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Subject:  Contractors:  exemptions 

 
 
SUMMARY:  Increases the amount of authorized work, which exempts an individual 

from licensure requirements under the Contractors State License Law (License Law), 

from $500 to $1000.   
 
Existing law: 

 
1) Establishes the Contractors State License Board (CSLB) within the Department of 

Consumer Affairs (DCA) to license and regulate contractors and home improvement 
salespersons.  (Business and Professions Code (BPC) § 7000 et seq.) 
 

2) Requires the CSLB in consultation with the Director of DCA to appoint a registrar of 
contractors (Registrar) and sunsets the CSLB and its authority to appoint a registrar 

on January 1, 2024, as specified.  (BPC § 7011) 
 

3) Requires any person who advertises or puts out any sign, card, or device that would 

indicate to the public that he or she is a contractor, or who causes his or her name or 
business name to be included in a classified advertisement or directory under a 

classification for construction or work of improvement covered under the License 
Law be subject to the license law regardless of whether his or her operations as a 
builder are exempt.  (BPC § 7027) 

 
4) Permits a person who is not licensed under the License Law to advertise for 

construction work or a work improvement covered under the License Law, only if the 
aggregate contract price for labor, material, and all other items on the project or 
undertaking is less than $500 and the individual states in the advertisement that the 

individual is not licensed, as specified (BPC § 7027.2) 
 

5) States that any person licensed or unlicensed, who willfully and intentionally uses 
with intent to defraud a contractor’s license number that does not correspond to the 
number on the contractor’s license held by that person is punishable by a fine not 

exceeding $10,000 or by imprisonment, or both, as specified.  (BPC § 7027.3) 
 

6) States that it is a misdemeanor for any contractor, whether licensed or unlicensed to 
perform or engage in asbestos related work, as specified, without certification.  (BPC 
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§ 7028.1) 
 

7) Empowers the Registrar of Contractors to issue citations containing orders of 
abatement and civil penalties against persons acting in the capacity of or engaging 
in the business of a contractor without having a license in good standing.  (BPC 

7028.6) 
 

8) States that a person who engages in the business of, or acts in the capacity of a 
contractor, without having a license in connection with the offer or performance of 
repairs to a residential or non-residential structure, for damage caused by a natural 

disaster, for which a state of emergency is proclaimed by the Governor, or a major 
disaster declared by the president of the United States is punishable by a fine up to 

$10,000 or by imprisonment.  (BPC § 7028.16) 
 

9) States that the License Law does not apply, if the aggregate contract price for labor, 

materials, and all other items, is less than $500 and the work or operations being 
performed is considered casual, minor, or inconsequential nature.  (BPC § 7048) 

 
10) States that the exemption in (9) above does not apply in any case wherein the work 

of construction is only a part of a larger or major operation, whether undertaken by 

the same or a different contractor, or in which a division of the operation is made in 
contracts of amounts less than $500, as specified, and the exemption does not apply 

to a person who advertises or puts out any sign or card or other device which might 
indicate to the public that he or she is a contractor or that he or she is qualified to 
engage in the business of a contractor.  (BPC § 7048) 

 
11) Includes the following classification of contracting businesses: General engineering 

contracting, General building contracting, and Specialty contracting, as defined.  
(BPC §§ 7055, 7056) 
 

12) Authorizes the registrar upon his or her own motion, and requires upon the 
verification of a complaint in writing or any person, investigate the action of any 

contractor, applicant or home improvement salesperson, as specified, if found guilty 
of or commits any one or more of the acts or omissions constituting causes for 
disciplinary action.  (BPC § 7090) 

 
13) Specifies the projects for which a home improvement contract is required, outlines 

the contract requirements, and limits the items that are included in the contract, or 
may be provided as an attachment, as specified.  (BPC 7159) 
 

14) Defines a “home improvement contract” to mean an agreement, whether oral or 
written, or contained in one or more documents between a contractor and an owner 

or tenant, regardless of the number of dwellings,  
 

This bill increases from $500 to $1,000 the value of a construction contract that is not 

subject to regulation under the License Law, so long as the nature of the work 
performed is considered casual, minor, or inconsequential.   

 
FISCAL EFFECT:  Unknown.  This bill is keyed fiscal by Legislative Counsel.  
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COMMENTS: 

 
1. Purpose.  California Association of Realtors sponsors this bill. According to the 

Author, “currently, CSLB allows construction handypersons to be unlicensed and 

still perform construction work as long as the cost of the work is under $500 and is 
considered of a “casual, minor, or inconsequential nature.” 

