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March 2010 — Show Me Your
License or I Will Show You the
Door

f you are a general contractor, beware! You may be
obligated to pay the wages of your unlicensed
subcontractor’s unpaid laborers. In a recent case from
California’s  Fourth  Appellate District, Sanders
Construction Co., Inc. v. Cerda, the court held that the
general contractor was liable for wages to six laborers
who worked for the unlicensed drywall subcontractor
on the construction project. The general contractor paid
the subcontractor who was supposed to pay his
laborers. During construction, the general contractor
found out that the subcontractor was not licensed; yet,
the general contractor continued to work with the
subcontractor to finish the job. However, after a dispute
arose, the subcontractor stopped work on the project.
Shortly thereafter, the laborers all stopped work and
filed their wage claims against the general contractor
with the state Labor Commissioner, seeking wages,
interest, and waiting time penalties.
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The hearing officer relied on the reasoning in Hunt
Building Corp. v. Bernick, which states that Lab. Code §
2750.5 operates to conclusively determine that a general
contractor is the employer of not only its unlicensed

subcontractors but also those employed by the
unlicensed contractors.!  Accordingly, the hearing

officer decided that the general contractor was the

Hunt Building Corp. v. Bernick, 79 Cal. App. 4th 213,
220 (2000).

statutory employer of the laborers, entitling them to
wage and interest. However, under Cal. Bus. & Profs.
Code § 7031, the subcontractor was not able to obtain
wages from the general contractor because he was an
contractor who was

unlicensed acting as an

independent contractor.

The appellate court was asked to determine whether a
general contractor may be held liable for the unpaid
wages of workers hired by an unlicensed subcontractor.
The court agreed with the rationale of the hearing
officer and stated that although these laborers were not
licensed contractors, they were not barred under Cal.
Bus. & Profs. Code § 7031 from recovering payment for
services. The prohibition of section 7031 did not apply
to the laborers because they received wages as their sole
compensation, they did not engage in an independent
business, and they could not control how the work was
performed.? Thus, the general contractor was liable for
the wages of the unlicensed subcontractor’s laborers.

Lesson: Before beginning the construction project,
always verify that all subcontractors are licensed
contractors; otherwise, you are taking the risk of having
to pay their worker’s wages.

This alert was authored by Zena Ho, an associate in the
Litigation Practice Group. Ms. Ho has been able to hone her skills
as an advocate and complete tasks under budgetary restrictions.
As a result, Ms. Ho understands the importance of her client’s
objectives simultaneously — providing cost efficient
representation. For more information, contact Ms. Ho by sending
a message to: Zena.Ho@GreshamSavage.com or calling (951)
684-2171.
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