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In a move that’s sure to Improve the economIc vItalIty of 
subcontractors, the New York City School Construction 
Authority (SCA) has radically altered the way it handles 
change orders.

“Subcontractors will no longer bear the burden of funding 
these orders themselves and will now have ample time to 
negotiate a final price. SCA’s modifications are a major 
development for our industry,” says Fred Levinson, President 
of the Subcontractors Trade Association and Chairman of 
STA’s NYC School Construction Authority Committee who 
has been working diligently to effect change in SCA’s Change 
Order Procedures. 

A	Change	Had	to	Come 
SCA’s new policy is effective for all new contracts advertised 
for bid after March 19, 2008. For any change order equaling 
or exceeding $50,000, including the contractor and all the 
subcontractors involved in that specific change order, the 
Authority’s engineer/architect will provide an estimate along 
with the Notice of Direction (NOD) for the change. The 
general contractor is permitted to bill 80% of that estimate. 

Within 90 days of receiving the change order, the general 
contractor must provide an estimate for the job. “At least 
now the subcontractor can negotiate the final price with the 
SCA with a good percentage of the price of the work already 
approved and scheduled for payment,” said Levinson.

This is a significant advance from the longstanding practice 
whereby contractors themselves would end up funding the 
work specified in change orders, and had only 15 days to 
respond to the SCA with a revised price.
 
How	the	New	Procedure	Works
The new procedure for change orders (Article 7.04 of SCA’s 
contract, Allowance Change Orders) works as follows:

1. SCA issues Notice of Direction (NOD) for a change
    in work.

2. SCA sends NOD and an allowance change order to the
     general contractor with architect/engineer’s estimate of
     the job’s value.

3. General contractor can bill 80% of the estimate.

4. The general contractor must submit to the SCA
     within 90 days a detailed proposal of the cost resulting
     from the NOD.

A	More	Efficient	Way	of	Doing	Business
The SCA’s policy revision, in addition to relieving contractors 
of having to fund change orders themselves while having 
only a small window of time to give their own estimate, will 
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“Subcontractors will no longer bear 
the burden of funding these orders 

themselves and will now have ample 
time to negotiate a final price.”

- Fred Levinson
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also streamline the whole procedure for change orders. For 
the SCA, the new procedure will reduce the change order 
department’s work load and the time required to process 
orders. This obviously is a win-win situation for both the 
subcontractors and the SCA.

The SCA’s new method for handling change orders may 
not be perfect, but it’s a big step in the right direction, and 
subcontractors have come out ahead. “I don’t believe anyone 

else in the private sector or any other public agency has 
made such a great advance,” said Levinson.

“Sharon Greenberger, SCA’s President; George Toma, SCA’s 
Vice President of Construction Management and Barbara 
McIntyre, Director, Change Order Unit should all be 
congratulated for taking the steps needed to make SCA one 
of the City’s most progressive public agencies with which to 
do business,“ added Levinson. 
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Most of you told me it could not get done. That I was tilting at windmills.
Those of you who said it were wrong.

It took a business person (Sharon Greenberger) an old dog construction person (George 
Toma) and a beleaguered estimator (Barbara McIntyre) to do it.

After years of having to fund SCA change order work out of our pocket, the rules have 
changed. We now will be paid as the work progresses. The General Contractor will have 
a short window to get the pricing into the SCA, and we are promised a speedy review and 
negotiated settlement. Sharon, George and Barbara had the good sense and courage to effect 
this change, and we all applaud them.

This now is the premier agency to work for, and if you are not, it’s your loss

   Sincerely,
   Fred Levinson
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for a long perIod of tIme, new york 
contractors, subcontractors and specIalty 
trade contractors have faced “no damage 
for delay” clauses in public and private 
construction contracts. STA and others have 
fought the “good battle” to penetrate the 
“no damage for delay” wall in both public 
and private sectors, facing fierce opposition 
against a fair application or elimination 
of such rules. Yet it is noteworthy that 
the Federal government has by and large 
fared well on its projects with a reasonable 
application of compensation for owner 
caused delays. In fact federal law allows 
recovery of direct damages on federal 
projects where the Owner has prevented the 
contractor from achieving early completion 

of its work. Consequently a contractor 
and subcontractors may recover for delay 
damages suffered where the Owner’s actions 
or omissions prevents a contractor and its 
subcontractors from completing their work 
before the contractual completion date. Thus 
where a trade contractor was prevented from 
achieving an early completion of work by the 
Owner’s actions or omissions, contractors 
and their subcontractors may recover 
damages suffered where early completion of 
the project was frustrated.

Under federal law not only direct damages, 
such as increased labor costs and increased 
material prices may be recovered by 
contractors and their subcontractors 
when they were prevented from achieving 
completion prior to the contract completion 
date, but if a trade contractor is delayed 
by the Owner’s breach of contract from 
achieving early completion of its work, it 
may be entitled to unabsorbed home office 
overhead expenses attributable to delay 
caused by the Owner. 

