
A Publication of the Associated General Contractors of Wisconsin ISSUE 3 • 2009

®

Speedway
Sand&Gravel
ALWAYS BREAKING NEW GROUND





Features
Speedway Sand & Gravel
Always Breaking New Ground

8 This 50-year-old family operation in 
Middleton is one of the top excavators  
in south-central Wisconsin

AGC SPECIALTY MEMBER PROFILE
14 Ostrenga Excavating

AGC ASSOCIATE MEMBER PROFILE
16 Construction Risk Associates

Wisconsin Constructor® / Issue 3 • 2009      3

Official publication of the

Associated General 
Contractors of Wisconsin
4814 East Broadway
Madison, WI 53716-4195
TEL: 608-221-3821
FAX: 608-221-4446
Laura Cataldo
Editor

OFFICERS
Rich Lynch
President
Kelly Hafeman
Vice President
Bob Barker
Executive Vice President, 
Secretary/Treasurer

STAFF
Dave Bohl
General Counsel
Jim Boullion
Director, Government Affairs
Jeri Breen
Director, Administration
Laura Cataldo
Director, Marketing and Public Relations
Jim Falbo
Associate Director, Safety
Dan Makovec
Plan Room Manager
Brent Miller
Director, Safety & Environmental Services
Jackie Troia
Team Assistant

PUBLISHED BY:
Slack Attack Communications
Barbara Slack
Publisher
Nancy Rudd
Art Director
Kelly Wolf
Project Coordinator
Beth Vander Grinten
Advertising Sales, 608-222-7630, ext. 23
beth@slackattack.com

Wisconsin Constructor® is a quarterly publication of
the Associated General Contractors of Wisconsin,
Inc., 4814 East Broadway, Madison, WI 53716-4195,
608-221-3821. It is published in January, March,
June, and September by Slack Attack Communica-
tions, 5113 Monona Dr., Madison, WI 53716, (608)
222-7630. Printing is by Advertisers Press, PO Box
620007, Middleton, WI 53562-0007. For advertising
information, contact Slack Attack Communications.

Subscriptions included in AGC membership
dues; non-member subscriptions: $20 per year.

Address corrections or subscription information
should be directed to the Associated General Con-
tractors of Wisconsin, Inc., 4814 East Broadway,
Madison, WI 53716-4195.

USPS #016128. Periodicals postage paid at Madi-
son, WI and at additional offices.

©Copyright 2009 by the Associated General Con-
tractors of Wisconsin. Permission to reprint must be
secured in advance of publication and credit given
to author and Wisconsin Constructor®.

Departments
4 Message from the President — Need copy

6 Message from the Executive Vice President — Project Delivery Debate 
Continues

15 Dear Barry

18 Financial Management — Playing Small Ball with Tax Planning: Base Hits 
to Success

20 AGC of Wisconsin Membership

23 Professional Directory/Buyer’s Guide

23 Index to Advertisers

A Publication of the Associated General Contractors of Wisconsin ISSUE 3 • 2009

Speedway Sand & Gravel 
Page 8

Ostrenga Excavating
Page 14

®



4 Wisconsin Constructor® / Issue 3 • 2009
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Rich Lynch
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Message from the EXECUTIVE VICE PRESIDENT

Bob Barker
AGC of Wisconsin
Executive Vice President

Project Delivery Debate Continues

Now that Building Commission
Secretary Dave Helbach has pre-
sented his recommendations for

changes to Wisconsin’s project delivery
statutes to the Building Commission
debate will continue on this subject at the
Capitol. Helbach’s presentation at the
August 12 Building Commission meeting
was greeted with bipartisan support from
the Democrats and Republicans on the
Commission, with support from Gover-
nor Doyle. While the Commission
stopped short of passing a formal resolu-
tion, they directed Helbach to have legis-
lation drafted by the Legislative Audit
Bureau and introduced in the next leg-
islative session. Supporters of change and
opponents of change are gearing up for
the debate. 

There is still a lot of debate which will
continue on this matter, as the legislative
process involves public hearings and an
administrative rules process. While this
matter has been debated extensively by
all involved parties, this open process is
good and allows public debate on the
issues.

The debate on this issue heated up
when on February 20, 2008 the Building
Commission directed the DOA to work
with industry groups and reach consen-
sus on changes to the statutes. This
proved to be a difficult task for Helbach
as no consensus was attainable.

