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amount in settlement of a claim or toward satisfaction of a judgment against a 
licensee, the license shall be automatically suspended upon the effective date of 
an order by the court authorizing payment from the fund. No licensee shall be 
granted reinstatement until the licensee has repaid in full, plus interest at the 
rate of 12 percent a year, twice the amount paid from the fund on the licensee’s 
account, and has obtained a surety bond issued by an insurer authorized to 
transact business in this state in the amount of at least $40,000. 

Sec. 7. INTENT TO CLARIFY. 
fly making rlre amendment i_n section 6, ’th_e legislature i_s clarifying Q origi- 

rral intent o_f t_l1_e_ contractor’s recovery §1rrrc_i la_w, Laws 1993, chapter fl, section 
;%_6_, @ i_t was enacted. _'1“l1_e contractor’s recovery fund replaces Q earlier 
bonding requirement Let forth i_n Minnesota Statutes, sections 326.84 and 
326.945. Approximately one-half 9_f tfi residential building contractor licensees 
p_a_ic_1 ii th_e contractor’s recovery fund o_n March Q1 1994. Line remaining 93¢; 
mag Q, pursuant t_o Minnesota Statutes section 326.945, gill subject t_o th_e 

bonding requirement until March 3_l, 1995, E 11} option rg pay i_nt_o t_l'rg cg); 
tractor’s recovery _fu_11ci earlier. 

it @ intended that me contractor’s recovery fund b_e available t_o Ey 
claims against only those licensees who hid paid into th_e contractor’s recovery 
fund, and _n;n against those gill subject t_o rr1__e_ bonding reguirement. 

Sec. 8. EFFECTIVE DATE. 

Se;ior_1_s_ _1_, 35 4, E L are the Qy following f1_r1_21_l enactment. 
Section Q i_s effective retroactive t_o April 1, 1994. 

Presented to the governor May 15, 1995 
Signed by the governor May 17, 1995, 1:54 p.m. 

CHAPTER l70—H.F.N0. 1159 

An act relating to real property; authorizing municipalities to establish trust or escrow 
accounts for proceeds firom losses arising fiom fire or explosion of certain insured real prop- 
erty; authorizing municipalities to utilize escrowed funds to secure, repair, or demolish dam- 
aged or destroyed structures; proposing coding for new law in Minnesota Statutes, chapter 
65A. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. [65A.50] TRUST OR ESCROW ACCOUNTS; INSURED 

REAL PROPERTY FIRE OR EXPLOSION LOSS PROCEEDS. 

New language is indicated by underline, deletions by str-ileeeué.

Copyright © 1995 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



545 LAWS of MINNESOTA for 1995 Ch. 170 

Subdivision L DEFINITIONS. (Q) “Municipality” means statutory pg home 
t'pl_e_ charter c_ity g town. ‘ 

(Q “Final settlement” means Q determination o_f tt1_e_ amount gig Qpg owing 
tg tip; insured, 3); Q lpg _t9_ insured r_<3z1_l property, py Qty o_f tl_1_e_ following means: 

Q) acceptance pf Q proof o_f tgg py Q insurer‘, 
Q) execution 9_f_’ Q release py tl_1p insured; 

Q) acceptance pf Qp arbitration award l_)y both tli_e insured Qppl Q insurer,‘ 
or 

(ft) judgment _o_i_' Q court pf competent jurisdiction. 

Subd. A PARTIAL WITHHOLDING FROM SETTLEMENT PAY- 
MENTS; NOTICE. Except _a_s otherwise provided i_n tltip section, yv_it_h_ respect tp 
insured te_Qt property located tr_1 Q municipality which 11_Q§ elected t_q apply tt1i_s_ 

section Q_s_ provided ip subdivision 1_2_, W_lie_r1_ Q _c_l2ln_ i_s _fi_leg tcp Q l_<_>_s_s t_o_ insured 
_r_gQ1 property gig _t9_ fi_r_e gr; explosion Qn_d Q _fj_r_1Qt settlement i_s reached pp tl_1§ lo_s§ 
tp the insured teQl property, Qp insurer s_h_a_lt withhold from payment g percent 
9_f_t;l1_e actual gfl value 9_t_‘tl1_e insured QQ1 property _a_‘: tltg Egg o_f the l_o_s§ pt 1_5_ 
percent _o_f tpg t‘1pa_l settlement, whichever i_s l_e§s_. Q t_11e_ _t_i_rpg tl_i_at tg percent 9_f_‘ 