Consequently if it can be shown that early 
completion of the work was intended and 
planned at contract time, unabsorbed home 
office overhead expense, is an element of 
damage that may be recovered when it can be 
shown that but for the owner-caused delays 
the contractor’s planned early completion of 
the work was frustrated.

Federal construction law tends to provide 
a more level playing field and it appears 
that the Federal government has fared well 
as a result. Contractors who can anticipate 
fair treatment are able to bid without fear 
of inequitable treatment resulting from 
unfair contract provisions. It is patently 
inequitable for a public entity to be able to 
assess damages for late performance and 
also impose “no damage for delay clauses.” 
It is equally unfair for contractors and 
subcontractors to suffer delayed payments 
and delays in issuance and payment of 
change orders. At the end of the day, a 
contractor who wants to survive public work 
must allow for such unfavorable conditions 
at bid time, or as an alternative seek more 
favorable work in other sectors.

If the federal government can survive 
reasonable and equitable contract 
conditions, local government should also 
be able to do so in its own neighborhood. 
This is one man’s opinion, but I am sure 
that many men and women in construction 
share it with me.

Jay Kushner is General Counsel to the 
Subcontractor Trade Association. He is Of 
Counsel with the firm of Alvy & Tablante. 
He can be reached at 516-328-7181.
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LEGAL LOG

By Jay Kushner, Esq., STA Legal Counsel

DAMAGES FOR DELAY, 
FEDERAL STYLE
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For over 60 years, Lovett Silverman has 
provided construction solutions that have set 
industry standards for constructability.
    
During all phases of construction, we bring our expert
pre-construction, scheduling and project management services. 
When project challenges arise, we provide the claims, litigation 
support and expert witness services you need.

A national construction consulting practice, we are ready 
to build with you.

For more information please contact
John Lovett at jlovett@lovett-silverman.com
or visit www.lovett-silverman.com

CONSTRUCTION 
SOLUTIONS
THAT BUILD
NEW YORK

SILVERMAN
LOVETT

CONSTRUCTION CONSULTANTS

LOVETT SILVERMAN CONSTRUCTION CONSULTANTS
New York • New Jersey • Massachusetts • Washington, DC • Florida • California • Hawaii 

800.787.5898
www.lovett-silverman.com
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“IntegrIty and safety go hand-In-hand,” saId buIldIngs 
commIssIoner patrIcIa lancaster, head of the New York 
City Department of Buildings.  “Department integrity, 
especially with regard to building inspectors, has been a 
major priority for us.”

Commissioner Lancaster, who has been lauded as one of the 
most innovative buildings commissioners and is responsible 
for a major overhaul of both the department and the New 
York City Building Code, agrees  there are still important 
changes to make within her organization.

Furthering her early initiative to remove corruption at the 
Buildings Department,  she has implemented mandatory 
“Integrity training” for inspectors, and “mandatory” means 
just that, according to Commissioner Lancaster. “Those 
who fail to attend are docked vacation pay,” she said as she 
addressed the Subcontractors Trade Association’s General 
Membership Meeting recently.

Commissioner Lancaster spelled 
out key initiatives she has 

championed, including improved 
scaffolding safety, automation 
of inspection scheduling, 
heavier use of technology for 
compliance procedures and 
many other innovations. She 
also described major changes 

at the department, including 
the implementation of a new 

buildings code and increased 
training for building inspectors.

Building	Safety	More	Important	than	
Ever

With so many construction 
projects in progress in New 

York City, and a limited 
number of inspectors 
available, building 
safety can pose a major 

challenge. The recent accident involving a collapsed crane in 
Midtown Manhattan and the tragic consequences, including 
seven fatalities, points to the immensely high stakes involved 
in ensuring building safety remains a top priority. “The new 
Buildings Code is a foundation for safety and is the result 
of the first major revision since 1968,” said Commissioner 
Lancaster. 

It is designed to improve upon an antiquated, convoluted 
and perplexing code that grew out of decades of piecemeal 
modifications.  “In the past, if there was a problem with the 
code, the department would just slap another regulation on 
it, and soon they starting piling up,” she said. “It was like 
your garage, when it fills up with old bassinets and yard 
equipment and broken ironing boards, to the point where 
you can’t even open the door. Things are different today.”

The	New	Code	Affects	How	Subcontractors	Will	Work
The new code is effective July 2008 and will be mandated 
for construction projects in 2009. Some of the new safety 
provisions in the code include a requirement for an onsite 
safety inspector at all buildings of more than 10 stories, 
improved sprinkler systems, wider staircases and more. 
Also, the code is intended to promote sustainability, a key 
issue in New York City especially where buildings account 
for 80% of carbon emissions.

Changes at the Department of Buildings of course mean 
changes for the way subcontractors work. Fortunately, 
though, the industry, in Commissioner Lancaster’s words, 
“stepped up to the plate,” especially in the wake of 9/11, and 
made a significant contribution to helping draft the new 
code.

 She cited the cooperation of STA Executive Director Ron 
Berger and STA’s leadership. Their efforts were part of 
the more than 300,000 pro bono hours that over 400 
volunteers from industry, real estate, labor and government 
donated, all in the service of making the new code one that 
will work better and that will ultimately facilitate both 
compliance and economic development.