AGC members and staff have spent
numerous hours on this issue. This
involved meetings with the DOA and
several MCA members who are also
AGC members. Obviously specialty
contractors who work under the multi-
ple prime system want to keep the cur-
rent statute, and continue to work for
and be paid by the DOA. It is hard to
blame them for wanting the status quo.
However, this call for change was
handed down by the Building Com-
mission as individual members don’t
like the idea of waiving statutes for
individual projects, and the ensuing
political lobbying and debate sur-
rounding the waiver process. The DOA
and U.W. System, as directed by the
Board of Regents, support changes to
the current multiple prime statutes.
The DOA does not like to have multi-
ple contracts per project, and wants a
single point of responsibility on state
projects. The U.W. System wants more
flexibility to meet the demands of their
projects and donors who make many
of their projects possible. Wisconsin is
only one of seven states to have a pre-
scriptive multiple prime statute.

The MCA has spent a lot of time and
money protecting the interests of their
members. They have focused on issues
of bid shopping, payment, prequalifi-
cation, access to documents, and reten-
tion. They presented examples of bid
shopping and got the ear of the DOA
and Building Commission Members.
Unfortunately they used two AGC
Members as their poster contractors in
citing how the single prime system
opens subcontractors up for bid shop-
ping. This has not helped AGC’s argu-
ments in favor of single prime contract-
ing when it makes sense for specific
projects.

AGC listened to the MCA and
adopted several measures in our posi-
tion which we believe are workable for
our members and fair to the subcon-
tractors. AGC’s proposed protections
include: 

AGC members and staff

have spent numerous hours

on the issue of changes to

Wisconsin’s project

delivery statutes. Here is

an update of where we are

in the process.



better suits particular projects and inter-
ests of the taxpayers.

Please call the AGC Office for a com-
plete copy of AGC’s position statement
on project delivery; or a copy of Hel-
bach’s recommendations. �
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1. When submitting their single prime
bids, general contractors (GC) will
provide the company names of the
MEPS they intend to use in each
division for HVAC, Electrical,
Plumbing and Fire Protection
(MEPS) work. After public opening
of the GC’s bids, the winning GC
may change the MEPS under rea-
sonable conditions agreed to by the
DSF.

2. MEPS contractors will be allowed
limited access to project data in the
WisBuild system so that they can
monitor project communications
such as requests for information,
change order status and payment
request status for their job class.
(details to be worked out between
DSF, AGC & MEPS)

3. MEPSs bidding on state projects
should be financially and other-
wise qualified to perform the work
on which they are bidding, includ-
ing verification to DSF of the ability
to provide payment and perfor-
mance bonds for the project being
bid. The validation and qualifica-
tion process will be coordinated by
the DSF. The decision whether to
require the bond and include the
cost will be up to the single prime
bidder. 

4. MEPS must have previously com-
pleted a project at least 50% as large
as the proposed project.

5. The GC may hold a retainer for
MEPS work at the same level that
the state holds retainage on the GC
(currently 5% of the first 50% of the
work, unless satisfactory progress
is not being made, then, up to 10%
of the contract value may be
retained.)

6. MEPS may apply to the general
contractor for final payment.  The
GC will submit a pay request to
DSF if the GC determines that
MEPS has satisfactorily completed
its work. Upon being paid by the
State, the GC will make final pay-
ment to the MEPS within the time
frame required by law.

AGC wants the process to be fair to
all involved and we believe our protec-
tions adequately address the concerns

expressed by the MCA. AGC Members
spent a lot of time in developing these
protections, and our position on pro-
posed changes to the current statutes.
We will continue to work with the MCA
on this issue with the goal being a statu-
tory change which protects the best
interests of AGC members, MCA mem-
bers and Wisconsin taxpayers.

Helbach’s recommendations mir-
rored many issues addressed by AGC in
our proposal. Issues like subcontractor
protections, objectivity in the contractor
selection process, and a process to ana-
lyze the merits of projects regarding dif-
ferent methods of project delivery,  if it
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by Mark Crawford

Getting down and dirty is no problem for Speedway Sand & Gravel—this

50-year-old family operation in Middleton is one of the top excavators in

south-central Wisconsin. Speedway crews build roads, grade sites, perform

demolition, excavation, earthwork, clear and grub project sites, install sewer

and water pipe, and pour curbs, gutters, and sidewalks.  

The company has grown steadily over the
years and stayed on the leading edge of tech-
nology to ensure superior construction. Self-
performing most of the site work makes it easi-
er to control quality and meet difficult
schedules. Management has invested in the
proper equipment and training to make every
phase of a project safe and efficient.

Speedway prides itself on taking the com-
plex and unique jobs that other contractors can-

not handle effectively. “We have tackled some
of the largest and most complicated jobs in the
Madison area,” says President Tom DeBeck.
“During the last five years we have done some
$11-$13-million projects. This year we broke our
company record for largest-dollar project by
winning a $16.9-million project.” 

