


Raising the Bar in Brazil

Inside SMACNA Brazil's mission to bring quality
HVAC and cleaner air to the forefront.

SMACNA CEO Aaron
Hilger with SMACNA Brazil
Executive Director Edson
Alves.
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nany given

day in S&do

Paulo, Brazil,

you might not

immediately
notice the HVAC systems
humming behind the scenes
of a high-rise office, a bustling
hospital or a state-of-the-
art lab. But to Edson Alves,
Executive Director of SMAC-
NA Brazil and CEO of Star
Center, that quiet machinery
represents a movement — one
that’s transforming building
standards, educating an entire
sector and rewriting what
quality and professionalism
mean for contractors across
the country.

“When SMACNA Brazil was
established, we already had
existing associations focused
on labor and government
relations,” says Alves. “So, we
focused on a different mission:
education, training and raising
the standard for the entire
HVAC industry."

In just five years, SMACNA
Brazil has grown from six
to 16 contractor members,
with more expected to join
this year. But Alves is quick
to point out that this isn’t
about numbers.

“We don’t just let everyone
in,” he says. “We want con-
tractors who are serious about
quality and committed to the

standards. We want them
to represent what SMACNA
is about.”

That commitment to quality
takes shape in multiple ways,
starting with education.
SMACNA Brazil translates
complex technical standards
into plain language that
customers and non-engineers
can understand — guides that
help building owners make
informed decisions, whether
they’re planning a retrofit
or commissioning a new
HVAC system.

“It’s not just translating
the standards,” Alves ex-
plains. “It’s explaining them in
everyday terms. We want the



SMACNA Brazil's Annual
Awards Ceremony.

end customer to know what a
good installation looks like.”

The chapter’s education
efforts stretch far beyond the
contractor base. SMACNA
Brazil hosts customer-focused
events, publishes user-friend-
ly guides and maintains close
relationships with industry
magazines to spread the
message of quality HVAC.
The group even organizes a
course similar to a postgrad-
uate program that is open to
technicians, engineers and
anyone interested in mas-
tering the fundamentals of
HVAC design, installation and
commissioning.

“It’s not just for engineers,”
says Alves. “We want to be
inclusive and raise the tech-
nical knowledge of the whole
market.”

That inclusivity also shows
up in SMACNA Brazil’s focus
on women in construction. On

International Women’s Day,
the chapter hosts breakfasts
and networking events to
connect and celebrate women
working in HVAC, a field where
their representation is still
growing.

“We want women to feel
like this is a space for them,
too,” Alves says.

SMACNA Brazil's educa-
tion-first model also extends
to biweekly technical training
sessions held for member
contractors. These one-
to two-hour trainings are
delivered by manufacturers
and tailored to the engineers
and technicians working on
the ground. From filtration to
fabrication, these deep dives
keep the workforce up to date
on the latest innovations and
best practices.

But perhaps the chapter’s
most celebrated event is its
Annual Awards Ceremony.

Each year, contractors submit
their best projects for evalu-
ation by a neutral committee
of designers and engineers.
Jobs are scored based on
quality, innovation and energy
efficiency. The event draws
more than 500 attendees from
across Brazil, and the winners
are celebrated with full video
showcases and an Oscar-style
ceremony.

“We want to recognize
excellence,” Alves says. "It’s
not just about showing off;
it’s about inspiring others to
reach that level.”

The chapter's work has even
gained international recog-
nition. One award-winning
hospital project received acco-
lades not only from SMACNA
Brazil but also from ASHRAE
in the United States. Alves
says that kind of cross-border
validation helps reinforce the
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value of SMACNA standards in
the global arena.

The chapter also collabo-
rates closely with Brazil-based
universities, especially those
with strong engineering
programs, to introduce stu-
dents to the HVAC and sheet
metal industry.

“A lot of engineering
students here still don’t really
know what HVAC is or what
we do,” Alves says. “We’re
changing that.”

In a country where air
conditioning is still less
common in homes and not
fully understood by many end
users, SMACNA Brazil’s mis-
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sion is especially urgent. The
COVID-19 pandemic brought
indoor air quality into the
spotlight, and the chapter has
been pushing to make that
awareness stick.

“We want people to know
what’s happening behind the
ceiling,” Alves says, adding
that these things matter.
“Clean air matters. Design
matters. Standards matter.”

SMACNA Brazil might
be made up of just two full-
time staff members and a
small group of committed
contractors running the
chapter day to day, but the
impact stretches far beyond

just the organization's
numbers.

