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S-0421.1

SENATE BI LL 5453

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Sessi on
By Senators Morton, Cenents and Stevens

Read first tinme 01/19/2007. Referred to Committee on Labor
Commer ce, Research & Devel opnent.

AN ACT Relating to registration of contractors; anending RCW
18.27.020, 18.27.030, 18.27.040, and 18.27.200; and prescribing
penal ties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW18.27.020 and 1997 ¢ 314 s 3 are each anended to read
as follows:

(1) Every contractor shall register with the departnent.

(2) It is a msdeneanor for any contractor to:

(a) Advertise, offer to do work, submt a bid, or perform any work
as a contractor without being registered as required by this chapter;

(b) Advertise, offer to do work, submt a bid, or perform any work
as a contractor when the contractor's registration is suspended or
revoked;

(c) Use a false or expired registration nunber in purchasing or
offering to purchase an advertisenent for which a contractor
regi stration nunber is required; ((ef))

(d) Transfer a valid registration to an unregistered contractor or
all ow an unregi stered contractor to work under a registration issued to
anot her contractor; or
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(e) Subcontract to or enploy an unregi stered contractor.

(3) It is not unlawful for a general contractor to enploy an
unregi stered contractor who was registered at the tinme he or she
entered into a contract with the general contractor, unless the general
contractor or his or her representative has been notified in witing by
t he departnent of |abor and industries that the contractor has becone
unr egi st er ed.

(4) Al m sdemeanor actions under this chapter shall be prosecuted
in the county where the infraction occurs.

(5 A person is guilty of a separate m sdeneanor for each day
worked if, after the person receives a citation from the departnent,
t he person works while unregistered, or while his or her registration
is suspended or revoked, or works wunder a registration issued to
another contractor. A person is guilty of a separate m sdeneanor for
each worksite on which he or she violates subsection (2) of this
section. Nothing in this subsection applies to a registered
contractor.

(6) The director by rule shall establish a two-year audit and
nmoni toring programfor a contractor not registered under this chapter
who becones registered after receiving an infraction or conviction
under this chapter as an unregi stered contractor. The director shal
notify the departnents of revenue and enploynent security of the
infractions or convictions and shall cooperate with these departnents

to determ ne whether any taxes or registration, |license, or other fees
or penalties are owed the state.

Sec. 2. RCW18.27.030 and 2001 ¢ 159 s 2 are each anended to read
as follows:

(1) An applicant for registration as a contractor shall submt an
application under oath upon a formto be prescribed by the director and

which shall include the followng information pertaining to the
appl i cant:

(a) Enpl oyer social security nunber.

(b) Unified business identifier nunber, if required by the

depart nent of revenue.
(c) Evidence of workers' conpensation coverage for the applicant's
enpl oyees working in Washi ngton, as follows:
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(i) The applicant's industrial insurance account nunber issued by
t he departnent;

(i1) The applicant's self-insurer nunber issued by the departnent;
or

(ti1) For applicants domciled in a state or province of Canada
subject to an agreenment entered into under RCW 51.12.120(7), as
permtted by the agreenment, filing a certificate of coverage issued by
the agency that admnisters the workers' conpensation law in the
applicant's state or province of domcile certifying that the applicant
has secured the paynent of conpensation under the other state's or
provi nce's workers' conpensation | aw.

(d) Enpl oynent security departnent nunber.

(e) State excise tax registration nunber.

(f) Unified business identifier (UBI) account nunber may be
substituted for the information required by (c) of this subsection if
the applicant will not enploy enployees in Washington, and by (d) and
(e) of this subsection.

(g) Type of contracting activity, whether a general or a specialty
contractor and if the latter, the type of specialty.

(h) The nane and address of each partner if the applicant is a firm
or partnership, or the nanme and address of the owner if the applicant
is an individual proprietorship, or the nanme and address of the
corporate officers and statutory agent, if any, if the applicant is a
corporation or the name and address of all nenbers of other business
entities. The information contained in such application is a matter of
public record and open to public inspection.

(2) The departnment may verify the workers' conpensation coverage
i nformati on provided by the applicant under subsection (1)(c) of this
section, including but not |imted to information regarding the
coverage of an individual enployee of the applicant. | f coverage is
provi ded under the | aws of another state, the departnent may notify the
other state that the applicant is enploying enployees in Washi ngton.

(3)(a) The departnent shall deny an application for registration
if: (i) The applicant has been previously perform ng work subject to
this chapter as a sole proprietor, partnership, corporation, or other
entity and the departnent has notice that the applicant has an
unsatisfied final judgnent against him or her in an action based on
this chapter or the applicant owes the departnent noney for penalties
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assessed or fees due under this chapter as a result of a final
judgnent; (ii) the applicant was a principal or officer of a
part ner shi p, corporation, or other entity that either has an
unsatisfied final judgnent against it in an action that was incurred
for work performed subject to this chapter or owes the departnent noney
for penalties assessed or fees due under this chapter as a result of a
final judgnent; or (iii) the applicant does not have a valid unified
busi ness identifier nunber, if required by the departnent of revenue.

