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ASA San Diego
Celebrates
25 years!
2015 marks the 25th anniversary for the
Associated Subcontractors Alliance of
San Diego (ASA). The ASA of SD promotes
professionalism, through communication,
education and training; and fights for promptpayments, reducing retention and protects
its’ members through solidarity and political
action. ASA members are among the most
accomplished subcontractors and specialty
trade contractors working in every discipline.
They are united in the ideal of ethical and
equitable business practices, professionalism,
a safe and healthy work environment and
membership diversity.

6
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Founded on September 12, 1990, the San
Diego Chapter of American Subcontractor’s
Association was started by a group of 65 subcontractors and affiliates. The goal of the
association was assisting the subcontracting
community in better business practices with
their clients along with providing them with
proper tools needed to establish long term
customer relations. On July 1, 2013 ASA of San
Diego became an independent association
renaming itself to Associated Subcontractors
Alliance. Though the name changed, the mission of the association remained the same,
protecting Subcontractor’s rights.
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Subcontractors perform 80 percent of all
industrial and commercial construction work.
ASA promotes this fact and informs many industry professionals and government officials
of the scope of their work. They have made
many strides in emphasizing the need for reform on such issues as prompt payment, retention, surety bonding, lien rights, bidding
practices, and entitlement of payment.
For the past 25 years, this association has
been a valuable resource for many local
contractors. Its’ members include union and
non-union, large and small, electrical, mechanical, drywall, plaster, steel, masonry,
concrete, plumbing, roofing, excavating and
nearly every other specialty trade contractor
in the construction industry. ASASD also established industry partnerships with general contractors. In addition, ASASD has several active
bond, insurance, consulting, labor, material
and supply companies participating as associate members, providing almost everything
a construction firm could need to run a safe,
productive and profitable business.
Being a member of ASA has many benefits
to the member, and to the industry. They have

760.466.7790

monthly events that have timely and informative speakers, networking opportunities, education on the industry, meet with other subs
and suppliers who share the same concerns,
and meet with owners, general contractors
and developers. Some events held include
things like an awards night, golf tournaments,
clay shoot, and a general contractor showcase. Education and training is very important
in the industry, and ASA provides many workshops and seminars to help your bottom line.
They also provide strong advocacy for protecting your contract rights, improving standard contract documents, protecting your
lien rights, and representation on local, state
and federal government issues.
In May of this year, CNV got to see ASA
first-hand in action at their annual event, the
California Subcontractors Legislative Conference in Sacramento. At the conference,
they talked about many legal issues and bills
that affect many subcontractors, and provided the necessary information on how to talk
with legislators about the impacts some bills
will make on the industry. ASA representatives
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then went to the state capitol building and
spoke with government officials about their
positions on such bills, for example: Support for
the AB 1347 bill that provides timely payment
to contractors for extra and changed work,
support of AB 1315 responsibility for water pollution and runoff designs, and opposing AB
846, the changing of timing in the Mechanics
Lien court process.
The San Diego chapter of ASA has been
the influence behind several industry improvements which benefits ALL subcontractors:
• Retention Reduction; The City of San Diego, San Diego Unified School District, San
Diego County Regional Airport Authority
and UCSD have all reduced their retention
to 5%.
• General Contractor Payment Posting; Most
public agencies are now posting general
contractor payments online to streamline
payment processing.
• Agency Assistance; ASA meets regularly
with public agencies providing members
with a forum to voice subcontractor concerns.
• Contracting Methods; ASA is a recognized

contributor to numerous public agencies
providing ongoing input to ever changing
contracting methods.
• ASA Day; Declared on July 14, 2010 by
Mayor Jerry Sanders.
2014-2015 ASA President David Blackston of
D.A. Whitacre Construction said “ASA participation has become so important to me, and
I’ve learned how valuable and gratifying it
can be. Volunteering has its rewards. Because
of my involvement on the Board – and especially working my way up to become President
– I’ve become better connected and more
recognized within the industry. This allows me
to be a better project manager, and it has allowed the company I work for, D.A. Whitacre
Construction, to be better educated and
more visible and respected. I encourage you
to do as I did and become involved.”
ASA of San Diego is an excellent association investment. Contact Nancy Grimes, Executive Director at 619-825-9552 or visit the ASA’s
website at www.sandiegoasa.org to see how
this association can work for you.

