Ofﬁces Nationwide
Get Prequaliﬁed Today!

Financial Products that Help Build America

800-782-1546
InscoDico.com
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National Footprint,
Local Insight
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THIS SPECIAL SURETY SECTION IS DEVELOPED
FOR CONSTRUCTION EXECUTIVE BY THE
SURETY INFORMATION OFFICE (SIO), A

Sedgwick’s Construction Law Group spans the
nation with acclaimed attorneys who have the
local expertise necessary to achieve outstanding
results in all types of construction matters.
WWW.SDMA.COM

JOINT INITIATIVE OF THE SURETY & FIDELITY
ASSOCIATION OF AMERICA (SFAA) AND
NATIONAL ASSOCIATION OF SURETY BOND
PRODUCERS (NASBP).

Surety Information Office (SIO)
www.sio.org

CONSTRUCTION SURETY
A Name in Surety for More Than 30 Years
Providing Contractors and Developers
Responsive and Responsible Surety Support
With In-House Authority and Underwriting

The Surety & Fidelity Association of
America (SFAA)
1101 Connecticut Ave. NW, Suite 800
Washington, D.C. 20036
(202) 463-0600
(202) 463-0606 Fax
www.surety.org
information@surety.org

SOUTH COAST SURETY
surety@southcoastsurety.com

1-800-361-1720
(949) 361-1692 Fax (949) 361-9926

Member

DOI Lic# 0B57612

www.southcoastsurety.com

South Coast Surety CAN Make a Difference
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National Association of Surety Bond
Producers (NASBP)
1140 19th Street NW, Suite 800
Washington, D.C. 20036
(202) 686-3700
(202) 686-3656 Fax
www.nasbp.org
info@nasbp.org

]

Surety Bond Solutions
We Find a Way!

1710 N Douglas Dr. Suite 110
Golden Valley, MN 55422
Phone (763) 543-6993
Fax (763) 512-0430
Toll Free: 1-866-317-3294
www.ccisurety.com
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With a well-known reputation for
delivering the “best service anywhere,” ACSTAR provides bonding
nationwide for contract and commercial surety needs in the standard and specialty marketplace.
ACSTAR Insurance Company
233 Main St.
New Britain, CT 06050-2350
www.acstarins.com
Henry W. Nozko Jr.
p: (860) 224-2000
f: (860) 229-1111
e: nozkojr@acstarins.com

We are an exclusive MGA for U.S.
Treasury-listed sureties, having full
underwriting and binding authority. We specialize in the “tough”
bonds—give us a try.
Allstar
1301 Hightower Tr., Ste. 210
Atlanta, GA 30350
www.allstarfg.com
Don Gibbs
p: (678) 832-2156
f: (800) 606-8509

Arch Insurance Group brings a high
level of understanding, claims and
loss control expertise to both construction and surety marketplaces.
Arch Insurance Group
30 E. 7th St., 22nd Fl.
St. Paul, MN 55101
www.archinsurance.com
Construction
John Mentz
p: (651) 855-7100
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Surety
3 Parkway, Ste. 1500
Philadelphia, PA 19102
David Finkelstein
p: (215) 606-1601

Berkley Surety Group, LLC offers a
full array of contract and commercial surety products backed by an
A.M Best rating of A+.
Berkley Surety Group, LLC
412 Mt. Kemble Ave, Ste. 310N
Morristown, NJ 07960
www.berkleysurety.com
Robert Kelly
p: (973) 775-5051
f: (973) 775-5204
e: rkelly@berkleysurety.com

CCI Surety, Inc. is a specialty
bonding MGU. Representing several hard-to-place sureties. We can
offer unique methods of suretyship
through CCI Surety using funds
control, SBA and collateral.
CCI Surety, Inc.
1710 N. Douglas Dr., Ste. 110
Golden Valley, MN 55422
www.ccisurety.com
p: (866) 317-3294
f: (763) 512-0430
e: info@ccisurety.com

