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Brief summary

In a short paragraph, please summarize all substantive provisions of new regulations or changes to
existing regulations that are being proposed in this regulatory action.

The Board for Contractors (the Board) seeks to amend its current regulatieggdod to
statutory changes, clarify previous regulations and respond to changes in thg.indigtrthe
exception of regulations promulgated due to the amended of the statutes requincgnsee-|
education for contractors in 2008, the last non-fee related regulatory changmadeas 2003.
Other changes which may be necessary may also be considered.

Acronyms and Definitions

Please define all acronyms used in the Agency Background Document. Also, please define any technical
terms that are used in the document that are not also defined in the “Definition” section of the regulations.

Legal basis

Please identify the state and/or federal legal authority to promulgate this proposed regulation, including
(1) the most relevant law and/or regulation, including Code of Virginia citation and General Assembly



Town Hall Agency Background Document Form: TH-02

chapter number(s), if applicable, and (2) promulgating entity, i.e., the agency, board or person. Describe
the legal authority and the extent to which the authority is mandatory or discretionary.

Section 54.1-1102 of the Code of Virginia provides the authority for the Board to promulgate
regulations for the licensure of contractors in the Commonwealth. The contenteduleions

is pursuant to the Board’s discretion, but shall not be in conflict with the purposes of the
statutory authority.

Please explain the need for the new or amended regulation by (1) detailing the specific reasons why
this regulatory action is essential to protect the health, safety, or welfare of citizens, and (2) discussing
the goals of the proposal, the environmental benefits, and the problems the proposal is intended to solve.

Recent statutory changes, regulatory amendments and policy changes madedigtether
agencies that directly affect the regulant population of the Board, as wellrggesha the
industry, warrant review and promulgation of regulations to ensure that thegtatgueflect
current requirements and standards and that they are consistent and cleang Eresuthie
regulations are as clear as possible will facilitate the regulatonspliance with the statutes
and Board’s requirements, which will better protect the health, safety, andeaadlthe public.
Other changes which may be necessary may also be considered.

Substance ‘

Please briefly identify and explain new substantive provisions (for new regulations), substantive changes
to existing sections or both where appropriate. (More detail about all provisions or changes is requested
in the “Detail of changes” section.)

General clarifying changes to the regulations. Also amending the Board’s regulations
as they relate to water well contractors to incorporate statutory changes that established
water well systems provider certification. The Board will also review the renewal and
reinstatement requirements to address issues related to individual license and
certification and trades-related contractors whose qualified individuals no longer have
current licenses. In addition, the following are to be reviewed:

18 VAC 50-22-10 (General definitions), 18 VAC 50-22-20 (Definitions of license
classification) and 18 VAC 50-22-30 (Definitions of specialty services): General
definitions and definitions of classifications and specialties were amended to reflect
changes in the industry and amendments and policy changes made by other state
agencies that directly affect the regulant population of the Board.

18 VAC 50-22-40(B), 18 VAC 50-22-50(C), and 18 VAC 50-22-60(C): Amending the
eligibility criteria for the Qualified Individual requiring a written examination that
determines whether the individual has a knowledge of the specialty reasonable for the
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gualification of the person completing the work and the risks associated with the work
being performed.

18 VAC 50-22-50(D) and 180 VAC 50-22-60(D): Increasing the net worth requirement
for Class A and Class B contractors.

18 VAC 50-22-70: Amending the regulations to include substantial equivalency as a
means of determining that eligibility criteria has been met.

18 VAC 50-22-210: Amending the regulations to require specific actions are taken by a
company upon termination or dissolution of the business.

18 VAC 50-22-230: Amending the regulations to clarify the principal place of business.

18 VAC 50-22-260: Amends the prohibited acts to specifically include failure of a
contractor to obtain a building permit or inspection, to fail to respond to an agent of the
Board and allows the Board to determine improper and dishonest conduct as a
violation.

Other changes which may be necessary may also be considered.

Issues ‘

Please identify the issues associated with the proposed regulatory action, including:

1) the primary advantages and disadvantages to the public, such as individual private citizens or
businesses, of implementing the new or amended provisions;

2) the primary advantages and disadvantages to the agency or the Commonwealth; and

3) other pertinent matters of interest to the regulated community, government officials, and the public.

