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How to Spot (and avoid) a Bogus Contractor

In some states, you don’t have to do much to call yourself a contractor. You merely need 
enough money in the bank to cover a bond, carry liability insurance, and pay for the license.  

 No test, no proof of expertise, no nothing. It’s merely a way for the state to collect a license 
fee. The bond protects you a little, but not much.   

 So, while having a license is a good first step, don’t rely on the license to make you believe that 
the contractor is any good, or has any ethics in his business practices.  

Stay away from contractors who insist on being paid cash, or who want to give you a verbal 
bid. 

It doesn’t matter if it’s your general contractor, or one of the subcontractors. Bids not in writing 
will not protect you when something goes wrong - and it will.   

 As for being paid in cash - That means the contractor is probably not paying employment 
taxes, or income taxes. And yes, that can become your problem.   Those two are automatically 
eliminated if you are getting a construction loan, because your general contractor and your 
subcontractors will all have to submit written bids and they will be paid from construction loan 
funds. The bank won’t write their checks, but you or the general contractor will. Further, each 
contractor will have to sign a lien release for the portion of the work completed each time he 
gets a draw.   

If you’re using a general contractor, you’ll sign off on the portion completed, the contractor will 
receive the funds, and pay the subcontractors. This can get tricky if your contractor doesn’t 
have a good reputation.   

The bank (actually, the title company) wants the subs and the materials suppliers to sign off 
that they’ve been paid… before they issue the check to pay them with. If they don’t trust your 
contractor, they won’t do it.  

I already said this, but it is so important that I’ll repeat it: Even if you’re building with cash 
you have in your pocket, don’t deal with any contractor who wants his money “Under the 
table” in a cash payment. 
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Don’t even consider a bid that isn’t in writing, detailed, and complete. You want to know 
exactly what the contractor will do for the money, and you want his written bid to back it up 
when it doesn’t happen.  

In addition, you want to know that your general contractor and each of the subs is in good 
standing with State and Federal agencies. Each is required to withhold taxes and pay Social 
Security and Medicare, as well as unemployment insurance, on each of their employees. 
Further, they are required to have an account with a State fund or private insurer to provide 
Workman’s Compensation in case of an accident. Require proof that they pay in to these 
accounts.  

High Pressure tactics:

If a contractor tells you today is the only day - you must sign today or the price goes up - walk 
away.   

On the other hand, if he has done everything else right and tells you he’ll need to know by next 
Tuesday if you want to be in the schedule for July, that’s probably legitimate. He’s working on 
scheduling.  

Deposits: 

A deposit is fair because it shows the contractor that you’re legitimate, and it allows him or her 
to pay employees until the first draw comes in. If the contractor tells you he has to have money 
for materials before he can start - that’s another sign to walk away.  

Any reputable contractor will have an account at the lumber yard, the cement plant, etc. He 
probably will have to give a deposit to the plumber, electrician, etc. because those contractors 
also have employees to pay. He may also have to pay the excavator prior to the first draw, and 
one of you will definitely have to pay the power company to install your temporary power. 
With them, it’s always money up front.  

Warranties: 

A year is standard. This is plenty of time for any little problems to surface for correction. If your 
contractor offers something longer, it may be a bogus ploy to gain your confidence. If he offers 
something less, it could be a sign that he does poor work.  

References: 
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A good contractor will be able to give you several names of satisfied customers. Do check them 
out. If you find he’s given you a list of disconnected numbers, run the other way.   

If your contractor has been in the area for any length of time, he should have a few homes that 
you can drive by, and possibly one or two whose owners will be glad to show you their homes. 
Just be sure those references aren’t just his family members!  

If he has current homes under construction, you should be welcome to visit the job site with 
him and see his crew in action. If he has no homes under construction - why not?   

Price: 

Unless you’ve gotten a rock-solid reference from a close associate, you’ll probably ask for bids 
from 2 or 3 different contractors. If one stands out as being much lower priced than the rest, 
avoid him.   

The low price could be because he doesn’t really know what he’s doing, because he hires 
inexperienced help, isn’t paying employment taxes, or because he’s going to figure out a way 
to scam you later. He could also be planning to take the deposit and leave town.   

If you give all contractors the same plans and the same specifications for carpet, cabinetry, etc. 
they should all come in within a few thousand dollars of each other. There are some who are 
so busy that they bid high just because they can. That might mean they do an exceptional job 
of construction, or it might mean they do an exceptional job at marketing their services. Check 
the references.  

An example: Several years ago we submitted a bid to re-roof a house. The homeowner turned 
it down, telling us that another contractor had agreed to do it “so much cheaper.” We ran into 
the homeowner a few months later and heard all about how unhappy he was. It seems that 
the roofer didn’t finish the soffits. We said “Were the soffits included in the bid?” Well no, but 
since they were included in our bid they just assumed… 

Don’t assume. Read the contract specifications so you’ll know that you’re comparing apples to 
apples. 
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Looks: 

This sounds strange, but the best contractors are “hands-on” people, and they should look 
like it. If someone shows up in clothes that have never seen soil, and their hands are soft 
and white, they probably never spend enough time on the construction site to adequately 
supervise a crew. They may just be sales people.   