Chubb Surety leads the industry
with quality customers, the best
people, superior service and
outstanding financial results.
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Chubb Group of
Insurance Companies
15 Mountain View Rd.
Warren, NJ 07059
http://www.chubb.com/surety/
chubb1315.html
Rick Ciullo
p: (908) 903-5555
f: (908) 903-3450
e: rciullo@chubb.com

CNA Surety Corporation is the
largest publicly traded surety
company in the country. We
provide a full range of contract
and commercial bonds in all
states, Canada and Puerto Rico.
CNA Surety
333 S. Wabash Ave.
Chicago, IL 60604
www.cnasurety.com
Bill Waters
p: (312) 822-2334
f: (312) 755-7276
e: info@cnasurety.com

The Insco Dico Group provides
a full range of surety products,
including subdivision, contract
and commercial bonds. With
19 offices nationwide, Insco
is dedicated to serving your
bonding needs.
The Insco Dico Group
17780 Fitch, Ste. 200
Irvine, CA 92614
www.inscodico.com
David Rhodes
p: (800) 782-1546
e: drhodes@inscodico.com

At Liberty Mutual Surety, we work
closely with independent agents
and brokers to responsively
provide consistent small to large
market bonding capacity for construction firms, manufacturers and
suppliers, as well as commercial
surety bonds for corporations and
individuals on both an account and
transactional basis.
Liberty Mutual Surety
Interchange Corporate Ctr.
450 Plymouth Road, Ste. 400
Plymouth Meeting, PA 19462
www.libertymutualsurety.com
Roland Richter
p: (877) 751-2620
f: (866) 547-4880
Safeco Plaza
1001 4th Ave., Ste.1700
Seattle, WA 08154
p: (206) 473-3799
f: (425) 376-6533
e: surety@libertymutual.com

NACS brings additional protection
to national sureties by managing the receivables and payables
throughout the course of the
bonded construction project. We
assist all construction firms including small, emerging and minority
companies seeking the performance bonds necessary to secure
construction contracts.
North American Construction
Services, Inc.
1710 N. Douglas Dr., Ste. 109
Golden Valley, MN 55422
www.nacsescrow.com
p: (800) 936-6227
f: (763) 512-0430

CALIFORNIA
Merchants Bonding Company is
among the top 20 surety writers
in the United States, and has
achieved an “A” (excellent) rating
with A.M. Best for 52 consecutive years. Merchants serves all
50 states and has offices in Des
Moines, IA., Austin, TX., Dallas, TX.
and Seattle, WA.
Merchants Bonding Company
2100 Fleur Dr.
Des Moines, IA 50321
www.merchantsbonding.com
Michael Foster
p: (800) 678-8171
f: (515) 243-3854
e: mfoster@merchantsbonding.com

Wells Fargo Insurance Services
provides a unified resource to help
our customers meet the more
stringent requirements of the
surety industry to ultimately prequalify for the work our customers
are seeking.
Wells Fargo Insurance Services
950 Breckenridge Ln., Ste. 50
Lousiville, KY 40207
https://wellsfargo.com/wfis
Todd Loehnert
p: (502) 326-4008
f: (502) 429-5465
e: todd.loehnert@wellsfargo.com

Penn National Insurance is a regional
carrier offering all types of surety
bonds, with contract bonds up to $5
million single/$10 million aggregate.
Penn National Insurance
2 N. 2nd St.
P.O. Box 2361
www.pennnationalinsurance.com
Harrisburg, PA 17105
Michael F. Greer
p: (717) 255-6360
f: (717) 255-6870
e: mgreer@pnat.com

Zurich Surety helps U.S. and internationally based customers succeed by offering meaningful surety
capacity and consistently delivering
value added underwriting and risk
management insights through a
relationship based approach.
Zurich
600 Red Brook Blvd.
Owings Mills, MD, 21117
www.zurichna.com/surety
Jerry Haley
p: (410) 559-8723
f: (866) 947-1075
e: gerald.haley@zurichna.com