(b) The departnent shall suspend an active registration if (i) the
departnent has notice that the registrant has an unsatisfied final
judgnent against it for work within the scope of this chapter; (ii) the
departnment has notice that the registrant is a sole proprietor or a
principal or officer of a registered contractor that has an unsatisfied
final judgnent against it for work wthin the scope of this chapter; or
((+H)) (iii) the applicant does not maintain a valid unified business
identifier nunber, if required by the departnent of revenue.

(4) The departnment shall not deny an application or suspend a
registration because of an unsatisfied final judgnent if the
applicant's or registrant's unsatisfied final judgnment was determ ned
by the director to be the result of the fraud or negligence of another

party.

Sec. 3. RCW18.27.040 and 2001 ¢ 159 s 3 are each anended to read
as follows:

(1) Each applicant shall file with the departnent a surety bond
i ssued by a surety insurer who neets the requirenents of chapter 48.28
RCWin the sumof twelve thousand dollars if the applicant is a general
contractor and six thousand dollars if the applicant is a specialty
contractor. |If no valid bond is already on file with the departnent at
the time the application is filed, a bond nust acconpany the
regi stration application. The bond shall have the state of Washi ngton
named as obligee with good and sufficient surety in a form to be
approved by the departnent. The bond shall be continuous and may be
canceled by the surety upon the surety giving witten notice to the
di rector. A cancellation or revocation of the bond or w thdrawal of
the surety fromthe bond automatically suspends the registration issued
to the registrant until a new bond or reinstatenent notice has been
filed and approved as provided in this section. The bond shall be
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conditioned that the applicant wll pay all persons perform ng | abor,
i ncl udi ng enpl oyee benefits, for the contractor, wll pay all taxes and
contributions due to the state of Washington, and wll pay all persons
furnishing | abor or material or renting or supplying equi pnment to the
contractor and will pay all amounts that nmay be adjudged against the
contractor by reason of breach of contract including negligent or
i nproper work in the conduct of the contracting business. A change in
t he nane of a business or a change in the type of business entity shall
not inpair a bond for the purposes of this section so |ong as one of
the original applicants for such bond maintains partial ownership in
t he busi ness covered by the bond.

(2) At the time of initial registration or renewal, the contractor
shall provide a bond or other security deposit as required by this
chapter and conply with all of the other provisions of this chapter
before the departnent shall issue or renew the contractor's certificate
of registration. Any contractor registered as of July 1, 2001, who
mai ntains that registration in accordance with this chapter is in
conpliance with this chapter until the next renewal of the contractor's
certificate of registration.

(3) Any person, firm or corporation having a claim against the
contractor for any of the itens referred to in this section may bring
suit upon the bond or deposit in the superior court of the county in
whi ch the work was done or of any county in which jurisdiction of the
contractor may be had. The surety issuing the bond shall be nanmed as
a party to any suit upon the bond. Action upon the bond or deposit
brought by a residential homeowner for breach of contract by a party to
the construction contract shall be commenced by filing the sumons and
conplaint with the clerk of the appropriate superior court within two
years from the date the clainmed contract work was substantially
conpl eted or abandoned. Action upon the bond or deposit brought by any
ot her authorized party shall be comrenced by filing the sumons and
conplaint with the clerk of the appropriate superior court within one
year from the date the clained |abor was performed and benefits
accrued, taxes and contributions ow ng the state of WAshi ngton becane
due, materials and equi pnent were furnished, or the clainmed contract
wor k was substantially conpleted or abandoned. Service of process in
an action against the contractor, the contractor's bond, or the deposit
shall be exclusively by service upon the departnent. Three copies of
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the summons and conplaint and a fee adopted by rule of not |ess than
twenty dollars to cover the costs shall be served by registered or
certified mail, or other delivery service requiring notice of receipt,
upon the departnent at the tine suit is started and the departnent
shall maintain a record, available for public inspection, of all suits
SO0 commenced. Service is not conplete until the departnent receives
the fee and three copies of the sumons and conplaint. The service
shal |l constitute service on the registrant and the surety for suit upon
the bond or deposit and the departnent shall transmt the summons and
conplaint or a copy thereof to the registrant at the address listed in
the registrant's application and to the surety within two days after it
shal | have been received.