You don’t want that. You need to meet the person who will be on the job site, because that’s 
the person you’ll need to talk with on a regular basis. If your contractor has several jobs going 
on at once, he’ll be rotating his time between them and each should have a foreman. Meet the 
foreman who will run your job before you choose. If there isn’t one, look out!  

Habits: 

If you spot this contractor sitting around the local coffee shop for hours at a time, he’s probably 
more talk than action. Successful people don’t have that much time for talk.   

Attitude: 

Just as you are an expert in your own field, your contractor is an expert in his (or hers), but he 
shouldn’t try to bulldoze you with his expertise. He should not try to make you feel inferior 
because you don’t know his job. That’s a bully tactic to keep you from raising questions later 
on.  

Don’t hire a contractor with an “I’m too busy to explain” or “You don’t need to know that” 
attitude about your questions. You’ll find 17 “must ask” questions in the addendum to Home 
Building Simplified.    

WARNING: If the contractor doesn’t have time to talk to you and pay attention to what 
you’re saying now - he sure won’t have time after he has your job.  

Communication during the building process is vital. Small things will come up - it’s almost 
inevitable. When they do, you need to be able to talk to the contractor and get them solved 
quickly. If he’s too busy to take your call, or too busy to sit down and go over your questions 
and concerns, the job will proceed with a mistake in place or a wanted change not made. 
Changing it later will be expensive.   

Location: 

On page 37 of Home Building Simplified you’ll learn why hiring a local contractor is a good idea, 
but there’s also one good reason why you might want to avoid a nonlocal contractor.   

Unless the house building market is in a serious slump, a good contractor should have all the 
work he can handle close to home. If he doesn’t - why not? It could be that he’s ruined his 
reputation there and has to look outside his own community for work.   

Last, but not least, is your own instinct. If you just don’t have a good feeling about someone 
it may not mean that they’re bogus. But it does mean that you should choose a different 
contractor. You won’t trust them, won’t enjoy working with them, and will be unhappy for all 
of the several months required to get a house from permits to move-in. 

http://copybymarte.com/home-building-simplified/
http://copybymarte.com/home-building-simplified/
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Have you read Home Building Simplified yet?  

It really should be the next step you take - before you choose your house plans - before 
you decide where to buy land for your house - and definitely before you set out to hire a 
contractor.  

Priced at less than a can of paint, it can save you thousands 
of dollars - perhaps tens of thousands. Plus, it will take you 
into your home building project knowing what to expect, 
when to expect it, and what your responsibilities are during 
the process.   

Here’s the index:  
Preface: Why this book came into being and why it will help 
you avoid common mistakes and stress while your dream is 
turning into a home.  

Page 5 - Chapter 1: Choosing your land - in which you’ll 
learn how to avoid some common mistakes and choose a 
parcel that suits your dream home.  

Page 8 - Chapter 2: Choosing a house plan - Questions to 
ask yourself ahead of time so you end up with a home that 
has all the features you want and none that you don’t.  

Page 10 - Chapter 3: The Permit Process - Learn how to get through it with all the hair still on 
your head.  

Page 12 - Chapter 4: Choices only you can make (if you want to love your house) -  Here’s 
where you and your housemates need to come to agreement on the details before you can get 
started. Don’t wait to hash it out until the contractor has to have answers!   

Page 19 - Chapter 5: Before you get final bids - The serious talk you must have with your 
contractor (or subcontractors) before you ask for final bids - and what you must see in the bid 
before you accept it.   

Page 21 - Chapter 6: Should you be your own contractor? - Lets you in on just what a general 
contractor does, so you can decide if you want to tackle the job.   

Page 25 - Chapter 7: Organization and procedures - Here’s the order in which the parts and 
pieces turn into a house. You’ll learn why it’s taking so darn long!  

Page 31 - Chapter 8: Regarding loans and building inspections. - What to expect from the 
lender, appraiser, and government officials.  

Page 33 - Chapter 9: Miscellaneous safeguards - Warnings, safeguards, and tips for smooth 
sailing through your home building project.  

Page 37 - Addendum - How to Choose the Right Contractor to Build Your New Home  

Learn more about Home Building Simplified 

https://copybymarte.com/home-building-simplified/
https://copybymarte.com/home-building-simplified/
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Have you already purchased your land?  
If not, read our Land Buyer’s Guidebook first.  

 By its very nature, unimproved land presents hazards not 
found in developed land.   

 Our Guidebook covers everything from choosing the 
right real estate agent to negotiating the purchase. Along 
the way you’ll learn the questions to ask about zoning, 
restrictions, roads, public utilities, and much more.   

Along with text and explanations, the Guidebook includes 
a checklist of 26 questions you can print and take along 
when you’re considering a parcel.   

For your own safety and peace of mind, you must have 
answers to all of them before you sign the closing 
documents.   
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