GET
NOTICED

Make us apart of your marketing strategy

The Voice of the Construction Industry
With 3 different magazines, Contractor News covers all local
construction related stories and news. Advertising with us is
a great way to brand your business, and get your company
seen by a wide variety of construction industry professionals.
Call today to see how we can help!

CNV: A Monthly
Magazine that covers
all things construction.
From local projects,
to advice on legal
matters, CNV has it all!
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AGC Constructor: A
bi-monthly Magazine
that covers AGC news,
events, and information
crucial to AGC San
Diego members.

466-7790

NECA Magazine: A
quarterly magazine
providing its members
an in-depth look at the
energy that powers
San Diego.
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Our Readers
Licensed Contractors
Subcontractors
Supply Warehouses
Equipment Stores
Developers
Associations
Job Sites
Plan Rooms
Government Officials
Local Agencies
Training Centers
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Pete Spencer
receives Mary L.
Johnson Award

General Contractor’s
Superintendent of the Year
Matt Baroni,
Turner Construction

ASA Large General
Contractor of the Year
Hensel Phelps
Construction

General Contractor’s
Project Manager of the Year
Ray Lehman,
Swinerton Builders

ASA’s General Contractor
of the Year
Pacific Building Group

25th Annual Awards &
Installation Banquet
July 22, 2015
Rookie of the Year
SoCal Audio &
Video Integrators

2015 Board of
Directors

Affiliate of the Year
Hub Construction
Supplies & Equipment
10
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ASA Member of the Year
Nicki Young,
Cannon Constructors
AUGUST 2015

ASA Subcontractor of
the Year
D.A. Whitacre
Construction
info@contractor-news.com

Pete Spencer of Audio
Associates received the
prestigious Mary L. Johnson
Award. This award has only
been presented twice in
the 25-year history of the
San Diego ASA (previously
given to Tom Gade and Kim
Clark) and was created in
memory of Mary Johnson
who was one of the founding
members of the San Diego
ASA. This award is based on
Mary’s legacy of three C’s
– Courage, Commitment
& Character. Pete Spencer
has gone above and
beyond the call of duty.
He has served as President,
an officer and an At-Large
member of the board for
many years. Pete has served
more years on the ASA Board
of Directors than any other
member. He has served
on committees, financially
supported and contributed
to events and has provided
years of leadership, service
and dedication to both ASA
San Diego as well as ASA of
California.

Congratulations
Pete!

760.466.7790
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PRIME CONTRACTOR:
Johnson and Jennings General Contracting

D
P
U

MAJOR SUBCONTRACTORS:
M2 Demolition
Valley Crest Landscaping
Panoramic Construction (Concrete & Masonry)
Davis Framing
Sylvester Roofing
Brady Company (Doors)
CG Glazing
MSC Drywall
Howard’s Rug
ICS Mechanical
Ickler Electric
Quality Paint & Wall Covering
Behr Paint
Butts Grading
Weir Asphalt

$2.2 Million Raised!

JUNE 2015

MAJOR CONTRIBUTORS:
Tom & Dorothy Hawthorne
Issa Family Foundation
David C. Copley Foundation
Bank of America
Servant Leadership Institute
County of San Diego
City of Escondido
M2 Demolition
HomeAid San Diego

Interfaith Community Services

Only $1Million to go! Want to help?

Contact Interfaith’s Executive Director, Greg Anglea,
at 760-489-6380, ganglea@interfaithservices.org

NORTH COUNTY VETERAN &
FAMILY RESOURCE CENTER
After only breaking ground on February 11,
2015, North County Veteran and Family Resource Center is well underway at 80% completion.
In April 2015, CNV featured this project and
the remarkable donation from Tom and Dorothy Hawthorne that allowed Interfaith Community Services to purchase the building and
property on North Ash Street. Extensive renovation on the 10,000 sq.ft. building has been
moving forward thanks to numerous donations from the North County community, but
donations are still needed.
Drywall and painting has begun on the
building, and asphalt demolition is underway.
A new elevator shaft structure has been built
that will provide easy access for disabled per12
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sons to travel the two-story facility. The project
is expected to be completed September 30,
2015 as long as they receive the needed donations.
The new Resource Center will consist of a
20-bed Recuperative Care Program to assist
homeless veterans being discharged from the
VA hospital, and a 13-bed homeless non-veterans recuperating from hospital stays. The
center will also help veterans and their families prepare to re-enter the work force by assisting them with resumes. The first floor street
entry level will house a 12-bed transitional
Care Housing Center, an education and conference room, 3 private consultation rooms,
and 13 open office spaces, geared to offer
counseling and economic development.
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OVER 200 MACHINES FOR RENT AND SALE!
Call Gary Hawthorne Today! 760.644.6493
SALES & RENTALS • DELIVERY AVAILABLE • OPEN SATURDAYS

