RISK MANAGEMENT PROTOCOL

|I'Th . .
e Mid-Project

AbandoOonment

Playbook

A definitive guide to securing your site,
protecting your investment, and legally
recovering a stalled renovation.




THE FINANCIAL REALITY OF ABANDONMENT

SPEC SHEET: COST ESCALATION ¢ L SPEC SHEET: TIMELINE IMPACT G SPEC SHEET: ANCILLARY EXPENSES
™ COST: I DELAY: EEBES:
%-90% || 3T06MONTHS | |$2,000-510,000
30% - 90% , 000+
COMPLETION PREMIUM ADDED DELAY LEGAL & CONSULTING FEES
Expect the cost to finish The average time required to Potential costs to involve
remaining work to be drastically find a reputable replacement, get attorneys or construction
higher than the original quote. them on site, and restart work consultants to assess the
Covers hidden problems, (excluding rework or demolition). abandoned work.
contractor ramp-up time, and N

assumed warranty risks.
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I_A INDUSTRY REALITY: 1-IN-10 MAJOR RENOVATION PROJECTS FACE A SIGNIFICANT DISPUTE OR DELAY RELATED TO CONTRACTOR PERFORMANCE. /1\
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ANATOMY OF A 2026 PROJECT COLLAPSE

THE LABOR VOID

Bureau of Labor Statistics
data confirms a severe gap
In skilled trades.
Overcommitted crews often
jump ship for more
lucrative contracts.
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CREDIT SQUEEZES

High mid-2020s interest rates
restrict contractors’ operating
lines of credit. Underbid jobs
quickly drain cash flow,
forcing walk-offs.

THE IRA EFFECT

Inflation Reduction Act tax
credits have created massive
demand for electrification
and HVAC, pulling key
subcontractors away from
general renovations and
triggering cascading delays.
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THE FIRST RULE: PAUSE AND PIVOT

THE DEFENSIBLE STRATEGY

Formally terminate the first contract.

Hire the first available Hiring a new crew without termination
replacement crew immediately. { ~wcel puts you in breach and risks paying
= twice for the same work.

Build a defensible case first.

Emotional reviews escalate conflict,
halt negotiations, and open you up

" to defamation lawsuits. Post factual
timelines only after legal resolution.

- Post a furious, emotional
review online.

Verify ownership. Using delivered but
unpaid materials constitutes
} theft/conversion.

_ Use all the leftover materials
,on site to finish it yourself.
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DIAGNOSIS: FRUSTRATING DELAY VS. LEGAL ABANDONMENT

THE SLOW CONTRACTOR

Continues to show up Total cessation of work
intermittently. without a legal excuse.

Makes minor, verifiable

progress Clear intent not to return.

Total lack of communication
for a significant period
(often defined as 30+ days).

Communicates about delays
(even if poor excuses).

Removal of all tools and
equipment from the job site.

Leaves major tools and
equipment on site.

XX (XX
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IMMEDIATE ACTION FLOW: THE EMERGENCY STOP PROTOCOL

Immediately Tarp exposed Capture dated Move all
freeze all framing, lock photos and communication

outgoing funds access points, and v1dens of the from text/phone to
to preserve protect the property exact state of the formal written
leverage. | from weather and | job site today. letters. Establish
liability. an undeniable

paper trail.
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CRITICAL QUESTION 1: WHAT DICTATES THE DEFAULT?

Your contract is your legal roadmap. It dictates the exact procedure for declaring a contractor
in default and terminating the agreement. You must follow it to avoid counterclaims.

F VIV VIVTVSyysy.

|dentifies the required
method of communication
(e.g., Certified Mail).

VTV VFTISYs.

|dentifies the mandated
timeframe the contractor
has to fix the breach
(e.g., 10 Business Days).

OV IV TV

The specific clause that
legally severs the relationship.
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CRITICAL QUESTION 2: WHERE DO THE NUMBERS STAND?

