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Section I. PREFACE 
 
A.    Factors that Complicate Sunrise Review of LD 1551 
 
This report differs in many respects from the standard sunrise report that typically 
follows a legislative proposal that creates a new licensing program for a previously 
unregulated profession.  LD 1551, “An Act to License Home Building and Home 
Contractors,” was introduced during the first regular session of the 121st session.  The 
Business, Research and Economic Development Committee held a hearing on the bill in 
April, 2003 and subsequently voted to carry the bill over to the next Legislative Session.  
The Committee further directed the Department to conduct sunrise review on the bill 
pursuant to Title 5, Section 12015, and to submit a sunrise report to the Committee for its 
consideration by January 1, 2004.   
 
At the same time the Committee voted to carry over LD 1551, it also voted to merge the 
concepts contained in LD 401 (adoption of a national plumbing code) , LD 688 (adoption 
of a state rehabilitation code) and LD 1025 (creation of a state building code office) into 
LD 1025 and carry LD 1025 over to the Second Regular Session.  It was the Committee’s 
hope that the break between legislative sessions would provide groups and individuals 
interested in various aspects of these bills to develop consensus that would assist the 
Committee in identifying public support for a standardized building code and for a 
licensing program for building contractors.  
 
Between April and September 2003 two separate working groups emerged.  The first 
group identified itself as the “Building Code Working Group” and was comprised of 
local code enforcement officials, industry and code representatives, state officials, 
representatives of the insurance community and a variety of other interested parties and 
met on a periodic basis to discuss the pros and cons of various building codes that could 
be adopted and used in Maine.  The findings of the Building Code Working Group are 
contained in a Report dated October 8, 2003.  The report identifies the International 
Residential Building Code (IRC) as the building code preferred by many, but not all, 
participants.  The report makes it clear, however, that the group did not address certain 
issues considered critical to the success and effectiveness of any adopted state building 
code.  Critical issues that remain unresolved are 1) whether if adopted; the building code 
would be a mandatory or a voluntary; 2) whether the building code would be enforced at 
the local or state level; and 3) how any enforcement of an adopted code would be funded.   
 
A second working group formed on an informal basis at the suggestion of the staff of the 
Attorney General’s office and identified itself as the LD 1551 “Stakeholder Group.”  The 
objective of the group was to further debate and discuss the pros and cons of licensing 
residential building contractors and the merits of alternative approaches to regulation.  
The stakeholder group included residential builders, commercial builders, professional 
associations representing builders and contractors, representatives of insurance 
companies, lumber companies and municipalities and towns.  Over the course of three 
months of periodic meetings, a number of revisions to the original bill were discussed; 
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however, it is apparent that consensus was not reached on many critical issues that form 
the foundation of an effective licensing program.    
 
Having reviewed all available documentation from the Building Code Working Group 
and the LD 1551 Stakeholder Group, as well as the information received as a result of the 
Department’s sunrise review process, it is the Department’s view that meaningful sunrise 
review is more difficult than usual because three key foundational or seminal issues have 
not been resolved.  Only after the three issues discussed below are resolved by the 
Legislature can the Department’s sunrise review provide meaningful analysis and 
recommendations.   
 
1.    Established Statewide Building Code  
 
In the context of developing a licensing requirement for any occupation or profession, 
one of the seminal issues to determine is the standard the licensing board must apply in 
measuring the licensees’ level of competency.  The threshold foundational issue critical 
to the question of licensing of home contractors is the absence of agreement or consensus 
on whether a state-wide building code should be adopted.  In the Department’s view, a 
state building code provides such a standard by which the public would be able to 
evaluate the conduct of potential licensees of a regulatory program.  Without an adopted 
state building code that is understood by all parties who might be subject to licensing 
requirements, and which is enforced in a consistent manner, the state does not have the 
tools to advance its singular objective of protecting the public.  The adoption of a 
statewide building code is also a pre-requisite to any consideration of a state licensing 
program.  All professions and occupations that are regulated by the State rely on 
statutorily-defined scopes of practice and technical codes and standards to measure or 
evaluate the conduct of licensees.   
 
The Department is aware that adoption of any state wide building code has been 
extensively debated for several years at the local level as well as by the Legislature.  The 
questions of which code would be best for Maine and how the chosen code would be 
implemented and enforced continues to be a contentious issue on which complete 
consensus has not been reached.   Although progress has been made, the conditional 
language and recommendations of the Building Code Working Group in its Final Report 
are evidence of the lack of full agreement on these issues.   
 
Nonetheless, whether to adopt a statewide building code is a foundational issue that must 
be addressed and resolved.  If left unresolved, disagreement surrounding code issues will 
become a barrier to meaningful consideration of any form of contractor regulation by the 
Legislature.   The absence of a mandatory statewide building code implemented and 
enforced either at the local level or at the state level, we believe precludes consideration 
of licensure of home building contractors  
 
2.  Statutory Scope of Practice 
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The second key foundational issue that must be resolved is the “scope of practice” for 
any defined group of individuals that may be regulated.  The statutory scope of practice 
provision is the hallmark of licensing statutes for all regulated professions and 
occupations.  The scope of practice indicates to the public which services they seek will 
require the service provider to have obtained a state license and, to the contrary, which 
services will not require a license.  The original version of LD 1551 would require 
licensure of a “home contractor” which includes any person who undertakes, offers to 
undertake or submits a bid to build a dwelling or perform any home improvement.  
However, the bill does not define which specific services performed by a home contractor 
are included in the “building” or “improving” of a dwelling.   
 
Suggestions for amendments to LD 1551 made by the Stakeholder Group are equally 
unclear in terms of describing the actual conduct or activity that requires a license.  For 
example, revised LD 1551 exempts a subcontractor providing window installation for a 
home contractor from licensure; however, the same subcontractor would have to obtain a 
license if he or she provided the same window installation service to a consumer directly.  
Thus, it is the relationship between a service provider and the consumer on a given day 
that determines whether a license is required, rather than the actual service or conduct 
itself.   
 
In addition, the definition of “home improvement” includes the “structural repair, 
renovation or rehabilitation of construction or an addition to a dwelling.”  Is this 
definition limited to what is generally thought of as carpentry type work?  If so, what is 
the definition and scope of practice for a carpenter?   The definition also includes “the 
removal, repair, replacement or installation of roofing, siding, insulation, windows or 
chimneys.”   Does this mean that a person working on a foundation is not required to be 
licensed?  What about drywallers, floor covering installers or other specialty service 
providers?  What specific range of services is included in each category?  Does “roofing” 
include replacing both boards and shingles or just shingles?    
 
Without a clear statutory scope of practice adopted by the Legislature, neither potential 
licensees nor the public will be able to determine under what circumstances a license will 
be required.   Currently, neither LD 1551 nor suggested changes to LD 1551 set forth in 
clear practical terms the specific conduct or activity that triggers licensing requirements.  
At the outset, regulation of a profession is the Legislature’s determination. More 
specifically, defining the actual conduct which will require such regulation, should not be 
delegated to a licensing board through the board’s rulemaking process.   
 
3.  Identified Funding Source  
 
A third seminal issue that has not been resolved is the source of funding for any form of 
regulation.  The cost of regulating a profession is typically borne by the licensees in that 
profession through the submission of dedicated license fees.  In addition to licensing 
individual contractors, LD 1551 contemplates a required permitting and inspection 
process for each construction project but fails to identify a funding source other than 
“licensing fees” paid by “licensees.”  A typical licensing program will build into the 
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license fee the direct costs of examination development and administration, dedicated 
personnel and associated equipment, as well as shared overhead costs including rent, 
legal service, and technology and shared staff.  The permitting and inspection functions 
required by LD 1551 would not typically be included in the administrative cost of the 
licensing program.  Those costs are not addressed in either the original bill or the revised 
bill.   
 
As noted previously, the fact that the bill lacks specificity in defining what types of 
conduct would be regulated and under what specific circumstances makes it almost 
impossible to project both the number of potential licensees, and the total cost of the 
regulatory program.  Comments of interested parties on this point are evidence of the lack 
of consensus on the objective of LD 1551.  The Maine Municipal Association, for 
example, projects the costs of a regulatory program to be approximately $3 million 
annually, based on the number of licensees it foresees.  The Attorney General’s 
consultant projects the cost of the program at $8 million based on one required inspection 
for each of approximately 80,000 housing projects performed annually by an estimated 
12,000 licensees.  LD 1551 requires a series of three inspections per housing project 
which would put the actual cost of the program at $24 million annually.   
    
          *      *       *      *      *      *      *      * 
 
Given the factors including the on-going simultaneous discussions of various informal 
working groups on different but interrelated topics, the likelihood of the introduction of 
amendments to LD 1551, and the lack of consensus on interpretation of provisions in 
either the original bill or a revised bill, the question of whether and how building 
contractors should be regulated has become a moving target.  To the extent that these 
seminal issues remain unresolved, meaningful discussion by the Legislature of whether 
regulation in this area should occur, and if so, what specific regulatory options should be 
considered remains difficult.   Nonetheless, even though normally not part of a typical 
sunrise review report, the following section attempts to outline the spectrum of options or 
potential regulatory approaches which the Legislature could consider with regard to the 
issue of home contractor regulation in general.  
 
B.   Regulatory Options  
 
LD 1551 focuses exclusively on licensing of home building contractors to provide new 
remedies for consumers who have expressed frustration with the business practices and 
work product of the contractors with whom they have established business relationships.  
Licensing is only one of several regulatory options.  These following options are 
organized in terms of degree of regulatory burden, from least burdensome to most 
extensive.  
 
• No change:    This option leaves in place current licensing programs for certain 
regulated trades including plumbing, electrical installation, the work of oil burner 
technicians, propane and natural gas technicians, architects, and engineers.  Various 
related safety and installation codes have been adopted at both the state and at the 
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municipal level.  However, building codes adopted at the municipal level cover 
approximately 52 percent of the state’s population, and provide for permitting, inspection 
and enforcement at the local level. 
.   
• Certification:  “Certification” is a regulatory term that connotes a training and/or 
an examination process typically administered by a private trade or professional 
association for the benefit of its members.  Obtaining certification status by the service 
provider is voluntary.  The state has no enforcement or regulatory role.  Certification is 
used to enhance the competency and/or stature of those certified within the profession or 
occupation.  A contractor certification program could require an agency to administer an 
examination that would cover both construction-related subject matter and basic business 
management and law and certify those who passed.  Since certification would be 
voluntary, it would not prohibit anyone from practicing as a general contractor.  The 
certification program might be most effective if combined with the adoption of a 
statewide building code, with the exam testing the applicants’ knowledge of the code.   
As described, certification is not typically a state function; and therefore, if not overseen 
by a state agency, no state expense would be incurred. 
 
• Registration:  The regulatory term “registration” implies that certain essential 
information about an identified group of individuals and entities is gathered and compiled 
by the state so that the public has some way of contacting the registrant if necessary.  
Registration is marked by the payment of a registration fee by the registrant but does not 
carry with it a set of standards or qualifications that must be met by the registrant before 
the registration is issued.  It is usually the lowest level of regulation implemented by a 
state. In this context contractors could be required to register as a pre-requisite to 
practicing in the state.  Registration would be mandatory but could be limited to 
contractors or extended to include specialty trades.  Registration could be instituted as a 
preliminary step in a phased- in licensure program, or it could constitute an end in itself.  
Because registration is a function of the state, all costs associated with the registration 
program would be passed on to the registrants in the form of registration fees that would 
cover the cost of the program.  These costs would include the direct costs of the program, 
including dedicated personnel costs as well as shared overhead costs that would include 
the cost of rent, technology and legal service.   
 
• Licensure:  Licensure is a designation used to describe the highest level of state 
regulation.  Typically, the state grants licensure to an individual who has complied with a 
legislatively mandated set of minimum educational, experiential, and training and 
competency standards, and has paid the required licensing fee.  Regulation through 
licensure encompasses the setting of eligibility standards, examination requirements, and 
a complaint process to resolve consumer complaints.  The complaint process typically 
involves investigation of complaints and a disciplinary process whereby the licensing 
authority imposes discipline in situations where the licensee has violated state law or 
board rule.  Effective licensing programs that protect the public require a clear public 
threat and a mechanism for protecting the public from that defined threat.  The 
foundations for a licensure program almost always include adoption of minimum 
standards and a clearly defined statutory scope of practice.  This level of state regulation 



 7 

carries with it the highest level of state expense.  The total cost of the program becomes 
the basis for a statutory fee cap, and license fees established through the Administrative 
Procedures Act rulemaking process.   
 
Within the category of “licensure,” several sub-options might be considered, again, from 
least burdensome to most complex:  
 

o Licensure of roofers: Between 2000 and 2002, the Attorney General’s Office 
reported that 107 of 457 or 23% of construction-related consumer concerned 
roofing.   

 
o Licensure of contractors combined with registration of roofers (See “Registration” 

description above) 
 

o Licensure of residential contractors and specified specialty construction trades 
 
 
• Licensure Plus :  Some states have combined contractor licensing programs with 
other components of a remedial program which provide disclosure of financial 
information as a condition of licensure and in some cases, to provide consumer remedies.  
These licensure models clearly increase costs associated with the program. 
 

o Licensure of residential contractors that includes financial requirements imposed 
on residential contractors    Some states require a demonstration of financial 
stability and net worth as a condition of licensure.   

 
o Licensure of residential contractors that includes provision for a homeowner 

restitution fund 
 
o Licensure of residential contractors that includes a subcontractor recovery fund. 

 
These and other combinations can be found in other states.  As noted, the more complex 
the program, the more state expense is involved.  However, until the basic elements of the 
desired program are established, the total costs of any program are speculative, at best.  
 
 
C.  Department’s Responsibility pursuant to the Sunrise statute 
 
Consideration of any particular option discussed above will not be useful unless and until 
the three seminal issues previously outlined are resolved.  The Department, however, is 
obligated to present its analysis of the statutory evaluation criteria pursuant to the 
Committee’s directive to conduct an independent assessment of LD 1551 as presented.  
Despite the complicating factors surrounding the bill, and the lack of clarity as to the 
bill’s specific purpose, Section II of this report sets forth the more formal “sunrise 
review.”  
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Section II. Sunrise Report on LD 1551 “An Act to License Home   
  Building and Improvement Contractors  
 
Introduction:  
 
Under current Maine law, building contractors are not required to obtain a state license to 
conduct business in the state.  LD 1551, “An Act to License Home Building and 
Improvement Contractors,” was considered by the Joint Standing Committee on 
Business, Research and Economic Development (“the Committee”) during the First 
Regular Session of the 121st Legislature.  The proposed legislation as printed would 
require building contractors of residential structures to obtain a license from the State and 
would establish a licensing board within the Department of Professional and Financial 
Regulation to regulate residential building contractors.  In addition, the bill provides for 
adoption by the board of the International Residential Code as Maine’s state-wide 
building code.  The Committee held a public hearing on LD 1551 and subsequently voted 
to carry the bill over to the Second Regular Session of the 121st Legislative Session to 
allow “sunrise review” to take place.   
 
As noted in Section I of this report, after the First Regular Session ended, an informal 
group of interested parties led by representatives of the Attorney General’s Office met 
periodically between June and September, 2003 to attempt to further debate and discuss 
the pros and cons of licensing residential building contractors and the merits of 
alternative approaches to regulation.  The informal group of stakeholders included 
residential builders, commercial builders, professional associations representing builders 
and contractors, representatives of insurance companies, representatives of lumber 
companies and representatives of municipalities and towns.  The Department is not aware 
of the existence of an official amended version of LD 1551.  For this reason, and because 
the public at large is aware only of the existence of LD 1551 as originally presented, this 
assessment is confined to the provisions of the original bill.    
 
 
A. Sunrise Review  
 
Pursuant to 5 MRSA § 12015(3), “sunrise review” must be undertaken whenever 
proposed legislation would license or otherwise regulate an occupation or profession that 
is not currently regulated in order to determine whether such regulation is necessary to 
protect the health, safety, and welfare of the public. 
 
The sunrise review process consists of applying the evaluation criteria established by 
statute, 32 MRSA § 60-J, to the proposed system of regulation to determine whether the 
occupation or profession should be regulated.    
 
Under the law, the sunrise review process may be conducted in one of three ways: 
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1. The Joint Standing Committee of the Legislature considering the proposed 
legislation may hold a public hearing to accept information addressing the 
evaluation criteria; 

 
2. The Committee may request the Commissioner of Professional and Financial 

Regulation to conduct an independent assessment of the applicant’s answers to 
the evaluation criteria and report those findings back to the committee; or 

 
3. The Committee may request that the Commissioner establish a technical review 

committee to assess the applicant’s answers and report its finding to the 
commissioner. 

 
 
Copies of 5 MRSA § 12015(3) and a summary of the sunrise review process are included 
in Appendix A.  
 
B. Charge from Committee 
 
In a memorandum dated May 16, 2003, the Joint Standing Committee on Business, 
Research and Economic Development requested that the Commissioner of Professional 
and Financial Regulation conduct an independent assessment of LD 1551, “An Act to 
License Home Building and Improvement Contractors,” in accordance with the state’s 
sunrise review procedures and submit a report of findings to the Committee by January 1, 
2004.   A copy of the committee’s request is attached as Appendix B.   
 
C. Independent Assessment by Commissioner 
 
The requirements for an independent assessment by the commissioner are set forth in 32 
MRSA § 60-K.  The commissioner is required to apply the specified evaluation criteria 
set forth in 32 MRSA § 60-J to responses and information submitted to, or collected by, 
the commissioner.1 After conducting the independent assessment, the commissioner must 
submit a report to the committee setting forth recommendations, including any draft 
legislation necessary to implement the report’s recommendations.  
 
The commissioner’s report to the Joint Standing Committee on Business, Research and 
Economic Development must contain an assessment as to whether answers to the 
evaluation criteria are sufficient to support some form of regulation.  In addition, if there 
is sufficient justification for some form of regulation, the report must recommend an 
agency of state government to be responsible for the regulation and the level of regulation 
to be assigned to the applicant group.  Finally, the recommendations must reflect the least 

                                                 
1 In conjunction with its solicitation of written comments, the Department publicized and held a public 
meeting of interested parties at the Gardiner Annex on October 15, 2003 to allow participants to 
supplement their written submissions and provide new information.  A list of participants at the public 
meeting is attached as Appendix C. 
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restrictive method of regulation consistent with the public interest.  Copies of 32 MRSA 
§§ 60-J and 60-K are included in Appendix A.  
 
