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CCB Programs, Staff, and Resources

Human and Contract Resources:

e The CCB has:
A staff of 60 FTE
Biennial budget of approximately $12 million per biennium.
1 contract with a vendor to produce the course manual.

1 contract with a testing vendor to provide test to CCB
applicants.

20 prerequisite education providers agreements

12 personal service contracts with private investigation
businesses that provide job site license inspections.

5 personal service contracts with private investigators to perform
construction fraud investigations

Miscellaneous interagency agreements which include:

0 Department of Employment, Office of Administrative
Hearings.

o Department of Justice, Financial Fraud to facilitate Unlawful
Trade Practice investigations, civil prosecutions and
injunctions.



Construction Contractors Board

The state agency that licenses construction contractors in Oregon.
One of many boards that is established by statute as a policy board.

Nine Board members appointed by the Governor and confirmed by
the Senate.

Six Board members come from the construction industry
background.

One member must be an elected local official.
Two members are from the general public.

Though Board members come from various backgrounds, they do
not represent a certain constituency. The purpose of the diverse
backgrounds is to provide a broad breath of expertise and life
experiences to the Board to facilitate good public policy
development.



Board Members

Cliff Harkins, Chair Public Member

Walt R. Gamble, Vice Chair | General Contractor, Non-Residential
Chuck L. Crump Public Member

Gwen A. Elster Gen. Contractor, Residential Remodeling
Jim B. Fairchild Elected Local Official

Dennis Schad General Contractor, Residential, OCHI
Tom C. Skaar General Contractor, Residential

Sandra Trainor Specialty Contractor, Non-Residential
Vacant General Contractor, Non-Residential




 Each and every Board member on every state board and
commission is responsible for representing the interest of All
Oregonians as they debate and set policy for their board or

commission.



CCB Licensing



Licensing Section

CCB Licensing Section is the section that:

*  Provides telephone and in person customer service and
answer 300-600 telephone call questions a day.

«  Process CCB contractor new license applications, 20 per day.
. Process CCB contractor renewals, 65 per day.
The CCB licenses construction businesses—not workers.
e  Construction businesses come in many different types:
Individual—sole proprietor
Partnerships
Trusts
Corporations
Limited Liability Companies (LLC)



Business entities, however, are usually made up of at least one
human being and in many cases several human beings.

It is the CCB Licensing Section’s job to ensure that businesses that
it provides CCB licenses only to business that:

Have demonstrated a level of business competency through
((educsal)tlon and testing. (CCB responsible managing individual
RMI

|dentify every individual that is an owner, partner, officer, or
member of the business.

Are not made up of individuals that have been associated with
past business entities that have unpaid construction debts.



Have been properly established as a corporation or limited
liability company, and have properly registered with the
Secretary of State any assumed business names they wish to
use.

Have secured the appropriate surety bond as prescribed by law.
Bond range from $5-15,000 per contractor.

Has appropriate federal and state tax ID numbers.

Has provided proof of liability insurance as prescribed by law.



Class of Independent Contractor. Have selected an appropriate
class of independent contractor.

0 Exempt—no workers compensation insurance, no bonafide
employees.

0 Non-Exempt—has workers compensation insurance.

License Cateqgory: Have selected a CCB license category:
0 General Contractor—all structures
0 General Contractor—residential only
0 Specialty Contractor—all structures
0 Specialty Contractor—residential only
o Limited Contractor
0 Inspector
0 Licensed Developer




When all the above has been checked and verified, CCB License
Section may issue the applicant its license.

Most licenses last for two years.

Licensees may place their license in an inactive status to avoid
having to retake the CCB education and exam.

CCB must maintain all these records and requests for changes to
these records over the course of the two or four year license period.
Also the licensee may renew the license.

All CCB activity is funded by the CCB license fee of $260/2 year.



As of September 30, 2005, CCB licensees were as follows:

Active contractors
Inactive contractors
TOTAL

By class of independent contractor:
Exempt (no workers comp.)
Non-Exempt

Active CCB licensees by category 11/1/05:
General all
General (residential only)
Specialty all
Specialty (residential only)
Limited contractor
Inspector
Licensed developer
TOTAL

41,032
2,044
43,076

24,681
16,323

18,005
5,455
8,606
4,316
4,382
192
220
41,176



« CCB also certifies certain workers that do some specialty work:
Oregon certified home inspectors 412
Licensed/certified lead-based paint businesses/workers 33



CCB Education

Gina Fox, CCB
Education Manager



Education Section

e Contractor Education:

Goal: Success as a construction contractor business operating
In Oregon is of vital concern. Poor business decisions and failed
businesses often damage consumers, leave suppliers unpaid,
violate health and safety regulations and harm the consumer
confidence in the construction industry. The goal of the
contractor education is to provide the tools necessary for
business competency.