For more than 100 years,
Travelers has enjoyed a rich
heritage as a leader in the surety
industry. Travelers provides a variety of surety products and services
to general and heavy contractors,
construction managers and subcontractors of all sizes.
Travelers Bond &
Financial Products
1 Tower Square
Hartford, CT 06183
www.travelersbond.com
Dennis Lane
p: (860) 277-5168
f: (860) 277-3931
e: jlane2@travelers.com

NATIONAL BROKERS

Building wealth and creating opportunity in partnership with our clients.
Aon Construction Services Group
www.aon.com
p: (888) 678-7310
Mike Cusack
e: mike.cusack@aon.com
Bill Marino
e: bill.marino@aon.com

RFF & Associates, one of the largest
and most influential independent
surety & construction insurance
brokerages in the U.S., offers
innovative, value-added solutions
for your construction business.
RFF & Associates, Inc.
1001 Franklin Ave., Ste. 208
Garden City, NY 11530
www.rffassociates.com
p: (516) 414-8900
f: (516) 414-8987

Rutherfoord, one of the largest
risk management and insurance
brokerage firms in the U.S., provides
exceptional expertise and service
to a broad portfolio of clients in
commercial property and casualty,
risk management, surety, employee
benefits, and personal insurance.
Rutherfoord
www.rutherfoord.com
Brad W. Gibson
p: (704) 367-3482

REGIONAL FIRMS
ARIZONA

Surety Placement Services, LLC
is a direct market for any and all
contract surety bonds; large
national contractors to local
disadvantaged contractors.
Surety Placement Services, LLC
7975 N. Hayden Rd., Ste. C300
Scottsdale, AZ 85258
www.suretyplace.com
p: (480) 419-2456
f: (480) 419-8532

Since 1925, we have provided
surety bonds and insurance for
contractors and developers. Our
strength is developing a responsive
surety program and being your
determined advocate.
Alliant Insurance Services, Inc.
701 B St., 6th Fl.
San Diego, CA 92101
www.alliantinsurance.com
Lawrence F. McMahon
p: (619) 849-3832
f: (619) 699-2110
e: lmcmahon@alliantinsurance.com

At Gallagher Construction Services, it’s no accident that construction is our middle name. Building
surety programs for contractors is
our specialty. We do more than
help protect your business, we
help build it!
Gallagher Construction Services
1 Market, Spear Tower, Ste. 200
San Francisco, CA 94105
www.ajg.com
Susan Hecker
e: susan_hecker@ajg.com
Brian Cooper
p: (415) 391-1500
f: (415) 391-1882
e: brian_cooper@ajg.com

M.B. McGowan & Associates is an
independent insurance agency that
specializes in surety credit acquisition. Founded in 1999, we represent some of the largest insurance
companies in the world. We bring
an expertise to our clients that few
of our competitors can provide.
M.B. McGowan & Associates
Insurance Agency, Inc.
7250 Redwood Blvd., Ste. 110
Novato, CA 94945
www.mbmcgowan.com
Michael McGowan
p: (415) 892-1080
f: (415) 892-1039
e: mmcgowan@mbmcgowan.com
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CONNECTICUT
For more than two decades,
South Coast Surety has provided
surety support to contractors. As
a national surety agency we can
provide that much-needed extra in
experience and response.
South Coast Surety
1031 Calle Recodo, Ste. D
San Clemente, CA 92673
http://southcoastsurety.com/
Steven Swartz
p: (949) 361-1692
(800) 361-1720
f: (949) 361-9926
e: surety@southcoastsurety.com

Groundbreaking insurance and
bonding programs specialized for
your business with more than 60
years of experience in all types of
construction surety. Please visit our
blog at bddinsurance.com/blog.
Bruen Deldin DiDio Associates
1062 Barnes Rd., Ste. 303
Wallingford, CT 06492
www.bddinsurance.com
Jeffery P. Deldin
p: (800) 660-6934
f: (203) 269-8155
e: jdeldin@bddinsurance.com