  
D. Evaluation Criteria 
 
As part of the independent assessment process, the commissioner must review the 
responses to the evaluation criteria submitted by the “applicant group” seeking licensure.  
In the absence of a typical applicant group, the Department has considered the input of all 
individuals and groups that submitted a written submission or participated orally at the 
October 15th public meeting.    
 
The department’s analysis is structured utilizing the evaluation criteria set forth in 32 
MRSA § 60-J, and is presented in this report as follows:   
 

1. The evaluation criteria, as set forth in the statute; 
2. A summary of the responses submitted by interested parties ; and 
3. The department’s independent assessment of the response to the evaluation 

criteria. 
 
 
Evaluation Criterion #1:   Data on group proposed for regulation.  A description of 
the professional or occupational group proposed for regulation, including the 
number of individuals or business entities that would be subject to regulation; the 
names and addresses of associations, organizations and other groups representing 
the practitioners; and an estimate of the number of practitioners in each group. 
 
Responses: 
 
Information submitted by the Attorney General’s Office indicates that under the broadest 
interpretation of LD 1551, as many as 12,000 individuals and companies would be 
required to obtain a state license to offer construction and improvement services for 
dwellings.2   LD 1551 defines “home contractor” to mean a person who “undertakes, 
offers to undertake or submits a bid to build a dwelling or perform any home 
improvement.”  Alternatively, the Attorney General’s Office suggests that a more limited 
interpretation of the bill might produce a licensee pool of about 10,500.  This figure 
would not include “do- it-yourselfers” and subcontractors who work for general 
contractors.   
 
The trade or professional organizations represent some portion of the potential licensees 
include the following:  Maine Homebuilders and Remodelers Association (120-150 
members), Mid-Coast Builders Alliance (100 members in mid-coast region), and 
Associated Constructors of Maine.  

                                                 
2 Economic Impact Analysis of Proposed Home Contractor Regulation ,” issued by Planning Decisions, 
Inc., page 4. (Attached as Appendix D). 
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Department assessment: 
 
As noted in the Introduction, subsequent to the Committee’s decision to carry over LD 
1551 to allow for sunrise review, the Attorney General’s Office continued to organize 
meetings of parties that had expressed interest in participating in further discussions of 
the bill and its impact on the public, on the interested parties and on the business 
community.   During these meetings, questions were raised and debated with regard to 
the meanings of the core definitions that under normal circumstances would provide the  
basis for estimating the size of the licensee pool.   
 
In part because the bill does not define the actual conduct or “scope of practice” that 
would require licensure, the number of potential licensees that may be subject to 
regulation cannot be reasonably estimated.  In the absence of clear statutory definitions of 
the specific conduct and activity that would delineate the potential regulated community, 
and to avoid unproductive speculation, the Department relies on information provided the 
Attorney General’s Office on this criterion.  Planning Decisions, Inc. is a consulting firm 
retained by the Attorney General’s Office to provide a cost/benefit analysis for purposes 
of sunrise review.  In its report, Planning Decisions indicates that “approximately 12,000 
firms doing nearly $1.8 billion in sales could fall under the purview of LD 1551.”3  Any 
revisions in the bill’s definition of “home contractor,” “general contractor,” or “home 
improvement or repair” would presumably increase or decrease that estimate.     
 
It is also worth noting that the total membership of the various trade and professional 
associations participating in these discussions is less than 400 as compared to the 12,000 
licensees who would be subject to licensure.    
 
Evaluation Criterion #2:  Specialized skill.  Whether practice of the profession or 
occupation proposed for regulation requires such a specialized skill that the public 
is not qualified to select a competent practitioner without assurances that minimum 
qualifications have been met.  
 
Responses:   
 
Individual consumers who submitted comments typically indicated that home builders 
and home improvement contractors need specialized skills.  Generally, these consumers 
do not specify whether the skills needed are technical construction skills or financial and 
business skills or both.   
 
Trade and professional groups generally assert that specialized skills are required in order 
to produce a structurally sound structure.  Most commenters agreed that a competent 
builder needs knowledge and familiarity with the applicable building code and the ability 

                                                 
3 “Economic Impact Analysis of Proposed Home Contractor Regulation ,” issued by Planning Decisions, 
Inc., Table 3, Indices of Construction Businesses Covered by LD 1551, 2001 values (est.),  pg. 8, 
attached as Appendix D.  
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to comply with the provisions of that code.  Some commenters stated that they consider 
the manufacturers’ installation guidelines for their building materials are important.  
 
Department assessment:   
 
There is no doubt that “specialized skill” is required for at least some, if not all 
components of home construction.  Despite this, the Department is not aware of any 
nationally accepted set of minimum qualifications or standards for home builders.  
Consumers generally attempt to educate and protect themselves from negative 
consequences by taking time to interview more than one builder, ask for names of several 
other clients who have contracted with the builder, and require the builder to supply 
information about his or her financial situation and past financial history.  The consumer 
choosing a builder often has access to tangible work product of the builder and the 
testimony of prior clients as a guide.  Whether consumers who have submitted comments 
actually performed this kind of personal research is not known.  It should be noted that 
some consumers who responded to the Department’s request for consumer input stated 
that they had done their homework and were pleased with the work of the builder they 
chose, but the second time they hired the same builder for another purpose, problems 
with the construction project developed and they became dissatisfied.   
 
 
 
Evaluation Criterion #3:  Public health; safety; welfare.  The nature and extent of 
potential harm to the public if the profession or occupation is not regulated, the 
extent to which there is a threat to the public’s health, safety or welfare and 
production of evidence of potential harm, including a description of any complaints 
filed with state law enforcement authorities, courts, departmental agencies, other 
professional or occupational boards and professional and occupational associations 
that have been lodged against practitioners of the profession or occupation in this 
state within the past 5 years.   
 
Responses: 
 
Most consumers provided information that they had experienced economic or financial 
harm; they paid a builder to perform a task but the builder failed to perform the work 
without returning their money, or performed the work in such a way that the consumer 
was caused to pay a second builder to complete the work to their satisfaction, thus 
increasing the cost of the project.   
 
A smaller number of the consumers who responded indicated their opposition to a 
licensure program because of their belief that licensure would increase the cost of 
building and they saw no justification for any increase.    
 
The Attorney General’s representative submitted a listing of complaints received between 
2000 and 2002 relating to home construction and improvement.  Of the 447 complaints 
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received, 294 related to one or more of the building activities subject to licensure under 
LD 1551.   About half of those related to “new construction” or “roofing.”   
 
 
 
Department Assessment: 
 
The issue raised by the proposed legislation, and this evaluation criteria in particular, is 
whether the public’s health, welfare and safety is jeopardized if residential builders and 
home improvement contractors are not regulated.  The complaint information provided 
by the Attorney General’s office does not provide sufficient detail in terms of the specific 
facts and circumstances surrounding each complaint.   Consistent indexing to provide 
complaint context would need to be developed and analyzed in order to draw any 
meaningful inferences relevant to this assessment.    
 
Economic Harm:    Consumer complaints of economic harm must be considered in the 
context of the residential building industry in Maine overall.  The Department relies on 
information contained in Planning Decisions’ cost benefit report to put the threat to 
public safety or welfare in perspective.  Table 5 of the report on page 12 indicates that the 
Attorney General’s Office assigned an adjusted total dollar value to the 100 complaints 
received in 2002 of approximately $1.5 million.   In comparison to the $788 million spent 
on home improvement activity during the same period, the financial “damages” of $1.5 
million associated with these complaints represent approximately 2/10th of one percent of 
total expenditures.   Obviously, the 100 complaints reported to the AG do not reflect the 
total number of complaints relating to home contracting work in Maine.   Planning 
Decisions asserts that this relatively small percentage could be related to the reluctance of 
consumers to report problems.   
 
Viewed from another perspective, the report estimates that there are approximately 
80,000 housing projects in Maine each year.  The 100 complaints submitted to the 
Attorney General in 2002 represent a problem rate of approximately 1/10th of one percent 
of total projects.  Even assuming, as the report does, that not all consumers who could file 
a complaint actually did file a complaint; the likely rate of problems occurring with home 
contractor work in this state appears to be relatively low.    
 
Physical Harm:  Certain components of the building and construction industry that pose 
serious threats to public safety, including electrical installations and wiring, the 
installation of oil burning appliances and other heating equipment fueled by compressed 
gas, and the installation of boilers, pressure vessels, and elevators, have been identified as 
public safety issues and are already regulated by the State.   Technicians who install and 
maintain these units are subject to the adopted state code in that particular trade or 
occupation including the National Electrical Code (NEC), various chapters of the safety 
and installation codes of the National Fire Protection Association (NFPA), and the 
American Society of Mechanical Engineers Installation and Safety Code for Elevators 
and Vertical Lifts (ASME) and boilers and pressure vessels. 
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With respect to construction of residential dwellings, towns and municipalities have 
jurisdiction over and responsibility for the construction process and the structural 
soundness of residential structures through operation of the local building permit and 
inspection process.  The Maine Municipal Association provided information indicating 
that “approximately 73 communities having 53% of the state population have adopted 
building codes.”  “Furthermore, most of these municipalities employ professional staff 
that inspects completed construction for compliance with the building code.”   
 
The Department has received no information to demonstrate that regulation of residential 
construction currently in effect at the local or municipal level does not adequately protect 
the public from the risks of physical harm in those localities.  It appears that at least for a 
significant portion of the state and state population, appropriate regulation is in place.  
 
 
Evaluation Criterion #4:  Voluntary and past regulatory efforts.   A description of 
the voluntary efforts made by practitioners of the profession or occupation to 
protect the public through self-regulation, private certifications, membership in 
professional or occupational associations or academic credentials and a statement of 
why these efforts are inadequate to protect the public. 
 
Responses:   
 
Some trade associations representing building contractors submitted information about 
voluntary certification programs in which contractors may participate, including a 
voluntary certification program administered by the Department of Environmental 
Protection to certify contractors on erosion control practices, by the Department of 
Human Services, Division of Health Engineering which administers a voluntary 
certification program for septic system installers, by the Maine Concrete Technicians 
Certification Board to certify individuals who test qualities of concrete, by building 
material manufacturers and suppliers to train contractors in the intended use of their 
products, and by the Midcoast Builders Alliance and the Maine Home Builders and 
Remodelers Association for members relating to building and structural issues.  The 
Department is also aware that certain community colleges in Maine offer building trade 
training but has no specific information on those programs. 
 
Maine Municipal Association provided information with respect to considerable efforts 
of municipalities to regulate construction practices of the residential contractors.  It 
asserts that “More than 70 municipalities, encompassing over half of the state population, 
have adopted building codes governing the construction of residential property.  
Furthermore, most of these municipalities employ professional staff that inspects 
completed construction for compliance with the building code.”   
 
Department Assessment: 
 
The Department views voluntary state and private certification programs to be important 
ways of protecting the public.  More important, however, is the enforcement of 



 15 

construction practices of residential contractors by municipalities that have adopted 
building codes.   That is a significant factor in providing public protection at the local 
level.   
 
Evaluation Criterion #5.  Costs and benefits of regulation.  The extent to which 
regulation of the profession or occupation will increase the cost of goods or services 
provided by practitioners and the overall cost-effectiveness and economic impact of 
the proposed regulation, including the indirect costs to consumers.  
 
Responses:  
 
Some consumers asserted that the cost of regulation would be minimal when compared to 
the money that a licensing program would save consumers.   
 
Representatives of the building and construction industry believe regulation will increase 
the cost of doing business given the costs associated with a state administered licensing 
program that includes examination, licensure and continuing education that LD 1551 
would require of many of their members as well as the additional costs associated with 
bonding and insurance.  They assert that when their members’ business costs increase, 
the increase is passed on to consumers who will ultimately bear the additional cost.  
 
Maine Municipal Association focused on one component of cost associated with LD 
1551—the costs associated with the adoption and enforcement of a state-wide building 
code.  It asserts that a conservative estimate of the cost of code adoption and enforcement 
would be $3 million and questions whether the adoption and enforcement of such a code 
would reduce consumer complaints.   
 
Planning Decisions concluded that the only feasible way of analyzing the cost and benefit 
of a regulatory program is to calculate the current cost to consumers of “shoddy or 
unacceptable home construction activity” which it estimates to be roughly $24 million 
annually.  If the proposed program resulted in the elimination of $24 million in 
unacceptable construction activity, and the actual costs of administering the licensing 
program amounted to less than $24 million, there would be a net benefit that would 
justify regulation. 
 
Department Assessment:   
 
Because of the many unknown factors associated with the concept of contractor 
licensing, including the number of licensees, the number of building projects and the 
number of inspections or enforcement actions that might be required, there is no easy 
way to predict at this time what the actual cost of a licensure and enforcement program 
might be.  Of particular concern is the bill’s building permit and inspection component.  
Planning Decisions states that census information indicates that there are roughly 80,000 
residential projects in Maine each year.  LD 1551 requires three inspections to be 
performed for each project at various stages of construction.  Using the report’s estimate 
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that one inspection per project would cost $8 million, a total of $24 million would be 
necessary to pay for the cost of 240,000 inspections each year.  
 
MMA’s program cost estimate, although clearly offered as a conservative estimate in the 
absence of solid information about residential housing projects, is based on the number of 
potential licensees.  It assumes that each licensee would have one project and be 
inspected once.   
 
Although certain costs of a licensing program can be ascertained by examining the 
history of other programs that include similar components, the bill’s lack of detail and 
specificity with regard to the size of the regulated community, and the level of the 
regulating entity’s involvement in the permitting and inspection program makes any set 
of estimates speculative, at best.  
 
Another significant element of the cost of state regulation of the residential building 
industry is the level of cost passed along to the consumer as a result of anticipated 
increases in labor costs.  Planning Decisions, Inc. notes that “there is a difference of 
approximately $4.00 per hour between average hourly wages of licensed and unlicensed 
trades people.”  In the event that state regulation was established, that wage differential 
would likely be borne by consumers in the form of increased construction costs. That 
level of increased costs, estimated by Planning Decisions to be in the range of $40 
million annually4 would need to be part of the consideration in performing the “cost-
benefit analysis.”  
 
 
Evaluation Criterion #6:   Service availability under regulation.  The extent to which 
regulation of the profession or occupation would increase or decrease the 
availability of services to the public. 
 
Responses: 
 
Commenters, including some individual consumers thought that a new regulatory 
program for residential building contractors might weed out problem builders and 
considered that a benefit to the public.  Other consumers thought that regulating 
residential builders would limit their choices and that problem builders would operate 
outside the state regulatory program.    Small contractors stated their fear that they would 
be forced out of business financially because of increased costs associated with 
examination, licensure and continuing education, bonding and insurance.   
 
Department Assessment:  
 
In general, imposing licensing requirements where none exist typically results in a 
decrease in the number of service providers and in the availability of services.  A 
decrease in the availability of services in the absence of compelling documented safety 
                                                 
4 “Economic Impact Analysis of Proposed Home Contractor Regulation ,” issued by Planning Decisions, 
Inc., pg. 5. (Appendix D). 
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issues and concerns or a clearly demonstrated countervailing benefit does not result in a 
benefit to the public.   Moreover, it is unrealistic to presume that all unethical or 
unlicensed builders who do not obtain a license under the provisions of the bill would 
close their operations.   Thus, even with licensing, there will still likely be some degree of 
poor contractor workmanship which will continue to occur.  
 
 
Evaluation Criterion #7:   Existing laws and regulations.  The extent to which 
existing legal remedies are inadequate to prevent or redress the kinds of harm 
potentially resulting from non-regulation and whether regulation can be provided 
through an existing state agency or in conjunction with presently regulated 
practitioners. 
 
Responses:  
 
Some interested parties noted the existence of the Maine Home Construction Contract 
Law as being relevant to the Department’s independent assessment.  The Home 
Construction Contract statute offers consumers a civil remedy for violations of contract 
by the contractor.  It requires that contracts for home construction or repair work in 
excess of $3000 must be in writing and contain specific information including price, 
description of work, warranties and estimated completion date.  
 
Department Assessment: 
 
The Department agrees that the Home Construction Contract Act (10 MRSA ch. 219-A) 
provides consumers with the most effective civil remedy for breach of contract by a 
building contractor.  Although Maine does not currently license home contractors, the 
Department notes the existence of a number of state laws set forth below that provide 
some degree of protection for the public in the home construction field.   
 

• Home Construction Contract Act ,10 MRSA ch. 219-A  
• Unfair Trade Practices Act, 5 MRSA ch. 10   
• Mechanics Lien Law, 10 MRSA ch. 603 
• Home Repair Fraud, 17-A MRSA ch. 37 
• Registration of Transient Sellers (Door to Door Home Repair Services) 32 MRSA 

ch. 37 
• Regulation of Construction and Improvements, 30-A MRSA ch.185 
• Warranties for Sale and Installation of Solar Energy Equipment, 10 MRSA ch. 

221 
• Insulation Contractors, 10 MRSA ch.219 
• Construction Contracts, 10 MRSA ch.201-A  
• Oil and solid fuel technicians and installations, 32 MRSA ch.33 
• Plumbers and plumbing installations, 32 MRSA ch. 49 
• Electricians and electrical installations, 32 MRSA ch. 17 
• Maine Manufactured Housing Installation and Warranty Law 10 MRSA ch. 9551 
• Title 11, United State Bankruptcy Code 
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• Uniform Commercial Code/Contract Law, 11 MRSA 
 

These statutory provisions and remedies are in addition to whatever civil remedies a 
consumer may attempt to obtain in the courts through a negligence or breach of contract 
claim.   
 
Evaluation Criterion #8:   Method of regulation.  Why registration, certification, 
license to use the title, license to practice or another type of regulation is being 
proposed, why that regulatory alternative was chosen and whether the proposed 
method of regulation is appropriate. 
 
 
Responses: 
 
The Attorney General’s Office favors licensure over any other method of regulation 
because “mere registration, certification, license to use the title, or any other form of 
regulation would inadequately protect consumers.”  Licensure, it asserts, “provides the 
consumer with assurance of minimal competence and access to a licensing board that can 
hold a contractor accountable for incompetence.”   
 
Department Assessment: 
 
As noted in the discussion of regulatory options in Section I of this report, distinctions 
between registration, certification and licensure were not the focus of the consumer input  
the Department received.  The term “registration” implies that certain information about 
an identified group of individuals and entities is gathered and compiled by the state so 
that the public has some way of contacting the registrant if necessary.  Registration is 
marked by the payment of a registration fee but does not carry with it a set of standards or 
qualifications that must be met before the registration is issued.  It is the lowest level of 
regulation that can be implemented by a state.  
 