LOCATED AT 156 W. MISSION • ESCONDIDO • CA • 92025 • (760) 743-6700
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AGC San Diego Welcomes
Make-A-Wish® Kid with Open Arms
Article By Marcy Knopman, AGC San Diego Staff
Photos provided by AGC San Diego and the Colbert Family
The Build and Serve Committee of the
Associated General Contractors of America,
San Diego Chapter, Inc., the United States
Marine Corps, and Make-A-Wish® San
Diego, all provided a 15-year-old “Wish Kid”
from Pittsburgh, Pennsylvania with a dream
vacation in San Diego, one he will surely never
forget!
To begin, Christopher recently cut his
shoulder-length hair when his parents noticed
a BIG lump on the back of his head near
the neck. They immediately took him to a
specialist where Christopher was diagnosed
with Gardner Syndrome, a mutated genetic
gene which is passed from generation to
generation and causes Desmoid tumors (an
extremely rare condition with approximately
900 people diagnosed every year).
Chris’ Make-A-Wish home chapter in
Pittsburgh granted him his wish of a “San
Diego Experience,” complete with sunny,
14
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warm beaches, facilities in which he could see
and learn more about reptiles, and a location
that was holding a "muscle car" car show...
Well... Make-A-Wish was able to provide the
sun, beach, sand, surf and our World Famous
San Diego Zoo. However, Make-A-Wish could
not locate a “muscle car” show in San Diego
during the time the family was to visit.
Lo’ and behold, the AGC’s Construction
Leadership Council (CLC), fortuitously, was
holding a hot rod and classic car show during
their Annual San Diego Hot Summer Nights
Car Show and Mixer, serendipitously, the same
time the family was in town. It could not have
been timed more perfectly. Visiting AGC,
experiencing the “muscle cars,” and getting a
chance to ride in his favorite models--a Shelby
Cobra (courtesy of Ken Kucwaj of Ken Grody
Ford) and a 2014 Corvette Stingray (courtesy
of Ted Rossin of Rossin Steel Inc.)—as well as
riding alongside former NASCAR driver, Austin
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Cameron of TC Construction Company, Inc.,
in his 1957 Corvette, made this San Diego
experience the most memorable part of his
trip! The San Diego Fire Department was also
on hand to provide the family with a ride in
their engine, complete with headphones, fire
hats, sirens and horns!!
CLC Chair, Andy Fluken of Erickson-Hall
Construction Co., called the family to the
podium during the ribbon cutting ceremony
for AGC’s new Fall Protection Training Campus,
and presented Christopher a replica kit of
a limited edition 1967 GT 500 Shelby Cobra
model as a gift.
But there’s more… Assemblyman Brian
Jones, representing the 71st Assembly District,
which includes the communities of eastern
San Diego and southern Riverside Counties,
partnered with the U.S. Marine Corps to
enhance Christopher’s visit.
“It was my honor to help facilitate a full
San Diego experience for Christopher and his
family,” said Assemblyman Jones. “Not only
did Christopher experience the San Diego sun
and fun at the beach, he got to experience the
United States Military presence in San Diego
by visiting the Miramar base. I’m grateful to all
of the Marines who took time out of their day
to make Christopher’s San Diego experience
even more special.”
Christopher was able to sit in several
different simulators, including the M22 and
the F18. He spent some time with a veteran
pilot on the flight line, and got hands-on
experience with an FA-18. Next, he visited the
MWSS 373 (Maintenance and Transportation)
where he operated some of the large pieces
of machinery, referred to as “oversized Tonka
toys.” At the end of the day, he was given a
t-shirt from the 3rd Marine Aircraft Wing, and
he was awarded an Honorary Black Belt.
Thanks to
The Associated General
Contractors of America, San Diego Chapter,
Inc., the AGC Construction Leadership
Council, Assemblyman Brian Jones, the U.S.
Marine Corps., the San Diego Fire Department,
and Make-A-Wish (San Diego) Christopher
was able to truly savor an authentic San Diego
wish experience!
760.466.7790