New	Building	Code
Integrity	and	Safety	Go	Hand-in-Hand	
Buildings	Commissioner	Patricia	Lancaster	Speaks	at	STA’s	General	Membership	Meeting		
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The worst baseball player earns $500,000?

The worst football player earns $400,000?

A terrible manager of a pro team earns $600,000?

And the Commissioner of the N.Y.C.D.E.P., who oversees billions 
of dollars of work per year, watches over our potable water system

makes less than $200,000 per year?

CAN SOMEONE EXPLAIN THE LOGIC??

The “public servant” rhetoric doesn’t pay the bills.

Leaders should be fairly compensated for their position and 

efforts.

JUST MY OPINION!

STA	OP-ED
ONE SUBCONTRACTOR’S PERSPECTIVE
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Allied North America
Risk Management Specialists to the Construction Industry

Workers’ Compensation Safety Group part of the leading broker’s
complete insurance and surety solution for STA members.

allIed north amerIca Is the natIon’s largest Insurance and surety 
broker specializing in the construction industry.  Founded in 1979, 
Allied has grown into a strategically-joined group of companies 
dedicated to helping contractors, builders and owners handle any 
construction risk-related challenge.

One of the biggest challenges facing this industry is workers’ 
compensation. Such claims account for a significant portion 
of casualty risk and a majority of casualty costs industry wide, 
so keeping these costs in check can go a long way in keeping a 
construction company – particularly a subcontractor – financially 
strong. That’s why Allied North America supported the STA as they 
launched the Empire State Subcontractors Association Safety Group 
560 in 1994, according to David Marino, President of Allied North 
America Insurance Brokerage of New York, LLC and member of the 
STA Executive Advisory Board.
 
“Because of our close relationship with the STA, we recognized the 
need for such a group in the subcontractor market,” Marino explains. 
“While many subcontractors run large payrolls, their business size 
prevents them from getting the best market pricing on such coverage 
on their own.”

STA	Safety	Group	Saves	Members	Money   
A cost-effective, efficient way to help STA members meet the need for 
Workers’ Compensation insurance requirements – and the demands 
of their business budget – the STA-sponsored group is managed by 
Allied Safety Management, a division of Allied North America.
  
Available to small- and mid-sized businesses in dozens of 
construction-related business classification codes, this insurance 
program enables unionized STA members to pool their insurance 
premiums – and reduce costs.  Unlike other workers compensation 
insurance programs, the NY State Insurance Fund (NYSIF) safety 
group is a fully-insured guaranteed cost program that:

• Spreads the risk from the individual policyholder to the
   entire group
• Pays dividends to members based on the losses of the entire group
• Never charges additional premiums to individual members
   beyond their earned premiums for a given year.

So what sets the STA Safety Group apart?  It’s the experience of the 
professionals – and the resources of the organization – that stand 

behind it, according to John Blackmore, Allied Vice President and 
Director of Workers’ Compensation.

“No other safety group available to STA members offers the depth of 
expertise, the financial stability, or the breadth of insurance solutions 
that we offer through Empire State Subcontractors Association 
Safety Group,” he explains. Safety Group members not only save as 
much as 25% on their annual premiums, they also earn an annual 
dividend based on performance, which has averaged 23% over the 
past five years. To date, Safety Group members have received over 
$7.8 million in dividends and $9.5 million in premium discounts.  
The Group also is financially strong, with a contingent balance well 
in excess of 100% of the premium.

Comprehensive	risk	management	solutions
Such bottom-line benefits are only the beginning for Group 560 
members, according to Blackmore. Members also have access to 
the full resources of Allied North America, from the company’s full 
range of construction insurance and surety services, to its in-house 
claims processing, loss control and safety management experts.

Combining the most advanced, state-of-the-art real-time claims 
management technology with our team of seasoned professionals, 
Allied works with the State, Insurance carriers and insured to 
accelerate claim closures – and reduce their potential costs – with:

• 24/7 claim reporting 
• Diligent online claims monitoring
• Experience Modification reviews
• Underwriting & Payroll Auditing expertise

Because the best way to control losses from workers’ compensation claims 
is to prevent them, STA Safety Group members automatically benefit 
from the knowledge and expertise of American Safety Consultants, 
Allied’s loss control division. American Safety’s experienced specialists 
and range of services offer members new ways to effectively manage 
losses and prevent foreseeable accidents to help:

• Reduce employee injuries-and the resulting workers’ 
   compensation expense
• Meet all local, state and Federal mandates, including
   JCAHO, OSHA, DOT and EPA guidelines 
• Satisfy individual training needs with a choice of programs
   and services.

CONTINUED ON PAGE 13
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DRIVEN.
We go above and beyond for every client, every day.