Certification is a term that connotes training or an examination process administered 
usually by a private trade or professional association.  Obtaining certification status by 
the service provider is voluntary.  The state has no enforcement or regulatory role.  
Certification is used to enhance the stature of those certified within the profession or 
occupation.   
 
Licensure is a designation used to describe the highest level of state regulation.  The state 
grants licensure to an individual who has complied with a legislatively mandated set of 
minimum educational, experiential, and training and competency standards, and has paid 
the required licensing fee.  Regulation through licensure encompasses the setting of 
eligibility standards, examination requirements, and a complaint process to resolve 
consumer complaints.  The complaint process typically involves investigation of 
complaints and a disciplinary process whereby the licensing authority imposes discipline 
in situations where the licensee has violated state law or board rule.   
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Effective licensing programs that protect the public require a clear public threat and a 
mechanism for protecting the public from that defined threat.  In most regulated 
professions the foundation for licensure is a set of nationally accepted minimum 
standards and a clearly defined scope of practice.  LD 1551 lacks both of these critical 
components of an effective licensing law.    
 
 
Evaluation Criterion #9:  Other states.  Please provide a list of other states that 
regulate the profession or occupation, the type of regulation, copies of other states' 
laws and available evidence from those states of the effect of regulation on the 
profession or occupation in terms of a before-and-after analysis. 
 
Responses:   
 
None submitted on this criterion.   
 
Department Assessment: 
 
Licensing methodology for professions and occupations in other states is generally driven 
by the political climate in existence at the time a profession is first subject to regulation.  
Information obtained by the Department indicates that as many as 31 states have 
implemented some form of regulation of building construction, ranging from registration, 
certification, to complex licensing programs with tiers of regulation of residential, 
commercial and specialty license categories.   Nineteen states do not license building 
contractors at the state level. (See Attached Appendix E)  The majority of states that do 
license contractors provide for licensing of both residential and commercial contractors.5  
 
 
Evaluation Criterion #10:   Previous efforts to regulate.  Please provide the details of 
any previous efforts in this state to implement regulation of the profession or 
occupation. 
 
Responses:  The Attorney General submitted an exhibit showing the history of legislative 
proposals to license building contractors.   
 
Department Assessment: 
 
The Department accepts the Attorney General’s exhibit (Attached as Appendix F) as 
factual.  None of the prior legislative attempts has resulted in enactment of laws which 
would regulate home building contractors.  
 
Evaluation Criterion #11:  Mandated benefits.  Please indicate whether the 
profession or occupation plans to apply for mandated benefits. 
 
                                                 
5 “Contractor’s State Licensing Information Directory,” printed by National Association of State 
Contractors Licensing Agencies, 2003 Edition. 
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Responses: 
 
This criterion is not relevant to the subject matter. 
 
 
 
 
Evaluation Criterion #12:  Minimal competence.  Please describe whether the 
proposed requirements for regulation exceed the standards of minimal competence 
and what those standards are. 
 
Responses: 
 
None were submitted on this criterion.   
 
 
Department Assessment:     
 
LD 1551 does not specify minimum standards and qualifications to be eligible for 
licensure as a residential building contractor or home improvement contractor.  The bill 
reserves for the proposed licensing board the authority to adopt rules establishing such 
license requirements.   
 
The Department asserts that the formulation of licensing standards and qualifications is a 
function of the Legislature which should not be delegated to a licensing board.  A board’s 
role is to implement the standards adopted by the Legislature.   
 
Evaluation Criterion #13:   Financial analysis.   Please describe the method 
proposed to finance the proposed regulation and financial data pertaining to 
whether the proposed regulation can be reasonably financed by current or proposed 
licensees through dedicated revenue mechanisms. 
  
Responses:  None submitted on this criterion. 
 
Department assessment:  
 
The proposal provides for a licensing program presumably funded through licensing fees 
paid by licensees.  If the proposal includes permitting and inspection components, the 
overall cost of the program will be significantly higher. If it were determined that the 
permitting and inspection fees could not reasonably be borne by licensees, other 
dedicated funding sources to cover the cost of those components would have to be 
identified.   
 
Licensing programs within the Department of Professional and Financial Regulation are 
dedicated revenue agenc ies and must be self-supporting through license fees paid by 
individual licensees. It is difficult to precisely determine the cost of establishing any new 
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licensing program.  That task is made more difficult with respect to this proposal because 
of the unknown factors such as the number of potential licensees, the number of proposed 
sub-categories of licensure and lack of certainly with regard to the elements of permitting 
and inspections.  For the purpose of this evaluation criterion, the Department has 
attempted to estimate the start-up costs and initial annual operating costs that would be 
associated with beginning a new contractor licensing program within the Office of 
Licensing and Registration.  The assumptions used for this estimate do not include the  
cost of inspection and permitting enforcement functions.  Any such requirements would 
impose significantly higher start-up and operating costs.   
 
Total projected start-up costs including the cost of examination development, licensing 
system technology, personnel and related office equipment, and initial rulemaking total 
approximately $1 million, of which about $400,000 would be one-time costs.  The 
projected on-going costs of this program would not be unlike the costs for other similar 
regulatory programs within the Office of Licensing and Registration.  These costs would 
include those associated with personnel, board member per diem and travel, technology, 
investigation and enforcement, communications, equipment, rent, legal services, and 
general operating expenses totaling between $620,000 and $700,000 annually.   
 
Typically, since no dedicated revenue is available to be used for this program, a general 
fund working capital allocation would be needed to defray program costs for the first two 
years covering start-up and operating expenses.   
 
 
 
 
 
 
Section III.   Recommendations of the Commissioner 
 
State sunrise review law requires the commissioner to engage in a two-step evaluation 
process guided by 13 evaluation criteria. First, the commissioner must evaluate the 
information provided by the applicant group in support of its proposal to regulate or 
expand regulation of a profession.  Second, the commissioner must recommend whether 
the committee should take action on a proposal.  If the commissioner’s recommendation 
supports regulation or expansion, the report must include any legislation required to 
implement that recommendation.  The recommendation must reflect the least restrictive 
method of regulation consistent with the public interest.   
 
The Department concludes that any attempt to regulate building contractors must be 
preceded by the adoption of a mandatory statewide building code.  A mandatory 
statewide building code is essential to provide the building and construction trade with 
the minimum standard against which construction trades will be measured.   
 
With respect to any profession or occupation that is being considered for regulation by 
the state, the proponents of regulation bear the burden of providing the public with a clear 
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description of the type of conduct that warrants state oversight.  This becomes even more 
important when the suggested regulation involves numerous subcategories of persons 
engaged in related but different conduct.  A clear explanation of the conduct of 
individuals and businesses proposed for regulation has not been presented in any version 
of LD 1551.  Other professional licensing in Maine and contractor licensing laws in all 
other states with contractor licensing programs specifically identify the actual conduct 
that merits the creation of a state regulatory program.  There is no question that the work 
of defining the specific conduct that is subject to regulation is difficult.  But when 
weighed against the significant cost of such a program to the State and the impact on the 
public in terms of increased construction costs and on small businesses in the form of 
new license fees, the work of defining actual conduct that triggers state oversight is 
necessary.   
 
In conclusion, the case has not been sufficiently made that the potential benefit of having 
licensed home contractors justifies the burden associated with home contractor licensing, 
in terms of both increased cost to the consumer public and the increased cost to the 
regulated community. 
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Title 5, §12015, New boards 

The State of Maine claims a copyright in its codified statutes. If you intend to republish this material, we do require that you include the following disclaimer in your 
· publication: 

All copyrights and other rights to statliJory te-a are reserved by the StaJe of Maine. The text included in this publicatiofl: is current to tne end of the First Regulnr 
Session of the I 21st I.egislnture;which er!£led June 14, 2003, but is subject to change without notice. It is a version thnr has not been officwlly certified by the Secretary 
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The Office of the Revisor of Statutes also requests that you send us one copy of any statutory publication you may produce. Our goal is not to restrict publishing 
. activity, but to keep track of who is publishing what, to identify any needless duplication and to preserve the State's copyright rights. 

PLEASE NOTE: The Revisor's Office cannot provide legal advice or interpretation of Maine law. If you 
· need such legal assistance, please contact a qualified attorney. 

§12015. New boards 

Any boards established on or after July 25, 1984 shall conform to tbe following provisions. [ RR 19 97, c. 2, § 16 
(cor).] 

1. Membership; terms; vacancies.-Each board may have no fewer than 3 members. Boards established after September 1, 2000 to 
regulate professions or occupations may have no more. than 9 members, including at least 2 public members. Law establishing the board 
must provide for appointments, terms of office, qualifications and removal of its members. In the event of the death, resignation or 
.removal of any member, the vacancy for that member's unexpired term must be filled in the. same manner as that member's original 
appointment. 

[1999, c. 687, Pt. B, §2 (arnd) .] 

2. Sunset. 

r1999, c. 668, §49 _(rp).] 

3. Sunrise review required. Any joint standing cominittee of the Legislature that considers proposed legislation to establish aboard 
to license or otherwise regulate an occupation or profession not previously regulated or to substantially expand regulation of an 
occupation or profession currently regulated shall evaluate whether the occupation or profession should be regulated or further regulated. 
For the purposes of this section, "substantially expand regulation" means to add a new regulatory category or to expand the scope of 

. practice for current practitioners. In order to evaluate this ·legislation, the joint standing committee shall, without a public hearing, briefly 
and informally review legislation referred to the committee that proposes a new qccupationai or professional board or substantial 
expansion of regulation and an applicant's answers pertaining to evaluation criteria as required by Title 32, section 60-J. Following this . 
informai review, the committee shall: 

A. Irr@.ediately hold a public nearing to accept information addressing the evaluation criteria listed in Title 32, section 60-J from any 
professional or occupational group or organization, any individual or any other interested party who is a proponent or opponent of the 
!e gislation; 

[ 19 9 5 , c . 6 8 6 , § 1 ( rpr) . l 

B. Request that the Commissioner of Professional and Financial Regulation conduct an independent assessment of the applicant's 
answers to .the evaluation criteria listed in Title 32, section 60-J and report the commissioner's findings back to the committee by a 

~~--speCific date; or · - - - ---- - ------- - ------

[ 19 9 5, c . 6 8 6, § 1 ( rpr) . ] 

C. Request that the Cor:rullissioner of Professional and Financial Regulation establish a technical committee to assess .the applicant's 
answers to the evaluation criteria listed in Title 32, section 60-J following the procedures of Title 32, chapter 1-A, subchapter II and 
report its findings to the commissioner witl1in 6 months of establishment of the committee. 

[1995, c. 686, §1 (rpr) .] 

D. 
[19 9 5 , c . 6 8 6 , § 1 ( rp) .] 

E. 

[i995, c. 686, §1 (rp) .] 

F. 
[1995, c. 686, §1 (rp) .] 
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G. 

[1995, c. 686, §1 (rp) .] 

Any recommendation by a joint standing committee to the full Legislature for the establishment or expansion of jurisdiction of an 
occupational or professional regulatory board must include a written statement describing the manner in which the assessment of answers 
to the evaluation criteria was conducted and a concise summary of the evaluation. 

[ 19 9 5 , c. 6 8 6, § 1 ( rpr) . ] 
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Title 32, §60-J, Evaluation criteria 

The State of Maine claims a copyright in its codified statutes. If you intend to republish this material, we do require that you include the following disclaimer in your 
publication: 

' . 
All copyrights and other rights to statuiory text are reserved by the State ofMaine. The te.:rl included in this publication is current to the end of the First Regular 

Session of the 121 st Legislature, which ended June 14, 2003, but is subject to change without notice. It is a version that has not been officially certified by the Secretary 
of State. Refer to the Maine Revised Stanttes Annotated and supplements for certified texl. 

The Office of the Revisor of Statutes also requests that you send us one copy of any statutory publication you may produce. Our goal is not to restrict publishing 
activity, but to keep track of who is publishing what, to identify any needless duplication and to preserve the State's copyright rights. 

PLEASE NOTE: The Revisor's Office cannot provide legal advice or· interpretation of Maine law. If you 
need such legal assistance, please contact a qualified attorney. 

§60-J. Evaluation criteria 

Pursuant to Title 5,. section 12015, subsection 3, any professional or occupational group or organization, any individual or any other 
. interested party, referred to in this section as the "applicant group," that proposes regulation of any umegulated professional or 
occupational group or substantial expansion of regulation of a regulated professional or occupational group shall submit with the proposal 
written answers and information pertaining to the evaluation criteria enumerated in this section to the appropriate committee of tht; 
Legislature. The technical committee, the Commissioner of Professional and Financial Regulation, referred to in this subchapter as the 
"coiillllissioner," and the joint standing committee, before it makes its final recommendations to the full Legislature, also shall accept 
answers and information pertaining to the evaluation criteria from any party that opposes such regulation or expansion and from any other 
interested party. All answers and information submitted must identify the applicant group, the opposing party or the interested party 
making d1e submission and the proposed regulation or expansion of regulation that is sought or opposed. The commissioner may develop 
standardized questions designed to solicit information concerning the evaluation criteria. The preauthorization evaluation criteria are: 

· [19.95 
1 

c. 686, §2 (new).] 

1. Data on group. A description of the professional or occupational group p.roposed for regulation or expansion of regulation, 
.Juding the number ofmdividuals or business entities that would be subject to regulation, fue names and addresses of associations, 

organizations and oilier groups representing the practitioners and an estimate of the number of practitioners in each group; 

[1995 1 c. 686, §2 (new).] 

. . 2~ ... Specialized skill. Whether practice of the professio:p. or ciccupatfOn proposed for regulation or expansion of reg~lation requires 
such a specialized skill that the public is not qualified to select a competent practitioner without assurances that minimum qualifications 
have been met; · 

[1995, c. 686, §2 (new).] 

3 .. Public health; safety; welfare. The nature and extent of potential harm to fue public if the profession or occupation is not 
regulated, the ~xtent to which there 'is a threat to the public's health, safety or ?,Je1fare and production of evidence of potential harm,. 
including a description of any complaipts filed with state law enfor:cernent authorities, courts, departmental agencies, other professional or 
occupational boards and professional and occupational associations fuat have been lodged against practitioners of the profession or 
occupation in this State within the past 5 years; 

_(19 9 5, c. 6 8 6 I § 2.----'(""'n""e'-"w_,_) ~· _.__]_~--~ --·----- __ _ 

4. Voluntary and past regulatory efforts. A description of the voluntary efforts made by practitioners of the profession or 
occupation to protect the public.through self-regulation, private certifications, membership in professional or occupational associations or 
academic credentials and a statement of why these efforts are inadequate to protect the public; 

[1995, c. 6861 §2 .(new).] 

5. Cost; benefit. The extent to which regulation or expansion of regulation of the profession or occupation will increase the cost of 
goods or services provided by practitioners an(i the overall cost-effectiveness and economic impact of the proposed regulation, including 
the indirect costs to consumers; · 

[1995 1 c. 686, §2 (new).] 

6. Service availability of regulation. The extent to which regulation or expansion of regulation of the profession or occupation 
·uld increase or decrease the availability of services to the public; 

LJ..995, c. 686, §2 (new).] 

7. Existing laws and regulations. The extent to which existing legal remedies are inadequate to prevent or redress the finds of harm 
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potentially resulting from nomegulation and whether regulation can be provided through an existing state agency or in conjunction with 
presently regulated practitioners; 

[1995, c. 686, §2 (new).] 

8. lYiethod of regulation. Why registration, certification, license to use the title, license to practice or another type of regulation is 
being proposed, why that regulatory alternative was chosen and whether the proposed method of regulation is appropriate; 

[ 19 9 5 , c . 6 8 6 , § 2. (new) . ] 

9. Other states. A list of other states that regulate the profession or occupation, the type of regulation, copies of other states' laws 
and available evidence from those states of the effect of regulation on the profession or occupation in terms of a before-and-after analysis; 

[1995, c. 686, §2 (new).] 

10. Previous efforts. The details of any previous efforts in this State to irrlplement regulation of the profession or occupation; 

[1995, c. 686, §2 (new).] 

11. Mandated benefits. Whether the profession or occupation plans to apply for mandated benefits; 

[1995, c. 686, §2 (new).] 
. . 

12. Minimal competence. Whether the proposed requirements for regulation exceed the standards of minimal competence and what 
.those standards are; and 

[1995, c. 686, §2 (ne"!).] 

13. Financial analysis. The method proposed to finance the proposed regulation and financial data pertaining to whether the 
proposed regulation can be reasonably financed by current or proposed licensees through dedicated-revenue mechan1sms. 

[1995, c. 686, §2 (new).] 

PL 1995, Ch. 686, §2 (NEW). 
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Title ~2, §60-K, Commissioner's independent assessment 
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PLEASE NOTE: The Revisor's Office cannot provide legal advice or interpretation of Maine law. If you 
need such legal assistance·, please contact a qualified attorney. 

§60-K. Commissioner's independent assessment 

1. Fees. Any applicant group whose regulatory prpposal has been directed to the commissioner for independent assessment shall pay 
an administrative fee determined by the commissioner, which may not exceed $500. The commissioner may waive the fee if the · 
commissioner finds it in the public's interest to do so. Such a finding by the commissioner may include, but is not limited to, 
circumstances in which the commissioner determines that: · 

A. The applicant group is an agency of the State; or 

[1995, c. 686, §2 (new).] 

B. Payment of the application fee would impose unreasonable hardship on inembers of the applicant group. 

[1995, c. 686, §2 (new).} 

[1995, c. 686, §2 (new).] 

2. Criteria. In conducting the inde;pendent assessment, the commissioner shall apply the evaluation criteria established in section 
~ , to all of the answers and information submitted to the commissioner or otherwise collected by the commissioner pursuant to section 
60-J. 

[1995, c. 686, §2 (new).] 

. 3. R~comm~ndations. The commissioner, shall prepare a final report, for the joint standing committee of the Legislature that· 
requested the evaluation, that _includes any legislation required to implement th.e commissioner's recommendation. The commissioner may 
recorrrrp.end that no legislative action· be taken on a proposal. If the commissioner finds that final answers to the evaluation criteria are 
sufficient to support some form of regulation, the commissioner shall recommend an agency to be responsible for the regulation and the 
level of regulation to be assigned to the applicant group. The recommendations of the commissioner must reflect the least restrictive 
method of regulation consistent with the public interest. 

I 
I 
! 

---~-------:--f 
[1995,· c. 686, §2 (new).] 