DELAWARE
Established in 1961, Como &
Nicholson starts by listening to you
and then we put our 50 years of
experience to work on your behalf.
We specialize in contractor bid,
performance, payment and permit
bonds. We service New England
and New York.
Como & Nicholson
501 Main St.
Monroe, CT 06468
Christopher J. Como
p: (203) 445-8388
f: (203) 445-8334
e: chris@como-nicholson.com

A leading insurance, risk management and employee benefits brokerage and consulting firm. Offers
customized programs designed to
align with organizational goals and
drive bottom-line growth.
Conner Strong Companies, Inc.
40 Lake Center Executive Park
401 Rte. 73 N.
P.O. Box 989
Marlton, NJ 08053
www.connerstrong.com
Steve Raffuel
p: (877) 861-3220
f: (856) 685-2213
e: sraffuel@connerstrong.com

Every business has an element of risk.

Our job is helping you manage it.
At HUB International Northwest, LLC, you’ll find some of the
most experienced construction insurance and surety experts
in the Pacific Northwest. With 25 years of industry
experience on your side, you can be confident that our
surety products and services are designed to meet the
needs of just one business: Yours.
HUB International Northwest, LLC
th
12100 NE 195 Street, Ste. 200
Bothell, WA 98011
425.489.4500
www.hubinternational.com
now.info@hubinternational.com

THE REASON WE’RE ONE OF THE LARGEST
SURETY BONDS AGENTS IN THE COUNTRY IS...
BECAUSE WE ONLY kNOW ONE WAY TO GO.
when it comes to providing surety bonds to the construction industry,
nielson & company stands alone. that’s why more companies look up to us.
call 800.557.2663 or visit nielsonbonds.com.

Nielson & Company, Inc.
comprehensive solutions from the ground up.
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FLORIDA

GUAM

Full-service insurance agency,
specializing in construction
insurance, surety bonding and
employee benefits.
Dawson Companies
1615 S.E. 47th Terr.
Cape Coral, FL 33904
www.dawsoncompanies.com
Matt Bevins
p: (239) 542-1533
f: (239) 542-5527
e: mbevins@dawsoncompanies.com

From negotiating your line of credit
to providing you with day-to-day
servicing of your account, no one
does it better.
Nielson & Company, Inc.
8000 Governors Square Blvd.
Ste. 101
Miami Lakes, FL 33016
www.nielsonbonds.com
David Hoover
p: (305) 722-2663
f: (305) 558-9650
e: dhoover@nielsonbonds.com

MARYLAND

For over 40 years, Cassidy’s
Associated Insurers has offered
property and casualty, marine and
professional liability insurance, as
well as U.S. Treasury-listed bonds
throughout Guam and Micronesia.
Cassidy’s Associated Insurers
376 W. O’Brien Dr.
Hagatna, GU 96910
www.cassidysguam.com
Mike Cassidy
p: (671) 472-8834
f: (671) 477-3127
e: mcassidy@cassidysguam.com

Centennial Surety is one of the
largest bond specialists in the
region. Through our extensive
bonding network, we can service
contractors of any size.
Centennial Surety Associates, Inc.
1514 Jabez Run, Ste. 100
Millersville, MD 21108
www.centennialsurety.com
Michael E. Schendel
p: (410) 888-9110 X205
(301) 725-1855
f: (301) 725-2430
e: mike@centennialsurety.com

Building a stronger Business

Canada’s Leading “SPECIALTY”
Insurance Company

At Marcum, we understand the unique and complex
challenges facing the construction industry today -issues like changing regulations, varying state laws
and surety bonding requirements. Let us put our years
of construction industry experience to work
to help you build a stronger business.