If the regulatory action poses no disadvantages to the public or the Commonwealth, please so indicate.

In amending these regulations, the Board for Contractors is continuing to provide
necessary public protection tasked to them through existing statutes. These proposed
amendments will, without compromising that protection, clarify existing requirements,
respond to statutory changes and respond to changes in the industry. Currently the
Board’s staff spends a considerable amount of time processing applications and
providing guidance to both the regulant population and the general public in those areas
impacted by these proposed amendments. Promulgation of these changes will
decrease the contact required with this regulants, which should have an increase in the
amount of time staff can dedicate to application processing, subsequently reducing the
current waiting time experienced by all applicants.

The Board for Contractors must promulgate regulations that provide an adequate level
of protection to the public while, simultaneously ensuring that individuals and
businesses are not given unnecessary burdens to licensure. Amendments to the
eligibility requirements for licensure are intended to further strengthen that protection
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and, while these amendments may raise some concerns within the regulated
community, and thus become a matter of interest, they will not likely be looked at as
being overly burdensome to most of the regulant population or the industry.

Requirements more restrictive than federal

Please identify and describe any requirement of the proposal, which are more restrictive than applicable
federal requirements. Include a rationale for the need for the more restrictive requirements. If there are
no applicable federal requirements or no requirements that exceed applicable federal requirements,
include a statement to that effect.

There are no requirements in the proposed regulations that would be more restrictive
than those currently required in Federal Law

Localities particularly affected

Please identify any locality particularly affected by the proposed regulation. Locality particularly affected
means any locality which bears any identified disproportionate material impact which would not be
experienced by other localities.

No localities will be particularly affected.

Public participation

Please include a statement that in addition to any other comments on the proposal, the agency is seeking
comments on the costs and benefits of the proposal and the impacts of the regulated community.

In addition to any other comments, the board/agency is seeking comments on the costs
and benefits of the proposal and the potential impacts of this regulatory proposal. Also,
the agency/board is seeking information on impacts on small businesses as defined in 8
2.2-4007.1 of the Code of Virginia. Information may include 1) projected reporting,
recordkeeping and other administrative costs, 2) probable effect of the regulation on
affected small businesses, and 3) description of less intrusive or costly alternative
methods of achieving the purpose of the regulation.

Anyone wishing to submit written comments may do so by mail, email or fax to Eric
Olson, Executive Director, c/o DPOR, 9960 Mayland Drive Ste 400, Richmond, Virginia,
23233. Written comments must include the name and address of the commenter. In
order to be considered comments must be received by the last date of the public
comment period.

Public hearings will be held and notice of those public hearings will appear on the
Virginia Regulatory Town Hall website (www.townhall.virginia.gov) and the
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Commonwealth Calendar. Both oral and written comments may be submitted at that
time.

Economic impact ‘

Please identify the anticipated economic impact of the proposed new regulations or amendments to the
existing regulation. When describing a particular economic impact, please specify which new
requirement or change in requirement creates the anticipated economic impact.

Board for Contractors
Fiscal | mpact of Proposed Reqgulation

Summary:

The current Contractor regulations are being revised with a numbkanfies and enhancements. The
regulations include some clarifying changes, the statutory changettidisted the water well systems
provider certification, updated general definitions, increased net waudireenents for Class A and B
contractors, and amendments to the Qualified Individual requirements,imgcludritten exam. The net
worth changes and qualified individual requirements have fiscal implitsatod the applicant and regulant
population.

All costs incurred in support of board activities and regulatory operatiensaid by the department and
funded through fees paid by applicants and licensees. All boards withinghdrent of Professional
and Occupational Regulation must operate within the Code provisions of theaDa#ict (54.1-113),

and the general provisions of 54.1-201. Each regulatory program's revenues adesjuzse to support
both its direct costs and a proportional share of agency operating costseplenent allocates costs to
its regulatory programs based on consistent, equitable, and costreffeethodologies. The board has
no other source of income.