Various levels of layout can be completed
with a robotics total station and GPS system
machine control that performs earthwork in

Speedway
Sand&Gravel
ALWAYS BREAKING NEW GROUND

Dane County Airport — Madison, WI
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Rock Saw at Target — Location, WI

  

deep cuts and replaces missing stakes,
thereby saving time and money. In
addition, compaction equipment can
place clayey soils to 90 percent and
higher modified proctor density, allow-
ing the most efficient use of on-site soils
(saving more time and money). To date
Speedway has installed over 350,000
cubic yards of landfill clays to +90%
plus with this specialized equipment. 

“Tom DeBeck has done a really good
job of vertically integrating his compa-
ny,” says Steve Jenson, owner of the
Miller-Bradford & Risberg heavy
equipment dealership in Madison. “He
saw potential in sewer and water rehab
early on and pursued it aggressively.
He has also moved into soil retention,
where there’s not a lot of competition.” 

All in the Family
Tom DeBeck has 38 years of experi-

ence in the construction industry and
represents the second generation of
leadership. “My father was a fireman
and on his days off he rented-out dump
trucks that he and other firemen
drove,” says DeBeck. “By 1970, he had
an excavating business that did negoti-
ated work for several home and metal
building contractors and an occasional
larger building earthwork project with
general contractors. He eventually
bought out Speedway Sand & Gravel, a
competitor, and added it to his busi-
ness.”

After completing three years of post-
secondary education toward a civil
engineering degree, DeBeck quit col-
lege and joined his father’s company in
1972, working his way up through
management. 

“I felt we had better opportunities in
the bid market and tried our hand
there,” says DeBeck. “Although we
were successful, the business was very
competitive and stressful. We moved
into sewer and water work in 1980. The
subdivision developers already had
contractors and the only openings were
for logistically challenging and com-
plex jobs on city reconstructs. Since we
were already used to the logistic prob-
lems of building earthwork, where
demands are constantly changing, we
were a perfect fit for the street recon-
struct business.”

Unique Capabilities
“Our business is constantly fighting

weather traffic, tight schedules, work-
ing around underground (and some-
times unknown) gas, electric, and fiber
optic lines, mud, and changing under-
ground conditions,” says professional
engineer and Speedway Vice President
John Czerepinski.

Despite these ever-present chal-
lenges, Speedway’s skilled workers
and special equipment make the job
look easy. “Being able to install sewer
and water as we do earthwork really
saves time and money for owners,”
Czerepinski continues. “Having just
one contractor greatly simplifies coor-
dination and responsibility. We are
capable of doing earth retention such as
sheeting, soil nailing, and soldier pile
and lagging. This same equipment can
install micropiles and is ideal for the
tight and hard-to-get-to places.”

Speedway also operates a well point
system and drills for supplying and
installing a suitable dewatering system.
A recent acquisition is an eight-foot-
diameter rock saw mounted on a back-
hoe that cuts through rock with no or
minimal jack hammering and vibra-
tion. The tool is also quieter than the
large jack hammer that would normal-
ly be used. Frozen ground can also be
cut and removed.

“Another advantage of the saw over
jack hammering is that the sides are
smooth and vertical, so forming may
not be needed if the footings, structure,
or basement wall allowed single form-
ing,” adds Czerepinski. “Another use
we are looking into is saw-cutting nat-
ural limestone to give a cleaner joint
and make the sizes we want, rather
than sort. We can also plane the tops
and bottoms for a smoother surface.”

In the field, Speedway depends on
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its experienced work crews to get the
job done. To handle legislative, safety,
labor, and other industry issues, Speed-
way relies on AGC.  “We have been a
member of AGC for as long as I can
remember, going back to when we
were a specialty contractor,” says
DeBeck. “In today’s world, a contractor
needs to keep up on new regulations
and trends and AGC helps us meet that
challenge. Fortunately, contractors
have AGC to communicate our needs
to politicians and regulators. I also
commend the AGC on their efforts to
promote construction education to stu-
dents high-school age and younger.” 

Dedicated Workforce
Speedway’s staff consists of seven

office personnel and about 50 field
employees. “We have a great core of
field personnel with an average of over
15 years with our company who are
willing to accept all the challenges we
offer them,” says DeBeck.

Safety is DeBeck’s top concern. “I
tell my employees a bad job or a bad
year will not jeopardize Speedway’s
existence,” he says. “Somebody getting
seriously hurt or worse, however, will.
I urge everyone to think ahead and
take the time to plan safe ways of doing
their tasks.”

Speedway uses 39 trench boxes to
protect no more than six crews during
excavation. Supervisors visit every job
at least two to three times a week. Their
first duty is checking for safety and
observing what may be needed for the
job in the future. This repeated vigi-
lance is also intended as a check on the
foremen to be sure they are not getting
too focused on the task. 

“We try not to expand our work-
force too fast,” adds DeBeck. “New
hires are placed in safe locations where
they can be watched and trained until
their skill levels can be determined.
Then we place them where they can
learn what they need and with people
that can teach them. After that we give
them more responsibilities and watch
them grow.” 