(4) The surety upon the bond shall not be liable in an aggregate
anount in excess of the anmount naned in the bond nor for any nonetary
penalty assessed pursuant to this chapter for an infraction. The
liability of the surety shall not cunmulate where the bond has been
renewed, continued, reinstated, reissued or otherw se extended. The
surety wupon the bond may, upon notice to the departnent and the
parties, tender to the clerk of the court having jurisdiction of the
action an anount equal to the clains thereunder or the anount of the
bond |ess the anmount of judgnents, if any, previously satisfied
therefrom and to the extent of such tender the surety upon the bond
shal | be exonerated but if the actions commenced and pendi ng at any one
time exceed the amount of the bond then uninpaired, clains shall be
satisfied fromthe bond in the follow ng order:

(a) Enployee labor and clains of I|aborers, including enployee
benefits;

(b) Cains for breach of contract by a party to the construction
contract;

(c) Registered or licensed subcontractors, material, and equi pnent;

(d) Taxes and contri butions due the state of Washi ngton;

(e) Any court costs, interest, and ((atterneys—fattorneys—+))
attorneys' fees plaintiff may be entitled to recover. The surety is
not liable for any anount in excess of the penal |imt of its bond.

A paynment made by the surety in good faith exonerates the bond to
the extent of any paynent nade by the surety.

(5 The total anobunt paid from a bond or deposit required of a
general contractor by this section to claimants other than residenti al
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homeowners nust not exceed one-half of the bond anount. The total
anmount paid froma bond or deposit required of a specialty contractor
by this section to claimants other than residential honeowners nust not
exceed one-half of the bond anmobunt or four thousand dollars, whichever
is greater.

(6) The prevailing party in an action filed under this section
agai nst the contractor and contractor's bond or deposit, for breach of
contract by a party to a construction contract, is entitled to costs,
interest, and reasonable attorneys' fees. The surety upon the bond is
not liable in an aggregate anmount in excess of the anount naned in the
bond nor for any nonetary penalty assessed pursuant to this chapter for
an infraction.

(7) If a final judgment inpairs the liability of the surety upon
the bond so furnished that there is not in effect a bond in the full
anount prescribed in this section, the registration of the contractor
is automatically suspended until the bond liability in the required
anount uni npaired by unsatisfied judgnment clains is furnished.

(8 In lieu of the surety bond required by this section the
contractor may file wth the departnment a deposit consisting of cash or
ot her security acceptable to the departnent.

(9) Any person having filed and served a summons and conpl aint as
required by this section having an unsatisfied final judgnent against
the registrant for any itens referred to in this section may execute
upon the security held by the departnent by serving a certified copy of
the unsatisfied final judgment by registered or certified mail upon the
department within one year of the date of entry of such judgnent. Upon
the recei pt of service of such certified copy the departnent shall pay
or order paid from the deposit, through the registry of the superior
court which rendered judgnment, towards the anount of the unsatisfied
judgnent. The priority of paynent by the departnent shall be the order
of receipt by the departnent, but the departnent shall have no
liability for paynment in excess of the anount of the deposit.

(10) The director may require an applicant applying to renew or
reinstate a registration or applying for a newregistration to file a
bond of up to three times the normally required anmount, if the director
determ nes that an applicant, or a previous registration of a corporate
of ficer, owner, or partner of a current applicant, has had in the past
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five years a total of ((six)) three final judgnments in actions under
this chapter involving a residential single-famly dwelling on two or
nore different structures.

(11) The director nay adopt rules necessary for the proper
adm ni stration of the security.

Sec. 4. RCW18.27.200 and 2002 c 82 s 6 are each anended to read
as follows:

(1) It is a violation of this chapter and an infraction for any
contractor to:

(a) Advertise, offer to do work, submt a bid, or perform any work
as a contractor without being registered as required by this chapter;

(b) Advertise, offer to do work, submt a bid, or perform any work
as a contractor when the contractor's registration is suspended or
revoked;

(c) Transfer a valid registration to an unregistered contractor or
all ow an unregi stered contractor to work under a registration issued to
anot her contractor; ((e+))

(d) If the contractor is a contractor as defined in RCW 18. 106. 010,
vi ol ate RCW 18. 106. 320; or_

(e) Subcontract to, or enploy, an unregistered contractor.

(2) It is not a violation of this chapter for a general contractor
to enploy an unregistered contractor who was registered at the tine he
or she entered into a contract with the general contractor, unless the
general contractor or his or her representative has been notified in
witing by the departnent of |abor and industries that the contractor
has becone unregi st er ed.

(()) (3) Each day that a contractor works wthout being
registered as required by this chapter, works while the contractor's
registration is suspended or revoked, or works under a registration
i ssued to another contractor is a separate infraction. Each worksite
at which a contractor works w thout being registered as required by
this chapter, works while the contractor's registration is suspended or
revoked, or works under a registration issued to another contractor is
a separate infraction

~-- END ---
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