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Message from the PRESIDENT

Strategic Planning Outlines 
a Stronger AGC by 2013

Kelly Hafeman
2010 AGC of Wisconsin President

The AGC Board of Directors, Staff
and member representatives met for
two days in May to prepare the

association for the next few years.  The
strategic planning effort reaffirmed that
AGC of Wisconsin’s comprehensive ser-
vices, professional staff and penetration in
the construction industry are strengths
that set it apart.  

It didn’t take a crystal ball to predict
what our challenges would be in the next
three years – a slow growing economy,
new leadership at the State Capitol and
increasing pressure for everyone to do
more with less.  With those challenges in
mind, the strategic plan does not call for
totally new initiatives in the next three
years.  The vision is that in 2013, AGC of
Wisconsin is stronger in membership,
reserves and influence.

• Membership Engagement – While
developing new members remains
critical for the association, engaging
current members is the focus.  You can
count on AGC to continue to offer
more regional meetings, visit your
offices, and work to engage your
employees.

• Financial Strength – The financial
strength of the association has great-
ly improved in the last six years, when
the Board set a goal for increasing the
operating reserves.   We must have
the ability to respond quickly and
forcefully to issues that have the
potential to significantly impact our
industry.  For this reason, AGC will
work to create a Special Purpose
Reserve, allowing us to fully protect
or advance member interests.

In 2013, AGC of Wisconsin

is stronger in membership,

reserves, and influence.



• Greater Influence – AGC contin-
ues to maintain a lot of respect and
authority with the legislature, indus-
try organizations, and labor. How-
ever, increasing member grass roots
efforts is critical to our level of influ-
ence and recognition by owner
groups.

The Emerging Workforce
Throughout the two day strategic

planning effort, the issue of Minority,
Disadvantaged or Women-Owned
Business Enterprises (M/D/W/BE) con-
tinued to surface.  While the strategic
plan does not specifically address this
issue, there are many ways this topic
will impact us during the next three
years.  

Diversity in our workforce is on the
horizon, if not already a reality.  In order
to meet projected shortfalls of workers,
the construction industry must devise
strategies to develop and embrace a
more diverse workforce.  Growth in the
number of M/D/W/BE firms is also an
opportunity to grow AGC membership.
In 2007, AGC defined a new member-
ship category, Emerging Contractor,
designed to support emerging contrac-
tors as they seek to enter the construc-
tion industry.  

The requirement for M/D/WBE par-
ticipation on projects is an issue that
AGC of Wisconsin is concerned about.
We are not against diversity but the 
current system is broken. Everyone
involved in the strategic planning meet-
ings agreed that the current M/D/WBE
system is not meeting its goal of gener-
ating and fostering the growth of
minority businesses.   There are few
legitimate M/D/W/BE firms in the sys-
tem for contractors to work with.  Many
of the firms are “pass-through organiza-
tions”, adding cost but no value to the
construction project.  The $29+ million
award of Jarvis Hall at U.W. Stout to a
highly successful $100 million dollar
out-of-state MBE firm that was not the
low bidder is an example of what is
wrong with the system.   AGC is very
concerned about this failing system.
Bob Barker has already reached out to
Godwin Amagashie at the State of Wis-
consin Department of Administration.
AGC wants to be part of defining the
solutions to the M/D/WBE system as
diversity will gain prominence in our

Wisconsin Constructor® / Issue 2 • 2010      5

industry’s future.
If you were one of the many members

that contributed to the strategic planning
process by participating in the surveys,
thank you!  Your feedback was critical in
helping the Board and Staff plan for a
stronger future for our association and
industry.  

Hope to see you in July at the Summer
Membership Meeting! �

2010 Build Wisconsin
Awards — December 2nd
Lawrence University
Warch Campus Center
Appleton, WI

SAVE THE DATE:
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Message from the EXECUTIVE VICE PRESIDENT

Bob Barker
AGC of Wisconsin
Executive Vice President

It Takes Two (at least) to Tango

Imust admit that some of my least proud
moments of being the Executive Vice
President of the AGC of Wisconsin hap-

pened during the debate over changing the
state’s project delivery statutes. This debate
involved multiple meetings with DOA offi-
cials, subcontractor organizations and a
legislative hearing.

The disappointment relates to the
debate, and not the debate about what was
best for the industry and taxpayers, but the
debate about what was wrong about the
industry. DOA officials and legislators
commonly spoke about the need to protect
subcontractors from bid shopping if and
when the statutes were amended to
include single prime contracting. This came
up in every meeting.

Sorry to say that we continue to hear
about bid shopping going on in the indus-

try, and it appears to be getting worse and
more blatant based on the reports.

While we certainly don’t condone bid
shopping by general contractors, part of
the blame has to be placed on subcontrac-
tors who continue to participate in the
process. A great way to make it stop is for
subcontractors to NOT participate in bid
shopping. The attitude of “We need the work
and if we don’t we won’t get the job,” will only
continue us down this path of unethical
behavior. Subs who participate are also act-
ing unethically.

To their credit, presidents of some of our
general contractor members report that
they have instructed their employees to
NOT participate in bid shopping, despite
pressures to get work. What we need is for
all general contractors and subcontractors
to follow their lead.

Let’s make this industry

the model of skill, integrity,

and responsibility!
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Let’s stop the bid shopping dance and
make this industry the model of Skill,
Integrity and Responsibility!