THE OUTLAY

Total Contract Value
vs. Total Dollars |[[o S == wmm——— -
Paid to Date. e = Fom o
g REQUIREMENT: . e
/ A pristine spreadsheet / SSE ED e
tracking every cashed . ren LSRN
: check and wire transfer. # f S S
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THE REALITY

[ 1 Inventory of 100%
finished work.

[ 1 Inventory of |
incomplete tasks. |

[1 Inventory of
materials stored

on-site.
/ REQUIREMENT: ;
/ Timestamped photographic ¢
. evidence matching the 4
¢ inventory. ¥
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CRITICAL QUESTION 3: WHO HOLDS THE USE? '

IS

Scenario A: A
The Contractor

Holds The Use.

You have paid for 80@%
of the job, but only 40%
is completed.

=)

Scenario B:
You Hold The Use.

You have paid for 60%
of the job, and an
independent assessment
confirms 60% is done.

Percentage
of Work
Completed

The contractor has your
money, and you lack
the funds to finish.

Dollars

SESSMENT: Paid

% LILTTE N UL A E T R S R £ PP
AT A So— _-"'"

You retain the remaining
capital required to hire
a completion contractor.
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PROJECT DOSSIER // FINANCIAL CONTROLS // EXHIBIT 3
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- THE MATERIAL ASSET DECISION TREE
‘

Do not use.

IS

| | They belong to the
i? contractor/supplier.

2 - QTOP.!

No

=
ot i F
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You must legally
resolve the lien
before use.

11111777177/ /7,

PROJECT DOSSIER // FINANCIAL CONTROLS // EXHIBIT 5

Did you pay for them via a documented
progress payment or invoice?

Yes

Yes

Are there active supplier liens on
your property for unpaid materials?

No

CLEARED FOR USE.

You own the materials.
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STABILIZATION: THE “RIGHT TO CURE” TIMELINE

DAY 0:

Formal Notice
of Default sent
via Certified
Mail.

DAY 3:
Delivery
Confirmed
(Return receipt
secured).

DAYS 4 - 14: THE CONTRACTUAL CURE PERIOD

A
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(Typically 10-14 days).

The legally mandated window
allowing the contractor to return and
rectify the issue.

Do not hire anyone during this window.

DAY 15:
Formal
Termination
Notice Sent.

(IIIIIIIIIIIIIIIIIIIII11 severed.

Day 4

PROJECT DOSSIER // FINANCIAL CONTROLS // EXHIBIT 6

Day 15

Contract legally

Ol (s>

DAY 16+:
Clearance to
hire
replacement
Crew.

&1 NotebookLM



A LA LA L 5 5 5 L 5 5 5 5 5 5 8 5 5 5 5 5 58 85 5 5 85 85 &5 & & &5

THE RECOVERY HANDOVER PACKAGE

The meticulous documentation you just created isn’t just for defense—it is the exact toolkit
required to attract a high-quality Completion Contractor. Transparency mitigates their risk.

;/fffffffffffffffffffffffffffffffffffffffffffffffffffffffffffff.f;

/ EXPECT A REPUTABLE CONTRACTOR TO INSIST ON A NEW ;
: ? AGREEMENT THAT STRICTLY SEPARATES THEIR WARRANTY FROM 7
/ THE PREVIOUS BUILDER'S WORK. g
/ /.
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PROJECT DOSSIER // COMPLETION STRATEGY // EXHIBIT 7
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THE RENOLOGY TAKE: PREVENTION IS THE ONLY CURE

A project’s success is determined long before the first hammer
swings. The allure of a low bid often masks a weak contract.

‘| METICULOUS CONTRACTS THE NAHB RULE )3

They specify not just the marble The National Association of Home
finishes, but exact payment Builders recommends a 10% to 15% cash
schedules, scopes of work, and contingency on renovations for homes
strict default texms. over 30 years old. This 1s the exact
scenario where that fund saves the

project.
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A strong contract ensures the conversation
remains about design, not litigation.