 
2. Background.   

 

Contractors and the CSLB.  The CSLB is responsible for the implementation and 
enforcement of the Contractors’ State License Law (the laws and regulations related 

to the licensure, practice and discipline of the construction industry in California). 
The CSLB licenses and regulates approximately 285,000 licensees in 44 licensing 
classifications and 2 certifications and registers approximately 18,000 Home 

Improvement Salespersons. Each licensing classification specifies the type of 
contracting work permitted in that classification.  

 
All businesses and individuals who construct or alter, or offer to construct or alter, 
any building, highway, road, parking facility, railroad, excavation, or other structure 

in California must be licensed by the CSLB if the total cost, including both labor and 
materials, of one or more contracts on the project is $500 or more.  Under current 

law, BPC § 7408, a person is exempt from licensure requirements or provisions of 
the License Law, if the work or operation of a project, either by one or more 
contracts, the aggregate contract price for labor, materials, and all other items is 

less than $500 and the work is considered “casual, minor or inconsequential.”  The 
exemption does not apply in any case where the construction work is only a part of 

a larger or major operation, as specified. The exemption does not apply to a person 
who advertises, by any means, that he or she is a licensed contractor.  This bill will 
raise the threshold of construction work, which can be provided without being 

subject to the licensure requirements or provisions of the License Law from $500 to 
$1,000.  The work must still be considered “casual, minor or inconsequential.”   

 
The last time there was a change in the threshold for contracting work without a 
license was in 1998, when SB 2217 (O’Connell, Chapter 633, Statutes of 1998) 

increased the dollar amount for the exemption from $300 to $500. However, up until 
2004, there was also a statutory requirement that an individual performing work 

under the $500 exemption threshold notify the consumer that he or she was not a 
licensee under the CSLB.  That requirement was removed in 2004, in SB 1914 
(Business and Professions Committee) because of the issue that the CSLB has no 

jurisdiction over unlicensed contractors performing work under the exemption.   
 

Enforcement.  CSLB’s enforcement staff investigate complaints against licensees, 
registrants, non-licensees and unregistered home improvement salespersons. The 
CSLB receives an average of approximately 20,000 complaints annually. 

Complaints come from a variety of sources including, but not limited to, consumers, 
homeowners, other contractors, subcontractors and employees or other public 

agencies. The CSLB notes that consumers (homeowners and other members of the 
public) make the majority of the complaints.  In a recently conducted study by the 
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CSLB related to contractor licensing bond requirements, it was reported that 
approximately 26% of the CSLB’s complaints are for contracts between $500 and 

$5,000-the range with the highest percentage of complaints received.   
 
Home Improvement Contracts and Service and Repair Contracts.  There are two 

types of different contracts used when completing certain projects relating to home 
improvements under the License Law: The Home Improvement Contract and the 

Service and Repair Contract.  Under the provisions of the License Law, home 
improvement contracts are required for all home improvement projects over $500 in 
combined labor and materials costs unless the cost is less than $750 and meets the 

criteria for a service repair contract. Service repair contracts are only used when all 
four of the following conditions apply: 1) the contract amount is $750 or less; 2) the 

buyer initiated contact with the contractor to request the work; 3). the contractor 
does not sell the buyer goods or services beyond those reasonably necessary to 
take care of the particular problem that caused the buyer to contact the contractor; 

and, 4). payment is not due until the work is completed.  BPC § 7159 specifies the 
conditions and requirements of a home improvement contract including the buyers 

right to cancel policy as specified in Civil Code §§ 1689.5 and 1689.14.  As noted, 
one of the differences between the two types of contracts is the cancellation 
provisions. When a contract falls within the service and repair parameters, then the 

right to cancel ends when contractor provides a fully signed contract complying with 
the law, and starts work. The home improvement contract provides a three-day 

cancellation window regardless of whether or not the contractor began work.  As 
such, both contracts are used when work is above the $500 threshold, which 
currently is the limit for work without needing a contractor’s license.   

 
3. Prior Related Legislation. SB 1914 (Business and Professions Committee, 

Chapter 865, Statutes of 2004) made several non-controversial, minor, non-
substantive or technical changes to various miscellaneous provisions pertaining to 
the following regulatory boards of the DCA:  CSLB, Court Reporters Board, 

Landscape Architects Technical Committee, and Board for Geologists and 
Geophysicists. 