CONTRACTOR NEWS

15

Construction Expo 2015
July 22, 2015

San Diego Unified School District’s (SDUSD) held its
5th annual Construction Expo on July 22, 2015 at Kearny High School's Stanley Foster School of Engineering, Innovation and Design (formerly Construction Tech
Academy). It was a great event that allowed attendees to meet the SDUSD construction staff and learn
about upcoming projects and how to do business with
the school district. In addition, attendees were able to
develop new business through networking with other
businesses, face to face meetings with representatives
of General Contracting firms as well as various public
agencies, and construction related associations.
SDUSD’s Media Release stated: New this year, were
two workshops for the participants. “I’m at the Expo,
Now What?” is a brief overview of how to make the
most of your time, be strategic about what booths to
visit, and why. The second session is “Prime Panel,” a
panel of San Diego Unified prime contractors who explain what it takes to bid successfully.
Attendees found the workshops contained valuable
information and they were well attended.
The generous sponsors who provided the breakfast
and lunch meals were: AECOM, ARC, Barnhart-Reese,
Gafcon, Harris & Associates, Soltek Pacific, Stacy and
Witbeck/Herzog/Skanska, Triton Structural Concrete,
Turner Construction, USS Cal Builders and Vanir. SDUSD
also gave a special thanks to the three panelists from
Soltek, Triton and USS Cal Builders.
SDUSD’s Outreach Program Manager, Karen Linehan stated, “We heard feedback all day long that it
was the best year yet!”
--CNV congratulates SDUSD on a great industry event!
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P.S. It’s the law.

Congratulations to Industry Legends…

Charlie & Scott Erreca
of Erreca’s Inc.

Charlie and Scott Erreca were honored at this year’s
EGCA Foundation Honoree & Scholarship Dinner for their
contribution to the construction industry. Family owned
and operated Erreca’s Inc., a General Engineering
Contractor, was located in Lakeside, CA and had
been in business from 1955 to 2012. Some of Erreca’s
Inc. largest projects were major Highway jobs, including
the expansion of SR 125, and the extension of Hwy 52.

CONSTRUCTION LAW BY PAM SCHOLEFIELD

10815 Rancho Bernardo Road Ste 105• SAN DIEGO, CA 92127 • TEL: 858.613.0888

AVOID COURT –

TRY ADR

You may have heard the acronym “ADR”
thrown around in the construction industry, but
what exactly does it mean? ADR is short for Alternative Dispute Resolution, which simply means a
different way of resolving a dispute to avoid going
to court. When someone mentions “ADR” they are
usually referring to mediation and arbitration. The
way it often comes up in construction is through a
contract term that requires a specific process to
be followed when a dispute arises. ADR can also
be dictated by law, for example for disputes related to certain government contracts or related to
residential construction defect. Once a lawsuit is
filed in court, the parties often engage in at least
one session of mediation in order to try to resolve
the dispute before it goes to trial. This article focusses more on contractually required ADR.
Both mediation and arbitration have become
popular ADR processes, but, what exactly is the
difference between the two?

Mediation:
Mediation is a process that involves a person
known as a “neutral” who is hired by parties to
help them resolve a dispute. The more common
name for the “neutral” in the context of mediation
is a “mediator.” The reason a mediator is called a
“neutral” is because the mediator should not be
biased against either party and should be strictly focused on getting the parties to agree on a
resolution. The parties usually split the cost of the
mediator.
The parties can choose whether or not to be
represented by an attorney in the mediation. To
get the process started, one side usually makes a
demand that the parties go to mediation, and the
first step is for the parties to decide who they want
18
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as a mediator. It is wise to take a little time choosing a mediator who is well-versed in whatever
construction issue caused the dispute, whether it
be delays, scope of work, change orders, or defect or workmanship issues.
A mediator does not make a final decision as to
which side “wins”, but a good mediator will not be
shy about sharing their opinion as to the strengths
and weaknesses of each side’s position. This is one
of the main benefits of choosing a good mediator
– it is often the parties’ first chance at getting the
perspective of someone who is independent and
who has no skin in the game.
Confidentiality is also a major characteristic of
mediation. What is said in mediation cannot be
used against either party at later hearings or proceedings. The law requires this confidentiality in
order to foster open communication between the
parties to enhance to chance of resolving the dispute.
If a resolution is reached, the parties should immediately (before leaving the mediation) put the
agreement in writing so that no one can change
their mind and the parties can be ensured finality of
the dispute. If the terms of the agreement are put in
writing and signed by both parties, then the agreement is binding and can be enforced just like any
other contract.
If a resolution is not reached, then the parties
can proceed to the next step of the contract’s
ADR process. If the contract does not provide any
dispute resolution procedure past mediation, then
either party can push the dispute to court.
Arbitration:
Many contracts that contain ADR also include
SCHOLEFIELD Continues on Page 20
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go to court, especially when the arbitrator’s fees
cost thousands per day? Most advocates of arbitration recognize the benefits of using a decision
maker who knows construction and construction
law. While there are many good judges out there,
the issues surrounding a construction dispute are
often technical in nature and some judges may
simply lack the experience to wade through the
issues to the satisfaction of the parties. Also, arbitration can remain confidential, where the filings
and proceedings in court are open to the public.
Keep in mind that, even when a contract does
not provide for an ADR process, it is often prudent to engage a mediator with the goal of early
resolution. Achieving an early resolution not only
avoids costly and time consuming litigation, but
it also allows the parties to move past the dispute
and concentrate on their respective businesses instead of letting the dispute hang over their heads
and monopolize their thoughts.

