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Several studies and a recent
series of articles in the Boston
Globe have implicated Mas-
sachusetts home improvement
contractors in a scheme to sell
overpriced repairs and high-
interest second mortgages to
homeowners. The allegations,
which are being investigated
by both law enforcement
agencies and members of the
U.S. congressional housing
committee, hold that home
improvement contractors,
serving either formally or
informally as agents of sec-
ond-mortgage companies, sys-
tematically duped elderly and
minority homeowners into
taking out high-interest home
equity loans to pay for repairs.

Many reputable contrac-
tors, of course, often refer
their clients to lenders. But in
these cases, the allegations
hold that the contractors
received high finder’s fees
from the second-mortgage
companies, and often served
as loan sales agents, misrepre-
senting interest rates and loan
fees, so that the homeowners
ended up with payments
much larger than expected. In
addition, the allegations hold,
the repairs were often over-
priced and shoddy, so that the
entire house sometimes ended
up being worth less than the
loan that paid for the repairs. 

As a result, many of the
homeowners, some of whom
had owned their houses out-
right before taking the loans,
lost them to foreclosure when
they were unable to keep up
with payments. The cases
have occurred almost exclu-
sively in lower-middle-class
minority neighborhoods.
Many of the victims are elder-
ly. Dianne Wilkerson, attor-
ney for the Boston chapter of
the NAACP, estimated that
as many as 5,000 elderly and
minority homeowners may
have been duped.

Major regional banks have
also been implicated in the
accusations, which hold that
some banks, including
Fleet/Norstar, which just took
over the failed Bank of New
England, have been regularly

buying the high-interest loans
from the second-mortgage
companies. Some banks have
also allegedly extended lines
of credit to the mortgage com-
panies, or even worked direct-
ly with some of the home
improvement contractors who
have been implicated. 

The remodeling industry, of
course, hasn’t been thrilled to
hear about the alleged scam,
which reinforces the stereo-
type that many contractors
are sleazy. One remodeler said,
“It gives the impression that
it’s typical of all contractors,
which of course it’s not. It’s
certainly not helpful to the
industry’s image.”

Such worries proved to be
well-founded: One immediate
effect of the publicity was a
strong wave of support for a
group of “builder lemon laws”
designed to protect consumers
from shady contractors. The
pressure to pass these laws
(which are in committee as
this is being written) became
so intense that the Mas-
sachusetts Home Builders
Association (MHBA) aban-
doned its outright opposition
of the laws in favor of trying
to modify their most objec-
tionable clauses. 

“Some of the clauses, such
as requirements for universal
licensing, for written con-
tracts, and for full disclosure
of payment and interest terms,
are good,” says Garen Bres-
nick, MHBA’s executive
director. “They would help
prevent the sort of thing that’s
come to light in these recent
scams. But some of the other
clauses, in particular the one-
sided arbitration clause and
this Guaranty Fund the law
proposes to create, will simply
penalize the good contractors
without affecting the bad.” 

As proposed, the arbitra-
tion clause would make bind-
ing arbitration available on
demand to any disgruntled
customer, but not to contrac-
tors. The proposed Guaranty
Fund, which would be created
by annual contributions of
$100 to $500 per contractor,
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With an estimated 4,000
deaths and 800,000 injuries
per year caused by falls on
stairs, it’s no wonder stairway
design in the home as well as
in public buildings is a major
safety issue. 

Stairs are considered the
most dangerous architectural
feature in the home, says Jake
Pauls, a safety specialist with
Hughes Associates, a Wash-
ington, D.C.-based building
safety consulting group. In
addition, as the population
ages, it is becoming increasing-
ly sensitive to the problems of
the elderly, including getting
up and down stairs safely.

As a result, several building
codes groups have recently
changed their stair safety

requirements to include small-
er, more graspable handrails,
higher guardrails, and less
space between balusters. There
is also a trend toward applying
the stricter safety requirements
for public buildings and handi-
capped accessibility provisions
to residential codes.

Shorter, deeper steps. “The
leading cause of falls is an
inadequate riser/tread relation-
ship,” Pauls says. While the
Building Officials and Codes
Administrators (BOCA)
model code now requires an
81/4-inch maximum riser and a
9-inch minimum tread, the
group is considering a proposal
to require a maximum riser
height of 7 inches and a mini-
mum tread width of 11 inches

for all one- and two-family
dwellings.

The “7-11” proposal would
add one to three treads to most
flights of stairs, depending on
the stairway configuration,
Pauls says. The larger stairwell
would require an average of 14
extra square feet per floor.

That may not seem like
much, “but it’s a major issue in
two-story units when you’re
trying to design and build low-
cost housing,” says Don Leubs,
technical director of the
National Association of Home
Builders (NAHB) Research
Center.

BOCA is expected to
decide whether to include the
“7-11” proposal in code at
their membership meeting in
September.

