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State Law Mandates Special Assessment to Replenish the Homeowner

 Construction Lien Recovery Fund to Protect Consumers & Licensees 
NOVEMBER 16, 2004 – The Department of Labor & Economic Growth (DLEG) is mailing out $50 special assessments notices this week to licensed residential builders and contractors to replenish the Homeowner Construction Lien Recovery Fund (“Fund”) as required by state law. 

The state law, PA 497 of 1980 as amended, requires this assessment in order to replenish the Fund’s balance to cover judgment payments, legal costs and administrative expenses to continue operation to protect homeowners and licensees. Payments are due on or before January 14, 2005.
Prior to the Fund’s creation, if a homeowner had completely paid the contractor for the work done, but the subcontractors, suppliers or laborers were not paid for materials or labor they had furnished, the loss was often borne by the homeowner. The Fund being named as a “defendant” party in a circuit court lien foreclosure proceeding protects homeowners from having a construction lien put on their home, and prevents homeowners from having to pay twice for the construction project and possibly losing their home. Also under the Construction Lien Act, unpaid subcontractors, suppliers or laborers may present their claims to the Fund. 

Since its inception in 1982, the Fund has received more than 2,600 cases equaling $35.9 million worth of construction liens against residential properties. 

“In the early years, the Fund saw little activity. However claims have continued to climb over the years. Just in the past five years, the Fund has been averaging 187 claims and paying $512,000 a year,” DLEG Director David C. Hollister said. “While no one likes receiving notice of an assessment, this $50 fee is required by law and allows the state to provide a much-needed safety net for the consumers and licensees we serve.“

The special assessment impacts approximately 96,000 members, which includes all currently licensed residential builders, maintenance and alteration contractors, electrical contractors, plumbing contractors, mechanical contractors and non-licensed subcontractor/supplier members.  Failure to pay the assessment fee will negatively affect one’s membership in the Construction Lien Recovery Fund, resulting in loss of legal remedies currently available to Fund members under the Construction Lien Act and also prohibits licensees from renewing their license until the special assessment is paid.  

The Fund, which is administered by DLEG’s Bureau of Commercial Services – Office of Administrative Services, has paid out more than $5.9 million in claims to date.  The office is responsible for processing and maintaining claim files and membership records, making payments from the Fund, coordinating legal representation for the Fund from the Attorney General’s Office, and disseminating general information about the Fund and the Construction Lien Act.

A Construction Lien Fund Assessment Information Hotline - (517) 241-8312 is available from November 15, 2004 through February 13, 2005 to answer specific questions regarding the assessment. Additional information may also be obtained by visiting the website at www.michigan.gov/constructionlienfund.  
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