SCHOLEFIELD Continued from Page 19
arbitration. Arbitration is a process that also involves a “neutral”, but, much like a judge or jury,
the neutral will actually decide who “wins” the dispute. The “neutral” in an arbitration is called an
“arbitrator.” Similar to a mediation, the process
is started by one side or the other making a demand in arbitration. Most contracts that contain
arbitration procedures will also dictate which ADR
company to use. The parties can always mutually
decide to use a different ADR company than that
listed in the contract.
Most arbitration provisions state that the decision of the arbitrator is final. This means that the
parties waive the right to appeal the decision,
and there are very few circumstances that would
allow a court to rule that the arbitrator’s decision
is unenforceable.
Again, the parties will usually focus on selecting an arbitrator who is well versed in the type of
dispute at issue. Because the decision of the arbitrator is final, the impartiality of the arbitrator is of
utmost importance.
The contract will sometimes specify what type
of discovery is allowed, but usually not. If not, then
the attorneys for the parties will have a conference with the arbitrator to agree on what type
of discovery will be needed. Similar to going to
court, the attorneys and the arbitrator will also
agree on the schedule for completing discovery,
naming experts and a timetable for the arbitration
hearing.
Though the arbitration hearing usually takes
place in an informal setting like a conference
room instead of a courtroom, it is still a formal process that includes the witnesses giving testimony
under oath and documents being accepted into
evidence. After the arbitration hearing concludes
(which could take days to months depending on
the complexity and size of the case) the arbitrator
will usually take some to consider the evidence
and then issue a written decision. The party winning the arbitration can then take that decision
and have it turned into a judgment in court.
Some contracts require a panel (generally 3) of
arbitrators instead of just one. Given the cost of
an experienced construction arbitrator (approximately $4,000, and often more, per day), the parties should seriously discuss if they rather use just
one arbitrator.
As you can see, there are many similarities between the actual process of getting a dispute
ready for an arbitration hearing and getting a
dispute ready for a court trial. So, why not just
20

CONTRACTOR NEWS

AUGUST 2015

General Disclaimer

The information in this article is based upon California law and is for general information only. Any
information or analysis presented here is intended solely to inform and educate the reader on general
issues. Nothing presented or referenced to, regarding facts, documents or applicable laws, constitutes
legal advice. Before acting or relying on any information, including any information presented here,
consult with a qualified attorney for your specific situation.
Scholefield holds an active PE license in Colorado, an undergraduate engineering degree from the
University of Florida, and received her JD from the University of San Diego.

info@contractor-news.com

760.466.7790

AUGUST 2015

CONTRACTOR NEWS

21

NEWS
SEATTLE’S LIGHT-RAIL
EXPANSION MOVES
AHEAD OF SCHEDULE

In Seattle, WA, expansion of the lightrail system, Sound Transit’s ULink, is
well underway and is 6 months ahead
of schedule and $150M under budget.
The nearly $2B project has been in
construction for over 6 years now, and
will connect the existing system to the
University of Washington and Capitol Hill to downtown Seattle and the
airport. It includes two underground
stations, one of which will be 9 stories
underground and 3.15-miles of new
tunnel track. Modeling is a big part of
the project, along with risk-management., which has contributed to its
successes.