“We are small, but we are
focused,” Alves says. “We be-
lieve education and high stan-
dards can lift the entire HVAC
and sheet metal market.”

That belief is catching on.
Whether it’s through trans-
lating technical documents
into tools for better building
decisions, partnering with
universities or showcasing
award-winning projects,
SMACNA Brazil is doing more
than representing contractors.
It’s raising the bar for what
HVAC can and should be in
Brazil and beyond. ¥

Speakers and members

at SMACNA Brazil's Annual
Awards Ceremony, including
SMACNA CEOQ Aaron Hilger
(top right).



CAPITOL HILL UPDATE

Navigating Tariffs, Tax Incentives
and Workforce Priorities

ngoing legislative devel-

opments and regulatory

actions at the federal level

continue to shape the com-

petitive landscape, costs
and project opportunities for HVAC and
sheet metal contractors.

TARIFFS AND MATERIAL COSTS: A
MAJOR CHALLENGE AMID SUPPLY
CHAIN UNCERTAINTY

Tariffs remain a significant factor destabiliz-

ing supply chains and materials costs crucial

for HVAC and sheet metal work, such as
aluminum. Recent tariff hikes, notably influ-
enced by the Trump administration’s legacy
policies, have increased market uncertainty
and served largely as hidden taxes inflating
input costs for contractors. Analysts warn
of ongoing price instability due to limited
domestic capacity for critical metals.

To mitigate tariff impact, contractors
might rely on several contractual and reg-
ulatory tools under the Federal Acquisition
Regulation (FAR). For example:

e FAR 52.229-3 allows contract price in-
creases to reflect newly imposed federal
taxes such as tariffs, provided such taxes
were not anticipated in bid pricing.

¢ Economic Price Adjustment clauses (FAR
52.216-4) could enable contractors to
request price revisions if material cost
indices rise due to tariffs.

* Those working under flexibly priced con-
tracts can seek cost recoveries consistent
with FAR 31.201-2 rules, which define
allowability and allocability of such costs.

* Practically, contractors are advised to
pre-purchase materials where feasible,
identify domestic suppliers, update
contract pricing provisions to accommo-
date cost passes and scrutinize existing
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agreements for tariff-related relief or
escalation clauses. These steps are
vital to protect margins amid ongoing
tariff volatility.

LEGISLATIVE MOMENTUM ON TAX
INCENTIVES BOOSTS ENERGY
EFFICIENCY PROJECTS

Several key tax provisions favorable to

HVAC and sheet metal contractors remain

on track or have been extended through

bipartisan efforts under the House-passed

H.R. 1and related reconciliation packages.

These include:

» Section 179D Energy Efficient Commer-
cial Building Deduction allows up to $5
per square foot deductions for energy
upgrade work in new or renovated proj-
ects. This incentive supports contractors
specializing in energy-efficient systems.

* Bonus Depreciation and Section 179
Expensing enables faster write-offs for
equipment and property investments,
which can improve cash flow for contrac-
tors upgrading fleets or tooling.

* Advanced Manufacturing Investment
Tax Credits (boosted from 25% to 35%)
tied to CHIPS Act-facilitated domestic
facility expansions open opportunities
on construction projects supporting
semiconductor and clean energy
manufacturing.

» 45Q Carbon Sequestration and 45U
Nuclear Energy Credits provide indirect
support to contractors involved in cutting
edge clean energy infrastructure. While
a political tug of war persists between
House and Senate over the full pack-
age with Senate pushing back on some
health and deficit elements, the ener-
gy-related tax incentives critical to HVAC
and sheet metal scopes are expected to

be preserved and potentially expanded in
upcoming 2026 tax extender bills.

WORKFORCE DEVELOPMENT
AND LABOR STANDARDS REMAIN
A PRIORITY
SMACNA advocates continue pressing
Congress to bolster workforce develop-
ment through support for Registered
Apprenticeship Programs (RAPs) and
enforcement of prevailing wage laws
critical for union contractors. These efforts
align with the demand for a highly skilled
workforce capable of meeting technical
challenges posed by advanced energy effi-
ciency and federal infrastructure initiatives.
Efforts to close employee misclassifica-
tion loopholes and promote Project Labor
Agreements (PLASs) drive policy aims to
level the playing field and protect contrac-
tor competitiveness and labor standards.