Fiscal Impact:
FY 2009 FY 2010 FY2011 FY2012
Fund NGF (0900) | NGF (0900) NGF (0900) NGF (0900)
Program/Service Area 560 46 560 46 560 46 560 46
Impact of Regulatory Changes:
One-Time Costs D 0 0 0
Ongoing Costs D 0 0 0
Total Fiscal Impact ) 0 0 0
FTE 0.00 0.00 0.00 0.00

Description of Costs:
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One-Time:
Ongoing:

Cost to Localities:

Form: TH-02

No one-time costs are expected as a result of this peguaange.

No ongoing costs are expected as a result of this regulatorgchang

No change anticipated.

Description of Individuals, Businesses, or Other EntitiesImpacted: The revised regulations will
affect all existing contractors, contractor applicants, and thelifipd Individuals. Qualified individuals
moving from one contractor to another will be required to take the exam urdgdsatre previously
passed the exam.

Estimated Number of Regulants:

The revised regulations will affect approximately 68,000

licensed contractors and approximately 8,000 new applicants annually.

Projected Cost to Regulants: It is expected that qualified individual exam fees will be in thgeaof
$40 to $60. Some prospective applicants that once were eligible to appGlass A will apply as a
Class B. This will result in decreased revenue for the departraeging from approximately $8,000 in

FY10 to $23,000 in FY12.

Biennium

2006-08

2008-10

2010-12

2012-14

Financial Status and Projections
Proposed Regulation Change

Beginning Cash
Balance

2,269,331
2,419,086
-446,845

1,015,693

Major Fee Type

Individual

Application:
Class A
Class B
Class C
Tradesman

Individual Renewal
Class A
Class B
Class C
Tradesman

Ending Cash
Revenues Expenditures Balance
13,868,255 13,718,500 2,419,086
15,895,446 18,761,377 -446,845
21,695,108 20,232,570 1,015,693
21,672,108 22,706,654 -18,853
Fee History
Projected
2003 2005 2010
175 200 230
150 175 220
125 150 200
75 90 100
150 165 220
135 150 210
100 110 190
35 40 80

Number
Callahan of
Act % Regulants
17.6% 68,876 as of 6/30/08
-2.4%
5.0%
-0.1%



Town Hall Agency Background Document Form: TH-02

Alternatives ‘

Please describe any viable alternatives to the proposal considered and the rationale used by the agency
to select the least burdensome or intrusive alternative that meets the essential purpose of the action.
Also, include discussion of less intrusive or less costly alternatives for small businesses, as defined in
§2.2-4007.1 of the Code of Virginia, of achieving the purpose of the regulation.

In reviewing the regulations, the Board considered whether there was a less
burdensome alternative. Alternatives that failed to meet this consideration were
rejected. The Board believes that failure to adopt these regulations will actually place
an unnecessary burden on both the existing regulant population and future applicants
for licensure.

Most of the proposed amendments to the regulations clarify existing language, modify
definitions to meet changes in the industry or to address historical issues experienced
by the Board since the last amendments were promulgated. For those changes that are
more substantive the Board looked at methods used in other regulatory programs as
well as those used by similar agencies in other states. The Board weighed those
alternatives against the burden to its own regulant population, especially small
businesses.

The Board will consider all comments received during the public comment period as to
proposed alternatives.

Regulatory flexibility analysis ‘

Please describe the agency’s analysis of alternative regulatory methods, consistent with health, safety,
environmental, and economic welfare, that will accomplish the objectives of applicable law while
minimizing the adverse impact on small business. Alternative regulatory methods include, at a minimum:
1) the establishment of less stringent compliance or reporting requirements; 2) the establishment of less
stringent schedules or deadlines for compliance or reporting requirements; 3) the consolidation or
simplification of compliance or reporting requirements; 4) the establishment of performance standards for
small businesses to replace design or operational standards required in the proposed regulation; and 5)
the exemption of small businesses from all or any part of the requirements contained in the proposed
regulation.

