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574.261 SECURITY IN PLACE OF BOND.

Subdivision 1. Certified or cashier's check.With the approval of the commissioner of
administration and if the amount of the contract is not more than $5,000 a person may make a
contract with the state to do public work and in place of giving the bonds required by section
574.26, submit to the commissioner of administration for deposit with the commissioner of
finance (1) a certified check or cashier's check in the same amount as is required for a performance
bond as security to protect the state, and (2) a certified or cashier's check in the same amount as is
required for a payment bond for all persons furnishing labor and materials under or to perform the
contract. The deposits are security for the payment, as they become due, of all just claims for
labor and materials and for the performance and completion of the contract according to its terms.

Subd. 1a. Letters of credit.Whenever Laws 1994, chapter 419, or other law or home rule
charter requires a performance bond from a contractor doing a public work project of under
$50,000 for a public body, the public body may permit the contractor to provide, in place of the
performance bond, an irrevocable bank letter of credit in the same amount as required for the
bond and subject to the same conditions as the bond.

Subd. 2. Claims. A person entitled to the protection of the deposit in place of a payment
bond and wishing to take advantage of its benefits shall, no later than 120 days after the person's
last contribution of labor and materials was furnished to the public work that is the subject of the
contract, notify in writing the commissioner of administration and the commissioner of finance
of the person's claim, giving the names of the parties involved and the amount and nature of
the claim. If an action is commenced to obtain the benefit of the deposit in place of a payment
bond, a judgment must not be entered within 30 days after giving the notice of the claim and the
state or any person entitled to the protection of the deposit may be admitted on its motion as a
party to the action and the court shall determine the rights of all parties in the premises. In such
suit in which the commissioner of finance is a party, the court may order the commissioner to
make payment among the parties to the suit entitled to payment. If the amount of the deposit is
insufficient to pay the claims in full, the court may direct that they be paid on a prorated basis.
The deposit in place of a payment bond made with the commissioner under this section shall be
held by the commissioner for 120 days after the last item of labor and materials was furnished to
the public work that is the subject of the contract. If a claim is not filed within the 120-day period,
the deposit shall be returned to the person making it. If a claim is filed within the 120-day period,
the deposit shall be disbursed by the commissioner of finance under an order of the court.

Subd. 3. Appropriation. Money deposited with the commissioner of finance under this
section is annually appropriated to the commissioner of finance to carry out this section.
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History: 1965 c 825 s 1; 1975 c 377 s 40; 1986 c 444; 1994 c 419 s 2; 2003 c 112 art 2 s 50
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