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A BILL FOR 
1 An Act relating to retainage withheld from payment to 

2 contractors under contracts for public improvements. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. ~~~H.F. 

1 Section 1. Section 384.57, Code 1981, is amended to read 
2 as. follows: 

3 384.57 MONTHLY PAYMENTS. The city may contract to pay 
4 not to exceed ftiRe~y ninety-five percent of the engineer's 
5 estimated value of the acceptable work completed during the 

6 month to the contractor at the end of each month. Payment 
7 may be made in warrants drawn on any £tiBa-ef funds from which 

8 payment for the work may be made. If such funds are depleted, 
9 anticipatory warrants may be issued bearing a rate of interest 

10 not exceeding that permitted by chapter 74A, which do not 
11 constitute a violation of section 384.10, even if the 
12 collection of taxes or special assessments or income from 
13 the sale of bonds applicable to the public improvement is 
14 after the end of the fiscal year in which the warrants are 
15 issued. If the city arranges for the private sale of 

16 anticipatory warrants, they may be sold and the proceeds used 
17 to pay the contractor. SMefi Anticipatory warrants may also 

18 be used to pay other persons furnishing services constituting 
19 a part of the cost of the public improvement. 

20 Sec. 2. Section 384.58, subsection 4, Code 1981, is amended 
21 to read as follows: 
22 4. Upon accepting the work, the council may shall order 
23 payment of any amount due the contractor, to be made by 
24 warrants issued in the manner provided by section 384.57. 
25 Within seventy days after the work under the contract has 

26 been completed and if the work has been accepted and all 

27 required material certifications and other documentations 

28 required to be submitted by the contractor and specified by 
29 the contract have been furnished the awarding public agency 
30 by the contractor, full payment shall be made to the party 
31 completing the public improvement. Failure to comply shall 
32 cause interest to accrue on the amount unpaid to the benefit 

33 of the unpaid party and shall be calculated at the current 
34 money market interest rates. The interest shall accrue 

35 commencing with the thirty-first day following the completion 
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S.F. :?.:?~ H.F. 

1 of work and 
2 Sec. 3. 
3 as follows: 

other requirements as specified. 
Section 573.12, Code 1981, is amended to read 

4 573.12 RETENTION FROM PAYMENTS ON CONTRACTS. Payments 
5 made under contracts for the construction of public 
6 improvements, unless provided otherwise by law, shall be made 
7 on the basis of monthly estimates of labor performed and 
8 material delivered, as determined by the project architect 

9 or engineer. iR-mak~R!-ea~a-~aYMeR~B~-~efe-sRall-Be-pe~a~ftea 

10 ~eR-pefeeH~-e{-ea8H-ea~a-meR~ftly-es~~ma~e-By-~e-p~1~e 

11 ee~epa~~eH~-pfeviaeaT-RewevefT-tHat-~£-tRe-eeR~ae~-~e-feE 
12 MeEe-~kaR-{~fty-tRe~BaRa-aellafBT-aRa-~f-~e-p~lte-ee~efat~eR 

13 a~-aRy-~~me-a{~ep-{~f~y-pefeeRt-e{-~fte-~mpfevemeR~-HaB-BeeR 

14 eemple~ea-{~RaB-~Ha~-Ba~~s{aetefy-pfe~feBB-~s-Be~R!-maaeT 

15 tRe-p~l~e-ee~efa~~eH-may-a~~HefiBe-aRy-e{-B~eR-fema±R~H! 

16 paYMeRts-te-Be-maae-±H-f~ll~ The public corporation shall 
17 retain from each monthly payment five percent of that amount 
18 which is determined to be due according to the estimate of 
19 the architect or engineer. 
20 Sec. 4. Section 573.14, Code 1981, is amended by adding 

21 the following new unnumbered paragraph: 
22 NEW UNNUMBERED PARAGRAPH. Within seventy days after the 
23 work under the contract has been completed and if the work 
24 has been accepted and all required material certifications 

26 

27 

28 

29 

30 

25 and other documentations required to be submitted by the 
contractor and specified by the contract have been furnished 
the awarding public agency by the contractor, full payment 
shall be made to the party completing the public improvement. 

Failure to comply shall cause interest to accrue on the amount 
unpaid to the benefit of the unpaid party and shall be 

31 

32 

33 

34 

35 

calculated at the current money market interest rates. 
with the thirty-first 

The 
day interest shall accrue commencing 

following the completion of work 
specified. 

and other requirements as 

EXPLANATION 
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1 This bill deals with the retainage withheld from progress 
2 payments to contractors on public improvements. Under existing 
3 law the public agency withholds ten percent until final ac-
4 ceptance of the work, except that in certain contracts the 
5 public agency may authorize payment in full after the improve-
6 ment is at least half finished. 
7 This bill makes two changes in the retainage law. sections 
8 1 and 3 reduce the amount retained from 10 percent to 5 per-
9 cent, and eliminate the authority for a public agency to make 