PL 1995, Ch. 686, §2 (NEW). 
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Be it enacted by the People of the State of Maine as follows: 

Sec.l. 5 MRSA §12004-A, sub-§20-A is enacted to read: 

20-A. Maine Home 
Contractor Licensing 
Board 

Public Members 32 MRSA §15343 
Legislative 
Per Diem 
Other Members -
No Compensation 
Authorized 

Sec. 2. 32 MRSA c.l35 is enacted to read: 

CHAPTER 135 

MAINE BCME CONTRACTOR LICENSING ACT 

18 §15341. Short title 

20 This chapter may_ be known and cited as "the Maine Home 
Contractor Licensing Act." 

22 
§15342. Definitions 

24 
l. Applicant. "Applicant" means a person who applies for a· 

26 home contractor's license or a home contractor salesperson. 

28 2. Board. "Board" means the Maine Home . Contractor 
Licensing Board as established in this chapter. 

30 
· 3. ·.Commissioner.· "Commissioner"" means the Commissioner of 

32 Professional and Financial Regulation. 

34 4. Contract. "Contro.ct" means o.n agreement between an 
owner and a home contractor or a home contractor salesperson to 

36 build o. dwelling or perform any home improvements. 

38 5. Department. "Department" means the Department of 
Professional and Financial Regulation. 

40 
6. })welling. "Dwelling" means any building that contains 

42 one or 2 dwelling units. 

44 7. Dwelling unit. "Dwelling unit" ·means a single unit 
providing complete independent living facilities for one or mo-re 

4·6 persons~ including perman~nt provisions for living, sleeping, 
eating, cooking and sanito.tion. 

48 
8. Employee. "Employee" has the same meaning as provided 

50 in Title 26, section 591, subsection 1. 
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2 9. Home contractor. "Home contractor" means a person who 
undertakes, offers to undertake or submits a bid to: 

4 
A. Build a ?welling; or 

6 
B. Perform any home improvement. 

8 

"Horne contractor" includes a person covered by paragraphs A or B 
10 who is operatina as a subcontractor for another home contractor. 

12 10. Home contractor salesJ?erson. "Home · contractor 
salesperson" means any person who negotiates or offers to 

14 negotiate a contract for home contractor services with an· owner 
or who solicits or otherwise endeavors to procure by any means 

16 whatso·ever, .directly or·· indirectly, a contract for home 
contractor ser~ices from an owner. 

18 
11. Home contractor s-ervices. "Horne contractor services" 

20 means those services, includina home improvement, performed bv a 
home contractor salesperson or a home contractor licensed under 

22 this chapter. 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

12 . Home improvement. "Home improvement" includes, but is 
not limited to: 

.A. The reuair. replacement, remodeling, r~moval, 

renovation. alteration, conversion, modernization, 
improvement, demolition, rehabilitation or sandblasting of 
or addition to anv dwellina; 

E. The construction, replacement, insfillation or 
improvement of buildings, garages, carports, porches, patios 
or decks, if their use is incidental to that of a dwelling; 

C. The remo~al, repair, replac~~ent or installation of 
roofing, siding, insulation, solar energy systems, security 
systems, doors, windows or central heating or air 
conditioning sy~te~~. 

13. Licensee. "Licensee" means a person who is issued a 
license to do business in this State as a home contractor or a 
home contractor salesperson. 

46 14. ·License numMr. "License numb,er" means a number issued 
by the board to a person who is issued a license to do business 

48 as a home contractor or a home contractor salesperson. 
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15. Lien. "Lien" means any legal claim on or security 
2 interest in real property created by consent or by operation of 

law. 
4 

16. Owner. "Owner" means any owner, lessee or any person 
6 who orders, contracts for or purchases home contractor services 

or the person entitled to enforce the performance of the work of 
8 a home contractor; 

10 17. Person. "Person" means any natural person, 
corporation, partnership or other business entity. 

12 
§15343. Board; organization 

14 

The Maine Home Contractor Licensing Board, as established in 
16 Title 5, section 12004-A, subsection 20-A, administers the 

provisions of this chapter to protect the public with respect_ to 
18 the practice of home contracting. 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

l. Board membership. The board consists of 7 members as 
follows: 

A. Two public members who are appointed by the Attorney 
General; 

B. One home contractor licensed under this chapter, having 
at least 5 years of experience as a home contractor, 
appointed by the Governor; 

c. One municipal code enforcement officer, appointed by the 
GoVernor; 

D. One engineer or ·architect, licensed under this Title, 
appointed by the Governor; 

E. One representative of the fire service in this State, 
appointed by the Governor; and 

F. · One representative of the property ·and casualty 
insurance business who is a resident of this State, 
appointed by the Governor. 

2. Terms; removal. The term of office of each member is 4 
44 years' except as provided ln this subsection and members are 

eligible for reappointment. If there is a vacancy for any cause, 
46 'fh.e appointing authority shall make an appointment immediately 

effective for the. unexpired term. Members may be removed for 
48 cause by the officials who appointed them. In order to provide 

staggered expiration dates of terms, the duration of initial 
50 terms is as follows: 
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28 

30 
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34 

36 
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40 
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46 

48 

50 

A. The fire service representative in this State for 2 
years; 

B. One public member for 3 yearsj 

c. One public member for 4 years; 

D. The insurance representative for 2 years; 

E. One horne contractor for 3 years; 

F. The municipal code enforcement officer for 4 years; and 

G. The engineer or architect for 2 years. 

3. Meetings; quorum. The board shall meet at. least once a 
year and at such other times as the bo~rd determines necessary. 
A majoritv of the members of the board constitutes a quorum for 
the transaction of business under this chapter. 

4. Election of officers. The board shall annually elect a 
chair and other officers as the board determines necessary. 

§15344. Rules 

The board may establish guidelines and rules by which this 
chapter 1s administered. Except as otherwise indicated, rules 
adopted . pursuant to this chapter are routine technical rules as 
defined in Title 5. chapter 375. s·ubchapter 2-A. The board rnav 
adQp_t_____r ul e §__!__ 

l. Professional qualifications. To be applied in 
determining ~hether professional qualifications meet the license 
qual.i.fir.ations undPr t-his Ch<'tpter: 

2. License g;ualificat.ions. Relating to the qualifications· 
of an applicant for a license authorized under this chapter that 
ensure that an applicant is sufficientl.y trustworthy and 
competent-to practice as a licensee under this chapter; 

3. Standards of practice. Consistent with the standards 
set forth in this chapter and the building code adopted in this 
chapter governing the practice of horne construction or horne 
improvement and the sales of horne contractor services in order to 
establish standards of practice th21.j:: serve the· public interest. 
These may be in addition to the rules established under this 
chapter; and 

4. Other. To enforce other rules that are necessary for 
the oerforrnance of the board's duties .under this chapter. 
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2 §l5345, Fees 

4 The Director of the Office of Licensing and Registration, 
pursuant to Title 10, section 8003, subsection 2-A., paragraph D, 

6 may establish by rule fees for purposes authorized under this 
chapter in amounts that a-re reasonable and necessary for their 

8 respective purposes, except that a fee may not exceed $350 
annually. 

lO 
§l5346. Duties; powers 

12 
The board has the following duties and powers, in addition 

14 to those otherwise set forth in this· chapter. 

16 l. Consent agreements. The board may execute a consent 
agreement that resolves a complaint or investigation without 

18 further proceedings pursuant to Title 10, section 8003, 

subsection 5, paragraph B. The consent agreement may not resolve 
20 any private rights of action created under section 15362. · 

22 2. Denial of license. The board may not refuse to issue or 
renew a license for a reason other than the failure to pay. a 

24 required fee unless the applicant has been afforded an 
opportunity for an adjudicatory hearing consistent with the 

26 board 1 s rules. 

28 3, Hearings. The board shall conduct hearings in 
accordance with Title 5, chapter 375, subchapter 4 to the extent 

30 applicable. The board after hearing may' impose disciplinary 
.sanctions pursuant to Title 10, section 8003, s,u:bsection ·5, 

32 paragraph A.-1. In addition, the board pursuant to Title 5, 
section 10004. may· revoke or suspend a ·l.icense'; 

34 
4. Investigation. The board shall investigate or cause to 

36 be investigated all complaints made to the board and all cases of 
noncompliance with or violation of this chapter. 

38 
5 .. License qualification. The board shall evaluate a 

40 person's qualifications for licensure under this chapter. 

42 §l5347. Licensing; general qualifications 

44 l. License required. A person who acts as a home 
contractor or home contractor salesperson as defined in this 

46 chapter must be licens.ed under this section. The board may grant 
the following licenses; 

48 

A. Home contractor; and 
50 

Page 5-LR1815(1) 



( 2 

4 

6 . 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

B. Horne contractor salesperson. 

2. Applications. A.nplications for horne contractor or horne 
contractor salesperson licenses must be submitted to the board ·on 
forms prescribed and furnished by the board and rnt.1st contain the 
information and be accompanied by the· attaphrnents required by 
rule of the board, together with the prescribed fee. 

3. Criminal history information. Pursuant to Title SL 
chapter 341, the applicant shall provide criminal history record 
information. 

§15348. Insuranc~ 

A licensee must have insurance covering personal injury 
arising as a result of licensed activities in an amount not less 
than $300,000 per individual and $500,000 per. occurrence and 
insurance covering property damage arising as a result of 
licensed activities in an amount not less than $50,000. The horne 
contractor shall provide satisfactory ·evidence to the board at 
tbe time of registration and annual renewal that the insurance 
required by this section has been procured and is ln effect. 

§15349. Exemptions to licensing 

A license is not required under this chapter for a person 

1. Home contractor; home contractor salesperson. A.cts as a 
home contractor or home contractor salesperson, but who does not 
receive $1,400 or more from any one owner in a calendar year; 

2. Labor; services. Performs labor or services for a horne 
contractor as an employee; 

3. Trade; profession. Holds a license for a trade or 
profession and who is acting exclusively within the scope of the 
profession for which the person is licensed; 

4. Representative. Is an authorized repre.sentative of the 
United States Government; the State or any incorporated 
municipality, county or other political subdivision of this State 
who is acting within the scope of that representative's 
authorization; 

5. Ownership interest. Performs work on a property in 
which that person has . an ownership ·interest or a lessee 
performing work on the lessee's leased property; 
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6. Certified vocational school program. Is a student 
2 enrolled in a certified vocational .school program ·in which the 

student. works under the direct supervision of a licensed home 
4 ~ontractor; 

6 7. Public utility. Is a public utility operating under the 
regulations of the Public Utili ties Commission in construction, 

8 maintenance or development. work incidental . to the public 
utility's business; or 

10 
8. Supplies; materials. Only furnishes materials, supplies 

12 or equipment without fabricating them or consuming them in the 
performance of the work of the home contractor. 

14 
§15350. License limitation 

16 
A license issued under this chapter may be issued to a 

18 person or a business entity. If the applicant is a corporation, 
partnership, limited liability company or other business entity, 

20 a qualifying natural person within the entity must be designated 
on the application and the entit.y' s license must be terminated 

22 immediately if that individual no longer holds the. qualifying 
relationship with the entity. If a corporation, the qualifying 

24 natural person must be a responsible managing officer or a 
responsible managing employee who holds a license as a home 

26 contractor under this chapter. If a partnership or other entity, 
the qualifying natural person must be a responsible general 

28 partner or a responsible managing employee who holds a license as 
a home contractor under this chapter. 

30 
§15351. Changes and circumstances 

32 
A licensee shall report a change of address or name or other 

34 material ·change in the condition or ·qualifications set forth in 
the original application no later than 30 days after the change. 

36 Upon proper notice, the board's records must be changed and a new 
license issued for the unex~ired term of the current license if 

38 appropriate. 

40 §15352. Penial o£ license 

42 The board may deny a license if an applicant: 

44 l. Fails to submit completed application. Fails to submit 
a completed application within 30 days after being notified of 

46 the materials needed to complete the apulication; 

48 2. Untrustworthy; incompetent. Fails to provide 
satisfactory proof that the auplicant is trustworthy and 
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competent to _conduct home construction or imProvement in a manner 
that safeguards the interests of the public; 

3. Suspension or r-evocation of license. Has had a 
professional or occupational license suspended or revoked for 
disciplinary reasons or an application rejected for reasons 
relating to untrustwo~thiness within 3 years prior to the date of 
application; or 

4. Conviction of crime. Is subject to disqualification 
based on the applicant's criminal record pursuant to Title 5, 
chapter 341. 

§15353. Home contractors; license 

l. Professional qualifications. An applicant for a home 
contractor license must have at least 2 years of trade experience 
or comparable educational training, as established by rules of 
the board under section 15344. 

2. Examination. An applicant must pass an examination 
aporoved and adopted by the board, which must include a test of 
proficiency in the building code under section 15358. 

3. Waiver. The board may waive the requirements of 
subsections 2 and 3 for an applicant who for at least 3 years 
has held a valid license as a home contractor issued by a 
jurisdiction outside of the State if the board determines that 
the licensing requirements of the other jurisdiction are 
substantially similar to those of this State and the board in the 
other jurisdiction certifies that the licensee · is in good 
standing. The out-of-state applicant is subject to all other 
requirements of this chapter. 

4. Financial responsibilities. An applicant must 
demonstrate proof of financial responsibility as determined by 
rule of the board. The applicant must file with the board 
information that includes, but is not limited to: 

A. A complete statement of the general nature of the 
applicant's contracting business or the applicant's duties; 

B. All outstanding judgments against the applicant ln 
actions arising out of the field of home construction or 
improvements or other construction work; 

C. Any pending litigation that the applicant is involved in 
arising out of the field of home construction, home 
improvements or other construction work; and 
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D. Any file of a petition in bankruutcy. 
2 

5.. Continuing education required. As a prerequisite to 
4 renewal of a home contractor 1 s license, applicants must complete 

continuing education requirements pursuant to rules adopted by 
6 the board. 

8 6. Rene-val. Licenses expire annually on December 31st or 
on a date the commissioner determines. The board shall issue a 

10 renewal llcense upon receipt of the written request for renewal, 
the annual fee and evidence of satisfactory completion of the 

12 continuing education requirement pursuant to subsection 5. 
Licenses may be renewed up to 90 days after expiration upon 

14 payment of a late fee in addition to the renewal fee. A person 
who submits an application for renewal more than 90 days after 

16 the license expiration date is subject to all requirements 
governing new applicants under this chapter. 

18 
§15354. Home contractor s 0 lesperson; license 

20 
l. Profession0 l qualifications. An applicant for a home 

22 contractor salesperson 1 s license must have at least 2 years of 
trade experience or comparable educational training, as 

24 established by rules of the board under section 15344. 

26 2. Examination, An applicant must pass an examination 
approved and adopted by the board, which must include· a test of 

28 proficiency in the applicable building code under section 15358. 

30 .3. Waiver. The board may walve the requirements of 
subsections 2 and 3 for an applicant who for at least 3 years has 

32 ·held a valid license as a home contr 0 ctor sal~sperson issued by a 
jurisdiction· outside of the State if the board determines .that 

34 the licensing requirements of the other jurisdiction are 
substantially similar to tho"'e of th.is .Stn.t:e and the board in the 

36 other jurisdiction certifies that the licensee lS in good 
standing. The out-of-state applicant is subject to all other 

38 requirements of this chapter. 

40 

42 

44 

46 

48 

50 

4. Financi0 l .responsibilities. An applicant must 
demonstrate proof of financial responsibility as determined by 
rule of the board. The applicant must file with the board 
information that includes, but is not limited to: 

A. A complete statement of the general nature of the 
~gplicant 1 s contracting business or the applicant 1 s duties; 

·~-.;.,,. 

B. All outstanding judgments against the applicant in 
actions arising out of the field of home construction or 
improvements or other construction work; and 
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C. Any pending litigation that the auulicant is involved in 
arising out of the field of home construction, home 
improvements or other construction work. 

5. Continuing education reguired. As a prerequisite to 
renewal of a home contractor salesperson's license, applicants 
must complete continuing education requirements pursuant to rules 
adopted by the board. 

6. Renewal. Licenses expire annually on December 31st or 
on a date the commissioner determines, The board shall issue a 
renewal license upon receipt of the written request for ·renewal, 
the annual fee and evidence of satisfactory completion of the 
continuing education requirement pursuant to subsection 5. 
Licenses may be renewed up to 90 days after expiration upon 
payment of a late fee in addition to the renewal fee. , A person 
who submits an application for renewal more than 90 days after 
the license expiration date is subject to all requirements 
governing new applicants under this chapter. 

§15355. Prohibited acts 

The following acts are prohibited and are unfair trade 
practices: 

l. Fraud. 

A. A substantial misrepresentation in the procurement of a 
home construction or home imurovement contract or any false 
promi_§...EL_ tha~.fluences, persuades or induces an owner to 
engage in ~ home consti~ction or home improvement ~ontract; 

B. Any fraud in the execution or alteration of any 
contract. ~ortaaae. promis~ory note or other nor.ument 
incident to a home improvement transaction; 

C. Presentation of oneself falsely or impersonation of a 
licensed home contractor or home contractor salesperson; 

D. Entrance into a home construction or horne improvement 
contract with the intent of: 

(1) Damaging the property of an owner; 

(2) Doing work on the property of an owner without the 
owner's prior authorization; 

(3) Misrepresenting that the horne contractor or 
another person is an employee or agent of the Federal 
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Government, the State, a political subdivision of the 
State or any other gov~rnmental aaency or e?tity; or 

(4) Misrepresenting that the supulier of . buildina 
materials or ·another person is an employee or agent of 
any uublic or private utility; 

E. Creation or confirmation of an owner's imPression that 
is false and that the home contractor or home contractor 
salesperson does not believe to be true; 

F. Promises of performance that the home contractor does 
not intend to perform or knows will not be performed; 

G. Use or employment of any deception, false pretense or 
false promise to cause an owner to enter into a home 
construction or improvement contract; and 

H. To act as a home contractor or home contractor 
salesperson under a name other than that stated on the home 
contractor or home contractor salesperson's license; 

2. Licensure. 

A. Misrepresentation of a material fact bv an applicant in 
obtaining or attempting to obtain a license; 

B. Use or attempted use of a license that has expired or 
that has been revoked; 

C. Offer to make or making any home construction or 
improvement without haying a valid license under this 

·chapter; 

D. Advertisement in any manner that a licensee is licensed 
under this chapter unless the advertisement includes. an 
accurate reference to the appropriate current license number 
consisting of and limited to a form as prescribed by rule by 
the board; or 

E. Aiding or abetting an unlicensed person to violate the 
provisions of this chapter, or knowingly combining or 
conspiring with an unlicensed person, allowing one's license 
to be used by an unlicensed person or acting as an agent, 
partner, associate or otherwise of an unlicensed person with 
intent to violate the provisions of this chapt~r; 

3. Violation of rules. 

A. Violation of any rule adopted by the board; 
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B. Violation of a requirement under this chapter; or 

C. Failure to notify the board of any change of address 
within 10 days of the change. 

4. Pajments demands; taxes. 

A. Demanding or receiving payment for home contractor 
services before the home improvement contract is signed; or 

B. Failure to pay all taxes associated with home 
contracting and home contracting sales; 

5. Negligence. 

A. Abandonment of or willful failure to perform without 
justification any home construction or home improvement 
contract or project engaged in or ·undertaken by a contractor 
or deviation from or disregard of plans or specifications 1n 
any material respect without the consent of the ownersj or 

B. Failure to perform under a home construction or home 
improvement contract. 

26 ~5356. Penalties; injunction 

28 A person who violates section 15347 is subject to the 
provisions of Title 10, section 8003-C. 

30 
§15357 e G:wun~s for disciplinary a~tion 

32 
After a hearing pursuant to section 15346, subsection 3, the 

34 board may refuse to issue or renew any license or impose 
disciplinary sanctions pursuant. to Title 10, section 8003 if the 

36 licensee is found to have committed one or more of the following: 

38 l. Criminal record. Subject to Title 5, chapter 341, any 
criminal history record information as described in Title 5, 

40 section s3ol, subsection 2; 

42 2. Conduct. An act or conduct that constitutes deceit, 
misconduct, misrepresentation, fraud, incompetence or gross 

44 negligence in acting as a home contractor or home contractor 
salesperson; 

46 
3. False statement. Procuring or attempting to procure a 

48 license under this chapter by knowingly making a false statement, 
submitting false information or making a material 

50 misrepresentation in an application filed w·i th the boardj 
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2 4.· Aiding· and abetting~ Aiding and abetting a person in 
conduct. that ·constitQtes a violation of this chapter; 

4 

5. Rule violation. Violating a rule adopted by the board 
6 or a provision of this chapter; and 

8 6. Unprofessional practice. An act or conduct that 
constitutes or demonstrates unprofessional practice. 