flip settlement o_r judgment i_s_ withheld, th_e_ insurer shall g_iy_;e_ notice o_ft_l1e_ with- 
holding tp _t_h_e treasurer pf fl1_§ municipality _ip which thg insured [Q property is 
located, _t_Q fig insured, Qpg tg Qrty mortgagee having QQ existing tigm p_r_ pepg 
against E insured ;§Ql property, Q‘ th_e_: mortgagee is named Q th_e policy. _I_r_1 gig 
_qQ§g pf Q judgment, notice shall Ql_s_g l_>_e_ provided t_o_ t_l_1_e court i_n which judgment 
w_Q_s entered. I13 notice _s_lta_l1 include gpl pf tlg following: 

(_l_) _tti_e identity fld address pf _t_l_l_q insurer; 

(Q location 9_f_‘1;l1_e insured _I‘_6§._l property; 
(1) 1:3 dQ_t_p pf loss, p_olicy number, Qn_d claim number; 

§_5_) tfi amount pf money withheld; 
(Q) Q statement Q the, municipality E have thg withheld amount m1_i_q 

i_nQ Q trust pg escrow account established Q th_e purposes _o_f tpts section p‘ it shows cause, pursuant tp subdivision §, within _l_§ g1_Qy§ fl1_Qt tl1_e money should l_3_g 
withheld _t_c_> protect fie public" health Qrfi safety, otherwise t_h_e withheld amount M l_)_e gig tp E insured a_t _t_lQ§_ expiration o_f _l__5_ gQy_s_',E 

(_7_) Qp explanation pf t_h_e provisions o_f th_i_s_ section. 
Subd. _3_. ESCROW PROCEDURE. _I_p order @ Q municipality tg escrow 

t_h_<_: Qmount withheld pay the insurer, a_npi t_o retain tt1a_t amount, tl1_e following 
procedure shall ‘Q used. . 
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tit) _A_n alfidavit prepared by th_e chief tig oflicial E another authorized pep; 
resentative _o_ftt1_e municipality designated py the governing body o_f E munici- 
pality tltet the damaged insured structure violates existing named health prtct 
safety standards requiring tlg escrow Q t_h_e withheld amount _a§ surety tqt fire 
repair, replacement, o_r removal o_f th_e damaged structure eltafl constitute cause 
t'o_r Q escrowing 9_f t_h_e withheld amount. 

(Q) tp tlte _(_:_2_1_§e pf gt settlement the aflidavit _st1_afl Q se_nt t_o th_e insurer, th_e 
insured, _at1_(t apy mortgztgees. Upon receipt 9t‘tl1_e aifidavit, th_e insurer gall fpr_- 
ward file withheld amount ftp th_e treasurer o_f Q municipality ppg ehill provide 
notice o_f‘tl1_e forwarding ‘Q th_e insured @ a_ny mortgagees.

~ 
(Q I_n th_e gag pt" g judgment, the affidavit L11 pe pe_n_t t_o @ insurer, the 

insured, fly mortgagees, _a_nt1 th_e court i_n which @ judgment LS entered. 
Upon Q motion o_f me municipality, t_lte court gag order tl1_e withheld amount 
t_o Q transmitted t_o tfi treasurer _o_t‘ tlg municipality. 

(ti) Within £1 c_lp}§ after th_e escrowing pt‘ t_h_e withheld amount under gig 
section, tl1_e municipality fly apply t_o tl1_e district court fg declaratory relief i_n gig tp establish it_s rights tg tt1_e policy proceeds @_l_c_l Q escrow py tlte munici- 
pality. % municipality slill have s_uelt a_ right tg tlg proceeds upon p showing gg tlg health, safety, aid welfare gt‘ tlg inhabitants o_f fie municipality @ lg 
ieopardized unless @ proceeds a_re retained py t_lie_ municipality. I_f declaratory 
relief i_s granted, tlte court issue ap order permitting ’th_e municipality t_o 
retain tlte proceeds Q requested, i_n accordance E the provisions o_f E gep; 
tipn, tg pe tpseg Q provided i_n tlfi section. _I_f_'tl1_e municipality _f2ti_l_s_ t_o apply to_r 
declaratory relief within the 30-day period, Q‘ i_f declaratory relief i_s denied, th_e 
municipality shall immediately return tp th_e insured th_e proceeds Q i_n 
escrow. 

