Nuts & Bolts of Notices, Lien
Walvers, and Mechanic's Liens
Reduce DSO and Payment Risk

NCScredit.com ' ! &d CREDIT



Al.ec PapeSCh munken

apapesch@ncscredit.com
3800.826.5256 x246

Agenda:

« Secured Transactions

 Notices & Lien Waivers

« New York Statutes

« Construction Technology

« Mechanic’s Liens and Bond Claims
 Foreclosure


mailto:apapesch@ncscredit.com

Secured Transactions

"We believe everyone deserves to get paid for the work that they do.”

Notices, Lien
UCC Filings Collections Waivers &

Mechanic's

O Liens
NCS

CREDIT

Secured Party




Did you know,
secured creditors
recovered an
average of 77%
more than unsecured
creditors?




Collateral

Security in our personal lives

Mortgage

Dealership Repossession




Collateral

Property pledged as a guarantee of payment for an obligation or loan

LENDER

Revolving : Personal Working




The Value of Money

Write Off Sales to Recover

25% $50,000 $200,000
20% $50,000 $250,000
15% $50,000 $333,333
10% $50,000 $500,000

5% $50,000 $1,000,000




Construction Credit
‘| can't pay you until | get paid!”

« It's difficult to maintain integrity of A/R. Back
charges and disputes are prevalent.

« Very long payment cycles. It's not unusual to see
days sales outstanding of 60 or more.

« Lean profit margins. Low bid gets the job

« Undisciplined cash flow — good tradesmen, tend
to be poor administrators

« Business can be exited quickly and easily — no
recourse
unless you have filed notices and possibly liens

Very thinly capitalized — “Pay when paid.”
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History of Notices/Liens

In 1791, Thomas Jefferson enacted
the first mechanic’s lien law In
Washington D.C,

« Ladder of supply could file a lien against
property as collateral if they were not
paid

« During the 1800s, other states
developed their own version, tailoring to
local needs and legal traditions

« Liens became essential tools for
contractors, subcontractors, and
material suppliers to secure payment,
especially across state borders
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Notice & Mechanic's Lien Process. 4 Steps

Within 20 days from Payment contingent Within 90 from last Within one year of
first furnishing on signing furnishing filing the lien
@ o2 0= {Eél S

*Above deadlines are examples




Collecting Information
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Notice & Mechanic's Lien Process m
What is it? How does it work?

Notice: Notice (required by statute) given to the
owner and/or prime contractor as a precondition to
filing a lien or serving a bond claim.

Within 20 days from
first furnishing




Become a Payment Priority




PRELIMINARY NOTICE CALIFORNIA

| ] |
USE PR.OOF OF SERVICE AFFIDAVIT OF CALIFORMIA 20-DAY PEELIMINARY NOTICE
(PRIVATE AND PUBLIC WORE)
N ACCORDANCE WITH SECTIONS 8102, §200-8202 AND 9300-9303, CALTFORNIA CIVIL. CODE

CONSTRUCTION LENDER YOU ARE HEREBY NOTIFIED THAT. ..
(Or Reputed Construction Lender, if Any) Inventory Manufacturers dba The Construction People
**DEMO CLIENT**
729 Miner Road
Constructionloanmo. _ {ifknown) Cleveland, OH 44143
(M. Eristin Alford
OWNER Or  PUBLIC AGENCY AND Telephone: (440) 461-9661; Email: kalford@nescredit com)

i1 M /)
It will upset my customer s | DEBURSING OFFICER 0 250 Bt i
. (O Private Werk) (On Public Work)
bas fumished or will furnish specially fabricated matertals and
Office labor of the following zeneral description:
Bevery Hills, CA 90210 pieces, parts and thingamajigs

DIRECT CONTRACTOR for the building, stracture or other work of improvement located at:
(Or Reputed Direct Contractor)

The Officer's Building

“I can't keep track of my projects.” B s

Beverly Hills, CA 90210 Beverly Hills, CA 90210
The name of the persen or firm whe contracted for the purchase

T] TR
?ér%;g; 51111‘:-?_‘5?05 of such labor, services equipment or materials:
Those Subcontractor Guy's Thosa Subcontractor Guy's
1234 Labor Ave.
cerly Hills 2 NOTICE TO FROPERTY OWNER

i I/ . Beverdy Hills, CA 50210 EVEN THOUGH YOU HAVE PAID YOUR CONTRACTOR IN FULL,
On aVe e S a Or Il I Ie O if the person or firm that has given you this notice is ot paid in fall for
SUB-SUBCONTRACTOR labor, service, equipment, or material provided or to be provided to your

(O Reputad Sub-Subcantractor) comsiruction project, a ien may be placed on your property. Foreclosure of
the hien may lead to loss of all or part of your property. Yoo may wish fo

research next steps.” e T
T T T ; izmed release by the om or firm that has gi this motice hefore
¢ st&%gﬁ:uggﬁglm;gk ??-ﬂung pa}m;)-t o m contracter, er mga;yumu’ method that is
appropriate under the dronmstances.