1) There are three common methods for determining competency generally accepted in
the licensing requirements for individuals in the construction industry: a) written
examination; b) practical examination; and, c) independent third party inspection/review
of completed work in the scope of the licensing requested. The Board uses all three of
these, in various combinations, throughout its licensing programs and is always looking
for a method to determine minimum competency that is the least burdensome to the
regulant while, at the same time, affording the protection to the public expected of
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regulatory boards. The Board believes that these amendments are the least stringent
that can be promulgated that will still deliver that protection.

2) There are no deadlines or reporting requirements required by these proposed
regulations.

3) There are no reporting requirements proposed by these regulations.
4) There are no performance standards proposed by these regulations.
5) The vast majority of contractor businesses licensed by the Board would be identified
as small businesses and, since the Board finds the least burdensome alternative in the

development of its regulations, it has taken into consideration the affect on small
business, negating the need for an exemption.

Public comment

Please summarize all comments received during public comment period following the publication of the
NOIRA, and provide the agency response.

No comments were received during the public comment period.

Family impact

Please assess the impact of the proposed regulatory action on the institution of the family and family
stability including to what extent the regulatory action will: 1) strengthen or erode the authority and rights
of parents in the education, nurturing, and supervision of their children; 2) encourage or discourage
economic self-sufficiency, self-pride, and the assumption of responsibility for oneself, one’s spouse, and
one’s children and/or elderly parents; 3) strengthen or erode the marital commitment; and 4) increase or
decrease disposable family income.

These proposed regulations would have no impact on the institution of the family or
family stability.

Detail of changes

Please detail all changes that are being proposed and the consequences of the proposed changes. If the
proposed regulation is a new chapter, describe the intent of the language and the expected impact if
implemented in each section. Please detail the difference between the requirements of the new
provisions and the current practice or if applicable, the requirements of other existing regulations in place.

If the proposed regulation is intended to replace an emergency regulation, please list separately (1) all
provisions of the new regulation or changes to existing regulations between the pre-emergency regulation
and the proposed regulation, and (2) only changes made since the publication of the emergency
regulation.



Town Hall Agency Background Document

Form: TH-02

For changes to existing regulations, use this chart:

Current
section
number

Proposed
new section
number, if
applicable

Current requirement

Proposed change, rationale, and
consequences

18 VAC
50-22-10

Adds “Address of record” to the list of
defined terms. This change is being
proposed to address situations presented
to the Board during legal proceedings
brought about through the appeal process.
The addition of this definition to the
regulations identifies the address that is
used by the Board in official notices.

Adds “Change order” to the list of defined
terms. This change is being proposed to
clarify a prohibited act found in 18 VAC 50-
22-260 B 31.

Adds “Principal place of business” to the
list of defined terms. This changes is
added as a companion to “address of
record,” in order to differentiate the two
terms.

Adds “Prime Contractor” to the list of
defined terms. Current statutes and
regulations relating to the licensure of
contractors in Virginia, does not specifically
identify general contractors. The term
“prime contractor” is generally used with
the public and licensees. The addition of
this definition places the term in the
regulations.

Adds “Virginia Uniform Statewide Building
Code” to the list of defined terms. This
portion of the VAC is the measurement
standard for most work completed in
Virginia and has never been specifically
identified in the regulations, although
licensees are required to adhere to those
standards.

18 VAC
50-22-20

Amends the definition of “Building
contractors” to remove the term “general
contracting” and clarify it by indicating that
a contractor with the building classification
may perform work as a “prime” contractor.
The removal of “general contractor” from
the regulations is to help alleviate
confusion that is experienced by those




Town Hall Agency Background Document

Form: TH-02

applying for a license. Several other states
actually have a special license for “general
contractors” with different eligibility criteria
than regular licenses. The Board receives
several hundred emails per year and
countless other telephone calls from
applicants and potential applicants that are
confused when it is revealed that Virginia
does not have a special license for general
contractors, yet the term appears in the
regulations. This modification, along with
the addition of the definition of prime
contractor should help reduce the
confusion.

In addition to the above cited amendment,
the four additional specialties are added to
the scope of practice for contractors with
the building classification as contractors
with this classification are qualified to
perform work in these specialties. The
modular/manufacture building contractor
specialty is removed as these regulations
propose the deletion of the specialty, in the
previous section.