Contract Surety
Our experience in Contract Surety
Bonding continues to build solid and
long-term relationships between
brokers and contractors.
OTHER PRODUCTS:
• Contract Surety • Directors’ and Officers’ Liability
• Fidelity Bonds • Credit Insurance
• Commercial/Miscellaneous Surety
• Guarantee GOLD® (Executive Home and Automobile Insurance)

Discover the Marcum Diﬀerence

www.marcumllp.com
AuDit • tAx • Consulting • litigAtion support
international Member of leading Edge Alliance

“We have time for you!”
SINCE

1872

gcna.com
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MICHIGAN
Established in 1939, McFarlin
Insurance specializes in bond and
insurance programs for those in
the construction industry.
McFarlin Insurance Agency, LLP
6315 Hillside Ct., Ste. D
Columbia, MD 21046
www.mcfarlininsurance.com
Dwight E. Crone
p: (410) 312-7800
f: (410) 312-7808
e: dwight@mcfarlininsurance.com

The Guarantee Company is a
specialty insurance company
serving the needs of North Americans since 1872. In the USA we
underwrite contract and commercial surety through our broad
network of regional underwriting
offices. For more information go
to www.gcna.com
The Guarantee Company
of North America
25800 Northwestern Hwy.
Ste. 720
Southfield, MI 48075
Stephen Ruschak
p: (248) 281-0281
f: (248) 750-0431
e: sruschak@gcna.com

MINNESOTA

Since 1919, CSD&Z has focused
on providing customized insurance,
surety and risk management solutions
to its construction and design clients.
Cobb Strecker Dunphy
& Zimmermann, Inc.
150 S. 5th St., Ste. 2800
Minneapolis, MN 55402
www.csdz.com
John Tauer
p: (612) 349-2400
f: (612) 349-2491
e: jtauer@csdz.com

NEW JERSEY

A leading insurance, risk management and employee benefits brokerage and consulting firm. Offers
customized programs designed to
align with organizational goals and
drive bottom-line growth.
Conner Strong Companies, Inc.
40 Lake Center Executive Park
401 Rte. 73 N.
P.O. Box 989
Marlton, NJ 08053
www.connerstrong.com
Steve Raffuel
p: (877) 861-3220
f: (856) 685-2213
e: sraffuel@connerstrong.com

Wells Fargo Insurance Services

Surety programs to protect
your business
Whether you are in the construction, commercial, judicial, or
fiduciary industries, the experienced Wells Fargo Insurance
Services Surety Practice professionals can provide surety
solutions for all areas of your business. Our team takes the time
to understand your customers’ surety requirements in order to
provide the level of service you and your customers deserve.
Team up with us today.
Wells Fargo Insurance Services USA, Inc.
Todd Loehnert, Senior Vice President
Contract Surety Practice Leader
502-326-4008 | todd.loehnert@wellsfargo.com
Kathleen Mitchell, Vice President
Commercial Surety Practice Leader
206-892-9209 | kathleen.mitchell@wellsfargo.com

©2010 Wells Fargo Insurance Services.
All rights reserved.
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NEW YORK

Groundbreaking insurance and
bonding programs specialized for
your business with more than 60
years of experience in all types of
construction surety. Please visit our
blog at bddinsurance.com/blog.
Bruen Deldin DiDio Associates
621 Clocktower Commons, Rt. 22
Brewster, NY 10509
www.bddinsurance.com
Jeffery P. Deldin
p: (800) 660-6934
f: (845) 279-8482
e: jdeldin@bddinsurance.com

OHIO

Full-service insurance agency,
specializing in construction
insurance, surety bonding and
employee benefits.
Dawson Companies
1340 Depot St.
Cleveland, OH 44116
www.dawsoncompanies.com
Kyp Ross
p: (800) 860-0090
f: (440) 356-3732
e: kross@dawsoncompanies.com

Specializing in the construction
industry for more than 25 years
by providing insurance and surety
bonds in 30+ states. We can
design a program to specifically
meet your needs.
Haughn & Associates, Inc.
6050 Tain Dr.
Dublin, OH 43017
www.haughn.com
p: (614) 789-6800
f: (614) 789-6822
Michael W. Haughn
e: mhaughn@haughn.com
Brian Haughn
e: bhaughn@haughn.com
Tom Gillies
e: tgillies@haughn.com