10 
§15358. Building code 

12 
l. Building code designated. A dwelling constructed or 

14 improved on or after the effective date of this Act must be 
constructed or improved in accordance with the International 

16 Residential Code, which is subj est to amendment under subsection 
2. The board shall adopt the 2003 edition of the International 

18 Residential Code at its first meeting. The board may adopt 
subsequent editions of the International Residential Code and 

20 designate the effective dates of such subsequent editions. When 
the board adopts a subsequent edition, it shall state clearly 

22 ·whether amendments adopted to a previous edition under subsection 
2 are applicable to the subsequent edition. 

24 
2. Amendments to building code. The board may adopt 

26 amendments ·to the Internat-ional Residential Code provided such 
amendments are more stringent than the code and upon finding that' 

28 such amendments are· in the best interests of the consQffiers in the 
State. 

30 
3. Preemption. The fire safety codes and standards adopted 

32 pursuant to Title 25, sections 2452 arid 2465, the ete-ctrical code 
adopted pursuant to section ll53~A and the plumbing code adopted 

34 pursuant to section 3403-B preempt the chapters of the 
International Residential Con<> thr~t- cover the same aspects of 

36 dwelling construction or improvement. 

38 The International Residential Code designated in this section 
also preempts provisions of municipally adopted codes that are 

40 less stringent than the provisions of the International 
Residential Code that· cover the same aspects of dwelling 

42 ·construction or improvement. 

44 4. Code enforcement. The board shall ensure that dwellings 
are constructed and improved in accordance with the building code 

46 .under this section: The board may not shift the costs associated 
with enforcing the building cod~ to municipalities. 

48 
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2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

5. Inspections. The board_may contract with municipalities 
or with qualified private building inspectors to enforce the 
building code established in this section. 

A. Contracts between the board and private inspectors or 
municipalities must include-terms that: 

(1) Prohibit conflicts of interest; 

(2) Specify the scope of work to be performed; 

( 3) Provide, at a minimum, for the inspection of the 
foundation, frame and completed structure; . 

(4) Specify terms and schedule of payment; 

(5) Designate means of resolving disputes arising 
under the contracts; and 

( 6) Allocate liability for nonperformance of 
contractual obligations. 

B. As soon as possible after each inspection of a dwelling, 
the board shall provide a written notice of approval of the. 
portion of the construction as completed or shall specify 
any deficiency or failure to comply with the applicable code. 

28 §15359. Required contract provisions 

30 A home construc'tion or home improvement contract lS not 
valid or enforceable ag0 inst an_owner unless it: 

32 
l. Compliance. Is ln compliance with Title 10, chapter 

34 219-A; 

36 2. Writing. Is in writing and legible; 

38 3. Signed. Is signed by the owner and the home contractor 
or ~ home contr 0 ctor salesperson on beholf of a home contractor; 

40 

~4'-'"'----"E"'n"'-"t""i,_,r'-e"'-.-"a~g-:J.cr"'--"e"'eme"""'=n..,_,t,_,.'---___,C"'o'-=n"-t' a ins the entire agreement between 
42 the owner arid home contractor; 

44 5. Transaction date. Contains the date of the transaction; 

46 6. Contractor data. Contains the name, street address and 
the license number of the home contractor; 

48 
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7. Start and complete dates. Contains the approximate 
starting date and completion date .of the home construction or 
home improvement project;. . 

4 

8. Licensed contractor or sales person. Is entered into 
6 with a licensed home contractor or .licensed home contractor 

salesperson; 
8 

9. Notice. Provides a notice in at least 14-point bold 
10 typeface ··that gives the toll-free. telephone number of the board 

and states: 
12 

STATE LAW REQUIRES THAT HOME CONTRACTORS AND HOME CONTRACTOR 
14 SALESPERSONS BE LICENSED BY THE MAINE HOME CONTRACTOR LICENSING 

BOARD IF THE TOTAL PRICE OF THE JOB ·IS $L 400 OR MORE, INCLUDING 
16 LABOR AND MATERIALS. 

18 LICENSED HOME CONTRACTORS AND HOME CONTRACTOR SALESPERSONS ARE 
REGULATED BY LAWS DESIGNED TO PROTECT THE PUBLIC. YOU MAY CONTACT 

20 THE BOARD TO FIND OUT ~lliETHER THE HOME CONTRACTOR OR HOME 
CONTRACTORS SALESPERSON HAS A VALID LICENSE. THE BOARD HAS 

22 COMPLETE INFORMATION ON THE HISTORY OF LICENSED CONTRACTORS, 
INCLUDING ANY SUSPENSIONS, REVOCATIONS, COMPLAINTS AND RESOLUTION 

24 OF COMPLAINTS. 

26 IF YOU HAVE A COMPLAINT AGAINST A HOME CONTRACTOR OR HOME 
CONTRACTOR SALESPERSON. YOU MAY CONTACT THE BOARD AT THE 

2 8 TOLL-FREE NUMBER . TO OBTAIN A COMPLAINT FORM AND FURTHER 
INFORMATION. YOU MUST FILE ALL COMPLAINTS WITHIN 6 YEARS OF THE 

30 DATE OF THE HOME CONSTRUCTION OR HOME IMPROVEMENT CONTRACT. 

'32 

34 

36 

10. Description of work. Includes a descr'i'ption of the 
work to be performed and the materials ·to· be used and a set of 
specifications that can not be changed without the written 
approval of the owner; 

ll. Amount due. Includes the total amount due under the 
38 contract; 

40 12.' Dolm. payment. Includes the amount of any down payment, 
which can not exceed l/3 of the total contract price; 

42 
13. Progress payments. Includes a schedule of all progress 

44 payments, if any progress payments are required, showing the 
amount of each payment and the state of completion of the work to 

46 be performed before the progress payment i.s. made; 

48 14. Release. Includes a statement that upon satisfactory 
payment being made for any portion of the work performed, the 

50 home contractor shall, prior to any further payment being made, 
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furnish to the person contracting for the home construction or 
2 imurovement a full and uncond.i tional release from any claim or 

mechanic's lien for that portion of the work being performed; 
4 

15. Copy of contract. Includes a notice in at least 
6 14-point bold typeface that the owner should ·not sign the 

contract if there are any blanks and that the owner is entitled 
8 to a copy of the contract at the time the owner signs it; 

10 16. Right of cancellation. Includes a notice of any 3-day 
right of cancellation; 

12 
17. Collateral. Includes a description of any collateral 

14 taken to secure the contract; 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

18. Permits. Informs the owner that it is the 
responsibility of the home contractor to obtain all necessary 
permits to perform the work; 

=1~9~---~S~ub~c~o=n~t=r~a~c~t~o~r~s~---~I~n~c=l~u~d~e~s--~t~h~e~~n~am~e~s~,--~l~l~·c~e~n~s~e~~n~um~bers 
and complete street addresses ( of ail subcontractors ( as defined 
in section 15342, . subsection 9, on the project i 

2 0 . Financing. Complies with all applicable state or 
federal credit laws if the contract includes financing the work 
to be performed; 

21. Recovery. Includes a statement that any holder of the 
contract is subject to all claims and· defenses that the owner 
coli.ld assert against the contractor and that recovery may not 
exceed "the total contract price; and .. ~ 

22. Contract language. Is written in both Engl·ish and 
another language if a language other than English is used in the 
neont i ;'>_t.ion or exnlanat.ion of the contract or the work to~ 

36 performed. 

38 §15360. Prohibited contract provisions 

40 The ·fallowing provisions, if included in a home construction 
or home improvement contract, are void and unenforceable: 

42 
l. Hold harmless clause. A hold harmless clause; 

44 
2. Waiver. A waiver of federal, state or local health, 

46 life safety or building code requirements; 

48 3. Judgment clause. A confession of judgment clause; 
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4. Jury trial. A waiver ef any right ·to a jury trial in 
2 any action brought by or against the owner'; 

4 5. Remedies. A clause ln which the owner relieves the home 
contractor from liability for any legal or equitable remedies 

6 that the owner may have against the home contractor under the 
contract or other instrument; 

8 

6. Arbitration clause. A mandatory arbitration clause; 
10 

7. Assignment. Any assignment of or order for payment of 
12 wages or other compensation for services; 

14 8. Payment; repossession. A provision relieving the home 
contractor from liability for acts committed by the home 

16 contractor or the home contractor's agent in the collection of· 
anv payments or in the reposses·sion of any goods; 

18 
9. Claim. A provision in which the owner agrees not to 

20 assert any claim or defense arising out of the contract; 

22 lO. Attorney's fees.. A provision that the home contractor 
may be awarded attorney's fees and costs; and 

24 

ll. Chapter provisions. A waiver of any provisions of this 
26 chapter. 

28 §l536l. Permits 

30 A county, municipal or other governmental authority may not 
-issue a~mit for a home constru~tion or home improvement to a 

3 2 home contractor untess the home contractor sh'o'ws proof of 
licensure or proof of an exemption to licensure under this 

'34 chapter. The permit must include the home contractor's license 
number or a statement of the reasons for exemption. 'T'he home 

3 6 contractor is . responsible for obtaining all required permits to 
perform any home construction or home improvement. 

38 

40 SUMIVIARY 

42 This bill creates the Maine Home Contractor Licensing Act. 
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I. Background, Approach and Summary of Findings 

Background 

The Maine Attorney General's Office has proposed legislation to regulate home 
contractors (LD 1551 Maine Home Contractor Licensing Act). One of the 
requirements of any proposed new licensing scheme is that those making the 
proposal submit information pertaining to specified "evaluation criteria" to the 
appropriate committee of the Legislature (32 M.R.S.A., Chapter 1-A, Section 
60-J). One of these "evaluation criteria" is a cost/benefit analysis of the 
proposed regulation. It requires that those making the proposal submit 
information on "the extent to which regulation or expansion of regulation of 
the profession or occupation will increase the cost of goods or services 
provided by practitioners and the overall cost-effectiveness and economic 
impact of the proposed regulation, including the indirect costs to consumers." 
The purpose of this report is to present the findings of this cost/benefit 
analysis. 

Approach 

The approach taken in this study is to answer five questions: 

1. What is the dollar value of home construction/renovation undertaken in 
Maine in recent years? 

2. What percentage of this activity is fraudulent, shoddy or otherwise of a 
nature that the regulations proposed here are intended to eliminate? 

3. What will be the costs of creating, implementing and enforcing the 
regulations proposed here, both to state and .local governments in 
creating and implementing the regulations and to those regulated in 
meeting the standards specified in the regulations? 

4. What percentage of the undesirable construction activity specified in 
item #2 will be eliminated by the proposed regulations? and 

5. How does the benefit of the proposed regulation specified in item #4 
compare to the cost specified in items #2 and #3? 
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Summary of Findings 

Extrapolations from data obtained from the Bureau of the Census indicate: 

./ that construction activity in Maine in 2001 involved over 17,000 
businesses making sales of nearly $2.7 billion and that of these 
approximately 12,000 businesses doing approximately $788 million in 
home construction/repair/renovation activity would likely fall under the 
regulations proposed in LD 1551; · 

./ that the $788 million investment in home construction and improvement 
made by Maine consumers involved nearly 80,000 projects, including the 
construction of nearly 6,000 new hom'es and the repair and improvement 
of an additional 73,000 homes. 

Anecdotal evidence from the Maine Attorney General's Office and from surveys 
conducted by AARP indicates that shoddy and fraudulent home improvement 
activity is among the most frequently reported consumer complaints. However, 
no systematic study of the overall cost of this shoddy and/or fraudulent activity 
and of its percentage of total home construction and improvement activity has 
been undertaken either at the state or national level. The only systematic source 
of information on this topic is a survey conducted by the Maine State Housing 
Authority of users of its FixMe home improvement program. This survey found 
that respondents rated approximately 3% of home improvement activity as 
"unsatisfactory." Extrapolating these results to the state as a whole indicates 
"unacceptable" home improvement activity of approximately $24 million. 

The direct costs of implementing the home-contractor licensing program currently 
envisioned by LD 1551 will consist of four separate elements: 

1. the cost to The Maine Home Contractor Licensing Board of establishing 
and administering the licensing· examination; 

2. the cost to the Board of maintaining license records and continuing 
education transcripts, of responding to complaints and enforcing any 
license violations; 

3. the cost to the Board of conducting the home inspections necessary to 
enforce the building code accompanying this proposal; and 

4. the cost to potential licensees of acquiring the knowledge and/or 
experience required to pass the licensing examination. 
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While the budgetary costs of such a program are likely to approach $10 million, 
depending on the number of who seek licenses, the real cost of the program will 
be measured in the increased prices charged by licensed tradespeople to Maine 
homeowners. 

Currently, there is a difference of approximately $4.00 per hour between the 
average hourly wages of licensed and unlicensed tradespeople. Should 
regulation lead to this level of increase in the pay of currently unlicensed home 
construction contractors and tradespeople, the cost to Maine consumers could 
approach $40 million. The actual cost will depend on the percentage of all 
affected firms that increase their prices and by what amount. 

The net benefit/cost ratio of regulation will depend on the number of people 
seeking the license, the impact of the licensing requirement on their rate of pay 
and the effectiveness of the regulation in eliminating "unacceptable" home 
construction activity. 

If the licensing program can reduce "unacceptable" activity by 60% while limiting 
the increase in costs to consumers in the form of higher pay for licensed 
contractors to approximately 7%, the program will break even. Increasing the 
effectiveness of the program by eliminating more than 60% of "unacceptable" 
activity would increase its benefit/cost ratio. Conversely, any decrease in benefit 
below 60% or increase in cpst above 7% would result in a negative benefit/cost 
ratio. 

The most important conclusion to be drawn from this analysis is not a simple 
benefit/cost ratio. Rather it is that policy makers developing the regulations 
proposed in LD 1551 should use the benefit/cost parameters presented here to 
explore various "What if ... " scenarios to further refine proposed regulations. 
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II. The Value of Home Construction in Maine 

The most detailed data on the magnitude of home construction and renovation 
activity in Maine comes from the 1997 Economic Census conducted by the U.S. 
Department of Commerce, Bureau of the Census. Table 1 shows these data. 

Table 1 
Indices of the Construction Industry, Maine, 1997 

All taxable firms Employers Non-employers 

Establish Sales Establish Sales Establish Sales 

Land subdivision & land development 279 32,736 19 8,452 260 24,284 
Residential building construction 3,364 627,147 970 488,335 2,394 138,812 

Nonresidential building construction ,,, .... ~;!.~ ... 1?.~,J§g9_ . • .?13.13 ~~ .. £1:§.13&1.?~ 155 10,504 
rt1~~·Q~~~.d~i~4.~~kh:I~; :;~:·~"~,~~··~~~··, .. :}_: ,.E5id3£q .•.. •· J~a.o;3_~!5~ i;i~L ... g!59.~1;:~~.~§J.~l2i ./;~}~g~'£B:,~;~t~~'8~1 

Highway, street, bridge, & tunnel' 159 N 57 0 102 3,185 

8~h~r he,all)' .c~nstructi?n 517 N 193 0 324 15,498 
~§ti'~'9i~G~~~~~:6jjff~Qt;~~?;~~·~;·I·S:iiiR~.2r~~·nn·~i~14~~~)-;§~~~.§~i ... , ..•. I[rZ?g;;r·:1~§J~§i~E~~·iTI1~~~E·ii.~~~§§i~~5j 

Plumbing, heating, & air-conditioning 1,438 319,653 552 277,376 886 42,277 
Painting & wall covering contractors 1 ,521 68,307 186 43,355 1 ,335 24,952 
Electrical contractors 1 ,211 248,579 391 223,144 820 25,435 
Masonry, drywall, insulation, & tile 1,074 126,618 253 99,662 821 26,956 
Carpentry&floorcontractors 5,695 N 511 0 5,184 147,804 
Roofing,siding,&sheetmetal 383 105,779 67 94,280 316 11,499 
Concrete contractors 333 7 4,876 188 69,160 145 5, 716 
Water well drilling contractors 71 N 48 0 23 1,824 
Other special trade contractors 2,421 N 525 0 1,896 71,782 

Source: U.S. Department of Commerce, Bureau of the Census 1997 Economic Census. 
http: I lwww.census.gov I epcdlwww lecon97.html 

In 1997 in Maine there were nearly 19,000 business establishments making just 
over $3.4 billion in sales. Of these, only 4,249 or 22% were employers formally 
reporting payrolL Nearly 15,000 of the businesses were sole proprietors 
reporting no employees. While these businesses constituted 78% of the 
businesses, they accounted for only 16% of total construction sales. 