“Most of our construction employ-
ees are tasked-oriented and learn by
hands-on experience,” adds Czerepins-
ki. “One of the greatest joys in this busi-
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crews said he liked Speedway because
the employees cared.”

Selected Projects 

State Street, Madison 
This multiple-phase, three-year,

$4.9-million project overhauled the
deteriorating streetscape along State
Street and its failing infrastructure.
Work included 46,000 square feet of
granite exposed aggregate sidewalk,
60,000 lineal feet of electrical wiring,
and over 7,000 combined feet of storm
sewer, sanitary sewer, and water ser-
vices. 

“One of the biggest challenges on
this job was maintaining full access to
over 80 business and hundreds of
apartments, as well as keeping the
aging and failing infrastructure (water
main installed in 1882, sewer installed
in 1911) in service while replacing it,”

says DeBeck. “Little or no records of
existing utility locations and depths
were available.” There was also mini-
mal space for equipment, materials,
and crews as well as minimal horizon-
tal and vertical separation between
utilities.

Wingra Creek, Madison
Speedway regraded and restored

banks along a section of Wingra Creek
from Fish Hatchery Road to Park Street
for the City of Madison The project
consisted of replacing storm sewer
pipes, installing stormwater treatment
devices and catch basins, dredging a
portion of the creek bed, and making
some street modifications to accommo-
date the storm sewer replacement. 

“Restoring shoreline is an example
of how we continue to diversify into
different kinds of work,” says Czere-
pinski. “We also created fish habitat

ness is being able to help them attain
their highest potential. To create a fore-
man or supervisor, you may take your
best employee, who is intelligent, task-
oriented, and driven, and teach him to
stop, think, plan, instruct, and direct
others to do the work. You are teaching
that person to be a businessman and
think more about the process of what is
getting done. When you give them
enough leeway they come up with
some new and different ways of doing
projects, and then they are teaching
me.” 

“One of the things I am most proud
of with this company is the way our
employees rise to the daily challenges,”
says DeBeck. They all have a ‘can-do’
attitude and want to conquer chal-
lenges as a team. And they do it with-
out being asked. Recently an inspector
who has worked with many local

Arbor Drive — Location, WI
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with trees and constructed steps for
fishermen along the banks.”

East Washington Avenue
This important gateway to the City

of Madison has been undergoing a
multiphase reconstruction for several
years. “We recycled all the existing
pavement, curb, and sidewalk on-site
and used for a sub-base for the new
road,” says DeBeck. “This was a good
thing for the environment because we
needed less virgin material and
reduced the number of trucks coming
and going from the site. An urban
track-type crusher was used to crush
concrete. The crusher is designed to
minimize noise and dust, plus be
mobile. We literally crushed in front of
homes without complaints.”

Speedway is currently working on
the East Washington Avenue/High-
way 30 interchange, including all the

underground work, grading, and
water/sanitary/storm sewer infra-
structure. Construction will be com-
pleted in October.

“This is a complex, multi-stage pro-
ject,” says Curt Neuhauser, Project
Manager for the Wisconsin Depart-
ment of Transportation, Southwest
Region. “Ramps have to stay open.
They’ve stayed on schedule with the
aggressive timeline. Speedway has
also done a great job of coordinating
all the subs and dealing with the inter-
ests of the town of Madison, City of
Madison, businesses, and neighbor-
hood associations. They have worked
very diligently to minimize the
impacts to businesses.”

Dane County Regional Airport
Speedway has been a prime con-

tractor for several airport projects,
including a new taxiway last summer.

Crews are currently finishing a $3.1-
million air carrier ramp expansion and
a portion of a glycol recovery system.
The expansion includes storm sewers,
utilities, grading, asphalt, and lighting.

“It is very challenging to work next
to aircraft and aircraft personnel,” says
Mike Kirchner, Director of Engineer-
ing for the Dane County Regional Air-
port. “Speedway has to keep emer-
gency roads open and the aprons
swept and clean. They also have to
deal with security requirements. The
quality of their workmanship has
always been superior.” 

Looking Toward the Future
Speedway has managed to stay

busy and competitive during this
down economy—in fact, it just recent-
ly pulled in its highest-paying job ever.
What’s the secret?

“We stay local, bid cheaper and

East Washington Avenue — Madison, WI



smarter, work harder, and take a wide
variety of jobs, both large and small,”
says DeBeck. “We have great confi-
dence in what we can do.” 

Building on that confidence,
Speedway continues to move into
new markets. DeBeck recently added
a curb-and-gutter machine and con-
crete crew. Earth retention, dewater-
ing, pipe ramming, pipe bursting,
and GPS layout and machine control
are all new capabilities for the compa-
ny. “I also intend to shortly have the
equipment for geothermal well and
horizontal piping installation,” he
says.