It’s all about ME!
The contracting community is ripe for

divide and conquer strategies because of
the self-serving nature of different asso-
ciations and individual contractors. It is
no wonder that organized labor general-
ly succeeds in their political and legisla-
tive efforts. While organized labor is not
always “organized” the unions generally
stick together.

This is far from the case among differ-
ent contractor associations. We have to
give credit to the AGC of Greater Mil-
waukee, Wisconsin Builders Association
(WBA) and ABC of Wisconsin. AGC of
Wisconsin and AGC of Greater Milwau-
kee work closely on industry issues. 
We also work closely with the WBA and
ABC and while we don’t agree on every-
thing, at least these organizations are
looking out for WHAT’S BEST FOR THE
INDUSTRY and we don’t  “sell each other
out” for the sake of individual interests.

There are many industry organiza-
tions that only look out for ME and throw
others under the bus with their self-serv-
ing interests. As long as this continues we
will be a divided industry.  �

www.agcwi.org

All AGC of Wisconsin members
are invited to submit for the

2010 Build Wisconsin Awards.
This prestigious award program

celebrates excellence 
in Wisconsin’s 

construction industry. 
Entries must be postmarked by

August 27th.  
Make plans to join us 

December 2nd at the Warch
Campus Center in Appleton.
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by Mark Crawford

For more than three decades Capitol Underground 

has installed water and sewer lines for residential

subdivisions, commercial business parks, sewage

district interceptor sewers and municipal public works

reconstruction projects. The result is a long history of

successful projects and satisfied developers and

municipalities throughout the Madison area. 

“We perform both public and private work,
mostly within a 60-mile radius of Dane County,”
says Dennis Olson, a Professional Engineer and
Vice President of Capitol Underground. Projects
include sanitary sewer, water main, storm sewer
systems, lift stations, booster stations, road recon-
struction, force mains, and waste water treatment
site and building piping, both for public works and
heavy/highway projects.

Capitol Underground President Gordy
Morauske and a partner founded the company in

MMSD Pflaum Road Interceptor 
— Madison, WI

IT’S A DIRTY JOB,
AND CAPITOL

UNDERGROUND
DOES IT 
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MMSD West Interceptor — Middleton, WI

1976, initially installing sewer and water
laterals on municipal projects and later
expanding into a full-service public
works contractor in the 1990s.  

“Gordy grew up in the construction
business with his father, who was a
sewer and water contractor in the
Monona/Madison area from the early
1950s to 1970s,” comments Olson. “I
graduated with an engineering degree
from UW-Platteville and did public
works projects until I joined Capitol
Underground in 1995.” Olson bought out
the partner’s ownership share and the
company continued to expand its project
base until the downturn in 2006. 

Residential 
Over the past 30 years, Capitol

Underground has completed several
hundred water and sewer installations
for residential subdivisions, transforming
lands into finished subdivisions with care
and precision. “We have worked with
numerous real estate developers in Dane
County and other surrounding coun-
ties,” says Olson. “Typically these projects
vary greatly in size, ranging from 450
units to 10 units or less. Prior to the slow-
down in the housing market, subdivision
work was about 60 to 70 percent repeat
business.”

“We have worked with Capitol
Underground on multiple residential
land development projects over the
years,” states Don Esposito, Vice Presi-
dent of Land Development for Veridian
Homes in Madison. “They are always
very professional, very consistent. We
establish a schedule and a budget up
front and they always meet them. The
sites are clean and orderly. They always
respond quickly when any warranty
work is required. Overall I am most
impressed by their commitment to cus-
tomer service—it’s never just another
pipe job or road job to these guys—they
understand they are working for our cus-
tomers.” 

Municipal Public Works
Most of Capitol Underground’s work

today is hard bid on municipal/state pro-
jects in Dane County and neighboring
counties. 

“Four years ago we were doing 85
percent private subdivision work and 15

percent hard-bid municipal public
works,” says Olson. “Today we are doing
90 percent hard-bid municipal work and
only 10 percent private work. Because of
the economy, we had to adapt quickly to
the hard-bid municipal market, which
involves a lot of reconstruction work and
very little wide-open work, to survive the
loss of revenue in the private market.”

Big municipal projects (especially
those that impact private residences)
require excellent communication skills.
“Our philosophy has always been to keep
the public informed of the general scope
and schedule for the proposed work,” says
Olson. “Prior to the start of construction,
we host meetings with the local resi-
dents/business owners to provide infor-
mation on the project and answer any
questions that arise. These meetings are

very beneficial in providing the key infor-
mation the public is looking for.” 

During a recent large water-and-
sewer project for the City of Madison, a
resident in the area had a back-up in his
sewer line one night and Capitol Under-
ground was there within an hour, trou-
bleshooting the problem. “They opened
the lateral in the street and tried to find
the plug,” says Lauri S. Ziegler-Hender-
son, a construction inspector for the City
of Madison’s engineering department.
“They stayed until they found the plug,
which was on private property and not
related to their work. Whenever there
was a problem, all I had to do was make
one call to Gordy Morauske. He’d come
and take care of the problem himself,
talk to the property owners, and explain
what the next course of action was going



MMSD West Interceptor — Middleton, WI

MMSD 36" Forcemain Repair — Monona, WI
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to be. The entire neighborhood appreci-
ated Capitol Underground’s crews and
subcontractors.” 