A full-service agency specializing
in contractors insurance, surety
bonding, general insurance and
employee benefits.
The Hoffman Group
2 Berea Commons, Ste. 10
Berea, OH 44017
www.thehoffmangrp.com
Laura Straub
p: (440) 826-0700
f: (440) 826-4917
e: lstraub@thehoffmangrp.com

“WE FIND REASONS TO
WRITE YOUR BUSINESS,
INSTEAD OF REASONS
NOT TO.”
At Surety Placement Services, we continually strive to set
ourselves apart from the ordinary surety-only account management
group. Whether you are a small maintenance company, supplier,
manufacturer or a large general contractor, we can solve your
immediate and long-term surety requirements. We make sure your
surety portfolio is being managed with the highest of quality while
providing you with the level of service you deserve.

To get started on your own custom surety program,
contact our regional contract specialist today at
(480) 419-2456.

7975 N. Hayden Rd, Ste C-300
Scottsdale, AZ 85258
www.suretyplace.com | 866.430.3322

Providing All of Your Surety Bonding Needs.
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PENNSYLVANIA

We specialize in serving contractors. Our staff has the expertise
needed to add value to your insurance and bonding program and
get the job done.
Huntington Insurance
105 E. Fourth St., Ste. 200
Cincinnati, OH 45202
www.huntingtoninsure.com
Herb Reeder
p: (513) 762-5195
c: (513) 502-7874
e: herbert.reeder@huntington.com
Harry Bound
p: (614) 899-8535
c: (614) 395-7124
e: harry.bound@huntington.com
Pat Corcoran
p: (330) 430-1318
c: (330) 361-1313
e: pat.corcoran@huntington.com

OKLAHOMA

With over 50 years of experience,
INSURICA Insurance Management
Network has an in-depth understanding of general, engineering and
specialty trade contractors insurance
needs. Visit www.insurica.com.
INSURICA Insurance
Management Network
5100 N. Classen Blvd., Ste. 300
Oklahoma City, OK 73118
www.insurica.com
Kevin Wellfare
p: (405) 523-2100
f: (405) 556-2332
e: kwellfare@insurica.com

A leading insurance, risk management and employee benefits brokerage and consulting firm. Offers
customized programs designed to
align with organizational goals and
drive bottom-line growth.
Conner Strong Companies, Inc.
40 Lake Center Executive Park
401 Rte. 73 N.
P.O. Box 989
Marlton, NJ 08053
www.connerstrong.com
Steve Raffuel
p: (877) 861-3220
f: (856) 685-2213
e: sraffuel@connerstrong.com

We specialize in serving contractors. Our staff has the expertise
needed to add value to your insurance and bonding program and
get the job done.
Huntington Insurance
555 Southpointe Blvd., Ste. 200
Canonsburg, PA 15317
www.huntingtoninsure.com
Ryan Burke
p: (724) 271-3033
c: (412) 667-2620
e: ryan.burke@huntington.com
Peter Burke
p: (724) 271-3034
c: (412) 719-1555
e: peter.burke@huntington.com

Seubert specializes in construction
bonding and insurance with the
experience and staff to effectively
serve a wide array of Pennsylvania’s
contractors through the most stable
and consistent surety markets.
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Seubert & Associates, Inc.
1010 Ohio River Blvd.
Pittsburgh, PA 15202-0520
www.seubert.com
Jay Black
e: jblack@seubert.com
Brian F. Jeffe
e: bjeffe@seubert.com
Mike Petrasek
e: mpetrasek@seubert.com
p: (412) 734-4900
f: (412) 734-6640