Within the general category of Construction, the newly established North 
American Industrial Classification System (NAICS) has three sub-categories 
(highlighted in light gray in Table 1 above) and numerous more finely 
delineated sub-sub-categories. Not all of these businesses would be subject to 
the regulations proposed in LD 1551. Therefore the first step toward 
identifying the likely benefits of the proposal is to list the sectors to which it 
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would apply. Table 2 presents this list. It consists of Table 1 less land 
subdivision and development, non-residential construction, heavy construction 
and those specialty trades contractors explicitly excluded from LD 1551. Those 
specialty trade contractor categories that remain would not be required to be 
licensed under LD 1551, but individual contractors in these categories may 
choose to be licensed so as to be able to deal directly with homeowners. Table 
2 represents a broad first estimate of those who may be covered by LD 1551. 
This total will be reduced later based on estimates of those contractorswho 
will not seek to be licensed. 

Table 2 
Indices of Construction Businesses Covered by LD 1551, 1997 values 

All taxable firms Employers Nonemployers 
Sales Establish Sales Establish Sales 

Residential building construction 3,364 627,147 970 488,335 2,394 138,812 

~Y· .~'l.of1f()_~J9s.nti~! .e.~i}9!E!g 9g11 ~trll_s!i()D .. ~4:9 • 478,929 ggg 468,425 +aa .w,w4 
[:t4&?:ti'.c9.@ft~c)tlqr:r · " :' . . ~}. :'. '"'" ·.· .. Li?r~. · .. :68oJ-~95. ·-~~---.-~ .·~·i!H.¥1.2 ·"~··-~-~ .. ~~--.iii.%~~~ 

Highway, street, bridge, & tunnel +a9 N fH. G -+02 ~ 

~B~~~I~:i~~~g~1~if~Ji~~~~"·'.~lt1~~ir;r::ct:,··;·z1Z:~~~l~[E[?~.~:;i~t!~~ilWi,;L~:?i[{?1RH[~l§~~jl:i1~it1i:l 
Plumbing, heating, & air conditioning ~ 319,653 002 277,376 8W 42,277 

Painting & wall covering contractors +,a2+ ~ .:j.gg ~ ~ ~ 

Electrical contractors +,a++ 248,579 W+ 223,144 82G ~ 

Masonry, drywall, insulation, & tile 1,074 126,618 253 99,662 821 26,956 

Carpentry & floor contractors 5,695 354,075 511 206,271 5,184 147,804 

Roofing, siding, & sheet metal 383 105,779 67 94,280 316 11,499 

Concreto contractors ~ +4-,&?e .+gg e9,1-W +4B ~ 
'.'Vater well drilling contractors +-+ N 48 G ~ -1,&24 

Other special trade contractors 2,42-1- N ~ G +,gW 7+,782 
Source: U.S. Department of Commerce, Bureau of the Census 1997 Economic Census. 
http:/ /www.census.gov/epcd/www/econ97.html Figures .in italics (sales for carpentry & floor 
contractor employers) were estimated by applying the average sales per establishment for all 
specialty contractors to the number of establishments whose sales were not disclosed and then 
forcing these first estimates to equal the difference between the sum of those sales figures 
that were reported and the total. 

Table 2 indicates that over 10,000 businesses doing over $1.2 billion in sales in 
1997 would have been or might choose to be covered by LD 1551. Of these, 
approximately 1,800 (17%) were employers reporting covered employees and 
over 8, 700 were sole proprietors. 
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The next step in estimating the benefits of LD 1551 is to project these figures 
forward using more current data. Table 3 presents these data. 

Table 3 
Indices of Construction Businesses Covered by LD 1551, 2001 values (est.) 

All taxable firms Em lo ers Non-em lo ers 
Establish Sales Establish Sales Establish Sales 

ments $1,000 ments $1 ,000 ments $1 ,000 
<12,071 

Residential building construction 4,454 1,054,75 1,216 3,238 225,492 

Masonry, drywall, insulation, & tile 1,290 187,260 287 1,003 45,122 

Carpentry & floor contractors 5,790 384,713 490 178, 189 5,3_00 206,524 
Roofin , sidin , & sheet metal 536 165,681 135 142,888 401 22,793 
Source: U.S. Department of Commerce, Bureau of the Census 1997 Economic Census, County 
Business Patterns, 2001, Maine, Construction and Non-Employment Data, 2000. 
http: I lwww. census. gov I epcd lwww I econ97. htm l 
*Number of establishments is as reported in County Business Patterns, 2001. Sales are 
estimated by applying the sales to payroll ratio taken from the 1997 census figures to the 2001 
payroll figures . 

. **The most recent published data for non-employers is for 2000. Data for 2001 are estimated 
by applying the average annual growth rates from 1997 to 2000 for each sector to the 2000 
data. 

Table 3 provides the best estimate possible from official sources of the value of 
home improvement related construction activity in Maine. It indicates that 
approximately 12,000 firms doing nearly $1.8 billion in sales could fall under 
the purview of LD 1551. 

While all of the firms listed here could, by the nature of the work they do, fall 
under the regulations proposed in LD 1551, not all of their sales would. First, 
to the extent that specialty contractors bill a general contractor who in turn 
bills the homeowner, counting both sales would constitute double counting. In 
such instances, only the general contractor would be required to hold a license 
under LD 1551, and only his/her SCl.les would be counted toward the state total. 
Only those specialty contractors dealing directly with homeowners would have 
to be licensed under LD 1551, and only their sales would be counted in the 
state total of home construction sales. 

In addition, much of the work of specialty contractors is done for commercial 
and government customers and thus is not home improvement activity as 
defined in LD 1551. For both of these reasons, the sales listed in Table 3, while 
as accurate a picture of the individual businesses as can be derived, do not 
accurately reflect the value of home improvement actually completed. To 
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estimate this figure, it is again necessary to extrapolate from U.S; Census 
figures. 

The Census report Characteristics of New Housing estimates the value of new, 
single family, owner occupied homes (excluding the cost of land) constructed in 
1997 at $165 billion. A separate Census report, Expenditure for Residential 
Improvement and Repair estimates the value of improvements and repairs done 
to single family, owner occupied homes at $94 billion. 1 Adding these figures 
indicates that new construction and repair and improvement of single family 
homes in the U.S. as a whole in 1997 amounted to $258 billion. This accounts 
for 44% of the total national construction sales reported by the industries listed 
in Tables 1 and 2 above. 

Applying this percentage to the estimated Maine total construction sales of 
$2,682,415,000· yields an estimated level of home construction and 
improvement in Maine in 2001 of approximately $1,180,000,000. Table 4 
below estimates the division of this total between new construction and 
improvement! renovation. 

Table 4 
Estimated Volume of Home Construction Activity, Maine, 2001 

Row Item Value 
1 New Canst. & Repair/Improvement ($1 ,000) $1,180,000 
2 Total Housing Units, July 1, 2001 659,221 
3 Estimated One and Two Unit Dwellings 496,267 
4 New Housing Units (July 2000 to July 2001) 5,812 
5 Percent One and Two Units 80.0% 
6 Number One and Two Units 4,650 
7 Avg. Construction Cost per Unit $175,000 
8 Total Cost of New One and Two Units ($1 ,000) $813,680 
9 Total Cost of Repair and Improvement ($1 ,000) $366,320 

10 Est. Avg. Cost of Repair/Improvement ($1 ,000) $5,000 
11 Est. Number of Repair/Improvement Proj's 73,264 
12 As %of All One and Two Unit Dwellings 14.8% 

Sources: U.S. Census Bureau Housing Units Estimates 
http: I leire.census.govlpopest/datalhouseholdiHU-EST2002-01.php and other sources listed in 
footnote 1. 

1 U.S Bureau of the Census Characteristics of New Housing, 1997, Current Construction Reports 
C25197-A and Expenditures for Residential Improvements and Repairs· 
http: I lwww.census.gov I constlwwwl c50index.html 
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Row one starts with the total estimated single family, owner occupied new 
residential construction and repair /improvement total. Rows 2 through 6 
present e.stimates of total housing units and one/two unit dwellings, both total 
number of units and new units constructed over the 2000/01" period. Row 7 
presents an estimated construction cost for a new unit.· Multiplying this figure 
by the 4,650 new units yields a total new construction value of $813,680,000 
presented in row 8. Subtracting this amount from the total in row 1, yields an 
estimated improvement/repair total of $366,320,000. Assuming an average of 
$5,000 per improvement/repair project indicates that a total of 73,264 were 
undertaken in Maine in 2001, the equivalent to about one in seven single family 
one or two dwelling units. 

To summarize, the home construction industry in Maine: 

../ Includes over 17,000 businesses making sales of nearly $2.7 billion; 

../ Encompasses home construction and improvement investments of 
approximately $1.2 billion; and 

../ Involves nearly 80,000 projects, including the construction of nearly 6,000 
new homes and the repair and improvement of an additional 73,000 
homes.2 

../ Approximately 12,000 of these businesses, making home construction and 
repair sales of approximately $788 million could fall under the purview of 
LD1551.3 

2 
Some contractors have said that "official" data don't account for all construction activity, 

especially all of the shoddy and fraudulent activity, because they do not measure the "under 
the table" transactions that are not reported but that undoubtedly occur in the home 
construction business. This is undoubtedly true, but any estimate of such activity would be 
pure speculation. 
3 

This assumes that the national average of 44% of construction sales are home construction/repair. 
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Ill. The Cost of Unacceptable Home Construction in Maine 

The purpose of LD 1551 is to establish a licensing procedure to "ensure that an 
applicant is sufficiently competent to practice" home improvement. (§15344. 
Rules, 1. License qualifications). 

Home improvement, in turn, is defined to mean (§15342. Definitions, 11. 
Home Improvement) 

"A. The construction, replacement, installation or improvement of additions 
of livable space, garages, carports, porches or decks, if they are used in 
conjunction with a dwelling; or 

B. The removal, repair, replacement or installation of framing, roofing, siding, 
insulation, windows or chimneys. 

Home improvement does not include redecorating or other cosmetic work." 

The next step in determining the benefits of LD 1551 is to calculate the cost of 
shoddy, fraudulent or otherwise unacceptable home construction activity in 
Maine. The question this section of the report seeks to answer is, "What 
percentage of the estimated $788 million sales of the home 
construction/renovation businesses that could be regulated by LD 1551 is, as a 
matter of public policy, unacceptable and should, through the regulations 
proposed in this bill, be eliminated?" 

There is no definitive source of data on shoddy or unacceptable home 
improvement work. The Attorney General's office gathers data from those 
homeowners who are sufficiently dissatisfied with a contractor to file a 
complaint. Table 5 lists a summary of these responses relating to activities 
that would be covered by LD 1551.4 

4 
See Appendix for a listing of all complaints. 
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Table 5. 
Home Construction Complaints Filed with Maine Attorney General 
Item 2002 2001 2000 

number of complaints 100 136 69 
number with dollar value 76 91 43 
total dollar value $1,301,378 $735,859 $527,986 
average value $17,123 $8,086 $12,279 
median value $3,500 $1,600 $890 
adjusted total dollar value $1,421,378 $807,859 $550,236 
Source: Maine Attorney General's Office; adjusted total value is the total using 
median value for all those complaints that listed no value. 

The complaints ranged from contractors who never showed up as promised to 
leaks to defective or inferior work to incomplete or unsatisfactory work. In. 
2002, 100 such complaints were lodged, down from 136 in 2001. Of the 100 
complaints filed, 76 listed a dollar value, most commonly the value of the 
contracted work but in some cases the cost of the alleged damage. The total 
value of this disputed work was over $1.3 million. Using the median value of 
$3,500 per complaint as a proxy value for those complaints that did not include 
a cost yields an estimated total value of disputed work at over $1.4 million, up 
from approximately $0.8 million in 2001 and $0.5 million in 2000. 

If the $1.5 million identified by the Attorney General's Office constituted all of 
the "unacceptable" home improvement activity in Maine, itwould be a very 
small portion of the State's estimated total home improvement activity of $788 
million, approximately two tenths of one percent. 

Using the figure of 100 complaints as a representative average for the three 
year period yields a similarly small percentage of "problem" activity. A total 
of 100 complaints from an estimated 80,000 projects indicates a "problem" 
rate of approximately one tenth of one percent. 

For a number of reasons, however, these data are certainly an underestimate 
of the actual "unacceptable" home improvement activity in Maine. First, the 
call to the Attorney General's Office is a toll call for anyone outside the 
Augusta area. Second, because of the limited number of mediators available, 
the line for registering complaints is open only three hours per day. Thus, the 
complaints received come only from the most determined of victims. 

Other experiences in the area of consumer protection further support the 
conclusion that complaints received in the Attorney General's Office are but a 
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small percentage of the actual problem. In one example, the Attorney 
General's Office received 100 complaints about a telemarketing scam. Calling 
the Better Business Bureau, the Office discovered that there had been 400 
complaints lodged with that agency. 

In another instance, the Attorney General's Office investigated a fraudulent 
sweepstakes scam. While no complaints had been made to their Office, the 
completed investigation revealed that 3,200 Maine residents had been 
victimized. 

In short, the actual incidence of "unacceptable" home improvement activity is 
certainly far greater than the extremely small percentages represented by 
complaints lodged with the Attorney General's Office. 

Another source of information on the level of unacceptable home improvement 
activity in Maine is from a survey conducted by the Maine State Housing 
Authority (MSHA). MSHA, through its FIX-ME program, provided funds to 
Community Action Programs (CAP's) to help low a'nd moderate income families 
undertake home improvements. In the summer and early fall of 1997, MSHA 
surveyed 120 families from a list of 1,000 projects. One of the survey 
questions asked respondents to rate the overall quality of the work done to 
their homes. Results showed that 77% gave contractors a rating of 5-very 
satisfied-and 3% gave a rating of 1-not satisfied. 5 

While such a survey cannot be treated as representative of the state as a 
whole, it does represent the best such information available. Because the 

· MSHA avoids any appearance of favoring any particular builder, program 
recipients were free to choose any contractor they could get. To the extent 
that this sample, being from the universe of low-income homeowners, would be 
less able to afford the "best" contractors, this complaint rate may be high. On 
the other hand, as consumers who may be grateful for receiving a favored loan, 
this sample may have been less likely to complain than the population at large. 
In short, there is no a priori reason to treat this sample as an under or a.s an 
over-estimate of the actual rate of "unacceptable" home construction activity 
in Maine. 

Applying this satisfaction rate to the $788 million home improvement activity 
that could be covered by LD 1551 yields a total of $24 million in 
"unsatisfactory" home improvements performed in Maine each year. A three 

5 Maine State Housing Authority, Planning and Government Affairs What Our Customers Think 
About the FIX ME Program, April, 1998, p. 11. 
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percent problem rate would also mean that there were 2,400 incidences of 
"unacceptable" home improvements throughout an average year over the 
recent past. Multiplying this number by the average cost of complaints lodged 
with the Attorney General's Office in 2002 indicates a value of nearly $41 
million in "unsatisfactory" home improvement in Maine. Multiplying by the 
median value of $3,500 per complaint yields a total figure of approximately 
$8.4 million. 

Clearly using complaints to the Attorney General's Office as a proxy for total 
"unacceptable" home improvements in Maine would result in an undercount. 
Not everyone hurt by shoddy home improvement files a complaint. Since 
conducting an independent survey of home improvement experience is beyond 
the scope of this report, the MSHA survey represents the best estimate for the 
purposes of cost benefit analysis. But the total cost of "unacceptable" home 
improvement activity remains difficult to specify, probably falling between $10 
million and $40 million in recent years. 
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IV. The Cost of Home Contractor Regulation in Maine 

As noted above, the purpose of LD1551 is to "ensure that an applicant is 
sufficiently competent to practice" home improvement. The cost of the bill 
will depend on what the state proposes to do to determine and enforce 
"sufficiently competent." As these regulations are not yet specified, the best 
way to estimate costs is to look to other regulatory programs. The most 
appropriate comparisons for home improvement are the regulations 
surrounding the licensing of plumbers and electricians. 

In general, there are two types of professional regulation. Th~ first sets and 
enforces standards for practitioners in a field. The second sets and enforces 
standards for the work product of practitioners. In the first instance, an 
expert panel defines the knowledge deemed necessary to allow someone to 
practice in the field and establishes the testing procedure by which an 
applicant can demonstrate possession of that knowledge. The Electricians' 
Examining Board, for example, defines the required knowledge and skills and 
approves the test by which applicants may become licensed electricians. 

In the second instance, the expert panel, or some other body, defines work 
standards and approves projects regardless of the license status of the person 
doing the work. In the example of electrici,ans, the State or a Town enacts an 
electrical code and sends inspectors to evaluate all electrical work. If the 
work meets the code, it is approved; if it does not, it must be redone. In 
short, for electricians, plumbers and oil burner technicians, regulation means 
that practitioners must be licensed and work must meet a code. 

LD1551 envisions a similar regulatory structure for home improvement 
contractors. It calls for the creation of The Maine Home Contractor Licensing 
Board (§15343) and adoption of the International Residential Code (§15355). 
The Board is charged with establishing and enforcing licensing standards 
including: 

./ requirements for passage of an examination approved and adopted 
by the board, which must include a test of proficiency in the 
International Residential Code; 

./ requirements for completed hours of trade experience or 
comparable educational training, or a combination of trade 
experience and educational training; 
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../ requirements for demonstration of familiarity with the Home 
Construction Contracts Act (MRSA Title 10, chapter 219-A); and 

../ requirements for continuing education to be completed by an 
applicant as a prerequisite to renewal of a home contractor's 
license. 

In addition, the Board "shall ensure that dwellings are constructed and 
improved in accordance with the [International Residential] building code .... " 
(§15355, # 4). 

Therefore the cost of the regulation proposed here will consist of four separate 
elements: 

5. the cost to The Maine Home Contractor Licensing Board of establishing 
and administering the licensing examination; 

6. the cost to the Board of maintaining license records and continuing 
education transcripts, of responding to complaints and enforcing any 
license violations; 

7. the cost to the Board of conducting the home inspections necessary to 
enforce the building code; and 

8. the cost to the applicant of acquiring the knowledge and/ or experience 
required to pass the licensing examination. 

The first cost consists primarily of the time a licensing board must spend 
evaluating the tests it might require. Many states require home contractor 
licenses, and many companies offer tests designed to measure "sufficient 
competence." In fact, the National Association of Home Contractors' Licensing 
Agencies (NASCLA) is currently in the process of preparing a national 
competency exam in hopes of establishing a common educational base and 
easing multi-state licensing. 6 

· 

- Once it is established, the first job of The Maine Home Contractor Licensing 
Board will be to decide what standards it wishes to establish, whether it wishes 
to contract with a testing company to administer an established test and 
whether it wishes to add a Maine-specific portion to that test. The one-time 
cost of evaluating existing tests and testing companies and developing a Maine­
specific test could vary widely. As this would be the first task of a newly 

6 See http:/ /www.nascla.org/nccep/index.htm 
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established Board, it is likely to run between $75,000 and $100,000. Once the 
test is selected, it would be most efficient to contract it out to a testing 
company as is now done with the electrical and plumbing tests. The fee for 
administration and grading would depend on the complexity of the test, and 
the total cost would depend on the number of people taking the test. 