Our passion drives us, our commitment gets it done.  That’s why this industry’s biggest names count on Allied North America.  As 
construction insurance specialists, our clients count on us for what we know and who we are.  We’re passionate professionals 
respected for our knowledge and consistency, joined together from coast to coast by an unwavering industry focus that’s guided 
our growth for over 25 years.  Allied North America: Risk management specialists for the construction industry.

1-866-525-3606 |  www.alliedna.com

President & COO
Allied North America

HENRY LOMBARDI

ALLI2007_Henry_7.5x9.5_SCN_4C.in1   1 10/1/07   3:52:50 PM



8 STA Subcontractors News 9April 2008

when evaluatIng 
a contractor for 
fInancIng or surety 
credIt, a cornerstone 
of that decision rests 
on the firm’s financial 
statements. Reliable 
financial statements are 
essential to establish a 
credit relationship that 
will last. Underwriters 
conduct thorough 
reviews of current 
financial statements 
including audited or 
reviewed statements 
and internally prepared 
financial statements. If 
you can show consistent 
financial performance 

and a willingness to disclose information about the company 
and any related party transactions, you will establish 
credibility, and underwriters will be more receptive to 
extending or increasing your credit or bonding line.

Underwriters often require that your financial statements 
are prepared by a reputable and qualified CPA firm 
known in the construction industry. It is required that 
the documents be at least review quality CPA-prepared 
financial statements, in accordance with Generally Accepted 
Accounting Principles (GAAP). Certain guidelines must be 
followed in order for the financial statements to be accurate. 
You should be using the percentage of completion method 
for revenue recognition (the most commonly used method 
for recognizing income for financial statement purposes). 
The statements must contain the required balance sheet, 
income statement, reconciliation of retained earnings, and 
the statement of cash flows. 

Your financial statements should also include the following: 
a schedule of earnings from contracts (summary of revenue, 
costs and earnings for jobs in progress and jobs completed) 
that agree with the income statement; a contract receivable 
aging schedule by job (with retainage and unbilled shown 
separately); a schedule of work in process with revenue, 
costs and earnings to date and revenues, costs and earnings 
for the period being reported on; a schedule of completed 

contracts with final revenue, costs, and earnings for the 
completed project and revenues, costs and earnings for the 
period being reported on; and a schedule of general and 
administrative expenses. 

The work in progress schedule should show the costs and 
estimated earnings in excess of billings, and the billings in 
excess of costs and estimated earnings by job, totaling what 
is shown on your balance sheet. Indirect costs not allocated 
to jobs will be questioned and if they are not fully allocated 
to the jobs, then these amounts should be shown on the 
schedule of earnings. 

Your disclosures should be extensive and detailed. You must 
have the required standard disclosures for any business, plus 
those that pertain specifically to contractors:

1. Method of revenue and cost recognition—completed
contract or percentage of completion, how percentage
of completion is determined and method of accounting
for change orders and claims;

2. A contract receivable summary footnote with details
including any unbilled receivables that may have been
picked up for unapproved/unpriced change orders or
claims, related party amounts and a statement regarding
long-term retainage;

3. A summary of costs and estimated earnings on
uncompleted contracts should be included, with details as 
to any unapproved/unpriced change orders that may be in 
the numbers;

4. A subcontractor retainage payable footnote with amount
 and what is considered long-term;

5. A contingent liability footnote disclosing the general
 indemnity agreement with the surety;

6. A change in accounting estimate footnote with the
 amount included in revenues for the period; 

7. A schedule of contract backlog.

There also should be a note to the financial statements 
disclosing the relevant facts of significant litigation. 
Disputes and litigation are normal occurrences in many 

One of the undeniable keys to successful growth for a construction company is ready access to 
financing and surety credit. If a contractor is not properly prepared, the process can become 
burdensome, time-consuming and may even fail, leaving the contractor stuck in neutral, unable to 
grow.  This article will serve as a primer, helping a contractor understand what banks and sureties 
look for and helping you better prepare yourself to provide them with the financial information 
they need to grant you the credit you need to take your business to the next level.

WHAT	UNDERWRITERS	LOOK	FOR	
ON	YOUR	FINANCIAL	STATEMENTS

CONTINUED ON PAGE 13
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“Team chemistry isn’t confined to the diamond.”
JOE TORRE ON THE ART OF MANAGING

Offices in New York, California, Connecticut and throughout New Jersey www.jhcohn.com 1-877-704-3500

J.H. CohnWelcomesMarden,Harrison &Kreuter
to its Construction Industry Practice. An Ideal Teammate.

A combination of industry expertise and a dedicated team of 70-plus professionals, enhanced by partner-level involvement,
make J.H.Cohn’s Construction Industry Practice an ideal teammate for any construction business.Along with an 88-year track
record of technical competency in its own field, J.H.Cohn enjoys well-established relationships with the industry’s bonding,
banking, surety and legal professionals.As long-standing and proactive supporters of industry associations, J.H.Cohn and
Marden,Harrison &Kreuter have earned the confidence and trust of their more than 200 NY/NJ area contractor clients.

As the largest regional accounting and consulting firm headquartered in the Northeast,we have room for more.