TEXAS

Providing insurance solutions to
professionals since 1954. Bonds,
E&O, commercial and other
coverages available in most states.
Exclusive contract litigation
insurance sales in Texas
through Zurich NA.
Daniels-Head
Insurance Agency, Inc.
1001 S. Capital of TX Hwy.
Bldg. M, Ste. 100
West Lake Hills, TX 78746
www.danielshead.com
p: (800) 950-0551
f: (877) 839-6107

VERMONT

Established in 1961, Como &
Nicholson starts by listening to you
and then we put our 50 years of
experience to work on your behalf.
We specialize in contractor bid,
performance, payment and permit
bonds. We service New England
and New York.
Como & Nicholson
4429 West Hill Rd. S.
Jamaica, VT 05343
Christopher J. Como
p: (866) 805-2663 Ext. 122
e: chris@como-nicholson.com

WASHINGTON

At HUB International Northwest,
LLC, you’ll find some of the most
experienced construction insurance and surety experts in the
Pacific Northwest. With 25 years
of industry experience on your
side, you can be confident that our
surety products and services are
designed to meet the needs of just
one business: Yours.
HUB International Northwest, LLC
12100 NE 195th St., Ste. 200
Bothell, WA 98011
www.hubinternational.com
Rick English
p: (425) 489-4520
f: (425) 485-8489
e: rick.english@hubinternational.com

SURETY BONDING
ADVISORS &
CONSULTANTS

Construction industry specialists
providing banking and bonding
credit enhancement, financial statement preparation, strategic income
tax planning and minimization and a
vast array of consulting services.
Castellano, Korenberg & Co.
313 W. Old Country Rd.
Hicksville, NY 11801
Daniel A. Castellano
p: (516) 937-9500
f: (516) 932-0485
e: dcastellano@ck-co.com

Dedicated exclusively to construction contractors for over 36 years.
Unparalleled wisdom in dealing

with the entire range of key industry players. Solid, reliable financial
reporting and advice. Expert tax
planning and compliance.
E. F. Alvarez & Company, P.A.
782 N.W. 42nd Ave., Ste. 545
Miami, FL 33126
www.efacpa.com
Emilio F. Alvarez, CPA
p: (305) 444-6503
f: (305) 444-3840
e: ealvarez@efacpa.com

Sedgwick’s Construction Practices
Group, comprised of nationally
recognized lawyers, represents the
spectrum of participants in construction projects. Services range
from review and drafting of construction documents to handling
large-scale disputes in litigation.
Sedgwick, Detert, Moran
& Arnold LLP
Los Angeles
801 S. Figueroa St., 19th Fl.
Los Angeles, CA 90017-5556
www.sdma.com
Marilyn Klinger
p: (213) 426-6900
f: (213) 426-6921
e: marilyn.klinger@sdma.com

Since 1978, WTHF has provided
comprehensive legal services
for the construction industry.
Top-ranked in construction and
surety law by Chambers USA and
U.S. News-Best Lawyers.
Watt, Tieder, Hoffar
& Fitzgerald, LLP
8405 Greensboro Dr., Ste. 100
McLean, VA 22102
www.wthf.com
Robert G. Watt
p: (703) 749-1000
f: (703) 893-8029
e: contactus@wthf.com

If Your Business Has More Than A
Few Vehicles, You Have A Fleet.

And managing that fleet is taking time away from your business.
At Enterprise Fleet Management, we specialize in fleets like yours
so you can spend your time doing what you do best. We’ll assign
a dedicated account team that will design a program that’s right
for you. A program that takes advantage of services like vehicle
disposal, loss control coordination and maintenance plans.
Put your work week back to work.

STUDENT CHAPTER

BUSINESS PARTNER

877 23-FLEET • nationalfleetaccounts@erac.com
Enterprise and the ‘e’ logo are registered trademarks of Enterprise Rent-A-Car Company. All other trademarks are the property of their respective owners.
© 2008 Enterprise Rent-A-Car Company. 904119 08/08 MJ
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Put ACSTAR on the case. We’ve never wasted time on underwriting “by the book.” In fact, we’ve handled tough-toplace cases from day one. So we won’t toss your client’s case, no matter how challenging it appears. If you need
a surety that’s accessible, responsive, willing to talk and ready to get the job done, call us at 860.224.2000.