How is it done?

CCB prerequisite education consists of 16 hours of study on
business law and practices. The CCB oversees the development
of the Oregon Construction Contractors Reference Manual which
IS divided into nine chapters identified by administrative rule as
education subjects:

Construction Contractors Board

Employer Requirements and Employee Rights
Contract law

Oregon Construction Lien Law

Taxes, Recordkeeping and business Practices
Project Management

Building Codes

Oregon Occupational Safety and Health Division and Safety
Issues

o Sound Environmental Laws and Practices
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There are currently 20 approved education providers offering the 16
hours of education through classroom settings or in a home study
format. The home study format (as well as the instructor led format)
can consist of supplemental study materials such as videos, CD-
ROM, and print materials.

After completing 16 hours of education, students must pass an 80-
guestion test consisting of the subject matter in the Oregon
Construction Contractors Reference Manual. Students must pass
the test with at least 70% (56 correct answers).

From January 1, 2005 through November 20, 2005 86.6% of
students pass the test the first time. Students not passing may
repeat the test.



e Other means of contractor education:

The Contractor Bulletin Board newsletter is printed four times a
year. It contains information that helps keep contractors up to
date of law changes or reminders of current regulations as well
as offers topics aimed at successful business practices.

Presentations at contractor associations or other groups are
another way the CCB reaches contractors with information.



Consumer Education:

The Construction Contractors Board educates Oregonians about the
importance of hiring licensed contractors, including their rights and
responsibilities during a construction project, because their home is
the largest investment many people make.

Consumer education emphasizes:
Making sure the contractor is licensed with the CCB

Getting more than one bid and not automatically accepting the
lowest bid

Using a written contract

Making contract changes in writing
Communication and reasonable expectations
The importance of building permits



The CCB Consumer Education Department reaches homeowners
through:

Home shows/trade shows

(Approximately 25 in 2005)

Speeches to neighborhood organizations & professional groups
(Approximately 20 in 2005)

Posting consumer information on our website

Publication of news releases and educational brochures



CCB

Enforcement
Program



CCB Enforcement Program

CCB Enforcement (ENF) investigates allegations of illegal activity
In the construction industry.

« Resources include:
5 staff compliance officers
3 support staff
12 (by contract) Regional Investigators
5 (by contract) Special (Fraud) Investigators
$365,000 DOJ Financial Fraud

CCB ENF is responsible for providing an effective deterrent to
llegal activity in the construction industry.



They do this through:

Random construction jobsite CCB license inspections
3,700/yr

Formal administrative warnings

900/yr

Civil penalties (number of final orders)

1,100/yr

Dollars

$1,200,000/yr

License suspensions for unpaid debts or other reasons
250/yr



CCB ENF investigated 44 different types of law violations
Including:

Working without a license

e  Failure to carry proper worker compensation insurance

e  Failure to deliver mandated consumer information notice

e  Failure to comply with public contracting law (public works)
Restitution:

In some cases CCB ENF is able to help recover unpaid
construction debts and other monies owed to victims of illegal
construction activity.

In fiscal year ending June 30, 2005, CCB ENF recovered
$247,2363 for victims and unpaid government taxes (Dept. of
Revenue, Workers Compensation, and Department of
Employment).



CCB
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CCB Dispute Resolution Program

The CCB provides a dispute resolution service to homeowners,
contractors, and other people who contract with contractors.

Complaints can be filed by:
Homeowners
Material Suppliers
Other Contractors
Employees



CCB uses a variety of alternative dispute resolution systems to
resolve the dispute:

Notice to contractor

Filing of the DRS complaint

Third party intervention

Mediation

Arbitration

Contested Case Administrative Hearing

Parties can elect to take their dispute to court instead of using
the CCB system.