The definition of the scope of practice
allowed contractors with the electrical
classification is amended by adding a
reference to the Virginia Uniform Statewide
Building Code and a statement that all
such contractors must ensure that they
also comply with the individual licensing
(tradesman) standards.

The definition of the scope of practice
allowed contractors with the HVAC
classification is amended by adding a
reference to the Virginia Uniform Statewide
Building Code and a statement that all
such contractors must ensure that they
also comply with the individual licensing
(tradesman) standards.

The definition of the scope of practice
allowed contractors with the plumbing
classification is amended by adding a
reference to the Virginia Uniform Statewide
Building Code and a statement that all
such contractors must ensure that they
also comply with the individual licensing
(tradesman) standards. Additionally, a new
provision is added to address the
expansion of the current scope of practice
regarding the installation of fire sprinkler
systems that is currently allowed by the

10
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USBC, but will be expanded in the 2009
update. This policy is already in place, but
the proactive inclusion of this policy in the
regulations will alleviate the necessity of
going into regulatory review when the 2009
International Plumbing Code is
incorporated into the Building Code.

18 VAC
50-22-30

The definition of the scope of practice
allowed contractors with the Alternative
Energy Systems specialty is amended to
clarify that these contractors are not
permitted to work on generators that are
fueled by propane, natural gas, diesel fuel
or any other fossil fuel. This installation of
equipment that involves trade-related work
(plumbing, electrical, HVAC or gas-fitting)
would not be permitted by this specialty;
however, there was some confusion in the
field with regards to whether this would be
considered trade-related work. This
amendment clarifies the issue and further
defines the scope of practice.

The definition of the scope of practice
allowed contractors with the
Elevator/Escalator specialty is amended to
include the requirement that these
contractors also meet the individual
certification standards. This amendment is
necessary in order to comply with the
statutory requirements set forth in § 54.1-
1140 et seq. of the code of Virginia
(Certified Elevator Mechanics).

The definition of the scope of practice
allowed contractors with the Fire Sprinkler
specialty is amended to include a corrected
reference to the USBC as well as
clarification of backflow device installation
licensing requirements.

The definition of the scope of practice
allowed contractors with the Gas Fitting
specialty is amended to ensure that they
must also comply with the individual
licensing (tradesman) standards.

The definition of “Industrial Building
Contracting” is added as an independent
specialty. Currently, contractors installing
industrial buildings, also called modular,
are licensed under the
Manufactured/Modular building contractors
specialty. The implementation by the
Department of Housing and Community

11
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Development of new HUD standards for
those who install manufactured homes
necessitates the breakout of modular
contractors. The new HUD regulations
would add requirements to the current
licensing scheme that would be overly
burdensome and unnecessary for those
currently only installing modular structures.
The breakout of the specialty will allow
these contractors to continue to install
modular buildings without having to meet
these new requirements.

The definition of the scope of practice
allowed contractors with the Landscape
Service specialty is amended to clarify that
these licensees may remove tree stumps
and roots below grade level. This
clarification is added based on comments
received during the course of the last
several years, from contractors with this
specialty, who have experienced difficulties
with customers and building officials
regarding what they are permitted to
complete with their license. In addition,
contractors with the Highway/Heavy
classification are identified as a licensee
that may perform this work.

The definition of the scope of practice
allowed contractors with the Liquefied
petroleum gas specialty is amended to
ensure that they must also comply with the
individual licensing (tradesman) standards.

The definition of “Manufactured Home
Contracting” is added as an independent
specialty. Currently, contractors installing
manufactured homes are licensed under
the Manufactured/Modular building
contractors specialty. The implementation
by the Department of Housing and
Community Development of new HUD
standards for those who install
manufactured homes necessitates the
breakout of manufactured home
contractors into their own specialty. This
will allow the Board for Contractors and the
Department of Housing and Community
Development to ensure compliance with
the new HUD requirements by isolating the
specialty and not allowing any other
specialty to perform the work.

The definition of Modular/manufactured
building contractors is deleted from the

12
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regulations. This amendment is made as
the specialties have been broken out
individually and the current definition is no
longer necessary or valid.