SURETY FOR AN IMPERFECT WORLD

Surety Bonding • Treasury Listed • Rated A by A.M. Best • Licensed Nationwide • Fax: 860.229.1111 • 233 Main Street, New Britain, CT 06050-2350 • acstarins.com

Construction Executive Reprints

2010

Elevate Your Market Perception with Custom
Reprints from Construction Executive
For more impact, include the front cover
of Construction Executive with your
advertisement or other supplied materials.

PDF-Only Reprints: For email and
website marketing usage only. PDF
version is FREE with any printed
reprints purchase.
Front Cover (optional): $100
1st page of article: $75
2nd page of article: $50
Each additional page: $25
S P E C I F I C A T I O N S

Custom reprints from Construction Executive are highly effective marketing tools.
A reprint of an authoritative article instantly elevates your firm’s market perception
and positions you as an industry expert. Reprints can be backed up with your
company logo and office locations, a full page ad or other supplied materials.
Custom reprints make excellent handouts for trade shows, sales calls and
presentations. Digital reprints enhance your website and email marketing efforts.
Digital reprints are included free with every printed reprint order, or can be ordered
separately.
Custom Reprint Production:

A $50 setup fee accompanies all custom reprint orders to traffic the requested
pages and get the job set up in production, billing and quality-control systems.
Professional graphic design services are available for ad removal, repaginating
articles, reflowing copy and incorporating customer-supplied materials. Call us
with your reprint idea for an estimate of design fees.

Construction Executive Reprint Price List
Economy
Service — Delivery in 14–16 business days. Expedited delivery available.			
		
# Pages	
250
500
1,000
2,000
3,000
5,000
10,000
1
$ 375
$ 495
$ 645
$ 895
$1,045
$1,295 $1,695
2
495
595
795
995
1,145
1,395
1,795
4
945
1,095
1,295
1,545
1,775
1,995
2,595
6
1,295
1,395
1,495
1,945
2,345
2,895
3,595
8
1,695
1,895
2,095
2,795
3,045
3,495
4,245
12
1,995
2,245
2,495
3,345
3,695
4,195
5,095
16
2,375
2,675
2,995
3,695
3,995
4,545
5,875
Prices shown are for full-color reprints on heavy-weight, high-quality 100# gloss
text stock. Other paper stocks and quantities can be quoted on request. Every
reprint order includes a complimentary PDF version for your email and website
marketing efforts.

Specifications: Finished size of reprints
is 8 ³⁄₈" × 10 ⁷⁄₈". Four-page reprints
are folded to 8 ³⁄₈" × 10 ⁷⁄₈". Six-page
reprints are tri-folded to 8 ³⁄₈" ×
10 ⁷⁄₈". Reprints of eight, 12 and
16 pages are folded, stapled and
trimmed to 8 ³⁄₈" × 10 ⁷⁄₈". The words,
“Reprinted by Permission” and
copyright notices will appear in small
type on all reprints.
Shipping: Reprints are shipped via FedEx
Ground. Rates vary based on price and
destination. Typical turnaround is 14 to
16 business days from receipt of order
to delivery. Rush services are available;
call for pricing.
Copyright Notice: Construction Executive
articles are copyright © ABC Services
Corporation, all rights reserved.
Unauthorized photocopying, scanning,
printing or distribution of copyrighted
articles in print or electronic format is
strictly prohibited.
Author’s Notice: Contributors to
Construction Executive receive several
copies of the issue in which their article
is published. Reprint rights are not
granted to magazine contributors.
T O O R D E R R E P R I N T S , C ontact :

Donald R. Berry
National Sales Manager
Phone: (908) 852-7466
Email: dberry@constructionexec.com
Stephen B. Donohue
Regional Sales Manager
Phone: (609) 760-0702
Email: sdonohue@
constructionexec.com