DeBeck is a strong believer in stay-
ing on top of technological advances.
“Other contractors have good equip-
ment and good people, just like we
do,” he says. “New technology is
about the only way to gain an edge. If
you are not growing you are falling

behind—that means taking on more
sophisticated work and investing in
new technology.” 

Despite all the new machinery and
our society’s increasing dependence
on the latest telecommunication
devices and computer programs,
DeBeck still believes our biggest tech-
nological advance happened with the
Romans. “They developed ground-
breaking ways to transport clean
water, handle sewage disposal, and
build hard-surface roadways,” he
says. “Today America’s infrastructure
is falling apart. Our job is to fix it,
upgrade it, or replace it so we can
maintain our quality of life—and
Speedway has the technology and the
skilled workforce to do it.” �

Speedway Sand & Gravel has been a member
of the AGC of Wisconsin since ____ .
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Dane County Regional Airport — Madison, WI

“Today, America’s

infrastructure is falling

apart. Our job is to fix

it, upgrade it, or replace

it so we can maintain

our quality of life.”
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AGC of Wisconsin since ______.
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deAr bArry,

Dear ‘needing to catch-up:’ 

This technology has been around for a number
of years and has been growing in popularity as

projects are successfully completed. Projects that use the
3-D modeling for coordination of all the MEP trades in
conjunction with the structural aspects of the project have
shown to be very favorable projects for everyone from
owners to contractors. This technology when used shows
collisions and conflicts well in advance of the actual con-
struction when things are more difficult to move and
resolve. This process forces all the parties to sit down and
pre-plan using many of the Best Practices that have been
developed by the Specialty Contractors committee. You are
able to use the model to schedule work on the project
understanding the different layers and how some things
need to be done so that other tasks don’t interfere. Most of
the projects that have been completed to date and that are
currently being built are really only using the 3-D model
process and not the true BIM (Building Information Mod-
eling). To get to the true BIM application that the State will
be looking for in the future you will need manufacturers to
draw components that will have active information
attached. For example a steel door frame that when hov-
ered over on the computer screen will pop-up and tell you
the size, color, manufacturer, material type everything

about that part. Another example would be
a piece of mechanical equipment that

will give you running status
when set-up as well as all the
technical information about the
equipment. All this information
can be provided to the end user to
help manage their building sitting
at a desk in front of a computer.
In the end the owner will have a
living breathing blue print of
their facility.

Software that will need to be
looked at and purchased would

be at least the following: Navis

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

Works, Revit, and 2008 Autocad MEP. Navis Works enables
a user to view many different types of software in the 3-D
world. Autocad MEP is the actual design tool used to create
and edit various structural and mechanical applications of
the structure. Revit is a design tool that is used by a lot of
the architects and engineers and drawings have to be con-
verted to view them in CAD. From these base software
needs you will find a number of companies that have spe-
cialized software for a number of different applications.

Hardware requirements may vary depending on any spe-
cialty software packages that may be purchased. However
the following will be a good base to get started. 

• Processor: Intel Pentium 4, 3.0 GHz or Greater or equiv-
alent AMD Athlom Processor

• Operating System: Microsoft Windows XP SP1 or later

• Memory: 2 GB RAM or Greater

• Hard Drive: Application requires 1 GB of free Hard Drive
space for Installation and data Storage

• Monitor: 22”-24” Widescreen or Dual Screen

• Display Resolution: 1680 x 1050 or higher

• Certified Graphics Card: 512 MB, Open GL-capable
workstation class graphics card or higher

• Sound Card: Specification is irrelevant but useful for
multimedia tutorials

• Backup Device: CD-RW/DVD-RW drive or other suit-
able storage device

• Connectivity: USB Ports

• Peripherals: Fully Microsoft compatible keyboard and
mouse

All of the above is available at your local computer vendor.

I hope this has given you some base knowledge and 
the information to get started. Wisconsin is the first to
require this technology but you can be assured they will not
be the last.

Q

A

On July 1st, 2009 Wisconsin became the first state to mandate that all construction projects that
exceed $5 million begin their A/E design process with BIM and 3D Software. This process will
permeate the construction process from beginning to end and will eventually include facility
operations and management. What do we need to work under these new conditions?  What do
we need for software?  What do we need for hardware?     — SIGNED: ‘NEEDING TO CATCH-UP’
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“Your Partner in Construction
Risk” is the philosophy of Frank
Keres, of Construction Risk Associ-
ates.  With the cost of risk being the
third highest element of construc-
tion, risk management is a critical
aspect of operations to anyone
involved in construction: Owner’s,
Contractor’s, Subcontractors, etc.
Construction Risk Associates, Inc
(CRA) works with these entities in
helping them develop and improve
their risk management program.