How Are You Managing?SM
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subcontractors often have to waIt for the release of 
their retainage.  But how long can a General Contractor 
(GC) continue to hold retainage funds?  

From the GC’s point of view, it needs to hold the retainage 
as an offset in case the owner assesses back-charges or 
liquidated damages upon close out of the project that are 
based upon defects in the subcontractor’s work.

From the subcontractor’s perspective, retainage should be 
released upon successful completion of its work as opposed 
to completion of the entire project.  Earlier trades, in 
particular, would have to wait potentially for years on major 
projects until retainage was released.

The courts are in general agreement that a contractual 
provision which does not require the release of retainage to 
a subcontractor until the GC has received its retention from 
the owner does not run afoul of the “paid if paid” prohibition 
established in the landmark West-Fair Electric decision 
interpreting §34 of the NY Lien Law.  The courts have held 
that such a provision merely fixes the time at which payment 
(release of retainage) is due and does not shift the risk of the 
owner’s non-payment from the GC to the subcontractor.  

However, after a project is completed, the subcontractor 
does not have to wait indefinitely until the GC’s retainage 
is released by the owner.  That would shift the risk to the 
subcontractor and would run afoul of the “paid if paid” 
prohibition. 

Generally, there are two determinative factors: (1) is there 
a provision in the subcontract authorizing the GC to hold 
all retainage until the project is completed and its own 
retainage is released; and (2) if the project is complete, has 
the owner alleged any defects in the work of the particular 
contractor in maintaining retainage funds of the GC.  

Two recent New York State appellate courts have recently 
reviewed this issue.  The decisions of these courts highlight 
that it is not the GC, but the owner, in approving or 
contesting the propriety of contract work, that is the 
key to whether the GC can rightfully continue to hold a 
subcontractor’s retainage.  In both cases the subcontractor 
sued for its share of retained funds.

In the first appellate case, the subcontractor sued 
for the balance due on its subcontract relating to the 
delivery and installation of food service equipment on a 
school reconstruction project.  The GC had paid the full 
subcontract price, less the contractual 10% retainage.   As 
a defense, the GC claimed that since the owner had not 
accepted the project as finally complete, the contractor had 

no obligation to release the retainage.  The  subcontract 
provided that the GC could withhold the 10% retainage until 
such time as the entire construction project was completed 
and accepted by the owner of the project.

In response, the subcontractor asserted that this retainage 
provision was an unenforceable “pay-if-paid” clause, which 
is void against public policy in the State of New York.  The 
appellate court disagreed, finding that this provision merely 
fixed the time when payment of the retainage was due and 
did not shift the risk of the owner’s failure to pay upon 
the subcontractor, which is the standard in assessing the 
validity of a “pay-if-paid” clause.  Since the sufficiency of the 
subcontractor’s work had yet to be accepted by the owner, 
the GC rightfully could continue to hold the subcontract 
retainage.
 
Conversely, in the second appellate case, a mechanical and 
plumbing subcontractor on a project at the Turning Stone 
Casino & Resort sued the GC for various damages based 
upon its alleged breach of the subcontract agreement.  The 
subcontractor was successful in obtaining a judgment 
for payment of its entire contract balance, including its 
retainage.  The subcontractor established that it had 
completed its work in full under its subcontract.  Although 
the GC alleged that backcharges were asserted by the owner, 
no evidence was produced to show that this subcontractor’s 
work was defective or in any way part of the basis for the 
owner’s backcharges.  The court, therefore, found that the 
GC did not have a legally valid reason for continuing to hold 
this subcontractor’s retainage.

G	&	C	Commentary:

The timing of the release of retention is a matter for contract 
negotiations.  Generally, the GC will attempt to contractually 
require that it is not obligated to release retention to his 
subcontractor until such time as the GC has received his 

Release	of	Subcontractor	Retainage:	
WHEN	IS	IT	LEGALLY	REQUIRED?

By Henry L. Goldberg, Goldberg & Connolly

Henry L. Goldberg

CONTINUED ON PAGE 13
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IBEW Local No. 3 Supply House
2 New Main Street • East Orange, New Jersey 07019

YOU NEED WHAT!... by WHEN?

VVON ROHR 
EQUIPMENT CORP.

If you’re not Buying, Renting or Repairing from Von Rohr, we’re both losing money!

At Von Rohr we know the value of great service.  We do whatever it takes 
to get you what you need, exactly when you need it. Whether it’s a 24-volt
cordless drill, demolition hammer or computerized state-of-the-art conduit
bender, Von Rohr Equipment has it and always delivers.

We inventory more than 15,000 items from major suppliers such as Greenlee,
Ridgid, Dewalt, Bosch, Sumner, Wright Tool, Milwaukee and Knaack, to name
just a few. Our extensive stock meets the needs of the unionized subcontractor
and we are proud to be serving the greater New York metropolitan area.

