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March 05, 2008
Re:  Substitute House Bill 1843 
To all REIA Members and Friends:
As most of you know by now, the Washington State Legislature passed SHB 1843 in the 2007 session.  Washington State Representatives Conway, Condotta, Chandler and Moeller originally sponsored the bill at the request of the Department of Labor & Industries.  Governor Gregoire signed the bill in May 2007.

SHB 1843 requires "property owner developers", including flippers, to be registered and bonded as general contractors. This Bill is said to have been introduced to protect consumers by enabling a means of getting monetary relief for negligent or poor quality workmanship by making a claim on the renovator / contractor's bond. 
 
The affect of SHB 1843 is to require that all of our entities—regardless of size--become contractors or to create contracting business(es) that are on title of each and every property.  Every residential investment property that we have not owned at least twelve months and that we anticipate spending more than $500 on is subject to the changes caused by SHB 1843.  That you use licensed and bonded contractors for your rehabs does not change the requirement that a person or entity on title be licensed.
 
Several REIA Members, and REIA Board Members, testified at the public hearings for SHB 1843.  There are a number of reasons why many real estate investors are unable to comply with the new changes to Washington’s contractor law, and reasons why REIA is concerned that consumers are being misled by its very existence.  Links to the text of the law are available on the Legislative Updates tab at www.REIAwa.com.  
All issues are more fully detailed in the REIA Position Paper that is being submitted to the Department of Labor & Industries on Friday, March 7th.  The transcripts for the public hearings and REIA’s Position Paper will be available publicly through the Legislative Updates tab at www.REIAwa.com after the March 7th filing deadline has passed.
WE NEED YOUR HELP!  A letter to Washington Legislators is both attached and available on our website.  Print the page from the website or cut and paste the attached.  Here’s what we need each of you to do NOW:

1. Check each statement that applies to you;

2. SIGN the letter;

3. Enter you legislative district on the letter—if you don’t know, go to http://apps.leg.wa.gov/districtfinder/ ;

4. IMMEDIATELY return the letter to REIA by email to Sue@REIAwa.com or by fax to 1-253-537-7978.  NO other correspondence will be accepted at this email or fax at this time.

5. Include your name, address and phone number on your email or fax cover (NOT on the letter itself) so that we have it on file associated with your letter.  
6. Meet the deadline for submitting your letter!  We must receive your fax or email by Thursday, March 6, 2008 at 9:00 PM PST to include your letter with REIA’s Position Paper to L & I and to your Legislators.
SPREAD THE WORD!  Please forward this email to other real estate investors you know!  REIA has already been told that exemptions are likely for some of real estate investors and WE NEED YOUR HELP to accomplish even more!
SEND YOUR LETTER NOW!

Sincerely,
Shirley Henderson, President
REIA— Real Estate Investors Association of Washington
Dear ______________________________:

 

I am a constituent of your district.  I am contacting you about legislation passed in 2007 as SHB 1843, an amendment to RCW 18.27.010, et seq.

I am a real estate investor in Washington State and have concerns about this legislation.  I am a Member or friend of REIA, the Real Estate Investors Association of Washington.  More information is available about our association, REIA, at www.REIAwa.com; updates about many of our positions on your efforts are in the Legislative Updates section of the same, REIA, website.

As several REIA Board Members testified at the public hearings for SHB 1843, there are a number of reasons why many real estate investors are unable to comply with the new law.  We are equally concerned that consumers are being misled by its very existence.

The reasons why I am concerned, both for my interest and / or for that of my Washington business, about the new law and / or cannot comply are as follows:

________
I purchase properties using, and therefore in the name of, my Self-Directed Individual Retirement Account.  Under IRS and ERISA regulations, my Self-Directed IRA cannot become a contractor, regardless of Washington’s new requirements.

________
I serve as a private lender for owners of real property using my Self-Directed IRA.  I have great concern that, if my Self-Directed IRA must foreclose a loan at some time, I may become the property owner and cannot become a contractor, even though I may be required to under Washington’s new law.

________
I am a real estate investor and therefore an owner-contractor in the eyes of the contractor’s insurance companies.  The insurance companies tell me that any claims against me / my business will not be paid because owner-contractors are specifically excluded in their policies.

________
I am a real estate investor and enter into only a Purchase and Sale Agreement with buyers of my properties.  Because I have no specific contract for the remodeling that I / my company might perform on a property, the bonding companies tell me that they will pay no claims.

________
My Washington small business remodels very few properties and hires only licensed and bonded contractors to perform necessary repairs and improvements.  The added layer of cost to become a contractor and continue to hire contractors to do the majority of the work, most of which I am not qualified to perform, is more than my business can bear and remain in business.

________
I have several Washington business entities for asset protection and tax savings purposes.  Under Washington’s new requirements, I must either turn business away or cause each of my businesses to become registered contractors.  Even though my additional costs would be passed along to my buyers, increasing housing costs and decreasing the amount of repair and improvements that I / my company can perform and remain competitive in the marketplace, the added layer of expense is more than my businesses can sustain.  The new law will either force me out of business or force me to conduct my business in states other than Washington.

________
I am concerned that my buyers will think that I / my business have an expertise that I / we do not have as contractors.  There are no tests, no minimum skill levels to become a contractor—only payment for license, bond and registration, all of which appear to be of no benefit to consumers.

My legislative district is shown on this letter.  My full address and phone number are on file at REIA and can be made available to legislators on request.

As a real estate investor, my primary objective is not only to make a profit for my efforts but it is also to provide affordable, quality housing.  I contribute to Washington’s economy through the excise and other taxes that I pay and all of the professionals I utilize in my business(es) including attorneys, accountants, contractors, title and escrow companies and the like.  When I improve a property, I also improve neighborhoods and communities, bolstering the tax value of properties in the process.  

There are many elements to my business that I feel certain lawmakers could not have anticipated as they drafted and voted on this amendment.  I am equally confident that my lawmakers did not intend the consequences that SHB 1843 has on many Washington businesses.  I recognize that it is not the intent of Washington’s lawmakers to put Washington businesses out of business.  

REIA has submitted a position paper to the Department of Labor & Industries related to SHB 1843.  I have authorized REIA to include this, my letter to you, with a copy of their position paper, including their attorney’s written comments / analysis. 

 

I urge you to contact, or be receptive to contact by, REIA and work toward a solution that will protect not only Washington’s consumers but also Washington’s small businesses.

 
I very much appreciate your time and effort in reviewing this correspondence and your further efforts toward resolution. 

Sincerely,

 

________________________ 
Legislative District:  _____________________________