CRA works with contractors to
learn what they need to accomplish
and then works with them in getting
it done. CRA works with the con-
tractor’s insurance brokers and car-
riers to help them implement the
goal of making the contractor’s pro-
gram better. Yet, Frank believes that
a contractor must take control of
their own risk program.

CRA is typically hired to act as
outsourced risk manager. Some of
the typical tasks are to review exist-
ing insurance programs, provide
guidance on coverage, broker and
carrier selection, safety program
overviews, advise on claims and
claims strategies.  Daily CRA works
on contract reviews and coverage
questions. 20% of work hours are
spent in the field looking at various
safety practices. CRA has a national
client base: from Atlanta to Hawaii.
CRA has offices in Brookfield, Wis-
consin and Lake Bluff, Illinois.

Frank has a diverse background
that he believes makes CRA unique to
the risk management field. After
graduating from Notre Dame, he
went to law school and practiced law
for several years. He then went on to
work for a large general contractor in
Chicago and was one of the first Risk
Managers in the construction busi-
ness. Frank worked  at Aon helping to
develop their national construction
division. From there, Frank was the
Risk Manager at Safway Scaffolds.      

Frank enjoys working with the
various types of contracts. Often he
sees companies accepting risks that
they do not have insurance coverage
for in the form of overbroad indemni-
ty or insurance requirements that are
impossible to achieve.

One area of expertise Frank has is
in the claims area. Insurance carriers
often ask him about claims scenarios
or coverage applications. CRA serves
as a resource for entities, even those
outside of construction, for claims
work on individual claims or their
claims process.

Frank has been called “one of the
most venerated experts in the coun-
try” by a national risk educational
organization.  He is often invited to
make presentations throughout the
country at national and local associa-
tions events, including the AGC of
WIsconsin. He is one of the most pop-
ular and highly rated speakers at the
IRMI Conference (Intl. Risk Manage-

ment Institute). Frank has also writ-
ten articles for a wide variety of pub-
lications, including the Construction
Risk Management Newsletter.

In recognition of his work, Frank
was presented the “Words of Wis-
dom” Award at the 2008 IRMI con-
ference.  This is one of the highest
honors in the construction risk man-
agement arena.  During the presenta-
tion, his “practical, in the trenches
knowledge” was highlighted.

Yet, some of his favorite presenta-
tions are those that he makes on
behalf of the AGC of Wisconsin. He
has presented at AGC of Wisconsin’s
Safety & Education Day and for sev-
eral years has taught Crisis Manage-
ment for Leadership AGC.  Besides
giving the two day class for AGC on
contracts, he has made several other
presentations on behalf of the AGC.

Membership in the AGC has pro-
vided Frank not only with business
knowledge and contacts, but he has
developed friendships with many
members even if they are not clients. 

Frank is known to be direct and
open. He will tell you what he
believes you need and explain his
reasoning. This reasoning is based on
years of practical experience in the
construction industry. Objective and
realistic suggestions are better than
theories that are hard to effectuate.
CRA wants to share its experience
with you and partner with you in
your risk management program. �
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Construction Risk Associates has been an
Associate Member of the AGC of Wisconsin
since _______.
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Ozzie Guillen, the colorful man-
ager of the Chicago White Sox,
is famous for playing what is

referred to as “small ball”. His strategy
is to score by way of solid base running
coupled with a bunch of base hits.
What does “small ball” have to do with
tax planning? The same principles
apply. Consistently developing base 
hit type strategies with a home run
tossed in every now and then is what
leads to consistent tax savings. This
article will explore some of the hot tax
issues facing the construction industry
today. Some represent solid base bits.
Others can be home runs depending on
the situation. 

Long Term Contract Accounting:
The Internal Revenue Code (IRC)

generally requires that the percentage

of completion method (PCM) of
accounting be used by contractors for
tax purposes. A few very important
exceptions apply. These are potential
home runs because contractors typical-
ly pay the most tax when forced to use
the PCM. The exceptions are driven by
the type of construction activities per-
formed and the size of the contractor. 

One of the exemptions from the
PCM is for small contractors. A small
contractor is one that meets two
requirements. First, at the time the con-
tract was entered into, it must be esti-
mated that the contract will be com-
pleted within a 2-year period
beginning on the commencement date
of the contract. Second, the contractor's
average annual gross receipts for the
three taxable years preceding the year
in which a contract was entered must
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not exceed $10 million. If a contrac-
tor’s gross receipts are shrinking, a
contractor that may have been using
the PCM may now be eligible for a
more tax favorable exempt method of
accounting for newer long-term con-
tracts.  