One of our best 
customers’ says,

“We make it happen”
but...with the help of 
von Rohr Equipment

VON ROHR AD Mky  2/21/08  11:34 AM  Page 1
STA Subcontractors News 10April 2008



April 2008 13STA Subcontractors News

businesses, but they are especially prevalent in the 
construction industry. The schedule should show backlog 
at the beginning of the period, new contracts awarded, 
contract adjustments, revenue recognized for the period 
and backlog at the end of the period. It should also include 
a disclosure of new contract amounts signed subsequent to 
the period reported. 

When underwriters analyze the balance sheet, there are 
a number of things they look for. In terms of Cash/Note 
payable position, underwriters want to see that you can 
support your day-to-day operations internally with little 
or no dependence on outside sources (i.e. the bank). They 
prefer that the contractor uses his line of credit only for 
short periods of time and not as permanent financing. The 
aging of receivables is examined so any receivables that are 
outstanding for more than 90 days are analyzed, as well 
as any allowances for doubtful accounts. All under billings 
will be questioned and underwriters will want to look at 
subsequent activity to see if these amounts have changed 
and/or if the profits on the jobs have held. Over billings 
will be examined as well. This can often be an excellent 
way to take advantage of the “owners” money; however, it 
is comforting to see the majority of these funds in the cash 
balance. Your payables are looked at in comparison to your 
receivables. The underwriters want to make sure you are 
not collecting receivables without paying corresponding 
payables to show a larger cash balance. 

Taxes can fall into two categories, current and deferred. 
If deferred taxes are created from a difference in how 
the contractor reports taxable income, then this liability 
should be shown as a current liability. Underwriters will 
analyze working capital and will likely disallow or discount 
prepaid expenses (except taxes), inventory, old outstanding 
receivables (more than 90 days), and related party 
receivables. However, they may add cash surrender value of 
life insurance to the current asset amount. This important 
calculation can directly impact the amount of surety credit 
extended since many underwriters use working capital 
multiples as a tool to determine how much credit will be 
given.

Another figure in your financial statement that can have a 
direct impact on the amount of credit extended (multiples 
used by surety underwriters to determine capacity) is 
net worth. There is a great need to retain as much of the 
previous years’ profits as possible to enable a contractor to 
get the surety bonds and credit line needed to grow in the 
future. The current ratio (current assets divided by current 
liabilities) and debt to worth ratio (total liabilities divided 
by net worth) are also compared and used in the decision 
process. The current ratio should be at least 1:1 and debt 
ratio should be either below 2:1 or 3:1 depending on the type 
of contractor.

retention from the owner.  Such a contract clause has the 
effect of requiring the subcontractor to wait until the project 
is completed before it has a claim to its retention.  Such a 
provision is enforceable.  

Addressing this issue during subcontract negotiations is 
critical.  Subcontractors, especially those who perform early 
trades, should attempt to negotiate “hold-until-the-end” 
provisions out of proposed subcontracts.  Subcontractors 
should insist that once the owner has paid for and accepted 
the subcontractor’s work, that the subcontractor be entitled 
to the release of its retention regardless of whether or not 
the owner still holds retention against the GC.

Retainage is not an insurance fund that the GC can use at 
its whim to reduce the risk of its own unrelated payment 
shortfalls or backcharges imposed by the owner that do not 
relate to the particular subcontract.  If the subcontractor’s 
work has been accepted as complete, or if there is no 
evidence that any deficiencies have been raised by the owner 
that relates to the particular subcontractor’s work, then 
there is no legitimate reason for the GC to continue to hold 
the subcontractor’s retainage.  

However, if the owner has not yet finally accepted the work, 
or if there is evidence that the owner has rejected or found 
deficient all or a portion of the subcontractor’s work, the 
GC rightfully may continue to hold all or the appropriate 
portion of the subcontractor’s retainage to ensure 
remediation and acceptance of the subcontractor’s work.

WHEN	IS	IT	LEGALLY	REQUIRED?
CONTINUED FROM PAGE 11

Implementing such loss control initiatives is key to the 
comprehensive risk management program Allied can create 
for STA members.  Combining solid strategic thinking, strong 
relationships with top-rated carriers and an unwavering 
construction-industry focus, the resulting program may 
include:

• Commercial property and casualty
• Automobile liability insurance
• Life and health insurance
• Surety bonding programs specifically designed for the
   subcontractor market.

“Allied’s single-source insurance and surety solution and 
long-standing construction industry focus, make becoming a 
member of the STA Safety Group a smart choice for the small 
and mid-sized subcontractor looking for cost-effective workers’ 
compensation coverage and more,” Blackmore concludes.

To find out more about becoming a member of the Empire State 
Subcontractors Association Safety Group 560, contact: Allied North 
America  at 866-525-3606.

For more information on Allied North America, visit
www.alliedna.com

Allied North America
Risk Management Specialists to the Construction Industry

CONTINUED FROM PAGE 9

CONTINUED FROM PAGE 7

WHAT	UNDERWRITERS	LOOK	FOR	
ON	YOUR	FINANCIAL	STATEMENTS

CONTINUED ON PAGE 17
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Goldberg & Connolly.
The reinforcement you 
need in construction law.

For more than half a century, Goldberg & Connolly has been
the most trusted name in providing high-level legal counsel 
for difficult, complex construction controversies. 