A Workforce Dedicated 
to Quality

“The key to our success has been our
personnel,” says President Gordy
Morauske. “From top to bottom, our
employees are committed to executing
our work in an efficient, organized man-
ner and maintaining a level of excellence
second to none—that’s why we’re proud
of our accomplishments.”

Capitol Underground employs 4-6
people in the office and 30-65 union per-
sonnel in the field, depending on the
work load and economy. The company’s
engineers, project managers, and senior
field supervisors spend a large amount of
time reviewing the design with the con-
sulting engineers, preplanning the con-
struction sequence, meeting with the
neighborhood residents and updating
them with flyers on the project. 

“I’ve worked with Dennis since 1994
on a variety of projects,” says Dan Day,
principal engineer with D’Onofrio Kot-
tke and Associates, a consulting engi-
neering firm. “They are highly profes-
sional and very organized. Unexpected
things always arise on a construction
project and Capitol Underground crews
always know what to do—they are very
proactive in taking care of the problem.
This is an indication of their experience
and commitment to quality.”  

Morauske and Olson have over 80
years of combined experience in public
works construction and engineering. “We
spend a lot of time consulting with engi-
neers on problem-solving the projects
before they are bid or negotiated,” adds
Olson. “For example, we recently worked
with a design engineer and soils engi-
neer to devise a construction method
that would allow for the use of a less-
expensive pipe product on a interceptor
sewer project—this exercise saved the
owner about $150,000.”

This pre-construction problem-solv-
ing often deals with troublesome soil
conditions. The most challenging aspect
of installing pipe is the constantly chang-
ing soil and groundwater conditions.
“Because we are typically working in a
glaciated area, the soils seem to change

MMSD 36" Forcemain Repair — Monona, WI



Smith’s Crossing Subdivision — Sun Prairie, WI

MMSD West Interceptor — Middleton, WI

SCHWA Subdivision — Sun Prairie, WI
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every 50 feet,” says Olson. “It takes a lot of
preplanning to do the installation in a
productive and safe manner.”

Safety is a key component in Capitol
Underground’s corporate culture. The
company is recognized by its workers
compensation provider as a “preferred
contractor” with an Experience Modifica-
tion Rate (EMR) that has remained 30
percent below the benchmark rate since
1998. AGC safety staff is instrumental in
training all employees in CPR, confined
space, trenching and excavating and
general site safety on an annual basis. 

“Safety is the number-one concern on
the job site and we utilize AGC Toolbox
Talks for a daily reminder,” says
Morauske. “AGC also performs site
inspections, providing a report and fol-
low-up recommendations, which is very
helpful.” 

All employees are trained to recognize
safety concerns and empowered to
address them, even to the extent of stop-
ping the job until the correct safety
equipment is on-site.

“The AGC is a tremendous asset for
us,” says Olson. “They assist with any
OSHA-related issues and provide great
legal counsel on contractual and HR
issues. AGC keeps us up to date on state
and industry-wide legislative concerns
and we have taken advantage of Leader-
ship AGC to train several employees and
plan on sending others within the next
year or two.”

Recent Projects

Discovery Springs, Middleton
This $3-million, 100-acre commercial

office development under the direction
of D’Onofrio Kottke & Associates
involved the installation of public utilities
and the construction of 3,100 feet of 48-
foot-wide roadway. Half the project was
constructed over extremely soft clays that
were up to 80 feet deep. The unstable
ground created constructability difficul-
ties that required a number of adjust-
ments and modifications to the con-
struction methods. 

“We worked daily with the soils engi-
neer and consulting engineer to come up
with new methods to stabilize the pipe,”
says Olson. This included special fabric-
wrapped stone bedding and cover mate-
rial, “locked-joint” pipe, and the installa-
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tion of temporary concrete weights to
prevent the pipe from “floating.” A dewa-
tering well system was also needed to
lower the groundwater below the pipe
grade.

“Capitol Underground still completed
the project on time, even though these
were the most difficult site conditions I’ve
ever been involved with,” says D’Onofrio
Kottke & Associates engineer Bill Suick.
“I’ve never seen a contractor adapt so
well to changing soil conditions.”

West Interceptor Extension
Replacement, Madison

This $1.8-million project for the Madi-
son Metropolitan Sewerage District
involved the replacement of 990 feet of
42-inch fiberglass-reinforced plastic pipe
(FRP), 2,250 feet of 36-inch FRP and 800
feet of smaller diameter sanitary sewer.
The project crossed Lakeview Park, a
stream, apartment parking lots and
municipal streets. “Soft clays required that
the bedding stone be completely
wrapped in geosynthetic fabric while
maintaining a very strict requirement for
the trench width so the soils weighing on
the pipe did not exceed the design loads,”
says Olson. “This required very careful use
of the trench boxes and temporary
shoring.”

“Capitol Underground did great work
on this project,” says Bruce A. Borelli,
Director of Engineering for the Madison
Metropolitan Sewerage District. “They
always pay attention to details, perform
their work in a timely manner and rou-
tinely exceed expectations. We consider
them a valuable asset and trusted partner
when we perform any underground
work.”

Shore Drive Reconstruction, Madison
This project for the Madison Metro-

politan Sewerage District and the City of
Madison involved a full reconstruction of
over 5,000 feet of roadway, in addition to
new utility infrastructure including 36-
inch interceptor sewer, 36-inch force
main, 8- to 15-inch local sewers, 8-inch
water main, new sewer and water laterals,
and 12- to 36-inch storm sewer. 

