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Surety Outlook 2019:
The Peak of the Cycle...

Along with construction spending, the Surety industry’s historic results have continued to improve.
Since 2012, the direct written premium for the industry has grown from $5 billion to over $6.2 billion
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Key Construction Material Costs
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trades continues to be critical to success. In addition, as contracts become more and more onerous,
it remains important to negotiate ideal payment
terms with both owners and general contractors. For
example, billing for materials upon purchase and
storing them onsite or in a secured location allows

2019
Risk Management
Seminar Series

the contractor to be paid upfront for the purchase as
opposed to upon install. This allows the contractor
to manage cashflow more effectively and sustain its
profit margin throughout the job.

Governmental Policies
Like most businesses, the construction industry is
significantly affected by monetary and regulatory
policies. Today’s rising interest rates will have a major monetary impact on contractors. The Federal Reserve has strategically kept interest rates at historic
lows, stimulating investment in our economy, which
has resulted in a significant increase in residential
and non-residential construction. However, as the
Federal Reserve has been systemically increasing
the interest rate, we can expect to see a tightening
in construction lending from banks and a decrease
in overall investment. This will have a direct negative impact initially on residential projects then on
commercial construction and overall spending in the
building industry.
Although we might see a decrease in the private
construction spending as interest rates increase in
2019, there should be a flow of infrastructure spending under the Trump administration’s infrastructure
plan to help support growth in the public sector.
To prepare for the rising interest rates, companies

Conducting a Thorough Accident
Investigation
Wednesday, January 9th - Downtown
Wednesday, January 16th - North County
7:30am Registration
8:00am - 10:00am Program

Performance Management for
Supervisors

Wednesday, February 6th - Downtown
Wednesday, February 13th - North County
7:30am Registration
8:00am - 10:00am Program
This year we are offering certain seminars in our
North County office (5857 Owens Ave., Suite 300,
Carlsbad, 92008.

should continue to be aggressive with their lenders by locking in low rates now, aggressively paying
down interest-bearing debt and avoiding the use of
operating lines of credit. As always, “cash is king” in
the construction industry. The ability to finance costs
and retain liquid paying power will continue to be

To register, click on the ‘register now’ button in the announcement email, or contact Bethany Mongold at
Mongold@cavignac.com or call 619-234-6848.

one of the most important factors in the success and
growth of a contractor.
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In 2019, most contractors will start to experience a

Many factors will continue to obstruct the con-

wave of impacts on the regularity influence of the new

struction industry in 2019 and beyond. However,

revenue recognition requirements of the American In-

wise contractors will continue to capture accept-

stitute of Certified Public Accountants (AICPA). On May

able profit margins by proactively growing, devel-

28, 2014, the Financial Accounting Standards Board

oping and managing an appropriate level of highly

(FASB) issued Accounting Standards Update (ASU)

skilled work force while driving the continuous im-

2014-09, Revenue from Contracts with Customers.

provement of “best-in-class” operating, accounting

According to the AICPA, the standard will eliminate the

and cash management performance standards.n

transaction and industry-specific revenue recognition
guidance under current U.S. GAAP and replace it with a
global principle-based approach to determining revenue
recognition. This standard has the potential to affect
every entity’s day-to-day accounting and, possibly, the
way business is executed through contracts.
While public firms must already be compliant, private
firms are required to start reporting their revenue compliant with ASC 606 starting 1Q 2019. The challenges
are many, particularly for construction businesses -from setting up the right performance obligation contracts, handling one-time set up costs to factoring in
costs of acquiring and tracking contracts. Not only the
direct and indirect costs associated with complying with
the new standards will be a challenge, but credit relationships with both sureties and lenders will be tested.
Producing CPA financial statements in 2019 will not be
as easy as in the past. As a result, it is anticipated that
contractors will experience both longer times needed
to produce conforming and reliable statements and that
contractors will need to be prepared to positively explain the changes to their credit partners.

Conclusion
The construction market is cyclical in nature, and the
current upswing will not last forever. Yet, in spite of the
fact that the market has been experiencing the longest
expansion in history, there is little to suggest that the
end is near. This past year has seen strong growth in
construction despite a weakening labor pool, increasing
material costs, and uncertainty surrounding governmental policies.
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Spotlight On

Cavignac & Associates is proud to support local and non-profit civic
organizations, including Ride Above Disability

Ride Above Disability Therapeutic Riding Center is a place that teaches recreational riding to children and
adults of all ages with special needs. The idea was to create a place where the entire family unit could come
and feel welcome, relax and enjoy their time at the ranch. While special needs riders are our focus, we also
teach siblings and parents who are interested, which gives our families an activity they can share together.

