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As we Kick off 2025, the following provides a brief overview of those bills that impact
contractors which were introduced during California’s 2024 legislative session ultimately
signed into law by Governor Newsom.

a. SB 1455 (Licensing) — This bill eliminates the requirement that an employment duty
statement be included when applying for a contractor’s license. The bill also defines “direct
supervision or control” as including, among other things, supervising construction
operations. This bill expands the definition of persons/entities allowed to obtain a
contractor’s license to include federally recognized tribes. It also requires contractors subject
to workmanship complaints that result in a letter of admonishment or citation to reimburse
the CSLB for industry expert costs. In the public works context, the bill requires public
agencies to determine the license classification necessary to bid and perform work from the
classifications prescribed by law. The bill further requires the CSLB to establish a process
and procedure by January 1, 2027 to verify that contractor’s exempt from workers’
compensation insurance requirements are in fact exempt. The bill delays from January 1,
2026 to January 1, 2028 the implementation of mandatory workers’ compensation insurance
for all contractors unless they have no employees, are organized as a joint venture, and file a
certificate of exemption. Note there remains the presumption that C-8, C-20, C-22, C-39 and
D-49 licensees are required to have workers’ compensation insurance even if they have no
employees.

b. AB 2192 (Public Works) — Existing law defines “public project” to include, among other
things, construction, reconstruction, erection, alteration, renovation, improvement,
demolition, and repair work involving any publicly owned, leased, or operated facility. The
bill adds “installations” to the definition. Under the Uniform Public Construction Cost
Accounting Act, the bill also increases from $60,000 to $75,000 those public works projects
that may performed by employees of a public agency by force account, negotiated contract,
or purchase order. The bill further raises the level from $200,000 to $220,000 for public
works projects over which must be let to contract by formal bidding procedures; anything
under $220,000 may be let to contract by informal procedures. In the event bids for a public
works project are in excess of $220,000, the bill permits public agencies to award the
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contract at $235,000 or less, up from $212,500 or less, to the lowest responsive bidder if it
determines the cost estimate of the public entity was reasonable.

AB 2705 (Public Works) — Existing law provides that both contractors and subcontractors
are jointly and severally liable for unpaid wages or penalties to workers of subcontractors on
public works projects. The Labor Commissioner has the power to issue a civil wage and
penalty assessment to a contractor or subcontractor for violations of the Labor Code for work
performed on a public works project. This bill clarifies that both contractors and
subcontractors are jointly and severally liable for any unpaid wages or penalties, as
determined by a final order or judgment. However, the Labor Commissioner is required to
exhaust all reasonable means to collect from the subcontractor before seeking payment from
the contractor. The Labor Code is amended to state that any money collected is distributed
prioritizing wage claims over penalties. The bill further outlines a contractor’s liability when
using out-of-state fabrication facilities. Further, the limitations period for the Labor
Commissioner to file an action against a payment bond is 18 months (in lieu of the former 6-
month period), subject to tolling under certain circumstances, after the recording of a notice
of completion.

SB 1162 (Public Works) — This bill requires that contractors, bidders, or other entities must
provide to the public entity monthly apprenticeship compliance reports to include the full
name of, and identify the apprenticeship program name, location, and graduation date of all
workers relied upon to satisty the apprenticeship graduation percentage requirement. The bill
also requires the Division of Apprenticeship Standards to maintain a public online database
to verify that a worker graduated from a California apprenticeship program by July 1, 2025.

SB 1303 (Public Works) — This bill requires private labor compliance entities, prior to
withholding funds for alleged violations of the prevailing wage law, to confer with the
negotiating parties to review relevant public works law and prohibits such entities from
withholding amounts that exceed the alleged underpayments and penalty assessments. The
bill also requires such entities to provide a venue for a public works contractor or
subcontractor to review and respond to evidence of alleged violations. This bill further
provides that a violation of the conflicts of interest provisions by a private labor compliance
entity would void a contract between the parties and subject the entity to specified civil fines
and fees.

