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SUMMARY

The California Court of Appeal held that Business and Professions Code § 7031(a) strictly requires a
corporate plaintiff itself to hold a contractor’s license to sue for compensation for work requiring a
license, and a license held by an employee or another entity is insufficient; the statute applies
regardless of the defendant’s sophistication and is not limited to homeowner-contractor relationships.
However, the court reversed the demurrer in part, finding that the plaintiff adequately alleged some
services (e.g., car washing, hauling) did not require a license and that separate invoice-based
agreements allowed those claims to proceed, while affirming denial of leave to amend to allege an
employment relationship as inconsistent with prior pleadings.
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QUESTIONS PRESENTED

1. Whether an unlicensed corporation can rely on the contractor's license of its responsible managing
officer to satisfy Business and Professions Code section 7031.

2. Whether Business and Professions Code section 7031 is limited to contracts with unsophisticated
homeowners or applies to all contracts for work requiring a contractor's license.

3. Whether Phoenix Pipeline adequately alleged that some services it provided did not require a
contractor's license, and whether those claims could be severed from licensed work.

4. Whether the trial court abused its discretion in denying leave to amend to allege that Phoenix Pipeline
was an employee rather than an independent contractor.

HOLDINGS

1. Section 7031 requires the 'person' that contracted and filed suit to be licensed; a license issued to another
individual or entity is insufficient to permit an unlicensed corporation to maintain an action for
compensation for work requiring a contractor's license.

2. Section 7031 applies to all contracts for work requiring a contractor's license, regardless of the
sophistication of the parties; there is no implied exception for commercial contracts with sophisticated
corporate entities.

3. At the demurrer stage, liberally construing the complaint, Phoenix Pipeline adequately alleged that
certain services (e.g., hauling, car washing) did not require a contractor's license, and because it alleged
separate agreements for each task, it could pursue claims for those non-licensed services; section 7031
does not bar such claims.

4. The trial court did not abuse its discretion because the proposed amendment was inconsistent with
Phoenix Pipeline's own prior allegations that it entered into individual agreements and submitted
invoices as a contractor.

KEY QUOTATIONS

“Because Phoenix Pipeline did not allege that it was licensed, section 7031 precludes its claims for work that
required a license. None of the arguments that Phoenix Pipeline makes to escape the effect of section 7031
can avoid this result, however harsh.” (12 Cal. App. 5th at 848)

“The 'person' that contracted with SpaceX and that has filed suit here is Phoenix Pipeline. It needed its own
license to maintain this action, which it did not have.” (12 Cal. App. 5th at 849)

“There is no basis to read into section 7031 the limitation that Phoenix Pipeline suggests. Phoenix Pipeline's
claim that SpaceX is a sophisticated corporate entity is therefore irrelevant to Phoenix Pipeline's obligation to
show that it was licensed.” (12 Cal. App. 5th at 851)



“At this stage of the case, we hold only that Phoenix Pipeline has adequately alleged particular agreements to
perform work that did not require a contractor's license. Section 7031 does not bar an action for
compensation for such work.” (12 Cal. App. 5th at 854)

“Section 7031 represents a legislative determination that the importance of deterring unlicensed persons from
engaging in the contracting business outweighs any harshness between the parties, and that such deterrence
can best be realized by denying violators the right to maintain any action for compensation in the courts of
this state.” (12 Cal. App. 5th at 848)

FACTUAL BACKGROUND

In 2010, SpaceX requested that Phoenix Pipeline provide various services including plumbing, general
maintenance, concrete removal, trash clean-up, demolition, car washing, electrical, excavation, and installation.
Phoenix Pipeline performed these services and submitted invoices, which it alleged constituted individual
agreements. SpaceX paid for services from 2010 to October 2013 but failed to pay for services performed
between October 2013 and August 2014, totaling $1,037,045.66. Phoenix Pipeline was not a licensed contractor,
though its responsible manager officer, Harold Hill, held a contractor's license issued to another entity, Phoenix
Mechanical Plumbing, Inc. Phoenix Pipeline filed suit to recover the unpaid amounts.

PROCEDURAL HISTORY

Phoenix Pipeline filed its initial complaint on December 29, 2014, asserting claims for breach of contract and
related causes. SpaceX demurred on the ground that Phoenix Pipeline was not licensed. Phoenix Pipeline filed a
first amended complaint (FAC) adding allegations about its responsible managing officer's license. SpaceX again
demurred, and the trial court sustained the demurrer with leave to amend. Phoenix Pipeline filed a second
amended complaint (SAC) distinguishing between services requiring a license and those that did not. The trial
court sustained the demurrer without leave to amend and entered judgment. Phoenix Pipeline appealed.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to permit further pleading consistent with this opinion, specifically to allow Phoenix Pipeline to
amend its complaint to allege claims for noncontractor services only.
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