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A BILL FOR
1 An Act relating to retention from payment on public contracts
2 and escrow agreements.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Amend‘House Flle 2323 as passed by the Housa as
ollows.‘ffp‘
¥ "By striking- everythxug after the- enac*lng
Jclause and 1nsert1ng in lieu thereof the followings.
© . "Section’ 1o Chapter five hundred seventy=-three:
‘(573), ‘Code 1877, lS amended by addlﬁg the follow1ng
nev sectlon. '
NEW SECTION. Under anv conuract “““ for ‘A publlc

‘ lmprovement made Or; awardea by a publlc corporatlon
 the ‘céntractor” shall‘be entitled to ‘receiver-any
"1nterest earned by : the‘publlc corporatlon ‘on amounts
‘retalned ‘by" the public: corporation under the ‘provisions:
:n0f sectlon five" hundred seVenty—three poxnt‘xwelve
(573: 12) .of the Code. ”TnuEIESu accruing - ‘to. the
-conuractor under this séction shallbe. pald ‘at’ the -
16,~t1ne -0f payment £0: the. -¢ontractor of- the. re;alned
funds upon which ‘the’ 1nterest is earned.™ :
. 2,..Amend the title, -lines 1 and .2, by. strlklng

- the words. “contracts and escrow. agreements. ‘and
-.Lnsevtlng 1n "lieu: thereof the word contracts.
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Section 1. Chapter five hundred seventy-three (573), Code .
1977, is amended by adding the following new section:
NEW SECTION.

1. Under any contract for a public improvement made or

awarded by a public corporation, the contractor may withdraw 'S
the whole or any amount retained from payments due the
contractor by entering into an escrow arrangement with a bank
and depositing with the bank money or securities, or Both,
having a market value of net less than one hundred five percent
of the amounts withdrawn. The securities or money deposited,
or both, shall constitute the fund described in section five
hundred seventy-three point thirteen (573.13) of the Code.

If requested by the contractor, the public corporation shall
deposit with the bank the whole or any amount retained from

the payments due the contractor.

2. The escrow agreement shall provide for the deposit
of securities or money, or both, by the contractor for the
use and benefit of the public corporation. It shall be in .
the form and contain provisions approved by the attorney
general. The securities deposited with the bank shall be
bonds or other evidences of indebtedness issued or guaranteed
by the federal government, the state, or one of its political
subdivisions if the obligations are wvalid and legally
authorized and issued.

3. The bank shall notify in writing the proper officials
of the public corporation for which the deposits are made,
stating the total current market value of the deposit and
thét the deposits are held for the use and benefit of the
public corporation as a replacement for retained payments
due the contractor. The bank shall collect all interest or
income from the securities or monetary deposits, or both,
and shall pay it when collected to the contractor. The escrow
deposits provided in this section shall be in a bank which
has been approved as a depository for public funds as provided
in chapter four hundred fifty-three (453) of the Code. .
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Sec. 2. This Act is effective January 1, 1979.
EXPLANATION
This bill dcals with the retainage withheld from progress
payments to contractors on public improvements. It permits
the contractor to enter into an escrow arrangement with an
approved bank for the deposit of securities or money, or both,

for the use and benefit of the public corporation. CUpon
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securing the escrow arrangement, the contractor can withdraw

his or her retainage from the public corporation. This

procedure does not alter the requirement that a contractor

file a performance bond for the project.
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SENATE CLIP SHEET
MAY 15, 1978

HOUSE FILE 2323
FISCAL NOTE

DATE: MAY 10, 1978

REQUESTED BY: SENATOR EUGENE HILL
In compliance with a written request received May 3 , 1978 , there is
hereby submitted a Fiscal Note for __ House File 2323 pursuant to Joint Rule 16.

Background information used in develeping this Fiscal Note is available from the
Legislative Fiscal Bureau, to members of the Legislature upon request.

House File 2323, An Act relating to retention from payment on
public contracts and escrow agreements.

This bill deals with the retainage withheld from progress
payments to contractors on public improvements. [t permits the
contractor to enter into an escrow arrangement with an approved
bank fcr the deposit of securitias or money, or both, for the
use and benefit of the pubiic corporation. Upan securing the
escraw arrangement, the contractor can withdraw his or her
retainage from the public corporation. This procedure dges not

‘ aiter the requirement that a contractor file a performance tond
for the project.

Additiora?
£st. Annual Interest
Contract Amt, of 7%
Department of Transportation $ 70,000,000 $ 294,000
30ard of Regents 21,400,000 . 147,509
General Services 7,766,567 167,284
Total ' $ 99,166,667 $ 608,294

The lowa Association of Counties and League of lowa Municipalities
were ynabie to give an estimate on the fiscal effect of this bill.

SQOURCES: DEPARTMENT OF TRANSPCRTATION
BOARZ OJF REGENTS
GENERAL SERVICES
IOWA ASSCCIATICN QOF CQUNTIES
LEAGUE OF IOWA MUNICIPALITIES

FILED: BY GERRY RANKIN, DIRECTOR
MAY 12, 1878 LEGISLATIVE FPISCAL BUREAU
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