—
Building Contractors

o

a residential building contra

io iNGiuGs in a <o

uniess you read the do

you ar

r will explain that the company will work with the homeowner's insurance carrier to

get a good settlement and that the homeowner wiil not have ic pay any mor

ian i
n to contact the insurer. Many of the forms state

[14]
i

VWi LI QORI IT IiFiiisw ey iT: 3% —igs

£ e N . R i
that by signing, the homeowner agrees to have the contractor perform the work allowed by the insurance company in exchange
for the insurance claim proceeds.
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The homeownar may be left with the mistaken impression that they are

signing the document. However, some of these contract i simali print {
hree business days, the homeowner will owe the contractor a percentage (usually
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from 15 to 50 percent) of the total claim settlement.

another contractor they prefer over the original contractor.
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The Minnesota Department of Labor and Industry licenses residentiai buiiders, remodeiers, fooiers and ma
instaiiers. To work in Minnesota, these professionals must be ticensed. If you hire an unlicensed contractor, you will not have
access to the Contractor's Recovery Fund, which is available to compensate consumers who have suffered losses dueto a

contractor's fraudulent, deceptive or dishonest practices.

.

Quick tips

Before you hire a contractor, the Department of Labor and Industry suggests the following.

Ask for the contractor's license number and contact the Department of Labor and Industry at (651) 284-5065 or 1-800-342-:
5354 to verify the builder is currently licensed and to find out if they have a disciplinary history.
Ask the contractor how long and where they have been in business. .
Ask for references and check with former customers to see if they were satisfied with the work.
Ask for a Minnesota business address other than a post office box.
Ask for a local phone number where the contractor can be reached during normal business hours.

Avold contractors that:

arrive in an unmarked truck or van,

ask you to sign an estimate or authorization before you have decided to actually hire them;

appear to be willing to do the job at an unusually low price,;

only provide a post office box for their business address;

require full or substantial payment before work begins; _
refuse to provide you with a written estimate or contract;
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tha total Pnnfrar\t price or how the price will be calcu ! _er_'_f; and

specific timeiines and provisions that address what wiii happen if the contractor faiis to meet the contractuai deadiines.

compensate consumers who suffer a loss due to the contractor s actions.

The Department of Labor and Industry licenses residentia! builders, remodelers, roofers and manufactured home installers.
Before hiring a contractor, the department recommends you ask for the contractor's license number and contact the Department
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of Laber and Industry to verify the builder is licensed. You can alse find out if he or she has been the subject of any disciplinary

action.

The department also advises consumers to ask the contractor for references and check with former customers to see if they were
satisfied with the quality of work performed. Ask how long the contractor has been in business and where, and ask for a
Minnesota business address other than a post office box. Also ask for a focal phone number where the contractor can be reached
during normal business hours.

When shopping for a contractor, avoid hiring any contractor who:

arrives in an unmarked truck or van;

appears to be willing to do the job at an unusually low price;

requires fuli or substantial payment before work begins;

refuses to provide you with a written estimate or contract;

refuses to provide you with a license number issued by the state of Minnesota;
refuses to provide you with references;

shows up at your door unsolicited; or

uses high-pressure sales tactics.

Before signing a contract, make sure it includes a summary of the work to be done, a description of materials, the total contract
price or how the price will be calculated, and specific timelines and provisions that address what will happen if the contractor fails

http:/fwww.doli.state.mn.us/tbe_hiringcontractor.html 4720/2007-.
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The Minnesota Department of Commerce has prepared this guide to help you better understand hiring a

Yo

in addition zo licensing residential buiiding contractors, the Depariment of Commerce has the autherity
to initiate administrative disciplinary action and/or impose civil penalties against the licensee. The
Departivert also has regulatory responsibilities in the insurance, vanking, energy, real estate, securities,
and telecommunications industries. If you have a question about Minnssota consumer protection laws
regarding any of these industries, please call one of the numbers listed on the back of this publication.

The Minnesota Department of Commerce regulates insurance agerts, agencies, adjusters, and companies
operating in Minnesota. If they are licensed to do busingss in the State, they are respensible for adhering
to the laws and rules that govern the industry. This guide does not list all of these regulations. If you
have a question about your insurance, please contact the Department’s Consumer Response Team at
S51-296-2468, or toll free B00-657-5602.
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poor quality construction.

The Minnesota Department of Commerce is the agency respon-

sibie for licensing residentiai building contraciors; it has :‘1e
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The Department also licenses roofers and manufactured home

instailers.

‘The Department has prepared {his brochure principally for those
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home remodeled. It describes the state regulations regarding the
licensing and performance of contractors, recommends steps to

take to help ensure a satisfactory job, and telis what recourse the
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v exenmts certain contractors from the

license requirement, among them contractors who gross less

Althnugh thcqe contractor% are opc,ratln;z lezally mthoui a
iicense, if you hire an unlicensed contractor and suffer a loss,
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at 1 800-657 5602 The Department can venfy if the contractor
has a hcense and also if there are any aLtlons or sanctions on

“onsider the kind of home or remodeling

pro;ect you are plannmg, and make inquiries about the names
of builders who specialize or have experience in that type of
a ' construction, Ask friends or neighbors who have undertak-
en similar projects, or ask building supply companies or
others in the industry. (If you are concerned about design-
ing an energy efficient home or addition, you can call the
Department of Commerce Energy Information Center
(see sidebar, page 9) Call the Belter Business Bureau to
see if it has received any complaints against a particular
contractor. Ask for references, and be sure to contact and ask
former customers if they were satisfied with the quality of the

work or if they encountered any problems. Ask the contractor

2 Department of Commerce




"

1 with a contractor who:

-1z

& Appears to be willing to do the job at an unusually low price.
*

Commerce license number,

& Refuses to provide vou with references.