Subd. 3, DEPOSIT IN TRUST OR ESCROW ACCOUNT; RELEASE OF PROCEEDS TO MORTGAGEE. Upon receipt pt money _2tn_d information from 
a_n insurer Q prescribed i_p subdivisions g g g, tl_1e @ treasurer sh_all record 
t_l_i_e_ information §t1_d_ th_e Qte pf receipt pt" the money £1 shall immediately gg 
pgit th_e money Q g ttu_s_t pt escrow account established tg purposes o_f @ gap; 
ti_ox_1_. I_l_1e account may pe interest-bearing. _I_f Qe mortgage pp tfi insured pgp_- 
egty _i§ i_n default, tg treasurer pt @ municipality, upon written request from p 
gt mortgagee o_f property @ respect t_o which policy proceeds were withheld 
fig placed ii e t_1;_u_st 9_r escrow account under subdivisions _2_, §t a_nct _t_hts_ s_uQ 
division, g1§_l_l release tp @ mortgagee gp g _a_rty pa_rt o_f E policy proceeds 
received l_)y tlte municipality wi_tl_i respect t_g tlLt property, Lt lati tli tep 
glgfi @ receipt pf fie written reguest py th_e mortgagee, tc_> t_lte extent neces- 

fly t_o satisfy gtrty-outstanding ti_et1_ 0_f tt1_e_ mortgagee. 
Subd. _§_. COMMINGLING OF FUNDS; RETENTION OF INTEREST. 

Excem g provided i_n subdivision §, money deposited i_n a_n account pursuant tg 
subdivision ft still n_ot pe commingled @ municipal funds. glpy interest 
earned 9p money placed i_n gt t__r1_1_§t pt escrow account in lg retained py file 
municipality t_o defray expenses incurred under fie section. 
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Subd. 3 RELEASE OF DEPOSITED PROCEEDS TO INSURED. Except 
pg provided i_n clause Q), J3 policy proceeds deposited under subdivision §1_ 

s_lr§_l_l immediately pp forwarded pg glip insured when t_h_§ chief _fpg>_ official gg 
another authorized representative 9_i_‘ fig municipality designated py gig govern- 
i_i_i_g body o_f tli_e municipality receives pi; i_s shown reasonable proof pf apy Q‘ mp 
following: 

Q) t_l;a1 ;l_i_p damaged g destroyed portions pf tfi insured structure have 
been repaired 9_r replaced, except t_o_ fig extent that th_e amount withheld under 
t_l_ii§ subdivision i§ needed t_o complete repair pi: replacement; 

Q) t_h3_t pp damaged 9_r_ destroyed structure pn_d a_rp; ppd pll remnants 9_f t_lie_ 
structure pgyp @ removed frpip t_h_e_ _1pp_c_l_ pp which t_hp structure 9_r §li_e rem- 
nants 9_i_" mg structure were situated, py tli_e_> owner o_r py a_n\y 9_t_h_e_r person, _ip 
compliance @ t_hg lpc_z_rl c_q51p reguirements pf t_lie_ municipality Q which t_h_e 
structure yv_a_s located; Q‘ 

(_3_) mat t_h_<; insured l_1§.§ entered iptp p contract :9 perform repair, _rgplace- 
ment, 9; removal services _w_i_m respect _tp t_h_e insured ;§g_l property gpd Q11 13: 
insured consents 19 payment pf funds directly 19 mg contractor performing t_l1§ 
services. Funds released under gl;i_s_ clause r_n_ay Q forwarded <_>p_ly tp p contractor 
performing services o_n _t_l_l£ insured property. 