Other stairway-related code
changes and issues include:

Baluster spacing. Both
BOCA and the Uniform
Building Code have reduced
the maximum space permitted
between balusters from 6 inch-
es to 4 inches. A similar
change has been proposed to
the Standard Building Code.
The smaller spaces are
designed to prevent small chil-
dren from falling through.

Handrails. All of the codes
specify handrails for stairways
with three or more risers. But
there have been proposals to
require handrails for all resi-
dential flights, even those with
one riser.

Handrail height. Most of
the codes have increased the
height from 30 inches to a
minimum of 34 inches, and
from 34 inches to a maximum
of 38 inches. BOCA permits a
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sometimes
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recent code 
revisions.

Construction Fatalities, 1985-1989

Falling from roofs, scaf-
folds, and ladders constitutes
33% of all construction fatali-
ties, and continues to be the
leading cause of death among
workers in the construction
trades. That is one conclusion
of the Occupational Safety
and Health Administration’s
(OSHA) Analysis of Construc-
tion Fatalities covering the
period 1985 to 1989. 

“We need to look a lot
closer at why workers are
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Causes of construction-worker deaths: Falls rank as the leading
cause of death among construction workers, a recent OSHA study
found. A fifth of the falls were from scaffolding.
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would be used to pay any set-
tlements resulting from these
arbitrations, with the deficit
to be made up by the contrac-
tor involved. If the contractor
is out of business or bankrupt,
however, the deficit would
have to be replenished by
those legitimate contractors
still in business. Bresnick was

lobbying to have arbitration
available on demand by either
party, and to find a different
way to reimburse the fund.

“These scams are an unfor-
tunate thing for everyone,”
says Bresnick. “But it doesn’t
mean it should be open season
on the legitimate contractor.
It’s not fair that the good ones
should have to pick up the
slack for the bad apples.”

Owning your own business
forces you to think of yourself
and how to get the most out
of every dollar spent. You
must also think of your
employees and how to get the
best return on money spent
for their benefit. A qualified
retirement plan (pension or
profit sharing plan) can help
you accomplish both of these
goals, offering super results for
you and your employees.

Defining the animal. Just
what is a qualified retirement
plan? Technically, it’s called a
“qualified plan of deferred
compensation.” 

A retirement plan that is
“qualified” simply means that
the plan meets all of a long
list of specific rules set forth
in the Internal Revenue
Code, thus qualifying for
favorable tax treatment. The
“plan” itself is a written docu-
ment spelling out how your
own situation will work.
“Deferred compensation”
means wages or other salary
that is set aside until a future
year. 

But the fact that the
money is enjoyed in the
future doesn’t mean that all
the advantages come then.
Such a plan gives you several
benefits, both immediately
and as the plan matures, by
allowing you to:
• Take a tax deduction now

for the amount contributed
to the plan.

• Accumulate investment
earnings on the funds in
the plan tax-free. 

• Get additional tax breaks
when those funds are
eventually distributed to

you or any other employ-
ee/participant.
Who can have a plan?

The answer is: almost any
business or professional. The
long and short of it is that if
you have any earnings from
self-employment or are the
owner of a closely held corpo-
ration, a qualified retirement
plan may be the best tax
mousetrap to capture money
for your future.

But are qualified plans best
for every business? No. Some-
times a “non-qualified” plan
standing alone is your best
bet; you give up part of the
tax advantages in exchange
for a more flexible plan.
Often a non-qualified plan, in
tandem with a qualified plan,
can save a bundle of taxes. 

The big advantage of a
non-qualified plan is that you
can offer benefits to selected,
rather than all, employees.
Moreover, there are no limits
to how much you can sock
away for these selected
employees. The employee
still does not pay any tax
until he or she receives the
benefit later in cash, while
the employer gets a matching
deduction at the same time.

If you want to save every
possible tax dollar while
finding a way to reward
your employees, you should
learn the ins and outs of
both qualified and non-
qualified deferred compen-
sation plans. ■

Irving L. Blackman, CPA,
J.D., is with Blackman Kallick
Bartelstein, 300 S. Riverside
Plaza, Chicago, IL 60606.

by Irving L. Blackman

Getting the Best Bang For Your
Tax Buck:  Employee Plans

Tax Talk
minimum of 30 inches and a
maximum of 38 inches. When
used as a guardrail, along a bal-
cony or loft, for example,
handrails must be higher —
usually 42 inches.

Handrail size and shape, or
graspability. All the codes
have some requirements aimed
at making handrails small
enough for people to grip with
ease. BOCA, for instance,
requires round handrails to be
between 11/4 and 2 inches in
diameter. Other specified
shapes must have a perimeter
dimension of between 4 and
61/4 inches. However, Pauls
says most wooden railings on
the market cannot meet these
graspability standards. The use
of 2x4s or 2x6s for deck or
basement railings is not
acceptable either.