ENERGY AND INFRASTRUCTURE
INVESTMENTS FEED PROJECT
OPPORTUNITIES
Massive federal investments under the
Inflation Reduction Act (IRA), the expanded
35% tax credit within the CHIPS and Science
Act and the bipartisan Infrastructure Law
continue to catalyze large-scale construc-
tion projects, from energy-efficient build-
ings to advanced manufacturing plants.
Despite some delays and freezes on ap-
proved projects due to budget office con-
straints and legal challenges, the general
outlook for CHIPS and data center projects
is positive. These initiatives continue to
generate sustained demand for HVAC and
sheet metal contractor services, particular-
ly for energy-efficient terminal upgrades in
transportation hubs, commercial retrofits
and new clean energy facilities.



POLITICAL ENGAGEMENT AND
ADVOCACY MOVING FORWARD
SMACNA’s political engagement efforts
continue to emphasize growing bipartisan
support on Capitol Hill for policies that
advance contractors' economic interests.
The outlook stresses building a strong,
engaged coalition of legislators to embrace
key industry priorities, tax incentives and
favorable regulatory frameworks.

SMACNA is expanding efforts at the
state and local level, promoting far greater
legislative outreach, education and targeted
advocacy to complement federal actions.
Contractor members have been encour-
aged to actively become "legislative am-
bassadors" and participate, as well as share
updates and insights to reinforce
SMACNA’s industry voice in policy-
making venues.

Contractors who stay informed and en-
gaged with ongoing political developments,
workforce initiatives and evolving contract
rules will continue to be best positioned
to safeguard profitability and capitalize on
the transformative projects defining the
industry’s future.

If you have questions, contact the SMACNA
Government Affairs team.

conventic

. Hawaii, in October
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DUCT & DATA
Travis Voss

The Majority of SMACNA
Members Need a CTO

onferences across construction and

fabrication are full of talk about analytics,

metrics and KPIs. The phrase “what gets

measured, gets managed” is everywhere,

but that leads to better questions: What
exactly are we measuring? How do we decide which
numbers matter most? How do we know if we are
improving?

There is no single right answer. Every shop, project
and company has its own priorities. The real goal is
consistency. Measure something, measure it the same
way every time and review it regularly. Over time,
those consistent measurements become a mirror that
reflects both progress and weakness.

Many shops track familiar metrics such as pounds
per hour, weld inches, lineal feet, machine utilization or
ratios of fittings to straights. These provide a snap-
shot of productivity and can be tracked across time.
But they also have limits. Increasing coil line output
might look like a win, but if that creates a bottleneck
in assembly or shipping, what did you really improve?
Metrics can highlight success, but they can also hide
inefficiencies elsewhere in the system.

The danger lies in using isolated numbers as if they
tell the whole story. Real insight comes from connect-
ing each metric into the total workflow. When viewed
together, performance patterns emerge. A spike in one
area might explain a slowdown in another. That bigger
picture is where true improvement happens.

Early in my construction technology career, | chased
point solutions. Each one solved a narrow problem,
such as spooling, tracking or reality capture. Each
win felt like progress, but every fix revealed a new
issue downstream. The problem was that those tools
worked in isolation. Today, software platforms connect
estimating, coordination, fabrication, logistics and
installation. For the first time, we can see the whole
system. That visibility means our measurements must
evolve as well.

Systems thinking changes the question from “Are
we improving this step?” to “Does this change improve
the entire process?” Poorly chosen metrics can drive
behavior that looks productive but hurts overall flow.
When people chase numbers that do not align with

company goals, they can optimize for local success
instead of overall health.

Revenue is a good example. It is easy to compare
and feels like growth, but it is not always meaningful.
High revenue does not guarantee profit or stability.
Chasing top-line growth through low-margin work
can drain cash and morale. For fabrication-heavy
firms, better indicators might include less rework,
higher field productivity from better shop output, or a
growing share of projects that use your prefabrication
strengths.

Once the right metrics are in place, benchmarking
gives them value. Tracking your own results over time
shows progress and reveals backslides. Comparing
to peers adds context. Peer groups are especially
valuable because they define metrics collectively
and share results openly, making comparisons fair
and useful.

Benchmarking should not be about competition
for its own sake. It should provide perspective. It
shows whether your systems can scale, whether your
profit margins are in line with peers, and where you
can improve.