AB 2696 (Private Works) — Existing law provides that both direct contractors and
subcontractors are jointly and severally liable for unpaid wages, penalties, liquidated
damages, and interest to workers of subcontractors on a private works project. This bill
authorizes a joint labor-management cooperation committee to bring an action against a
direct contractor to enforce liability for unpaid wage, fringe or other benefit payment or
contribution, penalties or liquidated damages, and interest owed.
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g. AB 2579 (Inspections) — Existing law authorizes an enforcement agency to enter and inspect
any buildings or premises whenever necessary to secure compliance with or prevent a
violation of the California Building Standards Code and other rules and regulations that the
agency has the power to enforce. The existing law requires an inspection by January 1, 2025,
and by January 1 every 6 years thereafter, of exterior elevated elements and associated
waterproofing elements, including decks and balconies, for buildings with 3 or more
multifamily dwelling units. This bill extends the deadline for initial inspection until January
1, 2026. It also provides that no new inspection is required until January 1, 2026, if the
property was inspected within 3 years prior to January 1, 2019.

h. AB 1034 (PAGA Exemption: Construction Industry Employees) — The existing Labor
Code Private Attorneys General Act (PAGA) exempts, until January 1, 2028, from its
provisions an employee in the construction industry with respect to work performed under a
valid collective bargaining agreement in effect any time before January 1, 2025, that
expressly provides for the wages, hours of work, and working conditions of employees,
premium wage rates for all overtime hours worked, and for the employee to receive a regular
hourly pay rate of not less than 30% more than the state minimum wage rate. PAGA also
requires that the agreement prohibit all violations of the Labor Code that would be
redressable pursuant to PAGA and provide for a grievance and binding arbitration procedure
to redress those violations. This bill extends the construction industry exemption to the
PAGA until January 1, 2028.

i. AB 179 (Department of General Services (City of Los Angeles)) — This bill authorizes the
Department of General Services (DGS) to engage in job order contracting as an alternative
procurement procedure for public works, but in doing so, restricts any such a contract to a
maximum initial contract term of 24 months. The bill would also impose a maximum
contract amount of $10,000,000 in the first term of the contract and authorize the DGS to
issue up to 4 one-year extensions to each job order contract, up to an additional $5,000,000
per year. The bill would prohibit any single job order from exceeding $1,000,000, as
prescribed. The bill requires contractors awarded a job order contract to pay prevailing wages
and use a skilled and trained workforce.

j. AB 1957 (Procurement) — Existing law establishes a pilot program to allow the Counties of
Alameda, Los Angeles, Monterey, Riverside, San Bernardino, San Diego, San Mateo, Santa
Clara, Solano, and Yuba to select a bidder on the basis of best value for construction projects
in excess of $1,000,000. This bill authorizes any county of the state to utilize this program
and would extend the operation of those provisions until January 1, 2030.

k. AB 2235 (Procurement (Long Beach)) — This bill authorizes the City of Long Beach to
procure contracts relating to the terminal development project at the Port of Long Beach,
known as Pier Wind, and to enter alternative project delivery method contracts for that
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purpose. The bill also requires the City to prepare, publicly advertise, and issue solicitation
documents to procure and award any contract. For purposes of these provisions, the bill
authorizes the City to perform various duties regarding the procurement and administration
of these contracts, including amending those contracts. The bill also imposes various
prohibitions and requirements on a business entity, including requiring that the entity provide
payment bonds for the project and use a skilled and trained workforce to perform all
construction work on the project as well as comply with certain other requirements such as
including errors and omissions insurance.

1. AB 2293 (Procurement (Health Care)) — This bill requires a joint powers authority, when
undertaking a project applicable to the construction or refurbishment of health facilities, to
obtain an enforceable commitment that any entity constructing the project use a skilled and
trained workforce. The bill also requires a private entity performing the work on any such
project to certify, in writing and under penalty of perjury, that prevailing wages will be paid
to workers on the project and that a skilled and trained workforce will be used to perform all
construction work on the project.

m. SB 940 (Civil Disputes) — The Consumer Contract Awareness Act of 1990 prohibits an
employer from requiring specified employees, as a condition of employment, to agree to a
provision that would require the employee to adjudicate outside of California a claim arising
in California or deprive the employee of the substantive protection of California law with
respect to a controversy arising in California, as specified. This bill, for contracts entered into,
modified, or extended on or after January 1, 2025, prohibits a seller from requiring a
consumer, as a condition of entering into a contract, to agree to a provision that requires the
consumer to arbitrate outside of California a claim arising in California or to arbitrate a
controversy arising in California under the substantive law of a state other than California.

Failing to Prevent a Suspension of Your Contractor’s License May Result in Significant
Financial Consequences

On September 3, 2024, the California Court of Appeals (Fourth Appellate District) issued an
important decision in American Building Innovation LP v. Balfour Beatty Construction, LLC, et
al., which underscores the significant financial consequences for contractors who fail to maintain
a valid California contractor’s license when performing construction work in the state. !