In the future, code groups
are expected to consider addi-
tional safety requirements,
including handrails on both
sides of the stairs, 12-inch
handrail extensions at the top
and bottom of the stairs, safer
tread widths for spiral and
curved stairs, and the prohibi-
tion of open risers. Carpeting
on treads is another issue, since
some argue that tread measure-
ments should include carpet-
ing. 

All of these safety features
will add up to a lot of extra
costs, says the NAHB’s Leubs.
Many existing stair code
changes have been adopted
with “a glaring lack of statis-
tics,” he says. When statistics
are used, they pertain to public
buildings, not homes.

At the same time, if the
price of new and substantially
renovated housing is pushed
too high by stringent stair code
requirements, moderate
income families, says Leubs,
“will be consigned to old hous-
es that probably don’t even
meet existing codes.”

— Carol Anderson

Stair codes, continuedScam, continued

The first 3D design program utilizing Microsoft Windows
3.0 is available to design professionals for use on a standard
PC. Alias Upfront is not a full CAD program, but a “design
conceptualization” tool for creating ideas in three dimen-
sions, with visualization features including automatic per-
spective and color shading and user-selected sun angles.
The drawings can be exported to standard CAD packages
for detailing. For more information, contact Alias
Research, Inc., 110 Richmond St. East, Toronto, ON M5C
IPI Canada; 416/362-9181. 

A flexible estimating system that can be tailored to your
style is offered by National Estimating.  Lumberjack has
drawing capability and combines the qualities of a word
processor, a spreadsheet, and a database into one system.
For more information, contact National Estimating, PO
Box 463, Warwick, NY 10990; 718/956-0512.

Design, estimates, framing specs, and 3D modeling all in
one package is now available in the newly released Version
2.0 of Builders CAD. This upgrade was developed for residential builders with design needs.
Those interested should write to Integrated Computer Graphics, 1120 Hope Road, Suite 100,
Atlanta, GA 30350; 404/552-8800.

Computer Bytes

falling, to improve safety,”
said Charles Culver, director
for OSHA’s Office of Con-
struction and Engineering.
“We especially need to look at
why they are falling off scaf-
folds that are designed so
workers can be safe,” he said.
Nearly one-fifth of fatal falls
were from scaffolds.

The next largest cause of
fatalities is being “struck by”
an object (22% of all fatali-
ties), which usually involves
heavy construction equipment
like trucks or cranes. Poor rig-
ging of loads being moved and
poor storage of materials are
two major contributors to the
fatalities in this category.
Tools account for very few of
these fatalities.

The category “being caught
in or between” constitutes
18% of all construction-relat-
ed fatalities. Like the “struck
by” injuries, these fatalities
are more common in the
heavy construction trades.

The final category, “elec-
trical shock,” constitutes 17%
of all construction fatalities.
About 65% of these involve
direct contact with overhead
high-voltage wires. Besides
direct contact, ladders, scaf-
folds, rebar, metal pipe, and
paint rollers are some objects
reported as acting as conduits
for electrical shock. Electric

boxes and electrical cords
contribute to a sizable portion
of electrical shock fatalities.
Hand-held electrical tools
contribute to only 3% of all
electrical shock deaths. 

Other items of interest from
the five-year study include:
• The relative contribution of

the four major causes (falls,
struck by, caught
in/between, and electrical
shock) to the total number
of deaths did not change
significantly over the five-
year period.

• OSHA Region VI (includ-
ing Arkansas, Louisiana,
Oklahoma, Texas, and New
Mexico) was the only
region to show a downward
trend in fatalities, with the
number of deaths decreas-
ing 47% between 1985 and
1989. All other regions had
no apparent trends.

• There was no significant
variation in the number of
deaths for different days of
the work week.

• There was no significant
difference in death rates
among different worker age
groups.

• Distribution of fatalities
among union and non-
union work sites was similar
when adjusted for composi-
tion of workforce.

— Jim Hart

Fatalities, continued 

From What We Gather
Homeowners, it appears,
are more worried about
the presence of “toxica,”
an imaginary toxin, than
radon in their homes,
according to Radon News
Digest. A recent survey
sponsored by a radon
research group asked partic-
ipants to rank, in order of
perceived danger, 12 envi-
ronmental health risks.
These included lead, diox-
ins, asbestos, and radon.
They were also told about
toxica, which supposedly
had health risks identical to
those associated with
radon. Toxica was consis-
tently ranked among the
top three health risks while
radon appeared among the
bottom three.

More than 76% of the
nation’s single-family home
builders are using comput-
ers in some phase of their
business operations, accord-
ing to a survey by the
National Association of
Home Builders. Most of the
more than 1,100 respon-
dents reported using IBM-
compatible personal comput-
ers, with only 8% using
Apples.

Public stock in homebuild-
ing companies has jumped
50% in value since 1990,
with some companies’ stocks
rising as much as 300%. The
rise reflects investors’ belief
that the construction market
has bottomed out, offering
good stock buys.