A section of interesting construction
related news from around the country

Costly Construction CEO Errors That
Damage Performance & Profits

NEW $10M GRANT OFFERED TWISTED RESIDENTIAL
FOR ELECTRIC CHARGING TOWERS IN FLORIDA
STATIONS IN CALIFORNIA
DRAW ATTENTION
The California Energy Commission
will work on completing the West
Coast Electric Highway that spans
from the Oregon border to Baja
California. Fast-charging stations will
be built along 9 highway corridors by
the year 2020 thanks to the $10M
program. The hope of the program is
to persuade drivers to buy electric
vehicles without the fear of long-range
driving and recharging issues. The
corridors include Interstate 5, State
Route 99, and U.S. Route 101. Cost
of the stations range from $20,000
to $30,000 so the new grant will
definitely provide the resources.

Two towers are being built in Coconut
Grove in Florida, that twist side-by-side
creating an illusion that they change
directions. This type of Architecture allows residents to take in stunning views
of the bay from more spots in their
homes. The buildings also will be the
first LEED-Gold certified buildings in
the Miami-Dade County. The two twenty-story buildings will sit on 3 acres of
land along Grand Bay and will feature
12-foot high ceilings, private elevators
in each residence, and an infinity pool
on the roof complete with private cabanas. Lush landscapes also line the
buildings with over 460 trees.

By: Terry Kramer

President of Kramer Management Consulting
Phone: (480) 824-8194 Email: tkramer@k-advise.com
New CEO Requirements?
After having written hundreds of articles for construction industry publications from
my extended exposure to
construction clientele business operations, there does
come a point where an accumulated body of knowledge
leads to different conclusions.
Whereas throughout my consulting career within the construction industry I have believed in the entrepreneurial
spirit of construction firm owners, I now believe that the “entrepreneurial-technical age”
of construction has evolved
into the “business-savvy age”.
No longer will construction
owners be able to conveniently use the ever-handy
and frequently-used phrase
of “I’m working on it” (without
any timeframes). This no longer remains an appropriate
response.

ent that most construction
owners are ill-suited to be
CEO’s. It’s not necessarily all
their fault that their skills are
not commensurate with what
the industry requires in today’s
construction world. A huge
part has to do with the departure of key personnel during
the construction downturn
that crossed all business functions. With studies showing
that when a single employee departs a company, they
take up to 70% of their knowledge with them, that a difficult challenge to overcome.
What do you think happens
to construction firms when an
Operations Manager, Senior
Estimator, Controller, Purchasing Manager, Warehouse
Manager, and Business Development Manager all leave
at the same time ?

The answer is just short of
complete chaos. The construction industry has always
prided itself on managing “organized chaos”, but now we
have stepped beyond that
level. Profits, equity, and customers are being wiped out
because of the utter chaos.
Just within the past 12
months, I’ve experienced
unprecedented chaos within
far too many construction
firms. To a certain degree, the
client opportunities could be
the luck of the draw, but the
fact remains that too many
formerly solid companies
are adrift than ever before.
The common problematic
themes that are running
through
these
chaotic
businesses are organizational;
KRAMER Continues on Page 24

Moving forward, the responses with the construction
industry will need to be “I’ve
implemented that” or “that is
part of our strategic plan”.
Missing Parts
Since the financial implosion of U.S. economy, it has
become increasingly appar22
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KRAMER Continued from Page 23

work acquisition; productivity and project
management; technology and business
intelligence; and strategy and culture issues.
In other words – everything!

development activities
Not establishing a work acquisition budget
5. Not trusting work acquisition personnel
with clients
6. Not setting work acquisition goals on
leads, proposals, and closes
7. Not establishing target markets and market shares
8. Not expecting estimators to meet with
current and potential clients
9. Not building a set of pre-construction services and charging for them
10. Not keeping a share of the value engineering costs saved
11. Not aligning estimating production and
need hit ratios to strategic goals
4.