“We held a neighborhood meeting
prior to construction and kept the owners
and neighbors updated with weekly
meetings and revised schedules,” says
Olson. “The project went so smoothly

Hidden Oaks Lift Station — Middleton, WI

Hidden Oaks Lift Station — Middleton, WI



that we threw an ‘end of construction’
party for the neighbors and owners to
express our appreciation for the coopera-
tion from everyone involved.”

Fox Avenue-Spooner Street
Reconstruction, Madison

All of the public infrastructure and lat-
erals were replaced for this full road
reconstruction project, located in an
older, established neighborhood with
mature trees and smaller lots. A great
deal of time was invested in keeping the
residents informed of the schedule of
work and managing all of the subcon-
tractors to keep the project on schedule. 

“Capitol Underground did a tremen-
dous job with the property owners,” says
John Fahrney, a construction engineer
with the City of Madison. “I didn’t hear
many complaints, which meant Capitol
Underground was very responsive to
their needs.” 

Preparing for the Future
Capitol Underground is currently bid-

ding new types of work to expand its
market area. “Infrastructure continues to
age so there will be an increasing
demand for public works for many years
to come,” says Olson, who predicts slow
but steady growth controlled by funding
or budget demands. The company con-
tinues to keep up with the current tech-
nology to be more competitive and cost-
efficient. 

“We have also adapted our equipment
and methods of construction to change
with the economy and the type of work
we are doing,” says Olson. “The wide-
open subdivision work allowed for the
use of large equipment (100,000-pound
backhoes), but now that we are doing
more reconstruction-type work we are
using smaller equipment about half that
size.”

Capitol Underground has always
relied on good pricing, hard-working
employees, quality subcontractors, and
close working relationships (and friend-
ships) with engineers and owners to
build a thriving business and a loyal,
long-term customer base—and that
won’t change, even in a down economy.

Olson notes that business is “ridicu-
lously competitive,” with several projects
essentially bid at cost by other 
companies. An influx of out-of-area 

Capitol Underground, Inc. has been
a member of the AGC of Wisconsin
since 1996 .
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contractors has also started bidding in
Capitol Underground’s territory, which
doesn’t help the local economy or 
unemployment.  

“Good guys don’t always finish first,
but they are standing at the end,” states
Olson. “We don’t compromise our work
ethics to chase the dollar. We are always
committed—to our employees as well as

our customers—to deliver the best
possible project we can, at a fair price
and back it up with customer service
that is second to none.”  �



VerHalen, Inc.
Specialty ContractorMEMBER PROFILE

Edward VerHalen established Ver-
Halen, Inc. in 1911 in Milwaukee, WI.

Since 1980, the Calawerts family has
continued to carry on the tradition of
excellence established by the VerHalens
and proudly serves the state of Wisconsin
and the Upper Peninsula of Michigan. 

VerHalen began selling and installing
window roll-screens manufactured by
the Rolscreen Company in 1927. Today
that company is known as Pella Win-
dows and Doors. VerHalen started
installing acoustical ceilings in the 1930’s,
but took the next step forward when it
hired an acoustical engineer and began
to provide acoustical solutions in 1936.
This move was VerHalen’s first step to
demonstrate its true understanding of

acoustics and how sound control can
affect an environment and employee or
student comfort and productivity. 

VerHalen has always been on the
forefront of the acoustical industry and
has met, and in some cases driven, the
demand for innovative acoustical solu-
tions through the installation of wood
ceilings, curved metal, hanging clouds
and acoustical wall panels. VerHalen’s
estimating and project management
teams, along with experienced installers,
have performed numerous traditional,
specialty and custom installations
demonstrating their knowledge, innova-
tive thinking and craftsmanship. 

This expertise has led many general
contractors and end users to consult with

VerHalen to determine the most appropri-
ate solutions for their space. VerHalen’s
clients take comfort in knowing that the
appropriate solution will be recommend-
ed, the job will be installed properly, com-
pleted on time and within budget. 

Along with designing and installing
acoustical solutions, VerHalen is an envi-
ronmental steward being the only Arm-
strong World Industries Certified Ceiling
Tile Recycling Contractor in the State of
Wisconsin. Through this program, Ver-
Halen removes old ceiling tile and recy-
cles these materials to be included in the
creation of new tile reducing our con-
sumption of virgin materials. VerHalen’s
recycling program and LEED Accredited
Professionals on staff are great partners
on LEED or sustainable projects.

Under the direction of Mike Calawerts,
VerHalen Commercial Interiors has
expanded its offering of acoustical and
specialty ceilings to include operable and
modular walls and steel stud and drywall
allowing VerHalen to provide a complete
interior project.

In addition to our contract services,
VerHalen offers commercial interior
design services, space planning, office fur-
niture and system solutions and is an
independent Pella Windows and Doors
retailer with locations in Madison, Brook-
field, Appleton and Green Bay. 

Much of VerHalen’s success can be
attributed to our relationship with the
Associated General Contractors. In addi-
tion to legal and contract support, the
AGC has been a tremendous resource for
carpenter training and safety programs. �

14 Wisconsin Constructor® / Issue 2 • 2010

VerHalen, Inc. has been a Specialty
Contractor member of the AGC of
Wisconsin since 2001.