In June 2017, Balfour Beatty Construction, LLC (“Balfour”) subcontracted with American
Building Innovation (“ABI”) to perform concrete, framing and structural steel work on a school
project (the “Project”).? During ABI’s performance of the work, it’s workers’ compensation

1 American Building Innovation LP v. Balfour Beatty Construction, LLC, et al. (2024) 104 Cal.App.5th 954.
2d., at 959.
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policy was cancelled due to ABI’s intentional nonpayment of outstanding premiums on a prior
policy, which it claimed it had been overbilled for.® This cancellation resulted in a suspension of
ABTI’s contractor’s license mid-Project, and although fully aware that it was unlicensed and
uninsured, ABI continued working on the Project, logging more than 1,000 man-hours during the
license suspension. *

At the completion of the Project, Balfour withheld payment for some of the work performed
by ABIL> In response, ABI filed legal action against Balfour to recover the unpaid amounts.® In
response to ABI’s claims, Balfour argued that ABI was not properly licensed at all times as
required by Business and Professions Code section 7031, and as a result, was barred from
recovering any payment for labor, materials or equipment that ABI furnished on the Project.’

On motion for summary judgment, the trial court agreed with Balfour, holding that section
7031 did in fact bar ABI from recovering any amount for work it performed on the Project
regardless of the underlying merits of the claim because ABI was not “duly licensed” at all times
during the performance of its subcontract.® Making matters worse, after receiving judgment in
its favor, Balfour filed a motion for attorneys’ fees and costs under Civil Code section 1717 and
the subcontract’s prevailing party fee provision, which the court granted—resulting in an award to
Balfour of over $270,000 in costs and over $1.55 million in attorney fees.’

ABI appealed both the underlying judgment and trial court’s attorneys’ fee award.'!° On
appeal, the court upheld both the judgment against ABI and the post-judgment attorneys’ fee
award.!! In doing so, the court held that ABI was not entitled to retroactive reinstatement of its
license under Business and Professions Code section 7125.2 because neither the policy
cancellation nor the continued failure to have insurance on file were “outside of [ABI’s]
control.”'? The court further held that the trial court “properly awarded over $1.55 million in
attorney fees to [Balfour] under Civil Code section 1717 because ABI sued to enforce the
subcontract, thereby triggering the subcontract’s attorneys’ fee provision, and as the prevailing
party in the action, Balfour was entitled to recover its attorneys’ fees. !>

This case serves as a critical reminder for contractors in California to maintain a valid
contractor’s license and workers’ compensation insurance at all times, as a failure to do so can

3d.

4 1d., at 959-60.
5 1d., at 960.
5/d.

7 1d., at 961.
81d., at 961-62.
%1d., at 962.

10 g,

114d., at 968.
124d., at 963-66.
13 d., at 967.

BBG California Construction 2024 Legal Review 5



have serious legal and financial consequences.

A. Failing to Monitor Your Subcontractor’s Labor Code Compliance May Make
Significant Penalties Your Responsibility

On May 28, 2024, the California Court of Appeals (Fourth Appellate District) affirmed a trial
court’s judgment in Lusardi Construction Co. v. Department of Industrial Relations, holding a
general contractor, Lusardi Construction Co. (“Lusardi”) jointly and severally liable with its
subcontractor, Pro Works Contracting Inc. (“Pro Works”), for labor law violations under
California’s Labor Code. '

In 2014, Lusardi entered into a public works contract to construct a project at San Marcos
K-8 School (the “Project”).!> Lusardi subcontracted Pro Works to install iron reinforcing work
for the Project.!® As a public works contract, compliance with Labor Code section 1777.5 was
required, mandating the employment of apprentices on the Project at specific ratios.!”

In 2015, the Department of Labor Standards Enforcement (“DLSE”) opened an
investigation into a complaint that Pro Works violated section 1777.5 by failing to: (1) provide
contract award information; (2) request dispatch of apprentices from applicable apprentice
committees; (3) employ registered apprentices in compliance with a required apprentice to
journeyperson ration; and (4) make certain required training fund contributions to an approved
apprenticeship program.'® A notice of the ongoing investigation and the DLSE’s request for
specific documentation was served on both Lusardi and Pro Works.!® Lusardi did not respond
to the DLSE notice or the DLSE’s request for documentation.°

After the DLSE investigation and a director’s review, it was determined that Pro Works
“failed to hire any apprentices” and had a “history” of apprentice violations.?! In connection
with these violations, Pro Works was assessed penalties totaling $30,800, which Lusardi was
determined to be jointly and severally responsible for under Labor Code section 1743(a) because
it was aware that Pro Works was not in compliance with the apprentice requirements based on
certified payroll records maintained by Lusardi that proved Pro Works did not use apprentices on
the Project, and the notice provided by the DLSE of the investigation that occurred during the
construction of the Project.?