The CCB Dispute Resolution Section (DRS) Process:

Contractor Notice Requirement: Oregon law currently requires
a complainant to send a letter to the contractor's CCB address
of record 30 days before they file their complaint with the CCB.

This serves to put the contractor on notice of the problem.

In some cases this is all it takes to get the contractor to
solve the problem.

Complainants may allege that the contractor performed
negligent or improper work or otherwise breached a
construction contract.

. Agency Determination of Jurisdiction: CCB staff review the
DRS complaint and review it for timeliness and jurisdiction.




« DRS Processing Fee: If the matter is within the agency’s
jurisdiction, staff request a $50 processing fee.

This serves to help fund the program and discourage
frivolous claims. (Note: Contractors fund most of the program
through their license fees.)

The $50 fee is recovered by the complainant if they prevail in
arbitration.



* On-Site Investigation: If the DRS complaint involves a new
residential structure or home improvement, specially trained
CCB staff perform an on-site investigation of the dispute.

Meet with the parties.
Help the parties reach a resolution of the problem.

60 percent of these investigations result in a signed
settlement agreement or a resolution without a need to issue

an order (600 per year).

These save both parties the expense of having to prove or
defend allegations of improper work or breach of contract.

The deterrent effect of the DRS program coupled with
settlements achieved at on-site meetings are the most
significant benefit of the CCB Dispute Resolution Program.




o Complaints by Complainant Type:
Most complaints are filed by owners.
In fiscal year end June 30, 2005:

o Total filed 2,202 100%
o Owner 1,361 62%
o Lien 89 1%
o Prime 115 5%
o Sub 343 16%
o0 Employee 48 2%
o Material Supplier 312 14%

TOTAL 2,202  100%



e Complaints by Structure Type:
Most complaints involve residential structures.

o Residential

o Small Commercial

o Large Commercial $25K-

o Large Commercial $25K+

0 Unknown Structure

TOTAL

1,921 87%
77 3%
18 1%
156 7%
30 1%
2,202 100%



Unfortunately not all disputes are resolved through settlements.

During the fiscal year end June 30, 2005, for residential structures
only, CCB DRS complaints closed:

o Lack of jurisdiction 704
o  Settled without an order 568
Final order for damages 556
« Total dollars awarded

$3,305,189
Of the dollars ordered to be paid:
e  Total dollars awarded ($3,305,189)
 Paid by contractors 430,001
« Paid by bond $1,364,933
e  Unpaid/amount outstanding ($1,510,255)

Number of contractors that failed to pay 142



« Percent of CCB licensees that failed to pay as directed by
CCB:

142 contractors with unpaid orders
40,770 licensed active CCB 6/30/05
0.34%

99.66% of CCB contractors had no unpaid final orders
at the end of fiscal year 2005.

Consequences of Unpaid CCB Orders.

 All businesses with unpaid orders face CCB license
suspension.

 All unpaid orders may be converted to court judgments for
collection efforts by the complainants.

 Individuals associated with CCB license with unpaid orders
are to be prevented from owning a new licensed business until
paid or discharged in bankruptcy.



CCB
Recent
Developments



e Problem Contractors:

The CCB regrets that any licensed contractor ever causes
unrecovered damages to consumers.

Oregon state government can learn from such cases as:
Varko
Haynes
Stuart
And many others

These are all tragic cases that CCB and others must examine to
learn better ways to regulate the industry to prevent such matters
from reoccurring.



In the last six months, CCB has done the following to improve its
systems:

. Improved CCB enforcement efforts to require larger bonds
for problem contractors.

 New rules will go into effect after the December 6, 2005,
CCB Board meeting to provide better guidance for staff
as to when to require a larger bond.

o Correct CCB DRS archive records.

o Staff determined that computer database conversions
In the 1990s disconnected some old CCB DRS and
Licensing records resulting in an inability of CCB
licensing staff to see old DRS unpaid orders.

 Resulted in at least two CCB corporate applicants
becoming licensed even though one of the owners had
been involved with a previous corporation that had
unpaid CCB DRS orders.



* Over the month of December staff have developed computer
applications and hand checked thousands of old CCB license
records to reconnect DRS and License records to ensure that
no current CCB license has an owner or officer that had an
old CCB license with unpaid DRS orders.