Home builders are also eligible to
use an exempt method. The IRC
defines a home construction contract
as any construction contract where
80% or more of the estimated contract
costs are reasonably expected to be
attributable to the construction of (i)

dwelling units contained in buildings
containing four or fewer dwelling units
and (ii) improvements to real property
directly related to such dwelling units
and located on the site of such dwelling
units. Proposed regulations were recent-
ly issued that expand the types of con-
tracts eligible for the home construction
contract exemption. The regulations if
finalized would permit a greater num-
ber of players in the home construction
industry to be exempt from the PCM.
Potential home run winners include
land developers, condominium devel-
opers, and associated subcontractors. 

For contractors that must use the
PCM, a potential planning idea regard-
ing retainage payable could prove very
valuable. This will reduce income taxes
in the current year. The outcome will be
driven by what is known as the "all
events" test and the language of the con-
tract between a general contractor and a
subcontractor. Another planning idea
for contractors using PCM involves
looking at uninstalled materials on-site.
Traditional accounting for retainage
payable and on-site uninstalled materi-
als can result in higher taxes because of
the mechanics of the PCM. Steps can be
taken to avoid this outcome. 

A taxpayer using the PCM may also
elect to use the “10% method” for all
long-term contracts. Under the 10-per-
cent method, a taxpayer does not
include in gross income any amount
related to allocable contract costs until
the taxable year in which the taxpayer
has incurred at least 10 percent of the
estimated total allocable contract costs.
Similarly, a taxpayer must treat costs
incurred before the 10-percent year as
pre-contracting-year costs. The net
effect, similar to strategies involving
retainage payable and uninstalled mate-
rials, is most often a deferral of tax into
future years. 

Contractors on the completed con-
tract method (CCM) of accounting for
long-term contracts also have some
potential year-end base hit strategies.
Avoid prematurely closing out prof-
itable open jobs before year-end. Under
the CCM, all revenue and expenses are
reported in the period that the contract
is completed and accepted. Avoiding an
early close-out of profitable jobs pro-
vides a deferral of taxes. Contractors on
the CCM might also choose to accelerate
completion of loss jobs. 

Maximizing Deductions:
Classic base hit tax strategies include

taking steps to optimize your deduc-
tions. This can be as simple as a cash
method taxpayer paying for materials
before the end of the year. Accrual basis
taxpayers might also take steps to
deduct various prepaid expenses. An
accrual basis taxpayer can deduct
amounts for prepaid expenses that do
not extend beyond the earlier of twelve
months or the end of the taxable year
following the year in which payment
was made. These provisions will allow
taxpayers to expense most prepaid
amounts including insurance and
licenses. A change in accounting
method is generally required if a tax-
payer has not been deducting these pre-
paid expenses in prior years.   

Another notable deduction is the
domestic production activities deduc-
tion. The deduction in 2009 is equal to
6% of the lesser of qualified production
activities income or the taxable income
of the taxpayer. The deduction is also
limited to 50% of the eligible W-2 wages
of the taxpayer for the taxable year.
Construction activities connected with
the construction of real property locat-
ed in the United States are qualified
production activities. This means most
general contractors and subcontractors
can benefit from this deduction.

Many taxpayers are likely familiar
with bonus depreciation. For 2009,
bonus depreciation is a 50% additional
first-year depreciation deduction
allowed for qualified property. Quali-
fied property generally includes most
new tangible property with a recovery
period no longer than twenty years
including computer software and cer-
tain leasehold improvements. The
property generally must also be
acquired and placed in service during
2009. 

Eligible small businesses may also
benefit from increased Section 179
expensing. When a taxpayer purchases
assets with useful lives beyond one
year, the cost of that asset generally
must be capitalized and depreciated
over an assigned life. The Code under
Section 179 allows small businesses to
instead deduct up to $250,000 for 2009
of qualified purchases in the year of
purchase. The deduction is phased-out
if more than $800,000 of qualifying
property is placed in service during the
year. The deduction amount is also lim-
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ited to taxable income for the tax year.
Another exception to the general

rule that assets must be capitalized and
depreciated over an assigned life
relates to repairs and maintenance
expenditures. Recent regulations pro-
vide taxpayers with the opportunity to
expense amounts that previously may
have been capitalized and depreciated.
This opportunity for taxpayers spins on
the concept of a betterment. If the
repair expenditures do not result in a
betterment of the unit being repaired or
maintained, the amount generally can
be expensed.  

Utilizing Losses:
Now that strategies are in place to

maximize tax deductions, we need to
make sure we can effectively use these
deductions. Many contractors own
their business through partnerships
and S corporations. These are referred
to as pass-through entities for tax pur-
poses. When a pass-through entity has
losses in excess of income, the net loss
can often be used to offset other income
of the taxpayer. The net losses that
pass-through to individual taxpayers
can only be deducted to the extent of
something called basis. Don’t assume
that just because you have losses, they
can be used to offset other income
sources. Planning is often required to
increase basis and effectively utilize
these losses. 