The definition of the scope of practice
allowed contractors with the Natural Gas
Fitting Provider specialty is amended to
ensure that they must also comply with the
individual licensing (tradesman) standards.

The definition of the scope of practice
allowed contractors with the Water
Well/Pump specialty is amended to add
geothermal wells drillers. Since
geothermal wells can penetrate the
formations or parts of a formation that
contain sufficient saturated, permeable
material to yield significant quantities of
water to wells and springs, contractors that
perform such work must be trained in order
to ensure that these formations are not
contaminated, thus putting the public at risk
from contaminated drinking water. By
including them in this specialty, it will
ensure that personnel performing the work
are properly educated and have sufficient
experience to complete such tasks.

18 VAC
50-22-40

Quialified Individuals must
pass a trade-related
examination, completed
education and training
requirements for eight of the
over 40 specialties.

Qualified Individuals would be required to
continue to meet the current requirements
for those eight specialties. All other
specialties will require that the Qualified
Individual complete a Board approved
examination. Since FY 2003 the Board
has adjudicated over 5000 disciplinary
cases against licensed contractors, of
these cases 47% involve competency
issues, which would amount to
approximately 2400 cases. This does not
include the nearly 1000 complaints per
year received by the Board for
workmanship issues that must be resolved
in civil court, but do not quite rise to the
level of a disciplinary case. Using the
standard of $3000 per adjudicated case,
which is based on Board costs and
personnel costs (including man hours and
other related expenses), the Board has
spent nearly $7 million on these cases in
the last six Fiscal Years. While the
inclusion of a written examination as a
requirement for licensure does not
guarantee that all contractors will be
competent in their specialties, it does
provide a certain level of measurement that

13
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will help the Board insure that one must be
minimally qualified to perform certain work.
At the present time, with the exception of
the eight specialties that already require
additional eligibility criteria, Qualified
Individuals need only provide three
references that can attest to work
performed by the contractor. These
attestations do not provide enough
verification to the Board to ensure
competency. Currently, several states
have examinations that are required of
contractors that are based on their
specialties. Currently, several states
require examination of some or all of the
specialties where licenses are offered (not
all states regulate contractors at the state
level, several are regulated at the local
level). Those that require specialty
examinations include: California, Arizona,
Florida, North Carolina, Tennessee,
Alabama, West Virginia, South Carolina
and others. For those specialties that
already include qualifications that must be
met, those requirements are moved from
Board policy to the regulations, such as
NICET Sprinkler Il certification for Fire
Sprinkler Contractors, DEQ/EPA
certification for Radio mitigation
contractors, etc.

18 VAC
50-22-50

Qualified Individuals must
pass a trade-related
examination, completed
education and training
requirements for eight of the
over 40 specialties.

Qualified Individuals would be required to
continue to meet the current requirements
for those eight specialties. All other
specialties will require that the Qualified
Individual complete a Board approved
examination. Since FY 2003 the Board
has adjudicated over 5000 disciplinary
cases against licensed contractors, of
these cases 47% involve competency
issues, which would amount to
approximately 2400 cases. This does not
include the nearly 1000 complaints per
year received by the Board for
workmanship issues that must be resolved
in civil court, but do not quite rise to the
level of a disciplinary case. Using the
standard of $3000 per adjudicated case,
which is based on Board costs and
personnel costs (including man hours and
other related expenses), the Board has
spent nearly $7 million on these cases in
the last six Fiscal Years. While the
inclusion of a written examination as a
requirement for licensure does not
guarantee that all contractors will be
competent in their specialties, it does

14
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Class B applicants must have
$15,000 in net worth.

provide a certain level of measurement that
will help the Board insure that one must be
minimally qualified to perform certain work.
At the present time, with the exception of
the eight specialties that already require
additional eligibility criteria, Qualified
Individuals need only provide three
references that can attest to work
performed by the contractor. These
attestations do not provide enough
verification to the Board to ensure
competency. Currently, several states
have examinations that are required of
contractors that are based on their
specialties. Currently, several states
require examination of some or all of the
specialties where licenses are offered (not
all states regulate contractors at the state
level, several are regulated at the local
level). Those that require specialty
examinations include: California, Arizona,
Florida, North Carolina, Tennessee,
Alabama, West Virginia, South Carolina
and others. For those specialties that
already include qualifications that must be
met, those requirements are moved from
Board policy to the regulations, such as
NICET Sprinkler Il certification for Fire
Sprinkler Contractors, DEQ/EPA
certification for Radio mitigation
contractors, etc.