Metrics also drive alignment. What you choose
to measure tells your teams what matters most. It
connects daily work to company goals and helps
people see how their efforts contribute to progress.
When the wrong metrics are emphasized, they can
confuse or demotivate, pulling teams in opposite
directions.

Metrics are a mirror. They reflect your priorities, your
values and the health of your company. Like training
at the gym, progress takes time and consistent effort.
The results appear slowly, but they build into some-
thing powerful.

So, ask yourself: Are you measuring what truly
matters? W

Travis Voss is the Director of Innovative Technology
and Fabrication at SMACNA. He leverages his
background in the tech field to explore, adapt and
potentially develop technologies and workflows for
the construction industry, particularly as it undergoes
its digital transformation.



FINANCIAL STEWARDSHIP

Ronald J. Eagar

The ROI of Al in Construction:
A Financial Perspective

ontractors are increasingly presented with

Al-powered tools marketed to boost effi-

ciency and reduce risk. These technologies

are gaining traction across the industry,

but one critical question remains: When
will the investment deliver measurable returns?

The answer is rarely straightforward. Unlike equip-
ment with predictable depreciation schedules, Al de-
livers value incrementally. Upfront costs, such as data
system upgrades, staff training and cybersecurity in-
vestments, are relatively easy to quantify. The returns,
however, combine traditional financial metrics with
harder-to-measure organizational benefits. Knowing
what to track and when is essential.

TRACKING THE ROI OF Al OVER TIME

Al’s financial impact develops in phases. Contractors
can assess results by tracking specific indicators at
each stage.

Quick Wins (0-6 Months)

Early gains often appear in operational efficiency:

» Automation of routine tasks, such as data entry,
reporting and scheduling, frees teams to focus on
higher-value activities.

* Back office improvements, including faster billing
and invoice processing, shorten payment cycles and
reduce errors. These enhancements improve cost
tracking, strengthen cash flow visibility and improve
forecasting confidence.

* These initial efficiencies lay the foundation for
deeper insights. As Al systems begin to learn from
project data, contractors can expect more predictive
capabilities to emerge in the months ahead.

Emerging Patterns (6-12 Months)

As systems mature, their predictive abilities show

measurable impact:

¢ Schedule Variance: Comparing planned and actual
completion dates shows whether Al is reducing
schedule variance and helping mitigate delays.

¢ Safety Metrics: Wearables and video analytics
should reduce incidents, near misses and lost work-
days.
¢ Rework and Change Orders: Reality capture and
BIM integration catch design conflicts earlier and
reduce costly mid-project revisions.
As Al systems continue to learn and refine their
outputs, the accumulated data begins to support more
confident forecasting and strategic decision-making.

Strategic Gains (12-24+ Months)

With more data and operational experience, Al fore-

casts become more dependable:

* Improved forecasting leads contractors to steadier
margins, stronger cash flow predictability and fewer
emergency expenses.

* Long term planning benefits from disciplined re-
source allocation and better decision-making across
multiple project cycles.

* The workforce impact is equally important. By
simplifying workflows and reducing administrative
burdens, Al can improve morale, engagement
and retention. In today’s competitive labor market,
keeping skilled professionals delivers value that
rivals financial returns.

THE BOTTOM LINE

While the path to ROl requires patience, Al will not
deliver an overnight transformation. It requires invest-
ment, discipline and a broader definition of success
than quarterly results alone. Contractors who track
the right indicators and allow systems time to learn
typically discover value that compounds over time.
The real question is not whether Al delivers ROI, but
whether companies are prepared to measure it on the
proper timeline. ¥

For more information, contact Ronald J. Eagar, CPA,
CCIFP Partner at Grassi, at reagar@grassiadvisors.com,
through www.grassiadvisors.com or at 516-336-2460.

"The question isn't whether Al delivers ROI, but whether companies
are prepared to measure it on the proper timeline." - ronatd 1. Eagar
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LEGAL
Grant Collins

Appeals Court Upholds Minnesota's
Construction Worker Misclassification Law

n Oct. 24, the U.S. Court of Appeals for the

Eighth Circuit issued a decision that should

be viewed as a meaningful victory for

responsible union construction contrac-

tors. In Minnesota Chapter of Associated
Builders & Contractors v. Blissenbach, the court affirmed
a lower court’s refusal to block Minnesota from enforcing
its construction worker misclassification law.

Minnesota’s 2024 law imposes a 14-factor test that
must be satisfied for a worker to be treated as an inde-
pendent contractor in the construction industry.