Lawrence University’s Warch Campus Center 

UW–Fox Valley Performance Hall—custom, wood, acoustical wall panels.



Wisconsin Constructor® / Issue 2 • 2010      15

deAr bArry,

Much like a general contractor, a subcon-
tractor must do his homework. Of course
the best method to avoid any risk at all is
to only work with GC’s and owners that

you are familiar with and have developed a strong,
trusting relationship over a period of time.  In a weak
economy that we are currently experiencing, it is not
always possible to work with groups that we are
familiar with and in order to keep your employees
working on the job, the only option may be to go
after whatever projects are available.  To improve your
odds of getting paid for work completed, consider
the following:

• Assess Potential for Payment Problems

1. Is this a first time client?

2. Is this an out-of-state contractor/owner?

3. Is this a last minute or rush job?

4. Are there unreasonable expectations 
or demands?

• Contract Issues

1. Is the language one sided?

2. Make sure essential terms are written into 
the agreement

3. Is there reasonable dispute resolution in 
the agreement?

4. Are payment terms reasonable; pay 
when paid?

• Research Owner/General Contractor 
Ability to Pay

1. Check with bank on project funding and
obtain a contractor reference

2. Is the general contractor bonding the project?

3. Check with associations for references

4. Verify with other subcontractors/suppliers the
quality and reliablity of the general contractor

5. Obtain the Dun & Bradsteet DUN numbers

• Know Lien Rights and Don’t Be Afraid to 
Use Them

1. Preliminary notice at start of project

2. Notice of intention to file lien

3. Commencement of action

• Performance Issues

1. Quality of work

2. Stay on schedule

3. Follow payment process

4. Follow contract

By diligently following the bullet points listed above,
the subcontractor should be armed with enough
information to help him make the correct decision.  If
any concerns surface regarding funding
or payment issues, contract language,
negative references from trade
associations or if there is very
little information available on
the owner and / or general
contractor this would be a
good indicator that the sub-
contractor should pursue
other interests.

Don’t be afraid to ask
questions. The more
information that can be
obtained, the better
chance you have to make
the right choice.

Q

A

I read your column with great interest last month on how a general contractor can protect itself
and the project from unstable and financially weak subcontractors.  As a subcontractor in this
challenging economy, how can I protect myself from building owners or general contractors that
also may be in financial trouble creating a risky situation for subcontractors and suppliers?

Have a Best Practices question for Barry?
E-mail: BarryCade@agcwi.org



Wipfli CPAs and Consultants
Associate MemberMEMBER PROFILE

Wipfli LLP, CPAs and Consultants,
was founded in Wausau in 1930

by Clarence J. Wipfli.  Since then, Wipfli
has become one of the largest CPA and
consulting firms in the United States
and a trusted business advisor to more
than 20,000 clients in a variety of
industries, including construction and
real estate. Today, over 800 Wipfli pro-
fessionals in offices across Wisconsin
and Minnesota help individuals and
businesses of all sizes—from small,
family-owned companies to large,
international businesses. 

With Wipfli, businesses gain the
significant resources of a large
accounting and consulting firm, while
enjoying the personal service of a small
firm. Whether helping clients stream-
line processes, improve performance,
leverage the right technology, or
increase financial success, we offer
innovative, effective, and personalized
services. 

Wipfli’s Construction and Real
Estate (CRE) practice, consisting of a
dedicated team of 40 CPAs and con-
sultants, helps contractors and real
estate organizations address their
accounting, audit, tax, information

technology, and financing challenges
head on. As our fastest-growing indus-
try group, Wipfli’s CRE practice proudly
serves more than 800 construction
companies and real estate organiza-
tions throughout the Midwest. With
this experience, our professionals bring
an outsider’s objectivity and an insider’s
knowledge of construction and real
estate operations to each client.  

Wipfli’s CRE experts provide solu-
tions to help address issues, maintain
compliance, achieve results, and be
competitive. We address the needs of
our clients with a full suite of account-
ing, audit, tax, financing, people and
information services.  In addition,
Wipfli prides itself on its’ industry net-
work. Our established network is the
result of decades spent cultivating busi-
ness and industry relationships. 

Professionals in Wipfli’s CRE prac-
tice work hard to provide proactive,
timely, and innovative solutions to
challenges faced by contractors. For
example, Wisconsin sales tax laws
changed July 1, 2009, requiring trans-
portation and material purchasing enti-
ties be structured differently than in the
past. Wipfli has expertise to help con-

tractors with entity structuring to
ensure they continue receiving Wis-
consin sales tax benefits.  

Additionally, the HIRE Act allows
contractors to hire “new” employees,
while not having to pay the employ-
er’s share of the Social Security payroll
tax. This applies to most new hires
who haven’t been employed for 40
hours over the past 60 days. Wipfli’s
experts have been helping contractors
take advantage of this opportunity
related to seasonal hiring. 

Today, there’s an intense focus on
finding projects and winning them
amid aggressive bidding. Equally vital
is better coordination of information
between job sites and offices, mitigat-
ing risks, and maximizing profits. Built
on Microsoft Dynamics® CRM, Wipfli
Connect for Contractors is a unique
and powerful project management
tool developed by Wipfli experts espe-
cially for contractors.

Wipfli is proud to have been associ-
ated with AGC since 1990. Over the
years, our associates have been
involved in helping the association
and its members through service on
the Associate Board of Directors,
involvement on various committees,
and in providing educational presen-
tations. In turn, Wipfli’s involvement
in AGC has allowed us to stay abreast
of the latest developments, issues, and
trends in the construction industry,
helping us better serve our construc-
tion clients. 