This motice is required by law to be served by the ondersizned as a
. statement of your legal rights. This mofice is not intended to reflect upon
BOND) COMPANY the financial condition of the contractor or the persom employed by yom on

the constraction project.

If yom record a motice of ceszafion or completion of vour construction
project, you must within 10 days after recording, send a copy of the notice
of completion to your contractor and the person or firm that has given you
this mafice. The notice must be sent by registered or certified mail Failure
to semd the motice will extend the deadlime to record a claim of Hen. You are
not required fo send the notice if yom are a residential homeowner of a
An estimate of the total price of the labor, services, dwelling containing four or fewer nnits.
equipment or materials furnizhed or to be furnizhed is: Claimane's Natice of umpaid compensation & employer payments owing t
$150,000.00 labarers & entifies (described in Civil Code § 8202(b)): The names and

2 - addresses of the laborer(s) and the Trust Fund to whom compensation amd
Statement or estimate of the Claimant’s demand for sums ?\mmirpm icfare due and payabie are
currently due after deducting all just eredits and offsets: (Addresses)

Mailed this datec July 30, 2024

p r}j_ﬁ—v!:

Crur Beference:

$0.00

NCS -.ccr




Preliminary Notice

Softening Letters

 Buffering tactic to explain the notice in
plain English

« Customizable for both statutory and
non-statutory notices

« Can contain Company logo, payment
instructions, and phone # to call with
any questions

« Placed in the same envelope as the
notice

ONCS o

From Protection to Collection®

To Whom It May Concern:

The sending of the following Preliminary Notice is prescribed by the construction lien
laws of WI. This is NOT a Lien but a statutory requirement and needs to be done as a
matter of law.

The sending of this notice should not reflect on the creditworthiness of JUST-IN-TIME
HVAC, INC.'S customer or any other party to the project nor does it indicate any
expected problem in the payment of JUST-IN-TIME HVAC, INC.'S invoices.

Sincerely,

JUST-IN-TIME HVAC, INC.'S
123 COOL DRIVE
MILWAUKEE, W1 53209
Contact: MS. JANE DOE
Telephone: 555-555-5555

File (D1234567) 9843616R




Justitying the Notice

Building / Land

: General
Tier1 Contractor
>Tier 2 Subcontractor Subcontractor Subcontractor
: Material Service \WEIIgE]
Tier 3 Supplier Provider Distributor

Claims filed below this line may be questionable.
S NG



Reasons to Serve a Notice

Notices identify you to the
owner of the property,
who wants to ensure you
receive payment.

Notices make you a priority for

payment from your customers.
Notices initiate compliance

with state lien laws and
preserve your right to lien if
needed.

98% of the time, serving a
preliminary notice will be enough

to get you paid.

rrrrrrrrrrrrr




Preliminary Notice
NCS Guarantees

Prepared Served Accurate Required Served
Correctly Timely Information Parties Correctly

ONCSceor




Preliminary Notice

Case Study: IGA Aluminum Products, Inc. v. Manufacturers Bank

|IGA sent Welch a Preliminary Notice via first class mail

California Statute says notice must be delivered by
personal service, certified, or registered mail.

Court found that the statute was unambiguously
clear, and that IGA's notice was fatally defective.

ONCSceor




Preliminary Notice

Case Study: Niewind v. Carlson

Chuck Niewind dba C&N Construction filed lien for
work which he was unpaid.

Minnesota statute: “must be in at least 10-point
bold type”

Niewind's prelien notice was in 11-point font, complying
with the first requirement, but it was not in bold or

capital letters.
p ONCS...or




New York Statutes

Private Projects - Liens

N

NOTICE LIE SUIT

1. NOTICE - 2. LIEN - 3.5UIT -
non-statutory recommended Commercial - within 1 vear
within 8 months from filing lien
from last furnishing
RELEASE -
Residential - satisfied lien promptly

I »

within 4 months
from last furnishing

RELEASE -
satisfied lien promptly




New York Statutes

Public Projects - Bond Claims

-

NOTICE BOND CLAIM SUIT

1. OBTAIN COPY 2. BOND CLAIM - 3. SUIT -
OF PAYMENT BOND within 120 days within 1 year from
from last furnishing completion and acceptance
MNOTICE -
non-statutory recommended RELEASE - RELEASE -
satisfied bond claim promptly satisfied bond claim promptly

I »

ONCS o
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Notice & Mechanic's Lien Process m
What is it? How does it work?

