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MSA Leadership Change
MSA Executive Director, Mike Schmaltz

Most of you know that | have been planning to retire this coming
summer. | have been working with our incoming Executive Director,
David Bruneau, for the last two months and will continue to work with
him until the end of June to endure a smooth transition.

| started with MSA in 2008, at that point in time we had 50 members.
Among those members we had a group of passionate and dedicated
Officers and Directors. The foundation they provided was a springboard
for everything that has occurred since then. Today we have over 200
members, our program offerings have tripled and we can point with pride
to significant reforms to the laws affecting construction contracts. These
changes not only help subcontractors but serve to foster healthy

competition and reduce the cost of construction for consumers.
continued on page 2
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Our accomplishments have produced another benefit - recognition of Minnesota
subcontractors as a major force in the construction industry. Subcontractors perform
90% of the tasks required to complete every project. Subcontractors finance those projects by
paying for the materials and labor as they are built. Construction in Minnesota is a $14 billion
dollar industry. By carrying that burden and delivering that value, Subcontractors have earned
a voice in shape of our business environment.

MSA is now a recognized MSA brand and is recognized as the industry leader on the wide
ranging issues affecting all Subcontractors. Subcontractors are now known as a unique group
and not just a "part" of the construction industry. When we reach out to legislators or potential
members we don't have to spend as much time explaining who we are and the critical role
subcontractors provide in construction.

MSA's Board continues to demonstrate the same passion | saw at the outset. | am excited
about MSA's ability to accomplish the tasks that lie ahead. Having worked closely with so
many Subcontractors | know how the issues affect you and how important our work is. The
exhilaration of working to create change and establishing basic fairness for subcontractors will
be missed. | will also miss the regular contact with all of you. | deeply appreciate the level of
trust you placed with me.

It is a bit early to say goodbye since | will be here until June. | want to take this opportunity to

make sure that all of you know about this change and steps we are taking to ensure continuity.
| will continue to work with the same level of commitment until our transition is complete. With
that said | would like to say a few words about our incoming Executive Director.

David Bruneau

As stated earlier, David started with MSA in February, we
have worked together closely since then and will continue to
do so until the end of June.

He was previously with Gaughan Companies and served in
several association management and accounting positions.
While at Gaughan, David was also involved on a variety of
small construction projects. He has a Bachelors Degree in
Business Administration following studies at the University of
Minnesota and DeVry University.

David and his family live in the northern suburbs of the Twin
Cities. He loves hockey and until recently worked in his
spare time officiating high school games. He is also plays golf when not spending time with his
family.

David has met with the Board, all of our key committees and is participating in their planning
for the future. He has already attended a number of events and has met many of you. To
improve and expand on this he is also reaching out to meet with new and existing members to
learn about your individual concerns.

MSA will see change as a result of this transition. David and member committees are working
on our website, management software and will be starting a review of our By-Laws. As proud
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as we can be of our past accomplishments there is still much that can be done. Itis the right
time for a younger generation to be stepping in.

| will be watching from the sidelines and know | will continue to see MSA making a significant
difference for Subcontractors.

2017 Minnesota Legislative Session Overview
MSA Lobbyist Nick McNeely

The 2017 legislative session is moving ahead at full speed with omnibus finance bills
advancing through every committee and onto the House and Senate floors.

Legislators are working late hours to complete a Transportation and Jobs Omnibus bill, as well
as beginning to hear Bonding proposals.

Tension resides in the fact that the House, Senate, and Governor each have their own plan for

i mproving Minnesotab6s infrastructure and all oca
surplus. To date, the three plans differ significantly, and prior to becoming law, all differences

must be rectified.

Many Capitol insiders argue that several of the major omnibus bills headed to the Governor

appear to be Aveto baito. What i s veto bait, a
Governor if he is going to veto it? The answer is simple; once the Governor vetoes the bill the
party pushing 1t wildl use t he TQesyteempaolitcosare vet o a

already looking ahead to the next election.

Despite the differences mentioned above, there have been a number of notable
accomplishments. These include a federal tax conformity bill, numerous health insurance
reforms, and the allocation of $105 million in federal Fast Act dollars to the trunk highway fund
to be spent on construction projects this summer.

MSA at the Capitol

MSA is at the Capitol every day educating newly elected legislators, strengthening
relationships and advocating fair construction laws.

Since last fall, we have been working with Representative Rarick and a group of nearly 30
stakeholders to identify a path forward improve the retainage reforms passed last session. We
hope you are seeing benefit from the changes made in 2016. Unfortunately, some
organizations neither want to put a timeline on retainage payments, nor want a statute that
requires Subcontractors be paid their retainage if their work is finished prior to the entire
project's completion.

As you might expect MSA has al so been working t
contract clauses that will make each party responsible for their own legal fees. Once again we

have encountered strong opposition from some general contractors and homebuilders whose
associations appear to want to keep the status quo in contract requirements and industry

practice.

The MSA will work, for as long as it takes, to bring fairness to this practice.
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Additional Construction Legislation

There are a number of bills moving forward in the Minnesota Legislature that will impact the
construction industry as a whole. Several bills provide funding for technical education and/or
trade related experience. Numerous bills alter state agency rulemaking authority, and one
changes the MCIOA statute by raising the hurdle that homeowner associations need to clear to
initiate lawsuits against parties to a construction contract.

MSA looks forward to keeping you informed of the evolving political dynamics at the Minnesota
State Capitol, and if you would Iike to visit y

Members Connecting with Members
MSA President Donna Gulden

As an advantage to your MSA Membership, you are allowed full access to the Member Area
on our website, wvw.MSAMN.com. These pages not only include information on our Loyalty
(Affinity) Programs, NSA (National Subcontractors Association) Benefits, Safety Reference
Materials, DOT Audit Data, etc. but you also have access to our Member Directory.

