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A BILL FOR 
l 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: 

5 

6 

7 

8 

9 

HOUSE FILE 23 23 
~·· "'· . -~ ... ....,-;-----·· 

..• f Amend House File 2323, as P<ISSed by the House as 
2 · follows: _· .' '•' . 
·3· l.'"'By,'strikingev:ecytn.i:':ig after the ·enacting 
Ll clause:and inserting in lieu .. thereof the fo.llowing: 
s . "Section r'.' Ch:apter'five hundred seventy.;.three 

.6 (573):i;Code 1977, 'is amended by adding .the f9110l~ing 
7 new section:' . . . ., . .·.·· . . ' . ·. . . 
8 NEw:OsECTION•.. Uiider'any:·contract':for ;a·public · 
9 impro~~~r:\t: mad)'7. or award~ bi a. p.u)?,:li¢ ~OrJ?pration 

10 the co.ntract9r••shall 'be• en:t·itled to• rece~ve"a!ly · . 
11 interest earne.d., by. the public corporation ·on ·amounts 
12 retafned'by the'pUblic'corporation under the· provisions 
.13' ' of section five' hundred' sev,e;ity:-'three ·pOi-nt."·.twelve 
14. (573 .'J·i), .of .the. code; ·Interest accruina ·to the 
15 .· contra#tor. urid>er 'thi~ secti:'oir:shall be· paid at the 
1·6. time.oi; payment to :the·con:tr~ctor or the .. retained 
1:7 funds ·upon which the interest is earned.". · 
18. 2 •... :.Amerid the title_, lin.es .1 and .2, ,by. s.triking. 
19 . tl'le w;cir.ds ~·ccntracts and. escrow;·,,agr.eements;" 'and 
20 inserting in 'lieu thereof the werd A contracts." 
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S. F. H.F. :J3:J.3 
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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 

5 awarded by a public corporation, the contractor may withdraw 

6 the whole or any amount retained from payments due the 

7 contractor by entering into an escrow arrangement with a bank 

8 and depositing with the bank money or securities, or both, 

9 having a market value of not less than one hundred five percent 

10 of the amounts withdrawn. The securities or money deposited, 
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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 valid and legally 

authorized and issued. 

25 3. The bank shall notify in writing the proper officials 

26 of the public corporation for which the deposits are made, 

27 stating the total current market value of the deposit and 

28 that the deposits are held for the use and benefit of the 
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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. 

-1-

CPA.·34947 I 17' 

• 

• 

• 



S. F. H.F • .2.3_,~ 
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Sec. 2. This Act 1s effective January 1, 1979. 

E:XPLA!\ATIOi\i 

3 This bill deals with the retainage withheld from progress 

4 payments to contractors on public improvements. It permits 

5 the contractor to enter into an escrow arrangement with an 

6 approved bank for the deposit of securities or money, or both, 

7 for the use and benefit of the public corporation. ~pon 

8 securing the escrow arrangement, the contractor can withdraw 

9 his or her retainage from the public corporation. This 

10 procedure does not alter the requirement that a contractor 

11 file a performance bond for the project. 
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HOUSE FILE 2323 
FISC.'U. NOTE 

DATE: MAY 10, 1978 
REQUESTED BY: S~~ATOR EUGENE HILL 

• 
-"· 

In compliance with a written request received May 3 , 19 ~. there is {, 
hereby submitted a Fiscal Note for House File 2323 pursuant to Joint Rule 16. 

Background information used in developing 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 imorovements. It permits the 
contractor to enter into an escrow arrangement with an approved 
bank fer the deposit of securities or money, or both, for the 
use and benefit of the public corporation. Upor. 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 perfo~ance bond 
for the project. 

Additior.a1 
Est. Annual Interest 
Contract Amt. of 7% 

Depar~~ent of Transportation s 70,000,000 s 294,000 

Board of Regents 21 ,400,000 147,000 

General Se!"vices 7,766,567 167,294 

Total s 99,166,567 s 608,294 

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

SOURCES: DEPA..'l.TMENT OF 7RA.';SPORT.l\.·T:i:ON 
BOARD OF REGE:-ITS 
GENER.'.I. SE~VICES 
IOWA ASSOCIA~ION OF CO~~~IES 
L~l\.GL~ OF IOWA ~~ICIPALITIES 

FILED: 
MAY 12, 1978 

3Y GE?-'l.Y RA.~K!N, DIRECTOR 
LEGISLATIVE FISCAL 3D~EAU 
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