14 Lusardi Construction Co. v. Department of Industrial Relations (2024) 102 Cal.App.5th 1329.
15 d., at 1333.

16 d.
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After the assessment, Lusardi then filed a petition for writ of administrative mandate arguing
that the DLSE’s decision imposing liability on Lusardi should be invalidated for various reasons,
which was denied by the superior court.?? Specifically, the superior court found that substantial
evidence supported the assessment and that the certified payroll records provided substantial
evidence showing Lusardi knew of Pro Works’ failure to hire any apprentices.*

On appeal, the court affirmed the superior court’s decision, holding that there was substantial
evidence that Lusardi knew of Pro Works’ labor code violations because the certified payroll
records maintained by Lusardi showed that Pro Works did not record any apprentice hours on the
Project.?

This case underscores the importance of general contractors actively monitoring subcontractor
compliance with labor laws. Failure to do so can result in shared liability for penalties arising
from non-compliance. General contractors should maintain accurate records, respond promptly to
agency notices, and ensure all subcontractors meet their labor law requirements.

B. “Substantial Completion” Is an Objective Fact About the State of Construction That
Cannot Be Dictated By Contractual Definition

On February 8, 2024, the Court of Appeal (First Appellate District) issued an unpublished
opinion in Giant Development L.P. v. J.H. Fitzmaurice, Inc., holding that parties to a
construction contract cannot, by agreement, conclusively determine when a statutory 10-year

limitation period for latent defect claims under California Civil Procedure Code section
337.15(a) begins to run.

In this case, Giant Development L.P. (“Giant”) contracted with J.H. Fitzmaurice, Inc.
(“JHF”) to construct a five-building apartment complex (the “Project”).2” The contract defined
substantial completion as the stage when the work was sufficiently complete for occupancy or
use, subject to certification by the Project architect and issuance of certificates of occupancy.?

Between April and June 5, 2007, the architect issued punch lists and certificates of
substantial completion for the five buildings, and certificates of occupancy were issued shortly
thereafter, with a final certificate of occupancy on August 17, 2007.%° Giant recorded a notice of
completion for the Project on July 11, 2007.3°

Between 2016 and 2017, Giant claimed that apartment tenants began complaining about

23 d., at 1338-39.

24 1d., at 1339-40.

25 /d., at 1340-48.

26 Giant Development L.P. v. J.H. Fitzmaurice, Inc., 2024 Cal. App. Unpub. LEXIS 833 (February 8, 2024)
(unpublished).

27 |d., at 3.

28 d., at 4-5.

2 Id., at 6-9.

30/d., at 9.
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“serious water intrusion problems” through walls, windows and sliding doors, resulting in water
stains, corrosion, moisture in walls, floors and carpets, organic growth on surfaces and
deterioration of wood framing.?! As a result of these complaints, on June 7, 2017, Giant filed a
construction defect lawsuit against JHF.>? The complaint defined the Project as the entire
apartment complex, and alleged that it was completed on July 11, 2007, the date Giant recorded
its notice of completion.>?

Importantly, California Civil Procedure Code section 337.15(a) establishes a 10-year statute
of limitations for construction defect claims running from the date of substantial completion of
the improvement.>* The question at issue here was when exactly substantial completion was
achieved by JHF.

During the trial, an expert for JHF testified that all five buildings were substantially
completed by the end of May 2007 since by that time the Project architect had done his punch
list inspection.®®> JHF’s expert further opined that all were substantially complete before the final
inspections occurred and before a notice of completion was recorded.*® On the other hand, an
expert for Giant opined that the parties had contractually agreed that substantial completion
would only occur after certificates of occupancy were issued for all buildings that were part of
the Project, and that it was ultimately the Project architect’s “call” under the contract as to when
the Project reached substantial completion.?” The jury found Giant’s claims untimely under
section 337.15(a) and Giant appealed.>®

The appellate court affirmed the judgment, emphasizing that while the contract outlined a
process for determining substantial completion, the statutory standard controls when calculating
the limitations period.?* Citing the Fourth District Court of Appeals decision in Hensel Phelps
Construction Co. v. Superior Court (2020) 44 Cal.App.5™ 595, the court further explained that
substantial completion is an objective fact determined by the trier of fact based on evidence, not
dictated by contractual definitions.*’

This decision clarifies that under California law, statutory deadlines for latent defect claims
cannot be contractually fixed, and substantial completion remains an evidence-based
determination by the trier of fact.
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