The Member Directory is a great tool to search fellow Subcontractors and Construction
Professionals for services or products that could be beneficial to your company. The MSA is
only as strong as its members and when members engage and collaborate with each other, we
become stronger together.

The next time you attend a MSA Happy Hour Meet-n-Greet or an Educational Event, ask a
fellow member that may be of service to you to attend and make a connection with you so you
may learn more about their business and how that relationship can benefit and support your
company.

If you do not have access to your Member Page, contact Lisa Houts at 952.270.3645 or
events@msamn.com and she would be happy to get you started.

Record Breaking T.O.P.S. Event!

The Minnesota Subcontractors Association
recognized Best Practices in the construction
industry at its Annual T.O.P.S. Award Dinner
on January 24, 2017. The event was attended
by 270 Subcontractors, General Contractors
and Construction Professionals.

Individuals, companies and construction
students were presented with awards and
scholarships at event. MSA members
nominate and vote on large and small General
Contractors, Project Managers,
Superintendents, Construction Professionals
and Safety Directors. Winners are selected
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considering best practices using specific criteria including: contract terms and conditions; bidding
practices, project safety and security; reasonable schedules, competent project managers,
timely payment and others.

% The Champions Award was presented to MSA
Lobbyist Nick McNeely in recognition of his
outstanding legislative achievements. The
recipient of this award is selected by past MSA
Presidents and past Champions Award winners
to recognize significant accomplishments in the
development of MSA and work in attainment of its
| objectives.

The Project Manager Award was presented to Ben Newlin with Terra General Contractors. Terra
was also presented with the T.O.P.S. Small General Contractor Award (under $100M annual
sales). This is the second time Terra has received this award.
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Three Scholarships were presented to students
pursuing careers in construction. One of the
Scholarships was dedicated to the memory of
Patrick Kennedy, a past President and winner of
the MSA Champions Award. The winner of the
scholarship is selected considering initiative and
leadership qualities. It was presented this year
to Devyn Smoter, a student at Dunwoody.
Including these scholarships, MSA has awarded
over $43,000 to date to construction students.

Other Award winners included Construction Slue‘rintendent Cal Young with R.J. Ryan
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The Large General Contractor Award
(over $100M annual sales), was
presented to McGough. This is the sixth
time McGough has been presented with
the T.O.P.S. Large General Contractor
Award and McGough professional staff
numbered among the finalists for
individual awards.

Construction, Construction Professional Katie Critelli with Gardener Construction and Safety

Director Scott Beron with Ryan Companies US.
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BUILDING STRENGTH EVERY STEP OF THE WAY

Where do you get important insights to help improve performance? CLA's refiable professionals understand the

construction industry and can offer you a vision of the future. From compliance issues to operational assessments,
and from outsourcing to succession planning, we help to position your organization for success.

@Cllfbonl.ar!onﬂlen

Minneapolis | 612-376-4500
CLAconnect.com

2RO

WEALTH ADVISORY | OUTSOURCING
AUDIT, TAX, AND CONSULTING

= veitmert advisory servdcns are ofiered through CiftonLarsontlien
Wealth Advisces, LLC an SEC-regk din advisor.
270710 | ©2017 CiftenlarsonAlien LY
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L
CONSTRUCTION & MAINTENANCE

With lniegr\intv

Our proven project y  From preventative
management methods maintenance to 24-7
combined with the s emergency response
TJatest technology i services, we are
available ensures S, | standing by to provide
your project will be & | you with professional
completed safely, W and relizble service
efficiently, on-time, %  and maintenance,

13700 Water Tower Circle | Plymouth, MN | 55441 | 7463.559.1900 | www.clympiatech.net
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Selling Your Business? Pay Attention To Non-Recurring Expenses
By Jason J. Loven, CPA, CCIFP® @ John A. Knutson & Co., PLLP (JAK + Co.)
When buyers kick the tires of a potential business acquisition, they usually request a three-

year past earnings history. But thi s-recuerippprt doe
expenses (i .e., expenses the neWwcoodnmleerthesshoul dnad
earnings appear less impressive than they actually are.

So if youdre planning to sell your busi-ness, <co
recurring expenses with your financial statements:

Inventory write-offs

Let 6 s sayothyow out tlhousands of pre-printed labels because of changing

regulations, or that you had to ditch an order of damaged goods. These types of write-offs

arenodot | i kely to happen on a regular basis, so

Discretionary non-operating expenses

You canodt assume that your businessds future ow
when it comes to non-operating expenses, such as season tickets for sporting events,

company vehicles, and travel-related costs. For example, you may have entertained clients at

an executive suite at Target Field, but your successor may not see the value in this

expenditure. ldentifying these types of expenses can show potential buyers a straightforward

pathway to an immediate profit increase.

Excessive salaries

The sal aries of a businessodos owners and officer
company could be considered excess or if a lower one could replace it, consider making note
of this for potential buyers . By doing so, you can better il l us

Fringe benefits

Do you provide health and dental coverage, a retirement plan, or pension plan contributions for
your employees? You may see these benefits as essential, but a potential buyer may think
differently. For this reason, consider detailing the costs of each.

And t hen rechhrreng e\esueé

Another way to support your asking price is to call out any sources of recurring revenue. For
example, if you have a backlog or annual contracts, make sure potential buyers are aware of
these so they can understand your businesso6s po

Thereds more to think about

Determining which expenses are truly non-recurring can be tricky. And while including a listing

of such with your financial statement i s a great place to star
evaluating your business. So if you have questions about your business or would like to learn

more about this topic, feel free to give me a call.

Jason J. Loven, CPA, CCIFP- jloven@knutson-cpa.com - 651-641-1099
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