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For Webinar Technical Assistance, please call NCS at 800-826-5256 

Our presentation will begin shortly 

Today’s Webinar:  
Building Payment Security with Preliminary Notices 

June 19, 2018 

Welcome to the NCS 2018 Webinar Series 

#NCSwebinar 



Copyright 2018 C&S Associates, Inc. 
800.826.5256 

SecureYourTomorrow@ncscredit.com 

Agenda 

• Mechanic’s Lien Process 

• Construction Credit 

• Ladder of Supply 

• Alternate Names, Time Frames and Variables 

• The Effects of Notices 

• Notice Considerations 

• State Requirements 
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No way!! 

You 

crazy?? 

How Do You Justify the Credit? 
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Mechanic’s Lien Filing Process: 
Three Steps 

Notice Lien Foreclosure 

21 days  

from first 

furnishing 

75 days  

from last 

furnishing 

One year 

from lien 

filing 

Above deadlines are examples 
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Notice to Owner or Preliminary Notice? 

95% of the 

time, when a 

preliminary notice (in 

any form) is served, 

payment is received 

without the need to 

perfect a lien. 

Not so much 

Paid 
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Improve Cash 

Flow 

Improve Working 

Capital 

Reduce DSO 

Proven Strategies 
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Mechanic’s Lien Filing Process: 
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Notice Lien Foreclosure 

21 days  

from first 

furnishing 

75 days  

from last 

furnishing 

One year 

from lien 
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Construction  
Credit 

Private 

Construction 

 

Public 

Construction 

 

LIENS  
Owner 

Corporation 
Partnership 
Individual 

BONDS 
Owner 
Federal 

State 
Municipal 

Construction Credit 
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The Project Credit Application 

Job location and owner or 

awarding authority 

Lender name and address 

General contractor’s legal name 

and address 

Sub contractor’s legal name and 

address 

Customer’s legal name, address 

and relationship to the job 

Bonding company if public 

Architect’s name and address 
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• Notice given to various parties on the ladder 

of supply  

• Prerequisite to filing a lien claim 

• Typically required to be served 20 days after 

first furnishing or greater 

 

Notice to Owner or Preliminary Notice? 
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A way for owners of construction projects 

to identify potential lien claimants and 

ensure they get paid 

 

Notice to Owner or Preliminary Notice? 
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Bank 

Material 
Distributor 

Owner 

   Sub     
   Contractor 

Sub 
Contractor 

General 
Contractor 

Sub 
Contractor 

Material 
Supplier 

  Service  
   Provider 

Material 
Distributor 

Building/Land 

Justifying the Credit 

The Ladder 

of Supply 

Claims filed below this line may be 

questionable. 
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• Notice to owner 

• Notice of furnishing 

• Preliminary notice 

• Notice to contractor 

• Notice of unpaid balance 

• Notice of non-payment 

• Notice of intent 

• Notice of lien 

Preliminary Notices: Alternate Names 
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Time Frames 

•Typically must be served by a defined 
number of days after first furnishing 
materials or services to the construction 
project 

• In some states the notice must be furnished 
prior to furnishing 

• In other states you must calculate the 
mechanic’s lien deadline and serve the 
notice so many days before actually filing 
the lien 
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• With whom did you contract? 

• Is the project commercial or residential? 

• Did you provide materials, labor, or both? 

• Did you provide specially fabricated materials? 

• Is the project new construction or an improvement to an 

existing structure? 

Variables Affecting the 

Requirement of Notices 
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Products and Services Provided 

• Materials 

• Labor 

• Materials and labor 

• Specially fabricated materials 

• Rental equipment 



Copyright 2018 C&S Associates, Inc. 
800.826.5256 

SecureYourTomorrow@ncscredit.com 

• They are not recorded 

• They do not cost your 

customer anything 

• They only apply if your 

customer defaults 

Do Notices Hurt? 
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• Attach buffering verbiage to the notices 

Preliminary Notice Considerations 
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XYZ Company 
 
To whom it may concern: 

 

The sending of the following Preliminary Notice is prescribed 

by the construction lien laws of [Project State]. This is a 

statutory requirement and needs to be done as a matter of 

law. 

 

The sending of this notice should not reflect on the credit 

worthiness of [Claimant Name]’s customer or any other party 

to the project nor does it indicate any expected problem in the 

payment of [Claimant Name]’s invoices. 

 

Buffering Tactics 
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• Attach buffering verbiage to the notices 

• Mention the possibility of a notice being 

served in your form of quote 

 

 

Preliminary Notice Considerations 
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Quote number:  12345 

Quantity:  400 Price:  $100,000 

Delivery Approx.  4 weeks upon receipt of PO 

Validity of Offer 90 Days from date of offer 

Terms of delivery FOT Freight allowed 

Payment Terms Net 30, subject to credit approval 

ABC Company reserves the right to ship defective goods.  Our warranties are extremely limited.  It is expressly understood that ABC Company 

has never completed a job or delivered an order on time.  We pride ourselves on nonperformance.  And, we don’t really like you. 

