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1 1 Section 1. Section 91C 4, Code 1995, is anended to read as
1 2 follows:
1 3 91C. 4 FEES
1 4 The | abor commi ssi oner shal

— collect an
1 5 annual fee for registration

as follows:

8 1. Fifty dollars fromevery person who acts as a genera

9 contractor, as defined in section 91C 15, engaged in the

10 business of new hone construction. & the anmpunt coll ected
11 pursuant to this subsection, twenty-five dollars shall be

12 retained by the division of |abor services to be used for

13 costs related to the administration of this chapter. The

14 division shall transfer the remaining twenty-five dollars to
15 the office of the attorney general to be used for costs

16 related to the adninistration of this chapter.

17 2. Thirty-five dollars fromevery other person engaged in
18 business as a contractor. Anmpunts collected pursuant to this

19 subsection shall be retained by the division of |abor services
20 to be used for costs related to the adnministration of this

21 chapter.
22 Sec. 2. NEWSECTION. 91C. 15 DEFIN TIONS
23 As used in this subchapter, unless the context otherw se
24 requires:
25 1. "Ceneral contractor" neans a person who owns or
operates a new honme construction business, or who offers to
27 undertake, or agrees to perform the construction of a new
28 home. "Ceneral contractor" does not include a subcontractor
29 who contracts or subcontracts with a general contractor for
30 the provision of property, materials, or services for a new
31 hone construction contract.
32 2. "Hone" nmeans a new single-famly residence.
33 Sec. 3. NEWSECTION. 91C 16 GENERAL CONTRACTOR BONDS
34 1. In addition to the bonding requirenments of subchapter
35 1, a general contractor doing business in this state, before
1 offering or entering into a new hone construction contract,
shal |l furnish a surety bond to the attorney general, executed
by the contractor as principal and executed by a surety
company licensed and qualified to do business in this state.
2. The bond shall be in a form approved by the attorney
general and shall be in the anpbunt of fifty thousand dollars
and for the indemification of any person who enters into a
new hone construction contract with the general contractor
fromany | oss or damage caused by the failure of the genera
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contractor to comply with the provisions of this chapter,
chapter 537, or section 714.16, or rules adopted by the
attorney general under these provisions. The aggregate
liability of the surety shall not exceed the anount of the
bond.

3. The attorney general may file an action in district
court to recover bond proceeds on behal f of persons who have
incurred | oss or danage caused by the failure of a genera
contractor, required to furnish a bond pursuant to this
section, to conply with this chapter, chapter 537, or section
714. 16

4. A person who has incurred | oss or danage caused by the
failure of a general contractor, required to furnish a bond
pursuant to this section, to conply with this chapter, chapter
537, or section 714.16, may file an action in district court
to recover against the bond an anmpbunt sufficient to recover
such | oss or danage.

Sec. 4. NEWSECTION. 91C. 17 ADDI Tl ONAL GENERAL
CONTRACTOR BOND — DEPOSI T.

1. A general contractor, in addition to the bond
requi renents under sections 91C 7 and 91C. 16, shall naintain
as security, evidence of financial responsibility as approved
by the | abor comnissioner, in consultation with the attorney
general . The security shall be either a bond or cash deposit
in an amount which is equal to a mninmumof two percent of the
total contract ampunt associated with the construction of a
new honme. The | abor comm ssioner shall approve the security
bef ore commencenent of construction by the general contractor.

2. A surety who issues a bond nust be approved by the
| abor conmi ssioner. A copy of the bond shall be filed in a
manner and accordi ng to procedures approved by the | abor
commi ssioner. A cash deposit shall be filed with the
treasurer of state in a manner and according to procedures
approved by the treasurer of state in consultation with the
| abor conmi ssioner and the attorney general. The treasurer of
state shall not refund a deposit until notified by the
attorney general that the general contractor has satisfied the
requi renments of this chapter related to the deposit, a bond
has been filed with the commi ssioner in conpliance with this
section, or after one year, whichever occurs first.

3. The security shall be in favor of the state for the
benefit of any person entering into a contract with the
general contractor for the construction of a new hone and who
incurs a |l oss or damage caused by the general contractor but
which is not discovered until after conpletion of the
contract.

4. The attorney general shall adopt rules establishing a
nmedi ati on procedure for determning the validity of clains and
the amount, if any, to be paid to the injured hone owner.

5. This section shall not be construed to linit any other
rights or duties of the general contractor or the hone owner
provi ded by statute or conmmon | aw.

Sec. 5. NEWSECTION. 91C. 18 LIEN RELEASES.

A general contractor and a subcontractor shall provide to a
purchaser of a new hone a rel ease or waiver of any liens or
encunbrances on the property related to the construction of
such hone at the time of, or prior to, the closing of the
fi nanci ng agreenent between the nortgagee and the purchaser.

Sec. 6. Sections 91C. 15 through 91C. 18, as enacted by this

Act, shall be codified as a separate subchapter in chapter
91C.
EXPLANATI ON

This bill establishes new sections relating to new hone
construction. The bill establishes definitions for terns
i ncluding "general contractor" and "hone". "Home" is defined
as a new single-fam |y residence.

The bill requires a general contractor doing business in



oo b DMDRMAMDMDIMADMNDIMIAEDIMDIMDIADMDMDIADIMDMDIADMDMDIADADDIDSAD
N
@]

5 10
5 11
5 12

this state, before offering or entering into a new hone
construction contract, to furnish a surety bond to the
attorney general, executed by the contractor as principal and
executed by a surety conpany |icensed and qualified to do
business in this state, in the anmbunt of $50,000 and for the
i ndemi fication of any person who enters into a new hone
construction with the general contractor fromany |oss or
danmage caused by the failure of the contractor to conmply with
the provisions of chapter 91C, chapter 537, or section 714.16,
or rul es adopted by the comm ssioner of |abor or the attorney
general under these provisions. The aggregate liability of
the surety shall not exceed the anmount of the bond

An action for indemification of an injured party may be
brought by the attorney general or the person who has incurred
| oss or dammge caused by the failure of a general contractor,
required to furnish a bond pursuant to this section, to conply
with chapter 91C, chapter 537, or section 714.16

In addition to the bonding requirenments of section 91C. 16,
a general contractor doing business in this state, before
offering or entering into a new home construction contract, is
also to furnish a deposit or a surety bond to the attorney
general , executed by the contractor as principal and executed
by a surety conpany licensed and qualified to do business in
this state, which is equal to a mninum of 2 percent of the
val ue of the contract. The deposit or bond shall be
mai ntai ned for a period of one year after the conpletion of
the contract and avail able to conpensate a new honme owner who
incurs a |l oss or damage caused by the general contractor but
which is not discovered until after conpletion of the
contract.

The attorney general shall adopt rules establishing a
procedure for deternmning the validity of clains and the
anount, if any, to be paid to the injured home owner.

The bill also provides that a general contractor and a
subcontractor are to provide to a purchaser of a new hone a
rel ease of any liens or encunbrances on the property rel ated
to the construction of such home at the tine of, or prior to,
the closing of the financing agreenent between the nortgagee
and t he purchaser.
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