If each of the 12,000 establishments listed in Table 3 above (p. 8) sent one 
applicant and the cost per applicant was $100, the total cost of testing would 
be $1.2 million. This would be reduced to the extent that the Board allowed 
some to qualify on the basis of years of demonstrated experience and to the 
extent that some home contractors chose not to obtain a license and to work 
only for a licensed contractor. Whatever the ultimate number of applicants 
seeking to take the test, this cost would certainly be paid by the applicant and 
passed on to consumers as an increased cost of doing business. 

The ongoing cost of a licensing program is the maintenance of records. This is 
likely to include contact information for licensees, test scores and continuing 
education activities as well as complaints and any other information 
maintained on licensees. These costs will require program staff and will be 
included in the enforcement costs discussed below. 

Enforcement costs vary with the number of licensees covered and the degree of 
monitoring provided. Table 6 illustrates some of these costs as they exist in 
Maine today. 

Table 6 
Indices of Building Trade Regulation in Maine 

Oil & Solid Fuel 
Trade Electricians Plumbers Technicians 

number of licensees 10,156 4,256 4,700 

state regulatory staff 5 9 3 

state budget (FY 2003) $736,317 $819, 932* $452,739 
40,000 plumbing 

permits issued 3,000 and 10,000 septic 
Notes Permits are only 

for municipalities Permits are issued 
without electrical by local plumbing 

·inspectors. inspectors. 
Sources: phone conversatwns w1th Anne Head, D1rector, Office of L1censmg and Registration, 
Maine Department of Professional and Financial Regulation and Russell Martin, Program 
Director, Wastewater & Plumbing Control Program, Bureau of Health Engineering, Department 
of Human Services, August, September and November 2003. 
*Includes cost of two positions in the Department of Professional and Financial Regulation and 
ari estimate of the share of cost of the Bureau of Health Engineering. 
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In the case of Electricians, the state licensing boards oversee the examinations, 
maintain licensing records and provide field inspectors to approve work in 
localities without their own codes and to respond to complaints. In the case of 
plumbers, regulation is divided between the Department of Professional and 
Financial Regulation which oversees the examination and maintains two field 
inspectors and the Bureau of Health Engineering which maintains copies of all 
plumbing and subsurface waste water permits issued statewide, licenses site 
evaluators for subsurface waste water disposal systems and conducts site 
inspections to assist site evaluators, local officials, and property owners. 

Based on the experiences of these agencies and their current budgets, it is 
reasonable to assume that the cost of each field inspector, including salary and 
benefits, transportation, cell phone, clerical support, information management 
equipment and office supplies will be approximately $125,000. Based on 
current staffing levels, it seems reasonable to assume one field inspector for 
every 1,000 licensees. Based on what .program directors feel is a staffing level 
more suitable for providing adequate coverage, one field inspector for every 
300 to 400 licensees is called for. 

Assuming that LD1551 will require licensing 12,000 home improvement 
contractors who undertake ~pproximately 80,000 projects annually implies a 
need for between 12 and 34 field inspectors and a budget expenditure of 
between $1.5 million and $4.5 million. On a per project basis, this amounts to 
a cost of between $20 and $60. To the extent that fewer than 12,000 home 
contractors seek licenses, these costs will be reduced. 

The third cost to be incurred by the Board is that of' enforcing the 
proposed new statewide building code. LD 1551 says that uthe board may 
contract with municipalities or with qualified private building inspectors 
to enforce the building code established in this section" (§15355, # 5) and 
that "the board may not shift the costs associated with enforcing the 
building code to municipalities" (§15355, # 4). LD 1551 says that uas soon 
as possible after each inspection of a dwelling, the board shall provide a 
written notice of approval of the portion of the construction as completed 
or shall specify any deficiency or failure to comply with the applicable 
code" (§15355, # 5B). 7 The Board will, therefore, incur costs for 
conducting inspections, maintaining inspection records, mailing notices 
and managing appeals. Assuming 80,000 projects, assuming half require 

7 LD 1551 calls for inspections that "provide, at a minimum, for the inspection of the 
foundation, frame and completed structure." (§15355 5,A,3) 
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two visits and that each visit requires two hours including time for travel, 
notification write-up and administrative overhead at a cost of $50 per 
hour yields a total cost of $12 million. 

The final cost of regulation is that born by the applicant in acquiring the 
experience, knowledge and skills required to pass the licensing exam. Clearly, 
this cost will depend on the difficulty of the test, but conversations with 
several home improvement contractors indicate that "sufficient competence" 
should be the equivalent of a two-year apprentice program with a master 
builder. 

One way of attempting to measure this cost would be to compare such an 
"apprenticeship program" to a standard two-year college degree and multiply 
the cost of such an education by the estimated number of applicants for the 
home-builder license. Such an attempt, however, would involve such 
difficulties as estimating the number of likely applicants and evaluating the 
cost of their time in learning compared to the value of their work contribution 
to the sales of the company offering the apprenticeship. 

In the end, the cost of all these components of a licensing program will be 
passed on to the home improvement consumer in the form of higher prices and 
or reduced supply of contractors. A better way of estimating the total cost of 
the licensing program, therefore, is to estimate its cost in the market. 
Ultimately, the cost of home improvement regulation depends on the answers 
to two questions: 

1. How many unlicensed tradespeople will seek licenses? and 

2. How much more will they charge for their services as a result of their 
licensing expenses and the limitations on supply of home contractors 
that licensing produces? 

Table 7 offers some instructive first impressions. 
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Table 7 
Indices of Hourly Wage by Construction Trade, 2001 

Entry 
SOC Occupational Title Level Average Median Experienced 

i' 4Ioooo ···Al!C:C>IJ~~ructi()ft.9S~!tEe1J9ns· ~iLi;:ii Yt;,~~f.~~~~L$;t~;jcl: ~· .i~j~.·~§_ . .:?·~ih~Q~§.s?~l 

472081 Drywall and Ceiling Tile Installers 

472130 Insulation Workers 

472031 Carpenters 

472051 Cement Masons, Concrete Finishers 

472181 Roofers 

$13.46 $17.74 $17.36 $19.89 

~13.07 $16.71 $16.65 $18.54 

. • s,$:j·~~z1·~ ; ~,1·-frt3) : ~$;i·7~·~.Li~;; t:7$1R.~2; 
$9.58 $14.09 $14.58 $16.34 

$9.47 $14.01 

$9.51 $13.56 

$15.10 

$12.66 

$16.28 

$15.58 

$10.65 $12.83 $12.75 $13.92 

~ ~ ill.JQ $12.93 

'.: .·§~/16: ; ST~1~t'l ·.~ 1$~~~.~4~··~ :.~ c·.i(~~~>::g,a1 
avg licensed- avg unlicensed $3.56 $3.98 $3.77 $4.21 

Source: Maine Department of Labor 2001 Annual Covered Employment and Wages (ES-202) 

For all construction occupations, the average hourly wage in 2001 was $14.44; 
for the licensed trades (plumbers and electricians) it was $17.23 and for a 
selection of unlicensed trades most closely associated with home improvement 
it was $13.24. The difference between the licensed and unlicensed trades 
amounted to approximately $4.00 per hour, a difference of approximately 30%. 
This difference was slightly less for entry-level positions and slightly more for 
experienced tradespeople. The likely result of home contractor licensing is 
that a similar, though perhaps not as great, differential would develop 
between licensed home contractors and unlicensed construction workers. 

Table 3 in Section 2 above lists 2,128 businesses in the various home 
construction trades that had employees and another 9,943 sole proprietors. If 
all of the covered businesses sought to have at least one person be a licensed 
home contractor and half of the sole proprietors sought licenses, the total 
number of licensees would exceed 7,000. 

According to Bureau of the Census employment data, the average size of a 
covered establishment in the construction industry in Maine in 2001 was 6 
employees. 8 Paying one of six employees 25% more represents a 4% increase 
for the entire crew. A 4% increase for the total payroll reported by the 2,100 
covered employers amounts to approximately $10 million. 

8 
Bureau of the Census County Business Patterns 

http://censtats.census.gov/cgi-
bin/cbpnaic/cbpdetl.pl 
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Assuming that earnings amount to the same share of sales for the 9, 900 sole 
proprietors likely to be covered by LD 1551 as covered wages do for the 2,100 
employers implies a payroll equivalent for home improvement sole proprietors 
of approximately $100 million. Assuming one half of these proprietors gave 
themselves a 25% pay increase, results in an additional $12.5 million in cost to 
the home improvement customer. 

Finally, it is important to acknowledge two likely indirect and opposite effects 
of home contractor licensing. First, restricting the supply of "legal" home 
contractors in the face of growing demand will result in more "illegal" or 
"under-the-table" activity. Partly as a result of the survey noted above, the 
Maine State Housing Authority has initiated a pre-qualification requirement for 
a revised version of its FIX ME home improvement loan program. 9 To date only 
60 contractors have been qualified, and MSHA is actively seeking more. 
Officials administering this program feel that there is "a huge need for 
qualified home improvement contractors. " 10 The strong market for new 
housing and high-end renovation in regions where property values have been 
booming have led many qualified contractors away from repair and into new 
construction activity. The combination of these market conditions in the 
housing market and the declining condition of manufacturing means that 
requiring licensed contractors for occupancy permits stateWide will have the 
effect of driving more home improvement activity "underground;" 

The second, and opposite, effect of these changes is the pressure to increase 
the supply of qualified home improvement contractors. MSHA is currently 
working with the state's Community College System to develop a Home Repair 
Center to offer intensive, on-site training in home improvement for the 
unemployed and those seeking career changes. Including progress toward a 
formal license and its promise of higher earnings will only enhance such efforts 
to attract competent, responsible people to the field of home improvement 
contracting. 

To summarize: 

../ the one time cost of establishing a home contractor licensing test is 
likely to be about $100,000. Assuming that 7,000 home contractors 
seek licenses, that one half are allowed to substitute experience for 

9 Requirements are minimal, including demonstration of commercial liability, workers 
compensation and vehicle insurance as well as presentation of a work history. 
10 Phone conversation with Peter Wintle of MSHA 11/12/03. 
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taking the test and that the administrative cost of the test is $100 per 
applicant, the initial cost of testing would be $350,000. Annual costs in 
future years would be greatly reduced as only new entrants to the field 
would seek licensing . 

./ the ongoing cost of maintaining licensee records and providing field 
inspectors to spot check on compliance and complaints is likely to be 
about$ 1. 75 million. This is based on the assumption that there will be 
approximately 7,000 licensees, that there should be a field inspector for 
every 500 licensees and that the annual cost of a field .inspector is 
approximately $125,000 . 

./ the ongoing cost of code enforcement is likely to be about $12 million. 
This is based on the assumption that there will be approximately 120,000 
visits at two hours per visit including time for travel, notification write­
up and administrative overhead at a cost of $50 per hour . 

./ the total cost of home contractor licensing is best estimated by 
calculating its likely effects on the wages of home contractor workers 
and thus on the cost to home improvement consumers. Assuming that 
one worker from each of the approximately 2,100 covered employers in 
the home contracting business seeks licensing and that one half of the 
approximately 10,000 sole proprietors in the home contracting business 
seek licensing and that possession of a license leads over time to a 25% 
increase in wages for licensees implies a total cost to Maine home 
improvement customers of approximately $23 million . 

./ In the short run, home contractor licensing will have the effect of 
reducing the supply of contractors and thus both driving up the cost of 
licensed work and increasing the occurrence of unlicensed, "under-the­
table" work; in the long run, however, the combination of formal · 
licensing, higher earnings and more widely available training programs 
will offset the short run costs by increasing the supply of qualified 
contractors. 
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V. Summary: The Benefit-Cost Comparison 

The benefits of home contractor regulation are twofold: first a reduction or 
elimination of shoddy or unacceptable home construction activity; and second 
an overall increase in the quality of all home construction activity due to the 
increased competence of home contractors. As the latter element would be 
virtually impossible to measure, estimates of the benefits focus on the former. 
As noted in section Ill above, there is little hard evidence of the extent of 
"unacceptable" home improvement activity, either in Maine or in the nation as 
a whole. One survey conducted by the Maine State Housing Authority indicates 
that 3% of home repair activities were rated as "unsatisfactory." Applying this 
rate to that portion of Maine's estimated total 2001 home improvement 
expenditures that would be covered by LD 1551, $788 million, indicates a total 
of $24 million "unacceptable" home improvement activity in Maine. 

To the extent that this "unacceptable" activity represents cost to Maine 
consumers and that home contractor licensing eliminates this cost, then the 
benefit of such regulation can be estimated as $24 million. To the extent that 
actual losses exceed the expenditures on "unacceptable" construction activity, 
the benefits would be even greater. If, to/ take the extreme case, "making 
right" the $24 million of "unacceptable" construction required tearing it all out 
and replacing it, the full cost of "unacceptable" activity would be at least $48 
million. Thus, the benefit of eliminating this "unacceptable" activity would be 
$48 million. 

As noted in section IV above, the costs of regulation include the costs of 
testing, the costs of enforcement and the costs of acquiring skills. In a 
practical sense, however, these costs will ultimately be reflected in the costs 
licensed home contractors will charge to Maine consumers. Based on the 
existing wage differential between licensed and unlicensed construction 
tradespeople and assumptions about the number of home contractors likely to 
seek licensing, the cost of regulation is estimated to be approximately $23 
million. 

The simple conclusion of this analysis is thus that, if regulation eliminates all 
"unacceptable" activity and the assumptions about the effects on licensing 
hold true, the direct benefits ($24 million of avoided "unacceptable" activity) 
will just exceed the costs ($23 million of higher prices for construction 
activity). To the extent that indirect costs-tear out and replacement costs­
are avoided, the benefits exceed the costs by a greater margin. To the extent 
that regulation, by effectively diminishing the supply of "legal" contractors, 
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increases "under-the-table" home improvement activity and to the extent that 
such activity is more likely to have "unacceptable" results, the costs may, in 
fact, exceed the benefits. 

However, such a simple conclusion is not the most important result of this 
analysis. The most important result, rather, is the framework it creates for 
analyzing the assumptions about costs and benefits. This framework allows 
pol icy makers to conduct a sensitivity analysis to see how the benefit/ cost ratio 
reacts to changing the underlying assumptions. It allows them to ask "What 
if?" questions and examine the results of changing assumptions and conditions. 

The key elements of this framework for estimating benefits are the percentage 
of home construction activity in Maine that is "unacceptable," the ratio of 
total costs (true damages and the cost to remedy them) to "unacceptable" 
activity and the percentage of "unacceptable" activity that regulation will 
eliminate. Table 8 illustrates these elements with two exampl~s. 

Table 8 
Elements of the Benefits of Home Construction Regulation 
Benefits high estimate low estimate 

home construction sales 
covered by LD 1551 ($ million) $788 $788 

%unacceptable 4% 2% 
ratio of total cost to 
"unacceptable" activity 2.0 1.0 

%of "unacceptable" activity 
regulation will eliminate 100% 50% 

· gross benefit of regulation ($ 
million) $63 $8 

If the actual amount of "unacceptable" home construction activity in Maine 
each year is 4% and the actual damage suffered is twice the amount spent on 
"unacceptable" activity and regulation eliminates 100% of the "unacceptable" 
activity, the gross benefits to the State will be $63 million. To the extent that 
the values of the determining parameters are smaller, the gross benefits will 
be less. 

The key elements of this framework for estimating costs are the number of 
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home construction businesses that will seek licenses, the increase in wages 
they will charge for licensed workers and the percent increase these higher 
wages will mean for their sales. Table 9 illustrates these parameters. 

Table 9 
Elements of the Costs of Home Construction Regulation 

Covered Employers Sole Proprietors Total 

high low high low high low 
Costs estimate estimate estimate estimate estimate estimate 

establishments 2,100 2,100 10,000 10,000 12,100 12,100 

payroll ($ million) $250 $250 $100. $100 $350 $350 

% of establishments 
seeking licenses 100% 75% 100%.; 25% n.a. n.a. 

#of licensees 2,100 1,575 10,000 2,500 12,100 4,075 

% increase in wages 
for licensees 30% 15% 30% 10% n.a. n.a. 

% increase in costs 5% 2% 30% 10% n.a. n.a. 

gross cost of 
regulation ($ 
million) $13 $4 $30 $3 $43 $6 

If all of the establishments currently involved in that portion of the home 
construction business in Maine that would be covered by LD 1551 seek licenses 
and increase the pay of licenses contractors by the 30% differential that now 
exists between licensed and non-licensed contractors, the cost of regulation 
would approach $43 million. To the extent that fewer contractors seek to 
become licensed and the pay differential does not approach 30%, the costs will 
be less. 

The central point to be made here is that policy makers can use this framework 
to assist in making their decisions about the nature and goals of the regulation. 
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If, for example, regulators decide as a point of departure: 

../ that 3% of home contracting activity in Maine is "unacceptable;" 

../ that the full cost of this activity is 20% greater than the amount paid for 
the construction; 

../ that 100% of covered employers and 50% of sole proprietors will seek 
licenses; 

../ that the costs of regulation will increase the prices of covered employers 
by 4% and those of sole proprietors by 15%, 

then the cost of regulation will be $18 million and regulation will have to 
eliminate at least 63% of the "unacceptable" activity to generate $18 million in 
benefits and thus justify itself. 11 

In short, the best use of this analysis is for those involved in developing the 
specific regulations to be included in LD 1551 to bring their best judgement to 
bear in evaluating the likely level of "unacceptable" home construction and 
repair activity and the likely impact of proposed regulations in reducing it. 
Combining these judgements, they can decide what level of regulation is 
justified .. 