To discover how our exceptional depth and breadth of 
experience can be applied to challenges you face, please call
Henry L. Goldberg, our Managing Partner, at 516 764-2800.

Construction Law �

Government Contracting �

Contract Claims �

Surety Law �

Labor Relations �

Real Estate Transactions �

Commercial Litigation �

The G&C Building
66 North Village Avenue
Rockville Centre NY 11570
Ph  (516) 764-2800
Fax (516) 764-2827

New York Construction

7 x 4-7/8”
Half Page

300 dpi pdf

October 2006

Built on a foundation of leadership
in construction law  

www.GoldbergConnolly.com

Truck, Van and Vehicle Outfitter for Those Who Work and Live on the GO.
GOwork On March 26th...

We Will RackYourWorld!

10 Robertson Avenue, White Plains, NY 10606 

1.866.517.RACK

Now Open in White Plains on Route 119, Exit 5 on Interstate 287

Be prepared to have your world racked on March 26th!!!

Rack & GO has partnered with the STA to offer its

members the most comprehensive selection of truck and

van accessories specifically designed for contractors. Be

sure to stop by the Rack & GO display at the next general

membership meeting to discuss your fleets' needs and

receive a special gift courtesy of Thule Pro. For more

information, visit rackandgo.com or call 866.517.RACK

and ask for Steve Frind.
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SATURDAY,	MAY	3,	2008

Silver	Shovel	Award	/	Developer	of	the	Year
Design & Construction Team, Brookfield Properties’

3 9 t h  A n n u a l  C on s t r u c t i on
Awa r d s  Di n n e r  &  C a s i n o  N i g h t

STA Annual 2008 Construction Industry Awards

CELEBRATE WITH US AND HONOR THE ACCOMPLISHMENTS
OF OUR 2008 INDUSTRY LEADERS

Builder	of	the	Year
Pat A. DiFilippo
Turner Construction

Subcontractor	of	the	Year
Raquel Nuñez, Nuñez Electric

Public	Official	of	the	Year
Sharon Greenberger,
NYC School Construction Authority

Michael	Mazzucca	Lifetime	
Achievement	Award
Gilbert Rivera,
Park Avenue Building & Roofing Supplies,
Posthumously

SUPPORT	OUR	AWARDS’	JOURNAL

	 	 							B&W	 	 Gold						 					Platinum
Full	Page	10”	x	7”	 							$600	 	 $800	 					$1,250
Back	Cover	 							$3,500
Inside	Cover	 							$2,750

Russo’s	on	the	Bay
162-45 Cross Bay Blvd., Howard Beach, NY 11414

RESERVE	YOUR	SEATS

SOLD
SOLD

Make your table reservations early. 
Seats are $500 per person or $450 
per person for a table of 12 or more.

SPECIAL	‘THANK	YOU’	INCENTIVE
For every $5,000 or more of journal 
advertising or dinner reservations, 
you will receive a free dinner ticket.

WHO	TO	CONTACT
Call Ron Berger at 212.398.6220 or email him at stanyc.berger@verizon.net
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As you can see, there are many aspects to a financial 
statement that underwriters will be examining to make 
credit decisions. If prepared properly, financial statements 
should serve as a guide to the financial situation of your 
business, allowing you to run your business better and 
enabling you to provide any single piece of information to a 
surety or banker on request. 

The best way to make sure your financial statements are 
well-prepared, thorough and accurate, is to work closely 
with a trusted CPA firm with experience in the construction 
industry and to provide them all the details and supporting 
information they need.  With a well prepared set of 
financial statements, you’ll find the job of securing credit 
considerably easier and will be able to concentrate on the 
successful growth of your company.

Robert J. Brewer, CPA, CCIFP is a partner at Grassi & 
Co., who specializes in working with construction-related 
companies, helping them with financial reporting, 
management issues, and tax planning strategies enabling 
business owners to run their companies more effectively and 
more profitably.  He is one of a select group of people across 
the country who holds the prestigious Certified Construction 
Industry Financial Professional (CCIFP) Designation. He 
also runs the firm’s consulting practice. Rob can be reached 
at 516-336-2420 or via email at rbrewer@grassicpas.com.

WHAT	UNDERWRITERS	LOOK	FOR	
ON	YOUR	FINANCIAL	STATEMENTS

CONTINUED FROM PAGE 13
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SPECIALIZING IN CONSTRUCTION LAW FOR OVER 40 YEARS

Business Practice Interchange
Robert J. Ansbro 718-786-6363

Insurance & Bonding 
William Hass 914-769-2220

Dinner Dance & Journal 
Fred Levinson 718-961-9600

Membership Committee
David Harron 212-505-7630

Legislative
Arthur Rubinstein 718-417-0600

Public Agencies  
Joe Azara  
Larry Roman 914-776-8000
Gary Segal 718-641-5000

Program & Education 
Raquel Nuñez 718-786-6473

School Construction Authority
Fred Levinson 718-961-9600

Architects & Engineers
Ron Berger 718-398-6220

Business Development 
Jerry Liss  718-728-0600Technology

John Rapaport 914-380-8133

Welcome New STA Members

STA COMMITTEES

Darren	Winter
M&D Millwork, LLC
45 Ranick Drive East
Amityville, NY 11701
Tel: 631-608-4444
Fax: 631-608-4445
dw@mdmillwork.com
Woodwork