 
AB 2217 (O’Connell, Chapter 633, Statutes of 1998) increased from $300 to $500 
the value of a construction contract that is not subject to regulation by the CSLB, so 

long as the nature of the work performed is "casual, minor, or inconsequential." 
 
4. Arguments in Support.  The California Association of Realtors writes in support, “It 

is often the case that during a real estate transaction, a seller will make (or a buyer 
will request) minor repairs to the property. More often than not, a handyperson is 

used for these types of jobs as the homebuyer and seller are able to save money 
and the jobs are too small for a contractor to justify sending out a worker. Minor 

repairs that take place before or during a transaction include but are not limited to 
such items as installing light fixtures, patching drywall, touch up paint, fixing gates 
and fences, door and cabinet repairs, and more. Undoubtedly, handy people fill a 

valuable niche in the home repair industry that homeowners regularly utilize.” 
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The American Subcontractors Association of California writes in support, “Given the 
dramatic increase in small jobs for various reasons, and in an effort to allow small or 

“handyman” jobs to be completed, consumers will greatly benefit.” 
 
The Plumbing-Heating-Cooling Contractors Association of California writes in 

support, “SB 304 updates this threshold to reflect inflation over the years. This 
higher limit gives homeowners some flexibility in obtaining minor home repairs – 

selecting either a licensed contractor or a handyperson who might be qualified to 
make minor uncomplicated home repairs. PHCC appreciates your willingness to 
accept several amendments to put licensed contractors and a handyperson on a 

level playing field.” 
 
5. Arguments in Opposition.  The California Landscape Contractors Association 

writes in support, “CLCA believes consumers should be afforded maximum 
protection against subpar contractors who are not licensed by the state. Doubling 

the current threshold from $500 to $1,000 requiring a contractor to be licensed may 
result in more projects being taken on by poorly trained contractors and additional 

unsatisfactory work outcomes for some consumers who then would have little or no 
recourse to file a complaint.” 
 

6. Author’s Proposed Amendments.  The author is proposing amendments to 

ensure consistency across the Act.  Given the various other statutes under the 

License Law reference the $500 limit for when a license is required, the author is 
proposing amendments to properly reflect this change throughout the Act.  The 
author is proposing amendments to raise the dollar threshold for when a service 

contract may be used, from $750 to $1,500 and increase from $500 to $1,000 the 
threshold for when a home improvement contract is required.   

 
7. Policy Considerations.  

 

Broad impacts.  The Sponsor of this measure notes that the minor repairs that this 
bill is intending to address include installing light fixtures, patching drywall; touch up 

paint, fixing gates and fences, door and cabinet repairs, and more.  However, this 
bill would apply to a much broader category of potential work. Not only would this 
bill expand access to services for the work noted above, but could also include 

varying types of other work, including tree services, electrical, plumbing, door 
installations, carpentry, among others. In addition, this bill will apply to all 

consumers, not just consumers and real estate sales persons in the midst of a 
housing transaction.   
 

Should the increase be tied to the CPI? The rate of inflation since 1998 has been 
approximately 1.6%.  If the amount proposed by this bill were tied to the inflation 

rate, the inflation rate would put the cap at approximately $800. Given that a 
consumer has no recourse from an unlicensed handy person (unlike with a licensed 
person under the CSLB) if the exempt individual does not perform satisfactory work, 

consumers would have only limited recourse against the individual and would be 
responsible for fixing any repairs or modifications to work done incorrectly.  

Additionally, licensees under the CLSB are required to meet specified bond and 
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workers’ compensation requirements, which unlicensed persons do not have to 
obtain.  

 
Should the consumer notification be reinstated?  This bill proposes to increase from 
$500 to $1,000 the threshold to perform work under specified conditions without a 

contractor’s license.  Consumers may not be aware that the individual is not a 
licensed contractor, thus only have limited options for recourse in the event that the 

individual’s performance is limited and the work is poorly done. Since this bill is 
raising the current cap by 100 percent, consumers may benefit from receiving 
notification from an individual stating they are exempt from the law and are not 

licensed by CSLB. 
 

 
SUPPORT AND OPPOSITION: 

 

Support:  
 

California Association of Realtors (sponsor) 
American Subcontractors Association of California 
Plumbing-Heating-Cooling Contractors Association of California 

 
Opposition:  

 
California Landscape Contractors Association 
 

-- END -- 