The net worth requirement of $15,000 has
been increased to $50,000. This
amendment is proposed in order for the
regulations to keep up with the increase in
the allowed contractor/project cap increase
that was implemented by the General
Assembly in 2003. This amendment to the
statutes increased the amount of work a
Class B contractor may perform to less
than $120,000 per contract/project with an
aggregate annual total of less than
$750,000. The net worth requirement was
put into place at some point before the
promulgation of the 1995 Regulations and
has not been changed since. In the nearly
15 years that this has been a requirement
the cost of construction work has increased
steadily and, along with that cost, so has
the risk to consumers of contractors not
having sufficient capital to ensure that work
is completed. The increase in the net
worth requirements to $50,000 is going to
ensure that Class B contractors have the
working capital needed to enter into

15




Town Hall Agency Background Document

Form: TH-02

contracts within the limits of their class,
significantly reducing the risk to
consumers. 34.3% of the disciplinary
cases adjudicated by the Board involve
violations directly related to the financial
stability of the licensee. 22% if all claims
paid from the Recovery Fund involved
Class B contractors. The increase in the
net worth requirement will result in the
failure of less Class B contractors

18 VAC
50-22-60

Quialified Individuals must
pass a trade-related
examination, completed
education and training
requirements for eight of the
over 40 specialties.

Qualified Individuals would be required to
continue to meet the current requirements
for those eight specialties. All other
specialties will require that the Qualified
Individual complete a Board approved
examination. Since FY 2003 the Board
has adjudicated over 5000 disciplinary
cases against licensed contractors, of
these cases 47% involve competency
issues, which would amount to
approximately 2400 cases. This does not
include the nearly 1000 complaints per
year received by the Board for
workmanship issues that must be resolved
in civil court, but do not quite rise to the
level of a disciplinary case. Using the
standard of $3000 per adjudicated case,
which is based on Board costs and
personnel costs (including man hours and
other related expenses), the Board has
spent nearly $7 million on these cases in
the last six Fiscal Years. While the
inclusion of a written examination as a
requirement for licensure does not
guarantee that all contractors will be
competent in their specialties, it does
provide a certain level of measurement that
will help the Board insure that one must be
minimally qualified to perform certain work.
At the present time, with the exception of
the eight specialties that already require
additional eligibility criteria, Qualified
Individuals need only provide three
references that can attest to work
performed by the contractor. These
attestations do not provide enough
verification to the Board to ensure
competency. Currently, several states
have examinations that are required of
contractors that are based on their
specialties. Currently, several states
require examination of some or all of the
specialties where licenses are offered (not
all states regulate contractors at the state
level; several are regulated at the local
level). Those that require specialty

16
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Class A applicants must have
$45,000 in net worth.

examinations include: California, Arizona,
Florida, North Carolina, Tennessee,
Alabama, West Virginia, South Carolina
and others. For those specialties that
already include qualifications that must be
met, those requirements are moved from
Board policy to the regulations, such as
NICET Sprinkler Il certification for Fire
Sprinkler Contractors, DEQ/EPA
certification for Radio mitigation
contractors, etc.

The net worth requirement of $45,000 has
been increased to $100,000. The net
worth requirement was put into place at
some point before the promulgation of the
1995 Regulations and has not been
changed since. In the nearly 15 years that
this has been a requirement the cost of
construction work has increased steadily
and, along with that cost, so has the risk to
consumers of contractors not having
sufficient capital to ensure that work is
completed. The increase in the net worth
requirements to $100,000 is going to
ensure that Class A contractors have the
working capital needed to enter into
contracts within the limits of their class,
significantly reducing the risk to
consumers. Under the current regulations
a Class A contractor need only have a net
worth of $45,000, however they are
permitted, by law, to perform work of any
dollar amount. The majority of Class A
contractors perform residential construction
services, so the majority of risk is placed
on consumers more than the commercial
developers. Additionally, many commercial
projects involve bonding and other
guarantees, where the majority of Class A
contractors do not face bonding
requirements as part of their projects.
34.3% of the disciplinary cases adjudicated
by the Board involve violations directly
related to the financial stability of the
licensee. 37.7% if all claims paid from the
Recovery Fund involved Class A
contractors. The increase in the net worth
requirement will result in the failure of less
Class A contractors.

