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Who is financing this project?  Construction contracting is fraught with enough risk without assuming the additonal risk of a default on the part of the owner. The prudent general contractor will always confirm the source and adequacy of the financing.
But what about the subcontractor?  With the prevalence today of "pay if paid" subcontract clauses, the ultimate risk of owner default has been shifted to the subcontractor.  It amazes us how often we see subcontractors place labor and materials on a job with no idea of where the money is coming from.  And a payment bond from the general to the owner is of little value to the subcontractor because of the payment terms in the subcontract.
 

So what does the careful subcontractor do? The easiest step is to ask the general for evidence of financing before entering into the subcontract.  If the project is financed, ask for the name and phone number of the lender. The lender is usually quite happy to provide the details of the construction loan. The last thing he wants is unhappy, unpaid subs with ensuing liens, etc.  If the funding is coming from the owner's accounts - once again a check with the banker is in order.  Of course, if it is a publicly held owner, the internet contains a world of information on the company's finances.  The time to address these issues might be at the bid table by conditioning your quote on satisfactory evidence of adequate construction funds.  If the general contractor resists providing this information - it might be time to walk!
 

If you are required to post a subcontract bond the whole process gets easier.  Ask your bonding agent to do the confirmation of financing.  At Graham-Naylor we are quite experienced at this process.  It is generally easier for us to communicate with lenders since we are both on the financial side of the table.  Additionally, placing this onus on us tends to preserve good general/subcontractor relationships.
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