Subd. _L REASONABLE PROOF. Reasonable proof required under subdi- 
vision _6_ shall include ppy pf t_h_e_ following: 

§_l_) origipgp pi; copies o_f pertinent contracts, invoices, receipts, §1_r_ig other 
similar papers evidencing pp;l_i_ mg @ performed 9; t_o pp performed gig pip 
materials u_§e_c_i_ pi; t_9_ pp pspd py g_ll contractors performing repair, replacement, 
9; removal services mp respect 19 gig insured _r_e_2p property, p’th_er ;l_ig_p p ppm 
tractor subject 19 clause Q); 

Q) pp affidavit executed py flip contractor which pg performed t_l_i_e_ greatest amount o_f repair pr r_ep_1§_1cement work Q fig structure, 9; which as done most 
_o_f glyg clearing gpd removal work if structure repair o_r replacement i_s ppt _t_g 3 
performed. Illg contractor flail attach t_o mg affidavit pl_l pertinent contracts, 
invoices, _a_n_d receipts gn_d s_h_all swear t_l_i_a; these attached papers correctly indi- 
g1_t§ fl_1_§ nature grycl extent o_f t_l_i_e work performed pg (i_at_e py tpg contractor z_1n_d_ 
gig materials pgegg Q 

(32) gm inspection pf LIE insured gal property j;_c_>_ verify that repair, replace- 
ment, gg clearing gig been completed i_n accordance with subdivision Q 

Subd. p USE OF RETAINED PROCEEDS. I_f_‘ with respect t_o Q loss, peg 
sonable proof i_s rm; received py _o_r shown _t_(_)_ e_1 _l'_l_I_'§ official pg another authorized 
representative pf php municipality designated py plyg governing body o_f phg 
municipality within fl_5_ days after 1h_e policy proceeds portion wag received py 
_t_h_§ treasurer, t_hp municipality shall p§p tfi retained proceeds t_0_ secure, repair, 
o_r demolish gpg damaged _0_l' destroyed structure a_nd clear gh_e property ip ques- 
tion, _s_9_ that [hp structure ppg property _a_r§ i_n compliance with local code 
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reguirements £1 applicable ordinances o_f Qp municipality. Any unused portion 
pf tfi retained proceeds shall _b_g returned 19 ph_e insured. 

Subd. 3 PROCEEDS NOT INCLUDED. A _fLal settlement L111 pp; 
include tl1_e payment o_f policy proceeds fpr personal property pp contents dam- 
pgp _q_r_ Q additional coverage n_op contained i_p 313 fi_re_ coverage portion pftl1_e 
prp insurance policy. 

Subd. Q IMMUNITY FROM LIABILITY. There shall n_ot pp liabilityQ 
tfi at pf‘; ppg p cause 9_f action shall pg; arise against, pp insurer _o_r a_n agent 
gp employee o_f pp insurer E withholding g transferring money ip flip course o_f 
complying pr_ attempting Lg comply with t_lp_s_ section. 

Subd. A APPLICATION OF SECTION; AMOUNT OF SETTLE- 
MENT. This section applies only ‘Q final settlements which exceed Q percent _c_>_f 

_t_l§ insurance gt th_e insured ppg property. 

Subd. _1_2_. APPLICATION OF SECTION; ELECTION; LIST OF ELECT- 
ING MUNICIPALITIES. _’l'Lis section applies pply t_q property located i_n p 
municipality i_f_‘ th_e municipality, pursuant t_o p resolution l_>_y t_l_1p governing body, 
notifies tpp commissioner i_p writing Q13 ]:_f_l§ municipality pg established p gig; 
o_r escrow account t_o IE id §_s prescribed i_n E section pp(_l intends t_o y_n_i_- 

formly apply Qip section _v_v_ifl respect t_o a_ll property located within php munici- 
pality following written notification t_g mp commissioner. LIE commissioner 
_sp_a_ll prepare gig distribute p li_s_t _o_f a_ll municipalities which h_av_e elected jtp 

apply pp section t_o a_ll insurance companies transacting property insurance ip 
this state. 

Subd. Q RETENTION ON LIST. A municipality shall remain pp tfi ps_t 
until p written request _fg deletion l'_1p_s been received py tfi commissioner fl‘l_(I_ 
t_l1§_ amended pg; pap been prepared pursuant t_o mi_s_ subdivision. 