Lien Waiver: Signed document in which the would-be
lien claimant agrees to waive rights to its claim based

_ Payment contingent
on payment received.

on signing

_@_

<& ]




Understanding Lien Waivers

Conditional or Unconditional?
A signed document in which the would-

be lien claimant agrees to waive rights
to its claim based on payment received. Lien Waivers
|
Conditional Unconditional
|
| |

Conditional lien waivers
are preferred, because
the “conditions” provide
the creditor with
leverage, in the event
payment is not received
or does not clear.

Partial




Understanding Lien Waivers

Labor/Materials Payment & Project/Invoice Waiver Signed Payment
Provided Waiver Received Due Diligence and Sent Clears




| N C S CREDIT
From Protection to Collection




—mpowering through Automation

Construction Credit Technology Evolution

(

Import File API A/R Management

Digital Job Export CRM or ERP System to system System to system
Information Sheet to Project Portal communication communication with A/R




A/R Management

When your customer remits payment. E‘:

Except, you have 20 projects with that customer...

«  Which project should the payment apply to?

« How many systems do you have to search to
find the right information?

« How much time will you spend matching the
payment to the project?




NCS Technology

@ NCS Credit Online Services FTools ~ ¥ Resources ~ @ Help Center ~

Live A/R Balances

Notice/Lien Waiver

ol Cachas Concrete Inc

Automation
Simple Project Management

1-Click Project Escalation

D N C S CREDIT
From Protection to Collection



The Choice Is Yours
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Mechanic's Liens, Bond Claims,

and Suit
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Notice & Mechanic's Lien Process
What is it? How does it work?

Within 90 from

Mechanic's Lien: Lien against real property by one last furnishing
providing materials or services to the project.

T
\HH‘




Security In Construction

Notices & Mechanic's Liens mitigate
risk and protect cashflow.

Building / Land

General
Contractor

Subcontractor Subcontractor Subcontractor

Material Service Material
Supplier Provider Distributor




Notice & Mechanic's Lien Process

What is it? How does it work? BOND CLAIM

Within 90 from
last furnishing

Bond Claim: Written notice informing prime
contractor or surety that claimant, e.g., subcontractor,
supplier, or materialman, looks to them for payment.

%
|

1®
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Private versus Public Projects

How do | know?
Construction Project

Project
Owner

Corporation . Real Estate
Individuals :
S Companies




Private versus Public Projects

What is a Bond?
Construction Project

Private Construction (Liens)




Thresholds for Payment Bonds on Public Projects

Each state has its own statutes requiring payment bonds on construction projects. Some statutes may require that the general
contractor obtain a payment bond on every construction project, and other states may only require a payment bond when the total

value of the construction project exceeds a certain thresheld, Additicnally, the states vary in their reguirements for the penal sum of
the bond. The following is a guideline for public and federal projects. Please be aware that in some states, special statutes may apply
for governmental entities not listed below.

Payment bonds are generally required The partial sum of the payment bond

e for general contracts: must be:
Thresholds for Payment Bonds on T T e ——
. . Alaska - = $100,000 [ 50% of contracts < $1,000,000
P u b I'I C P rOJ e CtS (municipalities may exempt bond requirement on 40% of contracts < $5,000,000
prDchE not :ling 5400,000) 52,500,000 an contracts = $5,000,000
Arizona 350,000 or more . equal to contract amount
Arkansas [ = S5O0 . equal to contract amount
Payment bonds are generally required The partial sum of the payment bond [ st 65 conteact amount
for general contracts: must be: ks Yr———
Alabama $100,000 or more at least 50% of contract price f‘"ﬁfs"'ml
| + equal to cantract amount
Alaska > $100,000 50% of contracts < $1,000,000 I
(municipalities may exempt bond requirement on  40% of contracts < $5,000,000 , SSRGS
projects not exceeding $400,000) $2,500,000 on contracts > $5,000,000 Contracts less than §1,000,000, 50% of cantract
| ‘ocurement Contracts more than 51,000,000, but less than
. 55,000,000, 40% of contract
Arizona $50,000 or more equal to contract amount . Contracts mare than $5,000,000, $2,500,000
| equal to contract amount
rtation
Arkansas = $50,000 equal to contract amount B o
California > $25,000 equal to contract amount | o ot
equal to contract amount
Colorado > $50,000 (local public works projects) 50% of contract price ' ' 85% of contract amount
> %$150,000 (state projects) | ot feed b bl e
> $150,000 (local public-private partnerships) | amaunt fised by public endey
equal to contract amaount
Connecticut > $100,000 equal to contract amount 75% of contract price
equal to contract amount
Delaware > $100,000 equal to contract amount
FERHERy . equal to contract amount