Asls for bids, Once you have the names of potential contractors
you consider satisfactory, ask them to submit bids. You should
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receive at Jeast three bids on any home construction or major
remodeling project. The bids should be in writing and be fairly
detailed in the scope of the work, type of materials, and total
cost. If time is a factor, an approximate completion date should
be included. Remember that the lowest bid may not necessarily
be the best. If you are building a home, you will want to have a
builders’ risk or appropriately amended homeowner’s policy in
effect from the time construction begins.
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good idea.

Change order clovse. This is an agreement that the contract
cannot be modified without the written consent of both parties.

Schedule of pavients. A down payment is customary, but it
should not be more than a modest percentage of the total job,

Q o
influx of cash to buy material and pay wages, a payment schedule
might be set up based on the amount of work done to date.

Heddback clause: This allows you to withhold payment until
sometime after the job is completed, giving you time to inspect




flood, earthquake, or other natural disaster,

EFroe for two vears fmm mes §}dn§t.'ﬂ] deferts caused by fdulty

'you have it in wrltmg The Department of Commmerce has no
autnomy to mterpret or enforce Um warranty faw, howcver If the
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right to pursue private, civil action to seek dam nages necessary to

remedy the defect or to make up the difference between the value
of the home without the defect and the value of the home with the
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limited to the amount necessary to remedy the defect or breach.

The warranty is limited to the items listed above; it does not
extend, for example, to loss or damage caused by defects in
design, installation, or materials supplied by the owner, or to
damage resulting from negligence or improper maintenance by
anyone other than the contractor. Nor does the warranty cover
damage from dampness and condensation due to insufficient ven-
tilation after occupancy. A complete list of exclusions is found in
Minnesota Statutes Chapter 327A.
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ag(unst the contractor Ifyou ar e und,ble to collect from the con-

against the contractor. If you are seeking less than
$7,500, you may be able to receive the amount within
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vl o \1 5,000 ner contractor. If that amount

has been paid out, or if you are seeking more than §7,500,
you will have to seek a standard recovery, which takes
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ment of Commerce may support or oppose your request for pay-
ment, but the Court will make the decision. One important caution:
there is a limit to the amount that can be paid out of the Recovery
Fund against any one licensed contractor; it is possible, therefore,

that you will not be able to recover your full Judgment. amount if
multiple claims have been filed. Claims filed gbout problems occur-
ring before Dec. 31, 2000, are limited to $50,000 per contractor.
Claims regarding work or problems occurring after Jan. 1, 2001,
are limited to $75,000. This limit is per builder, not per year. To
better protect vourself, you may ask your contractor to obtain a
performance bond for your project; the bond would provide a
specific level of protection for your specific project.
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state the Minnesota law cited above ¢

contractors directly. This contractor’s nom,e mu&.t be given properly
for the contractor to have the right to a lien against your pr operty.

Subcontractors and suppliers must also give you a specific notice

within 45 days of the time the subcontractor first furnishes labor

or materlals.

If you obtain a lien waiver from the subcontractor, or if you pay the

contractor in full before receiving notice from the subcontractor, you
cannot be forced to pay for materials or services a second time if the
contractor fails to pay the subcontractor. If you pay the subcontrac-
tor directly, be sure to get a lien waiver from the subcontractor.

To protect yourself from having liens filed against vour propet
you should have the contractor list in the contract the nap ;
all subcontractors and material suppliers. In addition /
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Department representatwe will discuss the situation wn'h you

2488 or 1-800 65

written complaint, with all the relevant information, requesting
that the Departmcnt nitiate a formal investigation.

Whaen filing a complaint:
& Write in your own words the details of the dispute.

# Include as many details as possible: dates, what was said, poli-
cy and claim numbers, etc,

# Provide copies of the contract and other relevant documents.

& Include a phone number where you can be reached and your .
return address.

Eubmit the

Enforcement Dmsmn
85 7th Place East, Suite 500
St. Paul, MN 55101-2198

Keep in mind that we will likely send a copy of your complaint
letter to the contractor in order to elicit a clear and complete
response. Although we do not have authority to compel a con-
tractor to provide the specific remedy you seek, we can initiate
disciplinary action against the contractor’s license if we deter-
mine that he or she has engaged in violations of the contractor
licensing laws and rules.

& Department of Commerce .
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coornications Divislon GEL-286-1107
Answers questions or compiainis about:
& Mispesetas T PRpniey an
® Minnessto's Telecomnmmications Reeulatory Polloy
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THIECA s ¢

¢

TACIP {(Telecommunications Access for Communication impaired Fersons}

The following two programs administered by the DOC utilize “communication specialists” to transliterate
telephone conversations between hearmg or speech 1mpalred mdmduals and other non-impaired individuals.
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85 Seventh Place Fast

St Paul, MN 55101-2198
651-296-4026
www,commerce.state.mn.us
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