* The agency has reaffirmed each sections’ commitment that
among all sections’ primary duties the following is also true:

CCB Licensing: Is responsible to ensure that no CCB
applicant is awarded a CCB license if any:

o Owner
o Partner
o Member
o Officer

Was involved with a previous CCB license with an
unpaid CCB order.




CCB Enforcement: Is responsible to suspend an CCB
license in the event CCB DRS issues a final order to
pay damages that exceed the contractor’s bond or in
the event the agency receives evidence of a court
judgment that is unpaid.

CCB DRS: Is responsible to ensure that all CCB DRS
payments (or non-payment) are properly recorded in
the agency’s web page and available for inspection by
the public on the agency’s web page for all complaints
filed against a license over the last seven years.




CCB Website: CCB has been redesigning its “Consumer Help
and DRS history web page to provide consumers with better
Information over the internet. Although subject to approval by
the Board at its December 6" meeting, staff and a
subcommittee of the Board have agreed to recommend that
the site provide the following information on all DRS
complaints:

 All complaints filed in the last seven years
e All dispositions

« All payment history

o All settlements

o All closed for other reasons

 All amounts discharged in bankruptcy

« All court judgments received by the agency and their
payment or non-payment




2007 Possible Legislative Concepts: In addition, CCB is
considering legislative concepts that include

 Requiring all construction debt court judgments to be filed
with the CCB.

« Any CCB licensee’s bankruptcies to be filed with the CCB.

 Redesign of contractor probation authority — make it
workable.

 Consider additional civil penalty authority for certain
serious violations of the law including fraud and dishonest
conduct and ID theft. (current authority capped at $5,000)
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CCB Recommendations to The Task Force:

It has been my experience that most construction contract
disasters are caused by two things:

Lack of business competency
Lack of business owner accountability

For these reasons, | ask the task force to consider the following
list of regulatory reforms:

Bond/Recovery Fund: Additional consumer protection in the
form of increased bond or consumer recovery fund.

Reason: Current bonding amounts do not cover all current or
past CCB DRS orders. While increased bonding may not be a
cost efficient and viable solution, supplementing the current
bond requirement with a modest recovery fund may be a
viable solution.




Mandatory Home/Remodel Project Maintenance Scheduling:
Require contractors to provide consumers with all warranty and
product information for materials and appliances used in a
construction project (new home or remodel). By rule, develop a
“approved maintenance schedule” to be delivered to owners at
the conclusion of a construction project so they know how to
properly maintain their new home.

Reason: Consumers need to know about the products used in
their homes and need to know how to maintain, what for many, is
their largest financial investment.



Minimum Contract Provision: Effective January 1, 2006, all
construction contracts, which exceed $2,000, must be in writing,
but there are no mandatory provisions for those contracts. Such
things as the size of type, a date, a description of work, the
signature for both parties, may be provisions that the state should
require.

Reason: Lack of sufficient written contract is among the top
reasons construction projects falil.



Building envelope contractor certification (roofing, siding, windows,

etc.)

Failure of the building envelope is the leading cause of serious
construction defects. Water intrusion and the mold and/or rot that
follow must be avoided. They will be avoided if these contractors
ensure that their workers install the building materials:

In accordance with all UBC requirements; and
The manufacturer’s recommendations.

Require the owner of the business (perhaps the CCB responsible
managing individual (RMI)) to personally sign a certification
attesting to the above and make that RMI personally responsible
as well as the business in the event that the products were not
Installed in accordance with the above. The certification should
be provided to the owner at the conclusion of the construction
project.



Reason: If the state requires business owners to personally
certify that materials were installed correctly, and hold him/her
personally responsible for any failure, they will ensure that the
workers “do it right”.

Additional Business Competency Education: Today new
contractors must pass a business competency test to obtain a
license. Most current contractors, however, were grandfathered
In in 2001 when the test was instituted.

Government regulation, including CCB regulation, building codes,
environmental laws, and other regulations change every few
years. Surely even the most seasoned veterans could benefit by
additional bi-yearly training requirements.



If such a requirement were instituted, it would need to be tightly
controlled and regulated by the state:

Cost
Avalilability
Subject content

Should be controlled by the state contractor licensing authority
(CCB). Course content and delivery must be controlled by
competent state officials. This would require additional staff to be
done appropriately.

But if safeguards were in place to ensure:
Cost
Avallability
Subject content
Some form of additional education would benefit contractors.

Reason: Self evident.