For more information about Wipfli,
please visit www.wipfli.com or contact
Tom Ebbers at tebbers@wipfli.com or
608.661.2639. �
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Wipfli LLP, CPAs and Consultants has been
an Associate Member of the AGC of
Wisconsin since 1990.Wipfli's Construction and Real Estate Practice proudly serves more than 800 real estate

developers and construction organizations throughout the Midwest.
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FINANCIAL MANAGEMENT

Domestic Production Activities
Deduction: A Tax Benefit for
Some Contractors

Brian R. Walsh 
Baker Tilly Virchow Krause & Co., LLP

You should be thinking about

tax strategies to maximize

after-tax cash flows.

If you are a contractor that will be gen-
erating a profit this year, congratulations
are in order after what has been a chal-
lenging time for most.  You should also be
thinking about tax strategies to maximize
after-tax cash flows.  One particular tax
benefit to keep in mind is the Domestic
Productions Activities Deduction. 

The Domestic Production Activities
Deduction, or the Section 199 deduction,
is a special deduction available to many
taxpayers who perform qualifying activi-
ties in the United States.  The deduction
has a complicated set of rules, but many
U.S. contractors generating taxable
income may qualify for the deduction,

and the benefits could be significant.
Section 199 of the Internal Revenue

Code was signed into law on October 22,
2004, as part of the American Jobs Cre-
ation Act of 2004, to provide a permanent
benefit available to taxpayers in a wide
variety of industries.  Final regulations
were issued in May of 2006, and a few
interim notices and technical corrections
have been issued, providing welcome
guidance to many businesses that are
dealing with the tax and financial report-
ing implications of Section 199.   

The deduction allows businesses with
“qualified production activities” to take a
tax deduction for a specified percentage
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of their U.S. taxable income.  The per-
centage was six percent for tax years
2007 through 2009, and beginning in
2010, it is nine percent.  A taxpayer must
have both taxable income and income
from qualified activities to benefit from
the deduction.  There is also a limitation
related to wages that a taxpayers pays
employees for qualified activities.  With
the deduction now fully phased-in (nine
percent), taxpayers with profits are
expecting substantial tax benefits in 2010
and beyond.
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Any corporation, partnership, individ-
ual, or other business entity may claim
the Domestic Production Activities
Deduction if they conducted eligible
qualified production activities.  Qualify-
ing taxpayers or activities include: 
• Manufacturing companies based in

the U.S. that are selling, leasing, or
licensing items that have been manu-
factured, produced, grown, or extract-
ed in the U.S.

• Construction of real property per-
formed in the U.S., including building
and renovation of residential and
commercial properties

• Engineering and architectural services
performed in the U.S. that relate to
the construction of real property in
the U.S.

• Sale, exchange, or other disposition of
electricity, natural gas, or potable
water produced in the U.S.

• Software development in the U.S.,
including the development of video
games

Brian R. Walsh is a Senior Tax Manager in
the construction and real estate group with
the Madison office of Baker Tilly Virchow
Krause & Co., LLP.  He has over 20 years 
of experience as a tax expert serving a vari-
ety of business related entities including
contractors and hospitality companies. 
Mr. Walsh can be reached by email at
brian.walsh@bakertilly.com or by phone 
at 608-240-2696.

Domestic Production Gross Receipts
do not include gross receipts derived from
the sale of land.  

How the deduction is
generally calculated

Qualified production activities income
is equal to domestic production gross
receipts, reduced by:
• The costs of goods sold that are alloca-

ble to such receipts
• Other direct costs allocable to such

receipts, and 
• Other indirect expenses, losses, or

deductions, which are properly alloca-
ble to such activities 
In essence, the calculation requires a

taxpayer’s U.S. taxable income to be split
between Section 199 eligible activities and
all other activities. The tax deduction
comes from multiplying the Section 199
net income by the percentage discussed
above (i.e., nine percent for 2010), and this
amount becomes an extra tax deduction.
The deduction is limited by a taxpayer’s

overall taxable income and by the wages
the taxpayers pays for qualifying activities.  

For some taxpayers, complying with
Section 199 is straight-forward.  However,
some taxpayers are struggling to balance
compliance with summarizing the results,
which can be somewhat burdensome to
manage.  If you want to claim the deduc-
tion for this tax year, now is the time to
speak with a tax professional who can help
you with the complex analyses required to
determine the appropriate calculation that
will comply with IRS guidelines. �

Congratulations to the following individuals
selected to represent their firms in Leadership
AGC's 2010–2011 Class. They are recognized
as future leaders for their company and for
Wisconsin's construction industry.