Martin	J.	Regine
Jasper Surety Agency, LLC
137 Willis Avenue, Suite 300
Mineola, NY 11501
Tel: 516-742-8815
Fax: 516-742-8819
Insurance Surety/Bonds

Yves	R.	Jerome
AUL Sheet Metal Works, Inc.
P.O. Box 138
Bronx, NY 10470
Tel: 718-325-7417
Fax: 718-325-8270
auloffice@aulsheetmetalworks.com
HVAC

Richard	Breslaw
George Breslaw & Sons, Inc.
559 West 45th Street
New York, NY 10036
Tel: 212-265-4023
Fax: 212-265-4241
richardbreslaw@breslawplumbing.com
Plumbing & Heating
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Dominick Scotto
President

Armitage & Co., Inc.
A USI Company
Construction Practice Group
125 Froehlich Farm Blvd.
Woodbury, NY 11797
www.usi.biz
Email: dominick.scotto@usi.biz

Phone: 516.921.6700, Ext. 324
Fax:     469.675.6691
Cell:    516.978.1445

PROTECT.  MANAGE.  GROW.

STA has redesigned its website.

For more information, please visit
the site that now includes several 
special features:

MWBE Trade Directory
• A searchable Members Directory
• Archived STA Newsletters
• Current Calendar Events
• Monthly Updated Homepage 

Vist and find out more at
http://www.stanyc.com

Visit	STA’s	New	Website



STA - NEWSLETTER - KNOWLEDGE- LIBRARY - APRIL 08
7.5X4.5

OTHER OFFICES:
MANHATTAN, WESTCH-

GRASSI & CO.
CPAs & SUCCESS CONSULTANTSTM

WWW.GRASSICPAS.COM 

HEADQUARTERS:
LAKE SUCCESS
516-256-3500

OTHER OFFICES:
MANHATTAN, WESTCHESTER, 
CHARLOTTE, NC

AN INDEPENDENT MEMBER FIRM OF MOORE STEPHENS INTERNATIONAL LIMITED 
WITH OFFICES IN PRINCIPAL CITIES WORLDWIDE

KNOWLEDGEABLE
GRASSI & CO - CPA’S & SUCCESS CONSULTANTS

“Knowledge is of two kinds“Knowledge is of two kinds.. WWe know a subject oure know a subject ourselvesselves,,
or we know wheror we know where we can find information on it.e we can find information on it.””

SAMUEL JOHNSON SAMUEL JOHNSON 

KnowledgeableKnowledgeable...Gr...Grassi & Coassi & Co..
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SUBCONTRACTORS	NEWS
1430 Broadway • Suite 1600
New York, NY 10018
T:   212.398.6220
F:   212.398.6224
e-mail: subcontractorstrade@verizon.net
website: www.stanyc.com

Officers
Fred Levinson, President
Robert Samela, Vice President
Gary Segal, Vice President
W. Scott Rives, Treasurer
Jerry Liss, Secretary
Ronald S. Berger, Executive Director

Upcoming	Events

Executive	Committee	Meeting
Thursday, May 1, 2008 – 8:00 AM

Board	of	Directors	Meeting
Tuesday, May 6, 2008 – 5:30 PM

General	Membership	Meeting
Wednesday, May 28, 2008 – 5:30 PM
Terrace on the Park

Annual	Construction
Awards	Night	&	Dinner
Saturday, May 3, 2008 – 7:00 PM
Russo’s on the Bay

Annual	Golf	Outing
Monday, June 23, 2008
Cherry Valley Golf Club

Board	of	Directors:

ROBERT ANSBRO
The New York Roofing Company

JOSEPH AZARA
C.D.E. Air Conditioning

MICHAEL D. CHAFETZ
MDC Construction Management, Inc.

JOHN A. FINAMORE
Jordan Panel Systems Corp.

BENEDETTO GIAMBRONE
B.G. National Plumbing & Heating, Inc.

CRAIG GILSTON
Gilston Electrical Contracting

HENRY L. GOLDBERG
Goldberg & Connolly

DAVID HARRON
A/C Electric

MITCHELL MERDINGER
C.D.E. Air Conditioning

MONET MILAD
Milad Contracting Corp.

RANDY RIFELLI
United Iron, Inc.

GUY VANDEVAARST
Empire System Solutions

JOHN VILLAFANE
Eldor Electric, LLC.

ROBERT WEISS
A.J. McNulty & Co., Inc.

April 2008

FORMER	ACTIVE
STA	PRESIDENTS

Arthur Rubinstein
Alan Nathanson (Honorary)

Lawrence Roman
Larry Weiss

Gregory S. Fricke, Jr.
Ron Berger