Profit Opportunities from Implementation
If construction firms were to address and fix
these business areas, it would produce an additional ½ to 1% in net profits per business area,
so we are looking at profit increases of up to 2
½% to 5%. In working with clientele, their success dramatically increases when they implement approximately 30% of the changes listed
below. Recently a client implemented 75% of
the changes and their profits zoomed skyward
by 10-fold. It’s all outlined and ready-to-implement, but are today’s construction CEO’s up
to rebuilding or reinventing their businesses ? C. Productivity and Project Management
Of that I am not so sure since the skill-sets re- 1. Not conducting pre-job planning meetquired are much more broad, encompassing,
ings to align estimating to project & field
and demanding.
management
2. Setting no productivity measurement
A. Organizational
goals for daily units installed
1. Imbalanced span-of-control
3. Not tracking job cost reports
2. Putting employee work styles in the wrong 4. Not sharing PO data
positions
5. Performing CO work without billing for it
3. Keeping non-performers
6. Not recording daily job reports
4. Keeping disruptive personnel that don’t 7. Not tracking equipment usage hours and
fit company culture
overall equipment utilization percentag5. Hiring employees that are less talented
es
than the company needs
8. Failing to track material shipments from
6. Establishing personnel within an organisupplier or the company yard
zational structure without business conti- 9. Allowing too much temporary labor and
nuity in mind
rental equipment
7. Not delegating enough and delegating 10. Not tracking tool inventories
work without accountability
11. Overpaying subcontractors beyond the
8. Improper organizational structures and
contract dollars
reporting lines of authority
12. Inaccurate percentage completion as9. No performance reviews
sessments
10. Poorly designed bonus plans
13. Failure to project-out the completed job
11. Inadequate or wasteful meetings without
costs accurately
agendas or purpose
14. No post-job reviews
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B. Work Acquisition
D. Technology and Business Intelligence
1. CEO not participating in work acquisition 1. Poor assessment of software purchases
efforts
2. Lack of technology training
2. Being an order-taking company waiting 3. Limited application of software modules
for opportunities
4. Inability to integrate information
3. Not supporting marketing and business 5. No report writing and design capabilities
CONTRACTOR NEWS
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6.
7.
8.
9.
10.
11.

Limited distribution of information
No technology experts on board
Lack of identifying business report needs
Poorly categorized data
Cannot assess what the data means
No comparative financial rations and
measures generated
12. No revenue and cash flow projections
E. Strategy and Culture
1. Lack of recognition of current business
status
2. Not acknowledging that strategy takes
a leap of faith and deliberate intent to
succeed
3. Failure to target specific target market
strengths and market shares
4. Not gathering business intelligence data
per industry
5. Involving the wrong personnel in strategic planning
6. Not expecting the planning personnel to
participate or contribute
7. Realizing the rising importance of culture (values and beliefs) as the company
grows
8. Not establishing a clearly stated company culture indicating expectations
9. Not stating what the long-term vision is
10. Not developing tiers of leadership and
forgetting that promotions lead to personnel gaps
11. Not investing in the future and extracting
profits which limits company growth
12. Overlooking opportunities by not taking
advantage of a fragmented industry
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If CEO’s are looking for ways to grow their
profits, they do not have to look very far. For
companies not performing the list of items
above, it’s best to get started with comprehensive implementation right now, otherwise
construction firms will be left with the whacka-mole approach – solving one problem at a
time based upon what pops up.
—Our thanks to Terry Kramer, President of Kramer Management
Consulting. He has been consulting within the construction industry
for over 25 years, and focuses on profitable strategic management of
construction companies. He can be reached at 480-824-8194, or via
e-mail at tkramer@k-advise.com
760.466.7790
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EMPLOYEE BENEFITS PLAN
AUDITS, WHO IS AT RISK?
By: Glenn M. Gelman & Associates