Joe Bembnister
NEI Electric
Vice President

B.J. Bowen
J.H. Findorff & Son Inc.
Preconstruction Manager

Tom Clark
Faith Technologies, Inc.
Director of Marketing

Daniel Cullen
J.P. Cullen & Sons Inc.
Project Manager

John Delavan
Riley Construction Co., Inc.
Senior Estimator

Paul Gardner
August Winter & Sons
Project Manager/Estimator

John Hickey
Immel Construction
Project Engineer

Justin Johnson
ACS
Project Engineer

Dan Koxlien
Market & Johnson, Inc.
Project Manager

Jason Koziar
Tri-North Builders, Inc.
Sr. Project Manager/
Estimator

Doddie Regenold
Staab Construction Corp.
Project Manager/Estimator

Michael Reynolds
Howard Grote & Sons, Inc.
Estimator

David Rhoda
Miron Construction Co., Inc.
Senior Project Manager

Michael Schultz
J.F. Ahern Co.
Director of Safety

Brady Shepler
McCabe Construction Inc.
Vice President

Brett Surges
Westphal & Company, inc.
Senior Project Manager

Brian Werlein
General Heating & 
Air Conditioning
Project Management/
Engineering

Andrew Wilke
Ganther Construction/�
Architecture
Project Manager
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Interested in becoming 
a member? 

Contact Laura Cataldo at the 
AGC of Wisconsin office for 

membership information:   
608-221-3821

cataldo@agcwi.org
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ACS, Inc.
Alfredson Bros. Construction Co., Inc.
Bacco Construction Company
Bachmann Construction Co., Inc.
Bauer & Raether Builders, Inc.
Blue Sky Contractors, LLC
Oscar J. Boldt Construction Co.
The Boson Company, Inc.
Camosy Incorporated
Capitol Underground, Inc.
Community Living Solutions LLC
Corporate Construction Ltd.
J.P. Cullen & Sons, Inc.
Dane County Contracting, LLC
Dell Construction Co., Inc.
Design Structures, LLC
Ellis Stone Construction Company, Inc.

Marshall Erdman & Associates
Paul V. Farmer, Inc.
J.H. Findorff & Son Inc.
Fowler and Hammer, Inc.
Ganther Construction, Inc.
Gorman & Co., Inc.
Gundlach Champion, Inc.
Hamann Construction Company
Hammersley Stone Company
Hoffman, LLC
Holster Construction, Inc.
IEI General Contractors, Inc.
Ideal Builders, Inc.
Howard Immel Inc.
Gene Johnson Construction Company, Inc.
Klobucar Construction Company, Inc.
Kraemer Brothers, LLC

Kraus-Anderson Construction Co.
Lunda Construction Company
Magill Construction Company, Inc.
Market & Johnson, Inc.
Maryville Construction Company, Inc.
McCabe Construction, Inc.
McGann Construction, Inc.
McKee Associates, Inc.
McMullen & Pitz Construction Company
C.R. Meyer and Sons Company
Miron Construction Company, Inc.
The OCI Group
Parisi Construction Co., Inc.
Peter Nelson & Sons, Inc.
Fred J. Piette Co., Inc.
Powers Lake Construction Co., Inc.
Progressive Construction Services, LLC
Quasius Construction, Inc.
Rasch Construction and Engineering, Inc.
Riley Construction Company, Inc.
Rossi Construction Co., Inc.
Ruzic Construction Co.
The Samuels Group, Inc.
Scherrer Construction Company, Inc.
The Peter Scherrer Group
Jos. Schmitt & Sons Const. Co., Inc.
The Selmer Company
Sjostrom & Sons, Inc.
C.D. Smith Construction, Inc.
Speedway Sand & Gravel, Inc.
Staab Construction Corporation
Stenstrom Companies
Stevens Construction Corp.
Subsurface Constructors
Kenneth F. Sullivan Co.
Tri-North Builders, Inc.
Urban Construction Administration, Inc.
Vogel Bros. Building Co.
Vonasek & Schieffer, Inc.
Frank O. Zeise Construction Company, Inc.

General Contractors



Specialty Contractors
A&A Environmental, Inc.
A&J Specialty Services, Inc.
Acme Construction Metals, Inc.
J.F. Ahern Co.
Appleton Lathing Corporation
Applied Ecological Services
Architectural Products of Wausau, Ltd.
August Winter & Sons, Inc.
Austad & Son, Inc.
Badger Swimpools Inc.
Badgerland Metal Building Erectors, Inc.
Balestrieri Environmental & Development, Inc.
Ballou Masonry, Inc.
Bartingale Mechanical, Inc.
Bassett Mechanical
Bollig Lath & Plaster Co., Inc.
Braun Corporation
C&S Construction, Inc.
Capital Steel Erectors, Inc.
Central Ceiling Systems, Inc.
Coppens Metal & Roofing
Corner Stone Construction of Janesville, Inc.
Crowley Masonry
DHO Mason Contractors, Inc.
Paul Davis Restoration & Remodeling
E&A Enterprises, Inc.
Faith Technologies, Inc.
Falcon Drilling & Blasting, Inc.
Forward Electric, Inc.
Gauthier & Sons’ Construction, Inc.
Howard Grote & Sons, Inc.
H&H Industries, Inc.
Hagen Decorators, Inc. & North Central Insulation
Marshall Hanes Steel Erectors, Inc.
Hasheider Roofing & Siding, Ltd.
Hillcraft Ltd.
Hooper Corporation
Hurckman Mechanical Industries, Inc.
Illingworth-Kilgust Mechanical
Klein-Dickert Co., Inc.
Lakeland Construction, Inc.
Lewis Construction Inc.
FJ Lincoln
Madison Crushing & Excavating Co., Inc.
Martell Construction, Inc.
H.J. Martin & Son, Inc.
McGivern Masonry, Inc.
Middleton Construction
Middleton Insulation Systems, LLC
Monona Masonry, Inc.
Monona Plumbing & Fire Protection, Inc.
Neuman Pools, Inc.
Robert J. Nickles, Inc.
North American Mechanical, Inc. 
Northern Electricians, Inc.
Omni Glass and Paint, Inc.
Ostrenga Excavating, Inc.
H.J. Pertzborn Plumbing and Fire Protection Corp.
Prairie Plumbing & Heating, Inc.
Pro-Foamers, Inc.
Quality Erectors & Sheeters, Inc.
Quality Insulators, Inc.