Please be advised that as a matter of procedure ABC Company 

retains its lien rights on all projects. The sending of a 

preliminary notice is required by the lien laws in most states.  

This is a statutory requirement and needs to be done as a 

matter of law. The sending of this notice does not reflect on 

your credit worthiness or any other party to the project. 

ABC Company 
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• Attach buffering verbiage to the notices 

• Mention the possibility of a notice being 

served in your form of quote 

• Educate your customers 

Preliminary Notice Considerations 
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Many who provide improvements 

to properties feel payment is more 

promptly received when a notice 

to all parties is served.   

 

 

Preliminary Notice Considerations 
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In order for you to receive payment 

more promptly, that generally means 

your customer has to be paid more 

quickly. 

 

 

Preliminary Notice Considerations 
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Who Do You Notify? 

Owner, Prime Contractor & Lender 

Owner & Prime Contractor 

15th 2nd Prime Contractor 
15th 3rd Prime Contractor and Owner 

Owner & Prime Contractor 

Owner or General Contractor 

CA 

FL 

TX 

NM 

GA 
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Bank 

Material 

Distributor 

Owner 

    Sub     

    Contractor 

Sub 

Contractor 

General 

Contractor 

Sub 

Contractor 

Material 

Supplier 

  Service  

   Provider 

Material 

Distributor 

Building/Land 

The Ladder 

of Supply 

Claims filed below this line may be 

questionable. 

Justifying the Credit 
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Bank 

Material 

Distributor 

Owner 

   Sub     

   Contractor 

Sub 

Contractor 

General 

Contractor 

Sub 

Contractor 

Material 

Supplier 

  Service  

   Provider 

Material 

Distributor 

Building/Land 

The Ladder 

of Supply 

Claims filed below this line may be 

questionable. 

Justifying the Credit 
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Contains: 

• Property owner(s) 

• Improvement  

• Contractors 

• Financing agent(s) 

• Surety 

Notice of Commencement 
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Notice of Commencement 
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• Tax assessors’ offices 

or websites 

• Property ownership   

websites 

• Sales staff 

Dodge reports 

• Ask your customers? 

 

Methods to Verify Ownership 
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Preliminary Notices – Amounts Included 
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Notice Formats 
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Niewind v. Carlson 

Chuck Niewind dba C&N 
Construction filed lien for work 
which he was unpaid. 
“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. 
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MLM Construction Co., 
Inc. v. Pace Corp. 

• “[i]n accordance with 
Arizona Revised 
Statutes § 33-992.01, 
this is not a lien and 
this is not a reflection 
of the integrity of any 
contractor or 
subcontractor.”  
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Notice – Methods of Service 

• Certified 
• Registered 
• Personal delivery 
• Express mail or overnight 

delivery by an express mail 
carrier 
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California Case Law 

• 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 
 

IGA Aluminum Products vs.   
Manufacturer’s Bank 
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• How much is at risk? 

• How comfortable are you     

with the accuracy of the 

information you have? 

Determining Factors 

Additional Methods to Verify Ownership 
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Non-Statutory Notices 
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Preliminary Notice Options 

Attorney 

• Prepared and sent by 
an attorney local to the 
project 

• Attorney is accountable 

• Money must justify 

• NCS monitors next 
actions 

Premium 

• Notices are prepared 
and sent by NCS staff, 
using information 
provided by client 

• NCS reviews for 
reasonability 

• NCS will attempt to 
verify ownership 
through several sources 

• NCS monitors next 
actions 

Express 

• Notices are prepared 
and sent by NCS staff, 
using information 
provided by client 

• Client monitors next 
actions via NCS online 
self-tracking system 
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Review of Topics Covered 

• Preserving mechanic’s lien rights is critical to those contributing to 

the improvement of real property 

• The first step in most states is to serve a notice to preserve those 

rights 

• You must understand the given variables in the state’s lien laws to 

determine if you are required to serve a notice 

• Critical factors that determine the validity of your notice are: 

• Timeliness 

• Notification to all required parties 

• Accuracy of information 

• Proper format 
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Questions & Comments 

Thank you for your time! 

 

Visit us online: www.ncscredit.com 

 

Email us: SecureYourTomorrow@ncscredit.com 

 

Call us: 800-826-5256 ext. 177 

 

Jerry Bailey: jbailey@ncscredit.com 

 

 

 

 

http://www.ncscredit.com
mailto:jbailey@ncscredit.com
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Education & Resources 

• Don’t miss our upcoming webinars! View the schedule at: 
www.ncscredit.com/education 

 

• NCS webinars are available OnDemand. 

      Contact us to learn more.   

 

• View NCS Extra Credit videos on our YouTube channel: 

      http://www.youtube.com/user/NCSCredit 

 

•    Follow us on Facebook, Twitter, LinkedIn, YouTube, and Google+ 
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