This is good for union contractors. It reaffirms a
state’s authority to regulate labor standards within the
construction industry and prevents contractors who mis-
classify workers from gaining a competitive advantage
by avoiding payroll taxes, insurance obligations, wage
protections and collective bargaining responsibilities.

MINNESOTA’S CONSTRUCTION WORKER
MISCLASSIFICATION LAW

Effective March 1, Minnesota’s comprehensive 14-factor
independent contractor test applies exclusively to work-
ers engaged in commercial or residential construction or
improvement services. To be considered an independent
contractor, an individual operating as a business entity
must meet all 14 criteria, including

1. Business Independence - The business entity
must be established and maintained separately
from the contractor hiring it and must provide
services to multiple clients or the general public.

2. Operational Capacity - The business entity must
own or lease tools, equipment, vehicles or facili-
ties necessary to perform the work.

3. Legal and Tax Compliance - The business entity
must hold any required MN or federal tax ID
numbers, receive and retain Form 1099s when
applicable, file business or self-employment tax
returns and provide a W-9 when required.

4. Regulatory Compliance - The business entity
must carry workers’ compensation insurance (if
required), a Minnesota unemployment insurance
account (if required) and any required business
licenses and certifications.

5. Contractual Requirements - The business
entity must perform work under a signed and
dated “written contract” that is “fully executed”
within 30 days of starting work, “identifies the
specific services to be provided or performed”
and “provides for compensation from the person
for the services provided under the contract on a
commission or per-job or competitive bid basis.”

6. Payment and Invoicing - Payment must be made
only upon invoices submitted in the name of the
business. Cash payments do not qualify.

7. Control and responsibility - The contract must
give the business entity control over the means
and methods of performance, and the entity must
be responsible for completion of the work and
liable if it is not completed.

8. Risk of Profit or Loss - The entity must be able
to realize a profit or suffer a loss depending on
performance and expenses.

Failure to satisfy even one of the 14 factors results in the
worker being classified as an “employee” and not an inde-
pendent contractor under Minnesota law. The Minnesota
Department of Labor and Industry (“DLI”) and the Minne-
sota Attorney General have enforcement authority. There
also is a private right of action, through which a misclassi-
fied individual may seek compensatory damages.

The law also authorizes discretionary civil penalties
that may include:

» Up to $10,000 per misclassified worker

» Up to $10,000 per violation of the law’s disclosure and
classification requirements

» A penalty of $1,000 per day for obstructing a Minne-
sota DLI investigation

Individuals who knowingly or repeatedly engage in
any of the prohibited activities may also be held liable.

BOTTOM LINE

Expect more states to look to Minnesota’s law as a way
to stamp out fraud in the non-union construction sector,
level the competitive playing field and ensure that work-
ers receive legal wages, benefits and protections. ¥

Grant Collins is a specialist in labor and employment law
at Felhaber Larson. Reach him at gcollins@felhaber.com.
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JANUARY

January 12-13

2026 Safety & Health
Conference

Austin, Texas

January 14-15
Collective Bargaining
Orientation

Tempe, Arizona

January 20-22
SMACNA-SMART Joint
Exhibitor Booth:
Roofing Expo

Las Vegas, Nevada

January 26-28
2026 MEP Innovation
Conference

Austin, Texas

FEBRUARY

February 2-4
2025 AHR Expo
Las Vegas, Nevada

February 8-11
Project Managers Institute
Dallas/Fort Worth, Texas

February 8-10
Chapter Executives
Institute

Orlando, Florida

MARCH

March 2-4
Supervisor Training
Academy

Orlando, Florida

SMACNA CALENDAR

March 23-24

New Chapter
Executive Orientation
Chantilly, Virginia

March 23-26
Business Management
University

Phoenix, Arizona

March 25

Strategic Planning
Facilitator Training for
Chapter Executives
Chantilly, Virginia

APRIL

April 12-14
2026 SMACNA
Fab Forum
Chicago, lllinois

April 26-29

Senior Project
Leadership Institute
Rosemont, Illinois

MAY

May 31 - June 2
Council of Chapter
Representatives Meeting
Quebec City

JUNE

June 7-10

Project Managers
Institute

Boston, Massachusetts

OCTOBER

October 25-28
2026 SMACNA
Annual Convention
Orlando, Florida

Welcome New SMACNA Members

Murray Plumbing & Heating

Chandler, Arizona

Plains 2 Peaks

Denver, Colorado
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