Credits & Incentives:
Federal credits such as the Work

Opportunity Tax Credit (WOTC) can
serve as solid base hits. In the past, tax-
payers avoided the WOTC because the
credit came with administrative steps
that many did not want to accept. The
program has been enhanced to make it
more attractive and many payroll
providers now have processes in place
to ease the administrative concerns.
Other types of federal credits may
relate to fuel used for off-highway busi-
ness purposes, energy related incen-
tives, and research & development
activities. Also, don’t forget the states.
States and local governments can pro-
vide income, property, payroll, and
sales & use tax incentives in some
cases. 

State & Local Taxes:
Tax professionals subscribe to a

number of tax news databases. They
help us identify base hit and home run

strategies for our clients. Unfortunately,
we are seeing more these days regarding
the troubled budget situations in many
states. A consequence to these budget
woes is that states are becoming far
more aggressive in expanding their tax
base and auditing taxpayers. 

Income, franchise, and excise taxes
are certainly a big issue. The 2009-2011
Wisconsin budget act, signed into law
June 29, 2009, contained many tax provi-
sions that will affect contractors. Most of
the provisions are effective for tax years
beginning after 2008. Some highlights of

the act to discuss with your tax advisor
include:
• The highest tax rate for individuals is

now 7.75% (formerly 6.75%). 
• Except for certain assets used in

farming, the capital gains exclusion
is reduced from 60% to 30%.

• The domestic production activities
deduction (discussed above) is now
disallowed in Wisconsin. 

• Pass-through entities subject to non-
resident withholding are now
required to make four quarterly
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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.
Dane County Contracting, LLC
Dell Construction Co., Inc.
Design Structures, LLC
Ellis Stone Construction Company, Inc.
Marshall Erdman & Associates
Facility Engineering, Inc.
Paul V. Farmer, Inc.

General Contractors
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.
Iconica, 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
Oudenhoven Construction, Inc.
Parisi Construction Co., Inc.
Peter Nelson & Sons, Inc.
Powers Lake Construction Co., Inc.
Quality Building Systems
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.
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.
Westring Construction, LLC
Wingra Construction
Frank O. Zeise Construction Company, Inc.
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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
Best Defense Security & Fire Protection
Bollig Lath & Plaster Co., Inc.
Braun Corporation
C&S Construction, Inc.
Central Ceiling Systems, Inc.
Coppens Metal & Roofing
Corner Stone Construction of Janesville, Inc.
Crowley Masonry
DHO Mason Contractors, Inc.
Paul Davis Restoration & Remodeling
Decorative Concrete Systems LLC
E&A Enterprises, Inc.
Faith Technologies, Inc.
Falcon Drilling & Blasting, Inc.
Foley Electric
Forward Electric, Inc.
Gauthier & Sons’ Construction, Inc.
Ed Gersek, Inc.
Howard Grote & Sons, Inc.
H&H Industries, Inc.
Hagen Decorators, Inc. & North Central Insulation
Hamlette Professional Painting, Inc.
Marshall Hanes Steel Erectors, Inc.
Hasheider Roofing & Siding, Ltd.
Heavy Metal Contractors, LLC
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.
S&A Builders LLC
Schneider & Schneider, Inc.
SPE, Inc.
State Permits, Inc.
Stucco America, Inc.
Sullivan Brothers, Inc.
Terra Engineering & Construction Corporation 
Don Theobald Masonry
Thomas Electric Service Inc.
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.
Associated Bank
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
CHI Companies
CNA Surety Corporation 
Catalyst, Inc.
Chubb Group of Insurance Companies
Clifton Gunderson LLP
Cobb-Strecker-Dunphy & Zimmerman, Inc.
Construction Data Services
Construction Risk Associates, Inc.
Corneille Law Group
County Materials Corporation
d’Elan Safety & Consulting
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.
Kohl’s Department Stores
Komisar & Spindler, S.C.
Krukowski & Costello, S.C.
LaForce, Inc.
Lakes Brick & Block, LLC
Larson Allen
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
McFarlane Manufacturing Company, Inc.
McGraw-Hill Construction
John A. Marshall, CPA
Melli Law, S.C.
Michael Best & Friedrich LLP
Mississippi Valley Equipment Co.
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.
Project Solutions, Inc.
Putzmeister America
Quarles & Brady, LLP
R&R Insurance Services, Inc.
RJF Agencies, Inc.
RSM McGladrey
Reynolds Crane Service
RuderWare
J. Ryan Bonding, Inc.
Safe-Con, LLC
Schenck Business Solutions
Security Insurance
Slack Attack Communications
Smith & Gesteland, LLP
Spancrete Inc. 
Spider
Stetson Building Products
Suby, Von Haden & Associates, S.C.
Temp-Air, Inc.
Travelers
Vander Bloemen Group LLC
Verona Safety
Volvo Construction Equipment & Sales
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 North American Surety
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