Subd. _fl ADDITION TO LIST. A municipality gay ppply t_q pp added Q 
Q9 lis_t py making p written request fpr_ addition t_O_ tpp commissioner. When p 
written request Lop’ addition from p municipality E been received l_)y _t_h_6 com- 
missioner, pp amended li_st shall 3 prepared pgd distributed indicating tpp addi- 
tion. "l_‘l1_e addition _spp1 13 effective Q ghp % specified ‘py tl1_e commissioner ip 
tpp amendment. Line commissioner _sppl_l notify mp municipality ppp insurance 
companies o_f &e_ effective gia_te pftl1_e addition which plill E effective n_o_t legs 
th_an Q gy_s after receipt gfi notice py tpp insurance company. A municipality 
_s_hpll _x_1_c_)_t_ apply pip section @ respect t_o a_ny lpg which occurred before t_h_e_ 

effective <i_at__p p_f_‘ tlg addition. 

Subd. 3; DELETION FROM LIST. A municipality _n_1py cease tp apply 
flié ___S60ti0n E: E L__eFi0d 0_f I1_0_t 16_S§ 9&1 iii jmonths 21292 n_0t 129.8. t11_a2 E EYE 
written notice 19 Q; commissioner. After receipt pf request ‘Q Q deleted from 
tfi li_s_ty fig commissioner shall prepare pn_d distribute pp amendment t_o _t_l'1_e l_ipt 

indicating th_e deletion. T_he deletion flpll Q effective pp th_e glptp specified py 
gig commissioner i_n_ _t_h_e amendment. T_l1_e_ commissioner _s_l£ll notify tpp munici- 
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pality ppd insurance companies pf t_h_e effective 1 pf tpg deletion which £11 
pp effective pg l_e_ss_ tl_1_gr_1 E c_le_1y§ _aft§_r receipt pf ply; notice l_3y tl1_e_ insurance 
company. A municipality shall continue ‘Q apply th_i§ section ygtp respect 19Q 
l_o_s_s which occurred before tli_e effective giptp _c_>_f mp deletion notwithstanding th_e 
deletion.

~ 
Subd. _l_6; EXCEPTIONS TO WITHHOLDING REQUIREMENTS. Lire 

withholding reguirements o_f pap section pip p_o_t apply Q‘ a_ll pf tfi following 
occur: 

Q) within _l__§ days after agreement 9_n_ Q final settlement between tli_e_ insured 
_2_1_r_i_d tfi insurer, tfi insured Mp filed with t_h_C_ insurer evidence o_f a_ contract t_o_ 
repair a_s described i_n subdivision 1; 

(2) Jig insured consents tp flip payment o_f funds directly ftp flip contractor 
performing thp repair services. Funds released under tp_i_§ clause my l_)_e_ f_op-_ 

warded gyly tp p contractor performing tl1_e repair services pp gig insured prop- 
:c.:.t1; £151 

Q) 9_r_1 receipt pf fl'1_e contract t_o repair, tlg insurer gives notice 39 thp munic- 
ipality ip which t_h_e_ property is situated [1311 there will pp; pg _a withholding 
under t_h_i_s_ section because o_f_t_l_1p repair contract. 

Subd. _l_L DEMOLITION COSTS OR DEBRIS REMOVAL COSTS AS PART OF FINAL SETTLEMENT; WITHHOLDING. l_f mg insured g_r_1_d glyg 
insurer have agreed o_n _t_i_1_§ demolition costs 9; t_l;_e_ debris removal costs §_s_ pa_11 
9_f th_e _li_r_1_zfl settlement pf thp [Q1 property insured claim flip insurer $111 with- 
l_1_gl_cj ppp p_f t_l3_e following sums, whichever s_u_rp is gllg largest, a_n_<_i_ §p_a_ll ggy jig; 
ppm ip accordance \_N__i_tp grip section: 

Q) flip agreed gait pf demolition g debris removal‘~ 
Q) _l_5_ percent o_f t_l_l_e actual cash value o_f t_h_g insured rpgl moperty _a_t tfi 

time o_f loss; g 
L32L§B§m_eIE9£fl1£irfl___Sett1em6nt1ffl1£m_SL1_E%QE_§l2LQn'fl¥fl§i_n; 

Sec. 2. EFFECTIVE DATE. 
_T_h.i§ 19.1. i_S fitixsz J_a.n_1£I1 L 1922 
Presented to the governor May 15, 1995 
Signed by the governor May 17, 1995, 1:56 p.m. 
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