F. Radandt & Sons Inc.
Robinson Brothers Environmental, Inc.
Rockwell Group, Inc.
Rohde Brothers, Inc.
SPE, Inc.
Sullivan Brothers, Inc.
Terra Engineering & Construction Corporation 
Don Theobald Masonry
Tri-City Refrigration, Inc.
Tweet/Garot Mechanical, Inc.
Van Ert Electric Co., Inc.
Veit, Inc.
Ver Halen, Inc.
Wall-Tech, Inc.
Wallcovering One WI, LLC
Westphal & Co., Inc.
Zander Insulation/Solutions

Associate Members
AON Risk Services of Wisconsin
Aerotek
Akerman Senterfitt Wickwire Gavin
American State Equipment Company, Inc.
A. N. Ansay & Associates, Inc.
Axley Brynelson, LLP
Badgerland Supply, Inc.
Baker Tilly
Benes & Krueger, S.C.
Block Iron & Supply Company
Blueprints, Inc.
The Bruce Co. of Wisconsin
Brunsell Lumber & Millwork
CNA Surety Corporation 
Chubb Group of Insurance Companies
Clifton Gunderson LLP
Cobb-Strecker-Dunphy & Zimmerman, Inc.
Construction Data Services
Construction Resource Network
Construction Risk Associates, Inc.
County Materials Corporation
Cygnus Business Media
The Daily Reporter
DeWitt Ross & Stevens
DirectNetworks, Inc.
Discher Architectural Millwork
ECS Illinois, LLC
Endres Manufacturing Company
Scott Engroff, LCC
Enterprise Fleet Services
Fabco Equipment, Inc.
Farrell Equipment & Supply Company, Inc.
Fond du Lac Express, Inc.
The Forker Company
Gallagher Construction Services
Gerdau Ameristeel–Appleton
Grant Thornton LLP Accountants & Business

Advisors
Hatch Building Supply
Hausmann-Johnson Insurance
Hayden Murphy Equipment/Hausmann Insurance
John Heugel, Attorney at Law
Hilb Rogal & Hobbs
Ideal Crane Rental, Inc.

Janesville Brick & Tile
Janesville Sand & Gravel Company
J.J. Keller & Associates
Kendell Doors & Hardware, Inc.
Komisar & Spindler, S.C.
Krukowski & Costello, S.C.
LaForce, Inc.
Lakes Brick & Block, LLC
LarsonAllen
Lee, Kilkelly, Paulson & Younger, S.C.
Liberty Mutual Surety
Lincoln Contractors Supply, Inc.
Lindner & Marsack
M3 Insurance Solutions, Inc.
Manitowoc Cranes, Inc.
MasterGraphics
McCarty Law LLP
McElroy Metal Inc.
McFarlane Manufacturing Company, Inc.
McGraw-Hill Construction
Melli Law, S.C.
Michael Best & Friedrich LLP
Murphy & Desmond, S.C.
National Construction Rentals
Neenah Foundry Company
Nimsgern Steel Corp.
North East Wisconsin Precast
O’Neil, Cannon, Hollman, DeJong S.C.
Park Bank
Penta Technologies, Inc.
Quarles & Brady, LLP
R&R Insurance Services, Inc.
RJF Agencies, Inc.
RSM McGladrey
Reynolds Crane Service
River Steel, Inc.
J. Ryan Bonding, Inc.
Safe-Con, LLC
Schenck Business Solutions
Schwarz Insurance
Security Insurance
Slack Attack Communications
Smith & Gesteland, LLP
Spancrete Inc. 
Spider
Stetson Building Products
SVA Construction Services
Temp-Air, Inc.
Travelers
Vander Bloemen Group LLC
Verona Safety
WK Construction Co. Inc.
T. Wall Properties
Whyte Hirschboeck Dudek, S.C.
Wilderness Development
Wingra Stone Company—Wingra Redi-Mix, Inc.
Wipfli LLP
Wisconsin Built
Woodworks
Zurich 
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Slack Attack Communications
608-235-2882 / beth@slackattack.com

CONSTRUCTION QUEST
Congratulations to Leadership AGC Class of
2009–2010 for the development of the exciting
Construction Quest student competition that
allows schools to win up to $10,000! 

This is an innovative program that encourages students to
explore the construction industry by creating a YouTube
video about sustainability or technology. 

Complete details can be found on www.buildwisconsin.com
or contact the AGC of Wisconsin for additional copies 
of the brochure.

Share with educators in your area 
and help them win $10,000!
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Support these fine businesses
that support 
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Professional Directory / Buyer’s Guide

BUILDING RENOVATION SERVICES

OVER 35 YEARS EXPERIENCE
Spray Applied Urethane Foam 
Insulation & Fluid Applied 
Air Barrier Systems

742 Borvan Ave.
Green Bay, WI 54304
920-499-9999
920-499-9963 fax
e-mail: profoamers@sbcglobal.net
www.profoamersinc.com
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