For more information, go to www.radtrc.org
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Health and wellness tips for your
work and life—
presented by Cavignac &
Associates

This One Thing You Use All
the Time May be Covered
with Flu Bacteria
With peak flu season approaching
quickly, you know how important it is
to constantly wash your hands and
disinfect shared spaces, but there’s
probably one thing you’ve been
neglecting to disinfect: your cellphone.
Researchers from the University of
Arizona found that cellphones carried
10 times more bacteria than most
toilet seats. And, what’s even more
alarming is the fact that cellphones are
the perfect vehicle for spreading germs
to other people.
That’s why it’s so important to take the
proper steps, like disinfecting your
phone daily, using hand sanitizer and
practicing good hygiene habits, to keep
your phone germ-free this flu season.

Don’t Let Cooler Temperatures Derail
Your Workout Plan
If you find it harder to keep up with your workout program as the
temperatures drop, you’re not alone. Every year, many
Americans find it increasingly difficult to remain committed to
their plan as the holidays, shorter days and less-than-ideal
weather create obstacles.
Whether you’re a gym-goer or outdoor exerciser, there are
simple ways you can overcome the winter obstacles and stay on
track with your workout plan.


Acclimate to colder weather by warming up inside. If
you’re an outdoor exerciser, try doing your warmup
inside. By doing so, you’ll raise your body temperature
and already be warm before you step outside.



Prep for your next day the night before. If you’re an
early morning gym-goer, try getting everything you need
for the next day together the night before. This way, all
you need to do when your alarm goes off is get up, get
dressed and go to the gym.



Have a backup plan. Even the most dedicated exercisers
will lose their motivation. That’s why it’s essential to
have a backup workout plan that you can do at home. It
doesn’t have to be lengthy, doing something is better
than doing nothing at all. Aim to have three or four fullbody workouts ready for when you need them.

This article is intended for informational purposes only and is not intended to be exhaustive, nor should any discussion or
opinions be construed as professional advice. Readers should contact a health professional for appropriate advice.
© 2018 Zywave, Inc. All rights reserved.
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Crunchy Potato Casserole
2 cups corn flakes (crushed)
2 pounds potatoes (peeled, grated)
¼ cup butter (melted)
¼ tsp. black pepper
1 onion (chopped)
1 10-ounce can cream of chicken soup
¾ cup fat-free sour cream
1 cup low-fat cheddar cheese (shredded)

PREPARATIONS
1.
2.
3.
4.

5.

Heat oven to 350 F.
Combine potatoes, butter and black
pepper in a large bowl.
Add onion, soup, sour cream and
cheese. Mix well.
Pour mixture into a 13-by-9-inch baking
dish and sprinkle with corn flake
crumbs.
Bake for 45 minutes.

Makes: 8 servings
Nutritional Information (per serving)
Total Calories

240

Total Fat

7g

Protein

8g

Carbohydrates

35 g

Dietary Fiber

3g

Saturated Fat

3g

Sodium

340 mg

Total Sugars

4g

3 Ways to Fight Holiday Stress
Holiday stress plagues many Americans every year. Top holiday
stressors include staying on a budget, managing multiple
commitments and finding the perfect gift. Use these three tips to
help keep holiday stress at bay this year.
1. Create your budget now. If you’re stressed about how
your holiday spending will impact you after the holidays
are over, you’re not alone. Remember, the sentiment of
a gift is much more important than the cost. Set a
realistic budget and do not go over it.
2. Shop early. Sometimes, you can get great deals on
presents even before the holiday season hits. Moreover,
you can avoid the scenario of not being able to get the
gift you want because it’s sold out.
3. Don’t overcommit yourself. Are you planning on hosting
a holiday dinner? Are there any holiday parties you have
to attend? Do you have to pick up loved ones from the
airport? Making a list of your commitments will help you
plan your time and help you avoid double-booking
yourself.
Don’t let stress get in the way of you enjoying your holiday
season.

Source: USDA
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