1940 East 17th Street Santa Ana, CA 92705 Phone: (714) 667-2600 ext. 267
Email: mkarver@gmgcpa.com Website: http://gmgcpa.com
In May 2015, the Department of Labor (DOL)
released the results of its recent study in which it
assessed the qualifications of Employee Benefit
Plan (EBP) auditors. The study revealed a shocking decline in the quality of the audits, indicating
that 39% of the EBP audits in the sample did not
comply with professional audit standards. DOL
had performed similar studies in the past with
better results. While a 1997 study showed a 19%
non-compliance, 1998 sample showed 23%, and
2004 survey indicated a 33% non-compliance in
EBP audits.
Many CFOs consider the EBP audits unnecessary
and delegate the task of hiring auditors to their
HR managers or someone in the company who
lacks knowledge of the DOL requirements. Whoever is in charge of hiring EBP auditors needs to
make sure the auditors have the knowledge and
expertise necessary to perform these audits. The
Employee Retirement Income Security Act (ERISA)
requires plan administrators to ensure that plan
financial statements are audited in accordance
with Generally Accepted Auditing Standards,
and that they are presented in accordance with
Generally Accepted Accounting Principles specific to EBPs. Under ERISA, the officers of the sponsor
company have a fiduciary obligation to hire the
EBP auditors, and failure to properly fill that obligation may result in personal liability for the officers of
the company including the CFO.
An employee benefit plan is normally required
to have an audit when the number of its participants exceeds 100 at which time the audit report
must be filed as a supplement to the form 5500.
Failure to submit an EBP audit that meets standards
can result in the DOL bringing civil action against
the plan sponsor and potentially fining the sponsor
up to $1,100 a day. Such cases could result in the
plan sponsor incurring hefty legal fees and spend
a significant amount of time trying to resolve the
26
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situation. Regardless of who in the company is in
charge of hiring EBP auditors, the officers are the
ones who will face a personal liability if something
goes wrong.
A specialized EBP auditor will plan the audit
with the objective of understanding the processes, designs, and controls of the plans. Timely remittance of employee contributions, testing the
demographic of the participants, and examining
hardship withdrawals are some of the important
features of an EBP audit. To avoid risk of personal liability, finance chiefs are encouraged to engage themselves in the process of the audit and
be available to the auditors to achieve better results. Some of the important aspects of an EBP and
its audit are briefly discussed below:
Timely Remittance of Employee Deferrals
Failing to timely deposit withheld salary deferrals to a plan is considered a plan error and is a fiduciary violation of the plan. Such violations could
potentially subject a plan to the Department of
Labor's civil penalties and jeopardize the plan's
tax-exempt status. To remit the salary deferrals on
a timely basis, the plan sponsor is responsible for
depositing their employees' salary deferrals to the
plan's trust on the earliest date that the deferrals
can reasonably be segregated from the employer's general assets.
While the earliest date is based on individual
facts and circumstances, for plans with fewer than
100 participants, the deposit is considered timely
if it's made within 7 business days after the company withholds the salary deferrals even if it were
able to deposit them earlier. For larger plans, generally 100 participants or more, the determination
of whether the deposit was timely is based on the
individual employer's facts and circumstances.
The lack of a firm guideline for large filers creates
ambiguity in auditor's testing. Generally, the au-
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ditor will base this test on the sponsor's ability to
remit tax payments and the sponsor's remittance
pattern. To avoid issues with timely remittance, it is
recommended that the plan sponsor sets up automatic payments to its plan's trust and treat the
salary deferrals the same way it treats its payroll
taxes and withholding payments.
Employee Demographic Data
The plan sponsor is required to keep an accurate census of plan participants with sufficient supporting documents. An accurate census provides
a good basis for plan decisions, ensures that inclusion and exclusions from the plan are correct as
well as eligibility for employer contributions, vesting, and benefit payments. Ignoring this responsibility could result in an inaccurate census or inadequate supporting documentation. By relying on
the census, the auditor makes selections from it,
reads the plan documents, and then determines
which demographic criteria to test. Common demographic attributes that need to be tested are
dates of birth, sex, dates of hire, and dates of termination.
Depending on the size of the company, either
company's human resources manager, or the
head of accounting should conduct a periodic
internal control of the census. This will improve the
quality of the census and documentation of demographic data. In addition, it is recommended
that the human resources manager inspect personnel files periodically on a test basis and compare the demographic data in them against the
census, just as the external auditor would. Such
measures will greatly lessen the possibility of auditors finding any non-compliance and allowing for
a no-hassle audit.

must challenge all participant assertions that they
qualify for a hardship withdrawal. Further, the
plan's trustees should review activity each period
to make sure that they are aware of all hardship
withdrawals.
By Fariba Mehdian, CPA, CFF, CCIFP, CGMA,
Director at Gelman & Associates, CPAs and Business Advisors. She can be reached at (714) 6672600 or www.gmgcpa.com.

About Glenn M. Gelman
& Associates
Glenn M. Gelman & Associates CPAs and Business Advisors was established in 1983. The firm serves hundreds
of business and individual clients throughout Southern
California. We are committed to providing superior audit,
accounting, tax, and business advisory services in a manner that is timely, professional and personal. As a local
firm, with national and international resources, Glenn M.
Gelman & Associates attracts talented and experienced
staff members who provide clients with service that exceeds expectations. For more information, email: mkarver@gmgcpa.com or visit http://gmgcpa.com

Hardship Withdrawals
According to ERISA guidelines, hardship withdrawals are meant to be a last resort for participants to withdraw funds from their retirement plan.
While ERISA is very specific regarding the requirements and what qualifies for hardship withdrawals, many plan sponsors disregard those details.
Since any hardship withdrawal must be approved
by the appropriate level of the plan's management, it is vital that management understands the
requirements and ensures compliance before approving any hardship withdrawal.
It is important to remind the plan sponsors that
hardship withdrawals expose them to additional
auditing procedures and regulations. Therefore,
by establishing proper procedures in place, they
760.466.7790
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