= $100,000 local projects

Thee above (s desigmed fo prowide @ guick compansar af the requiremrents by state end does nod address ol vanobies. it 15 prowided with the wndersioading
that the publisher is not engaged in rendering lepal avice. Actian required in perfecting o caim vavies fram shale 1o state ond fram ease o case, NCS Credit
FECOTARENGS FECing on MIarney for eech fose,



Notice & Mechanic's Lien Process m
What is it? How does it work?

Within one year
of filing the lien

Suit/Foreclosure: An action in a court of law to
enforce a claim. - { -
E’I




Fill im this infoermation to kdentify the cose:

Dalslor i Zaghey Hoklngs, |ne,
Uniten States Banknuplcy Cour for e Soufnem Ditatrict of _Tgans
[ ]

O check it this is an

Catms rurvabeest I e amended filmg

Bankruptcy

Official Form 204
Chapter 11 or Chapter 9 Cases: List of Creditors Who Have the 30 Largest
Unsecured Claims and Are Not Insiders 12015

Petition

i list of creditors holding the 20 largest unsecursd claims must be filed ina Chapter 11 or Chapter § case. Include clamms which the debtor
disputes, Do nof include claims by any person or entity who is an insider, s defined in 11 US.C§ 10903}, Abso, da not inchude claims by
secired creditors, unless the unsecured claim resulting from inadequate collateral value places the creditor among the holders of the 20
larpest unsacured claims,

Hame of credior and complete
maihing sddress. incleding zip code emal address of credibor

Hame. telephone number, and  Nature ofihe claim  Indicass it Amount of nsecured claim
ffor example, frade  clasm is If the diaim is fully unsecwed, fill in onky unsscured

contsit debls, bank loane,  conlingent.  clsim ameunt. If clsim is partially secared, fil in
profaesional unliquidaled, (sl gaim amount and deduction for value of
BENVICES. and of dispatéd  golateral or sated o caleulaln unescured clais,
povaTTEnt
eoniTas)
Toisl cdam, if | Deduction for | Unsscured
paitially value of chain
p— collateral ar
sl
SUNBELT RENTALS, INC. Michael Christian, Trade cu $133.310810
T 47o0 Innovaticn Pt michael. Gvigiansunbalirental.c
Forl Ml 5C 28715 am, (5031 578-2413
D REYNOLDS COMPANY, LLC Srof George Trade cuo FITATE SN
2 26BD Sylvaria Croe Dr, Baganigelreyen cam,
Foorl Werth, T TE137 [210] BA2-1145
BO-MAT CONTRACTORS LTD Tan Brewn Trace cun $15 B0 535
3 oz indbemh Dnve danbrown Ebo-mar com
Beaumant, TX, 17707 [409] 8422125
E+GGE CRANE AND RIGGING 0. EncJones, Trade cu 14746 4T
4 2400 Maury Street, sjonesifbigg=_com,
Richmoend, V& 23229 [&04] 2712356
o [RUSH RESOURCES, LLC Jahn Rugh Jr., Trade cup $12.568,163
¥ 2TH1 County Road 639 yushinahlie. oo
Fan, TX, TTR12 (405 TR1-5511
MAMMOET USA, IMC Mike Hamie, Trade cuo $10835 424

20525 FM 51
Rosharon, Tx TP5E3

mike hanue@mammost com

[551] 8-

ONCS o
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Recap of Protections
Discussed

« Secured Transactions

* Notices & Lien Waivers
 New York Statutes

« Construction Technology

« Mechanic's Liens and Bond Claims
Foreclosure

Credit isn't just what you do,

t's a champion mindset.

RRRRR
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Thank Youl

Alec Papesch

apapesch@ncscredit.com
800.826.5256 x246

NCScredit.com
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