18 VAC
50-22-70

This amendment provides that the Board,
in addition to agreements of reciprocity,
may accept substantially equivalent
eligibility criteria. There are several states
that do not wish to enter into a complete
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agreement of reciprocity, however, the
Board feels that the eligibility criteria of
some of those states are the same as
Virginia; in some instances the same
examination is given. In an effort to
provide additional avenues of eligibility to
candidates for licensure, the Board has
amended this section to include substantial
equivalency.

18 VAC
50-22-
210

There is no requirement that
a contractor license becomes
void upon the formation of a
new business entity nor that
the contractor return the
original license to the Board
once an entity is converted to
a new form.

Contractor licenses are issued to business
entities, not to individuals, although it can
be confusing when dealing with sole
proprietorships, it is still a business entity.
When a licensee changes from one entity
to another (i.e. sole proprietor to LLC, LLC
to corporation, etc.) it is necessary for the
new entity to obtain its own license. The
Board for Contractors receives
approximately 500 notifications per year
from contractors that are changing their
form of business entity or that have already
formed a new entity and have not
completed the appropriate naotifications.
Even after the situation is corrected, many
contractors are confused that they have
been sent a new license and they often use
the incorrect license or even try to renew it.
By voiding the “old” license and requiring
the contractor to send it back to the Board,
this confusion should be reduced, if not
eliminated.

Additionally, the word “conversion” was
added to the examples of entity changes.
This amendment is proposed in an effort to
clarify the types of actions that are taken by
an entity that would then require a new
license to be obtained.

18 VAC
50-22-
230

The change of address requirement is
clarified to add that it includes both the
address of record or principal place of
business that must be reported to the
Board within 30 days of a change.

18 VAC
50-22-
260

Currently requires that
improper or dishonest
conduct be found by a court
of competent jurisdiction.

This particular prohibited act (18 VAC 50-
22-260 B 7) is being amended to include
the Board for Contractors as an additional
authority to determine improper or
dishonest conduct. Currently, as required
by § 54.1-1120 A 7, the Board is
responsible for this determination in
Transaction Recovery Fund cases, where
the judgment obtained by the claimant
does not indicate that it was based on
improper or dishonest conduct. Since the
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18 VAC 50-22-260 B 13
provides that failure to
respond to an investigator.

Board is already doing this as part of
Recovery Fund determinations, the Board
proposed to amend the regulations to add
the same authority in disciplinary cases.

Amends this prohibited act to include the
failure to respond to an agent of the Board
as well as an investigator. Currently it is
not a violation of the regulations to fail to
respond to an inquiry made by the Board
itself, only an investigator. This
amendment corrects this issue.
Additionally, a statement is added that
failing to claim certified mail sent by the
Board, shall also be deemed a failure to
respond. An increasingly large amount of
licensees being investigated by the Board
will knowingly fail to pick up certified mail in
an effort to use the fact that “it wasn’t
received” as a positive defense against
disciplinary action and/or subsequent
appeals to the Circuit Court. This defense
has failed at both levels; however the
addition of this statement will make it
easier to defend the Board’s actions when
required.

At the present time there is no specific
prohibited act that addresses the failure to
obtain a building permit or inspection, when
required. The Board currently classifies
this under the misconduct provision of the
prohibited acts. Building Officials and
investigators have requested that the
Board add this as a new prohibited act (18
VAC 50-22-260 B 33) in an effort to identify
the violation on its own. Contractors that
are reviewing the regulations will see that it
is a violation to not obtain permits and will
likely then comply.

For new chapters, use this chart:

Section
number

Proposed requirements

Other regulations and
law that apply

Intent and likely impact of
proposed requirements

Enter any other statement here
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