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SUMMARY

The Idaho Supreme Court affirmed summary judgment dismissing the Skinners’ negligence claim
against U.S. Bank Home Mortgage. The court held that although U.S. Bank acted as an escrow holder
for insurance proceeds, it did not assume a fiduciary duty to inspect construction quality or ensure that
the contractor was not overpaid. The court also declined to decide the validity of an indemnification
provision because the issue was not raised below and rejected the claim that U.S. Bank had a duty to
sue the inspection company.
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QUESTIONS PRESENTED

1. Whether U.S. Bank, while holding insurance proceeds in escrow, owed the Skinners a fiduciary duty or
duty of care to inspect the quality of construction and ensure that the contractor was not overpaid.

2. Whether U.S. Bank exercised complete control over the insurance proceeds so as to create a fiduciary
duty under Idaho law.

3. Whether the Skinners could challenge the validity of the indemnification or exculpatory provision for
the first time on appeal.

4. Whether U.S. Bank had a duty to sue Safeguard on the Skinners' behalf based on Safeguard's allegedly
negligent inspection report.

HOLDINGS

1. U.S. Bank, although acting as an escrow holder and bound to strictly comply with the escrow agreement,
did not assume a fiduciary duty to inspect the property for the Skinners' benefit, ensure that the
contractor properly performed, or prevent contractor overpayment.

2. U.S. Bank did not exercise complete control over the funds; therefore, the Bank did not owe the
Skinners a fiduciary duty to ensure construction quality or prevent contractor overpayment.

3. The court would not decide the validity of the indemnification provision because the issue was neither
raised nor decided in the district court.

4. U.S. Bank had no duty to bring suit against Safeguard on the Skinners' behalf.

KEY QUOTATIONS

“Although U.S. Bank acted as the depositary in escrow, and was absolutely bound by the terms and
conditions of the deposit and charged with a strict execution of the duties it voluntarily assumed, we hold that
the Bank did not assume a duty of inspecting the property for the Skinners’ benefit to ensure that the
contractor had properly performed or that the contractor was not overpaid for its services.” (at 8-9)

“Consequently, it was the Skinners—not U.S. Bank— that had ultimate control over the disbursement of the
funds.” (at 9-10)

“We hold that the district court correctly determined that U.S. Bank has no duty to bring suit against
Safeguard.” (at 12)

FACTUAL BACKGROUND

A fire destroyed the Skinners' insured home while U.S. Bank held a deed of trust securing their mortgage. Under
the deed of trust and related communications, the Bank held insurance proceeds in a restricted escrow account



and released them in progress payments, with checks payable jointly to the Skinners and their contractor. After a
Bank-retained inspector reported that construction was 65% complete, the Bank released a second draw; the
contractor later abandoned the project, and subsequent inspection revealed that the earlier completion estimate
had been overstated. The Skinners alleged that the Bank negligently disbursed funds, failed to inspect
construction quality, and owed fiduciary duties to prevent contractor overpayment.

PROCEDURAL HISTORY

The Skinners sued their contractor for breach of contract and later amended their complaint to assert negligence
and fiduciary-duty theories against U.S. Bank concerning disbursement of insurance proceeds. The district court
granted U.S. Bank summary judgment, later denied reconsideration, and dismissed the Skinners' claims against
Safeguard as well. The Skinners timely appealed but challenged only dismissal of their claims against U.S.
Bank.
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