11 The Home Construction Regulation Model accompanying this report provides a means for 
exploring the outcomes of alternative assumptions regarding these key parameters. 
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Appendix: Home Construction Complaints Lodged with 
the Maine Attorney General's Office 

2002 
Description of Description of 

Location Work Com~laint Cost 
Sagadahoc new construction inferior $300,000 

Cumberland new construction incomplete/unsatisfactory $175,000 

Sagadahoc new construction inferior $175,000 

Androscoggin new construction incomplete/unsatisfactory $158,532 

Penobscot move house no show $39,000 

York new construction no show $30,000 

Kennebec new construction i ncom pi ete/u nsatisfactory $29,600 

Cumberland new construction incomplete/unsatisfactory $25,000 

Kennebec . new construction incomplete/unsatisfactory $21,000 

Cumberland construction repairs incomplete/unsatisfactory $19,932 

Penobscot roofing incomplete/unsatisfactory $18,220 

Somerset new construction incomplete/unsatisfactory $18,000 

York roof, siding, window incomplete/unsatisfactory $14,000 

Piscataquis new construction incomplete/unsatisfactory $13,000 

Kennebec new construction inferior $12,000 

Cumberland roofing incomplete/unsatisfactory $11,378 

Cumberland siding no show $9,800 

Cumberland flooring improper billing $9,439 

Cumberland new ·construction defect/inferior $8,927 

Androscoggin roofing incomplete/unsatisfactory $8,700 

Kennebec roofing no show $8,450 

Cumberland new construction inferior $8,135 

Hancock new construction no show $8,000 

Cumberland roofing no show $7,873 

Kennebec roofing incomplete/unsatisfactory $7,600 

Cumberland new construction no show $7,500 

Kennebec roofing no show $7,500 

York roofing incomplete/unsatisfactory $7,200 

Cumberland windows overcharged $6,600 

York siding no show/inferior $6,500 

York construction repairs incomplete/unsatisfactory $6,500 

Cumberland roofing leaks $6,089 

Somerset siding inferior $5,500 

York roofing incomplete/unsatisfactory $5,500 

York siding no show $5,270 
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Androscoggin renovation incomplete/unsatisfactory $5,000 

Cumberland roofing leaks $5,000 

Kennebec roofing incomplete/unsatisfactory $5,000 

Somerset construction repairs incomplete/unsatisfactory $5,000 

Androscoggin roofing incomplete/unsatisfactory $4,800 

Penobscot roofing inferior $4,651 

York roofing loose/flapping $4,500 

Cumberland roofing no show $4,000 

Penobscot roofing leaks $4,000 

Penobscot renovation incomplete/unsatisfactory $4,000 

Cumberland roofing no show/inferior $3,950 

Penobscot new construction incomplete/unsatisfactory $3,800 

York roofing leaks $3,594 

Cumberland new construction incomplete/unsatisfactory $3,500 

Knox roofing incomplete/unsatisfactory $3,499 

Penobscot windows no show $3,314 

Cumberland windows inferior $3,242 

Oxford roofing leaks $3,200 

Aroostook windows icing/drafts $3,020 

Cumberland roofing no show $2,850 

York roofing/painting incomplete/unsatisfactory $2,600 

Androscoggin roofing $2,400 

Kennebec roofing leaks $2,088 

Cumberland renovation incomplete/unsatisfactory $1,750 

York renovation poor workmanship $1,500 

Androscoggin roofing no show $1,050 

Cumberland construction repairs inferior $1,000 

York new construction inferior $900 

York new construction incomplete/unsatisfactory $900 

York new construction incomplete/unsatisfactory $875 

Kennebec porch no show $850 

Oxford construction repairs no show $800 

York roofing no show $800 

Cumberland masonry incomplete/unsatisfactory $625 

Cumberland renovation incomplete/unsatisfactory $600 

Cumberland new construction failure to allow to cancel $500 

Cumberland new construction no show $400 

Cumberland roofing leaks $375 

Cumberland roofing leaks $300 

York roofing defect/i nfe rio r $300 

Cumberland roofing defect/inferior $100 
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Androscoggin roofing leaks $0 

Androscoggin new construction incomplete/unsatisfactory $0 

Androscoggin windows defect/inferior $0 

Cumberland new construction incomplete/unsatisfactory $0 

Cumberland new construction inferior $0 

Cumberland siding inferior $0 

Cumberland new· construction incomplete/unsatisfactory $0 

Cumberland siding inferior $0 
Cumberland siding inferior $0 
Cumberland windows defect/inferior $0 
Cumberland construction repairs incomplete/unsatisfactory $0 
Cumberland paving inferior $0 
Cumberland construction repairs no show $0 
Kennebec siding defect/inferior $0 
Kennebec roofing no show $0 
Knox new construction incomplete/unsatisfactory $0 
Knox new construction . incomplete/unsatisfactory $0 
Penobscot new construction incomplete/unsatisfactory $0 
Penobscot renovation inferior $0 
Penobscot roofing leaking $0 
Washington paving inferior $0 
Washington new construction incomplete/unsatisfactory $0 
York new construction leaks, structure $0 
York roofing incom~lete/unsatisfactor~ $0 

Total $1,301,378 
Adjusted Total (total if those without cost had median cost) $1,421,378 
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2001 
Description of 

Location Work Description of Complaint Cost 
Androscoggin new construction incomplete/unsatisfactory $85,250 

Cumberland roofing defect/inferior $75,607 

Hancock new construction incomplete/unsatisfactory $40,000 

Cumberland new construction incomplete/unsatisfactory $34,000 

. Lincoln new construction no show $27,000 

Cumberland new construction failure to perform adequately $25,000 

Androscoggin new construction incomplete/unsatisfactory $23,000 

Kennebec construction repair incomplete/unsatisfactory $22,570 

Hancock new construction incomplete/unsatisfactory $20,000 

Kennebec new construction inferior $20,000 

Kennebec new construction incomplete/unsatisfactory $20,000 

Knox windows defect/inferior $18,191 

Cumberland construction repair incomplete/unsatisfactory $16,590 

Cumberland new construction failure to provide refund $16,200 

Waldo construction repair leaks $15,000 

Kennebec new construction incomplete/unsatisfactory $14,614 

Sagadahoc siding incomplete/unsatisfactory $10,400 

York new construction i ncom plete/u nsatisfacto ry $10,131 

Kennebec new construction incomplete/unsatisfactory $10,000 

Penobscot construction repair incomplete/unsatisfactory $9,000 

York renovation incomplete/unsatisfactory $8,632 

Androscoggin roofing incomplete/unsatisfactory $8,600 

Kennebec roofing defect/inferior $8,600 

Hancock new construction overcharged $8,500 

Penobscot new construction incomplete/unsatisfactory $8,500 

Cumberland new construction incomplete/unsatisfactory $8,400 

Kennebec roofing defect/inferior $8,200 

Kennebec roofing defect/inferior $8,000 

Oxford new construction incomplete/unsatisfactory $8,000 

Androscoggin roofing no show $7,850 

Lincoln siding incomplete/unsatisfactory $5,600 

York roofing no show $5,600 

Kennebec paving overcharged $5,180 

Hancock · new construction incomplete/unsatisfactory $5,000 

Kennebec roofing n·o show $5,000 

Knox siding defect/inferior $4,909 

Penobscot roofing incomplete/unsatisfactory $4,586 

Hancock siding incomplete/unsatisfactory $4,379 
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Cumberland siding no show $4,300 

Kennebec roofing defect/inferior $4,200 

Hancock roofing defect/inferior $4,150 

Cumberland roofing incomplete/unsatisfactory $3,900 

York roofing leaks $3,640 

Penobscot roofing incomplete/unsatisfactory $3,600 

York roofing no show $3,500 

York roofing defect/inferior $3,480 

York roofing i ncom plete/u nsatisfactory $3,300 

Androscoggin roofing defect/leak $2,884 

Cumberland roofing leaks $2,850 

Knox new construction overcharged $2,848 

Penobscot roofing incomplete/unsatisfactory $2,700 

Penobscot roofing defect/inferior $2,580 

Kennebec siding defect/inferior $2,568 

Androscoggin roofing no show $2,500 

Androscoggin new construction no show $2,500 

Androscoggin roofing leaks $2,450 

York roofing no show $2,260 

Kennebec roofing defect/inferior $2,200 

Kennebec roofing defect/inferior $2,050 

Androscoggin roofing no show $2,000 

Cumberland windows no show $2,000 

Lincoln roofing no show $2,000 

Androscoggin roofing incomplete/unsatisfactory $1,975 

Cumberland new construction incomplete/unsatisfactory $1,810 

Kennebec roofing no show $1,800 

Androscoggin roofing no show $1,600 

Cumberland new construction inferior $1,600 

Kennebec roofing no show $1,600 

Kennebec siding defect/inferior $1,595 

Penobscot siding defect/inferior $1,523 

Oxford roofing no show $1,500 

Cumberland new construction incomplete/unsatisfactory $1,344 

Lincoln roofing no show $1,300 

Oxford roofing defect/inferior $1,300 

Kennebec new construction no show $1,200 

Kennebec flooring inferior $1 '161 
York new construction incomplete/unsatisfactory $1,125 

Hancock new construction no show $1,000 

Penobscot roofing defect/inferior $1,000 
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Lincoln construction repair incomplete/unsatisfactory $800 

York roofing defect/inferior $800 

Sagadahoc windows no show $525 

Knox new construction overcharged $500 

Oxford construction repair incomplete/unsatisfactory $500 

Penobscot new construction incomplete/unsatisfactory $500 

Kennebec construction repair inferior $350 

Cumberland new construction no show $260 

Cumberland new construction incomplete/unsatisfactory $200 

Knox roofing defect/inferior $200 

Penobscot new construction defect/inferior $143 

Cumberland new construction incomplete/unsatisfactory $100 

Androscoggin roofing leaks $0 
Androscoggin windows defect/inferior $0 
Androscoggin new construction · inferior $0 
Androscoggin roofing failure to perform adequately $0 
Aroostook construction repair inferior $0 
Cumberland siding warranty $0 
Cumberland new construction incomplete/unsatisfactory $0 
Cumberland roofing leaks $0 
Cumberland paving cracks $0 
Cumberland roofing leaks $0 
Cumberland roofing leaks $0 
Cumberland new construction incomplete/unsatisfactory $0 
Cumberland new construction inferior $0 
Cumberland new construction overcharged $0 
Franklin siding defect/inferior $0 
Franklin new construction incomplete/unsatisfactory $0 

·Franklin roofing incomplete/unsatisfactory $0 
Hancock new construction incomplete/unsatisfactory $0 
Kennebec roofing inferior $0 
Kennebec construction repair incomplete/unsatisfactory $0 
Kennebec roofing leaks $0 
Kennebec paving incomplete/unsatisfactory $0 
Kennebec paving incomplete/unsatisfactory $0 
Kennebec new construction incomplete/unsatisfactory $0 
Kennebec paving cracks $0 
Kennebec new construction incomplete/unsatisfactory $0 
Kennebec siding inferior $0 
Kennebec siding defect/inferior $0 
Kennebec roofing incomplete/unsatisfactory $0 
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Knox new construction incomplete/unsatisfactory $0 

Lincoln roofing inferior $0 

Oxford roofing no show $0 

Penobscot roofing leaks $0 

Penobscot new construction no show $0 

Sagadahoc new construction incomplete/unsatisfactory $0 

Sagadahoc construction repair incomplete/unsatisfactory $0 

Sagadahoc roofing leaks $0 

Sagadahoc new construction incomplete/unsatisfactory $0 

Sagadahoc new construction incomplete/unsatisfactory $0 

Somerset roofing leaks $0 

Waldo construction. repair incomplete/unsatisfactory $0 

Washington construction repair incomplete/unsatisfactory $0 

Washington construction repair incomplete/unsatisfactory $0 

York roofing leaks $0 

York new construction incom[:!lete/unsatisfactory $0 

Total $735,859 
Adjusted Total $807,859 
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2000 
Description of Description of 

Location Work Complaint Cost 
York new construction incomplete/unsatisfactory $205,000 

Lincoln new construction i ncom pi ete/u nsatisfacto ry $146,000 

Piscataquis new construction i ncom plete/unsatisfacto ry $34,000 

Kennebec renovation incomplete/unsatisfactory $25,365 

Somerset new construction incomplete/unsatisfactory $15,892 

York construction repair i ncom plete/unsatisfacto ry $9,500 

Cumberland roofing inferior $8,000 

Penobscot windows defect/inferior $7,400 

Penobscot construction repair incomplete/unsatisfactory $5,800 

Cumberland new construction no show $5,500 

Hancock renovation incomplete/unsatisfactory $5,000 

Kennebec roofing leaks $5,000 

Penobscot renovation incomplete/unsatisfactory $5,000 

Penobscot new construction incomplete/unsatisfactory $5,000 

Cumberland roofing failure to provide refund $4,400 

York roofing leaks $3,800 

Kennebec new construction overcharged $3,509 

Cumberland roofing leaks $3,500 

Somerset roofing leaks $3,360 

York windows defect/inferior $3,109 

Androscoggin roofing no show $2,800 

Penobscot foundation incomplete/unsatisfactory $2,000 

York construction repair incomplete/unsatisfactory $2,000 

Knox new construction incomplete/unsatisfactory $1,700 

Penobscot new construction inferior $1,600 

Androscoggin new construction incomplete/unsatisfactory $1,365 

Cumberland construction repair inferior $1,300 

Androscoggin roofing no show $1,200 

York roofing inferior $1,200 

York new construction failure to provide refund $1,100 

Penobscot new construction incomplete/unsatisfactory $1,066 

Cumberland renovation incomplete/unsatisfactory $950 

Cumberland new construction incomplete/unsatisfactory $925 

Cumberland roofing no show $892 

Lincoln siding defect/inferior $888 

York roofing leaks $750 

Kennebec roofing leaks $725 

York construction repair inferior $426 
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Cumberland roofing no show $330 

Cumberland siding no show $250 

Hancock construction repair incomplete/unsatisfactory $178 

Sagadahoc roofing leaks $144 
Penobscot roofing overcharged $62 
Androscoggin windows failure to allow to cancel $0 

Androscoggin windows incomplete/unsatisfactory $0 
Cumberland new construction defect/inferior $0 
Cumberland roofing leaks $0 
Cumberland roofing inferior $0 
Cumberland roofing leaks $0 
Cumberland windows inferior $0 
Cumberland new construction incomplete/unsatisfactory $0 
Cumberland new construction no show $0 
Kennebec new construction incomplete/unsatisfactory $0 
Knox wfndows defect/inferior $0 
Lincoln new construction incomplete/unsatisfactory $0 
Lincoln roofing leaks $0 
Oxford roofing inferior $0 
Penobscot windows no show $0 
Somerset roofing leaks $0 
Somerset new construction inferior $0 
Somerset siding no show $0 
Somerset new construction incomplete/unsatisfactory $0 
Waldo new construction incomplete/unsatisfactory $0. 
York siding harrassment $0 
York roofing failure to honor contract $0 
York construction repair overcharged $0 
York windows defect/inferior $0 
York construction repair inferior $0 
York construction re~air incom~lete/unsatisfacto!Y $0 
Total $527,986 
Adjusted Total $550,236 
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Residential, 
Commercial 
& Specialty 
Trade 
Licenses 

Alaska 

Arizona 

Arkansas 

California 

Hawaii 

Michigan 

Nevada 

New Mexico 

N. Carolina 

Oregon 

10 states 

APPENDIXE 

State Regulation of Building Trades 

Residential & 
Commercial 
Licenses 
w/ dollar 
minimums 

Alabama 
($1 OKI$50K) 
Louisiana 
($50,000) 
Mississippi 
($50KI$100K) 
S. Carolina 
($5,000) 
Tennessee 
($25,000) 
Utah 
{$1,000) 
Virginia 
($1 ,000) 
W. Virginia 
($1 ,000) 

8 states 

(Percent of states by type of regulation; 50 states = 100 percent) 

04% 

0 Residential Licensing Only 
•Residential end Commercial LlceMing 
• Residential, Commercial & Specialty Subtradee Licensing 

c Registration 

c Other Requirements 
o No Regulation 

Residential & Residential 
Commercial Licenses 
Licenses 

Delaware Maryland 

Florida Minnesota 
(and roofers) 

Massachusetts 

3 states 2 states 

Registration Other 

Connecticut Illinois 
(roofers cert.) 

Montana Wisconsin 
(over $2,500) (financial 
New Jersey responsibility 
(residential) certificate) 
N. Dakota 
(over $2,000) 
Rhode Island 
(and roofers) 
Washington 

6 states 2 states 

No Licenses 

Colorado 

Georgia 

Idaho 

Indiana 
Iowa 
Kansas 

Kentucky 

Maine 

Missouri 

Nebraska 

N. Hampshire 

New York 

Ohio 

Oklahoma 

Pennsylvania 

S. Dakota 

Texas 

Vermont 

Wvomlna 
19 states 
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APPENDIXF 

10. Previous efforts. The details of any previous efforts in this State to implement 
egulation of the profession or occupation; 

Sununary of Building Contractor Registration/Licensing Legislation 
1985-1999 

Prepared by the Maine Legislature's Office of Policy and Legal Analysis 
LD and Session Disposition of legislation 
120th Legislature (2001-2002) 
LD 1731 AA to Require Registration of 

Building Contractors 
LD 310 AA to Require Bonding of 

Building Contractors 

119th Legislature (1999-2000) 
LD 2060 AA to License Home Building 

Contractors 
yD 2163 AA to Require Contractor 

Registration 

118th Legislature (1997-1998) 
LD 1005 AA to Provide for the Licensing 

of Building Contractors 
LD 1595 AA to License Home Building 

Contractors 

117th Legislature (1995-1996) 
LD 480 AA to Require Contractor 

Registration 
LD 1044 AA to License Contractors and 

Builders 
LD 1294 AA to Prohibit Home Repair 

Fraud and Establish Aggravated Penalties 

116th Legislature (1993-1994) 
LD 699 AA to Regulate Home Repairs by 

Transient Contractors 
LD 1315 AA to Establish a Registration 

System for General Contractors 

115th Legislature (1991-1992) 
LD 993 AA to Regulate Building 

Contractors 
LD 2204 AA to Regulate Home Repair by 

Transient Contractors 

114th Legislature (1989-1990) & 113th 
Legislature (1987-88) 

112th Legislature (1985-1986) 
LD 1892 AA to License Contractors/ 

Subcontractors to a Statewide Building Code 

ONTP (committee requested Sunrise 
Review on draft amendment) 

ONTP (died in committee) 

ONTP (carried over from 1st to 2nd 
session; died in committee) 

14512) 

ONTP (died in committee) 

ONTP (died in committee) 

ONTP (died in committee) 

ONTP/OTP-A (died on floor) 

ONTP (died in committee) 
I 

Enacted (4/11/96) PL 1995, c. 681 
(17-A, §908, 32, §§4667, 4682-A, 4688, 

Enacted - PL 1993, c. 444 

ONTP/OTP-A (died on floor) 

LV fWD (Leave to withdraw report 
accepted) 

ONTP (died in committee) 

N/A 

ONTP (died in committee) 