10 full payment after the project is more than half done. Section 
11 3 also provides that monthly installments shall be made on 
12 the basis of estimates of completion submitted by the project 
13 architect or engineer. The existing law does not specify 
14 who actually estimates the degree of completion of the project. 
15 Sections 2 and 4 require that payment be made within seventy 
16 days of completion of the work if the work is accepted and 
17 contractual requirements are met. If payment is not made 
18 within seventy days, interest accrues to the contractor for 
19 the payment at current money market rates beginning with the 
20 thirty-first day following completion of the work. 
21 The bill takes effect July 1 following enactment. 
22 
23 

24 

25 

26 
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33 
34 

35 
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SENATE FILE 225 
S-3073 

1 Amend senate File 225 as follows: 
2 1. By striking page 1, line 33 through page 2, 
3 line 1, and inserting in lieu thereof the words "of 
4 the unpaid p ,u: tv . Interest shall accrue commencing: 
5 the thirty-first dOlV following the c0?::J21etion of ..... o::k 
6 and 5<\t~ir;faction of the ot!ler requ1!:e!nents of this 
7 sub3ection. The r~te of Jn~erest shall be the SAme 
8 asthel:·atCOt' ~nT.ercst establi~;!~",c bv th'" board of 
9 go·vE:rn0r~ c£ tho f<:_d'-~rt:.l re;~erve s'_'st.ern for Gix-n~onth 

10 mone~-·~ar~ct c~~tifi~~~es of deoosit sold bv banks 
11 and ~n effect ag of the day interest begins to accrue 
12 under tllis su~section.\1 
13 2. Pa<;c 2, by striking lines 30 through 34 and 
14 inSE:rt~llg in lie'.1 th~n~of the words "unpaid to the 
15 benefit of the unpaid party. Intere:.t shall aCCl:'.le 
16 comy"encing the thirty-first dv.y following the 
17 co,"pletion of work and satisfaction of the other 
18 re(luirements of this s\lbs~ction. The r.:'lte of interest 
19 shall be the same as the rat~ of int2rest established 
20 by the board of governors of the fed~ral reserve 
21 system for six-month money-market certificates of 
22 deposit sold by banks and in effect as of the day 
23 interest begins to accrue under this subsection." 

S-3073 FILED 
FEBRUARY 17, 1981 
1f/<IY 4..14 (1 .5'(.0) 

5-3079 

BY RICHARD F. DRAKE 

SENATE FILE 225 

1 Amend Senate File 225 as follows: 
2 1. Page 1, line 24, by inserting after the figure 
3 "384.57" the words "or by othe.' means". 
4 2. Page 2, line 1, by inserting after the period 
5. the words."However, this subsection shall not apply 
6 if the city has entered into a contract with the 
7 federal government or accepted a federal grant which 
S is governed by federal law or rules uh~ch are contrary 
9 to this section." 

10 3. Page 2, line 34, by inserting after the period 
11 the words '.'H~aweve:r;,,> Wi~, l,l,npuI1)l?,ere<'!, £.aragrjlDh, ,sh~ll 
12 not ap 1 ~f the ubl~c a enc has entered ~nto a 
13 e fe ra overnment or acce ted a 
14 federa orant whicn is governe y edera aw or~ 
15 rures whlc'h a-re contrary ~o_ th~s unnumbered paragraph." 

S-3079 FILED & ADOPTED(/f.S07) BY RICHARD F. DRAKE 
FEBRUARY 18, 1981 
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SENATE 3 
FEBRUARY 25, 1981 

SENATE FILE 225 

S-3093 

1 Amend Senate File 225 as follows: 
2 1. By striking page 1, line 25 through page 2, 
3 line 1 and inserting in lieu thereof the words "The 
4 city shall order payment of any amount due the --
5 contractor to be made in accordance with the terms 
6 of the contract. Failure to make payment within 
7 seventy days after the work under the contract has 
8 been completed and if the work has been accepted and 
9 all required materials, certifications, and other 

10 documentations required to be submitted by the 
11 contractor and specified by the contract have been 
12 furnished the awarding city by the contractor, shall 
13 cause interest to accrue on the amount unpaid to the 
14 benefit of the unpaid party. Interest shall accrue 
15 during the period co~~encing the thirty-first day 
16 following the completion of work and satisfaction 
17 of the other requirements of this subsection and 
18 ending on the date of payment. The rate of interest 
19 shall be determined, by the period of time during 
20 which interest accrues, and shall be the same as the 
21 rate of interest that is in effect under section 
22 453.6, as of the day interest begins to accrue, for 
23 a deposit of pUblic funds for a comparable period 
24 of t~me. Nothing contained in this subsection shall 
25 abridge any of the r:h.9:hts set forft. in section 573.16." 
26 2. Page 2, by striking lines 22 through 34 and 
27 inserting in lieu thereof the follo' .... ing: 

:28 NEW UJ:,T}j"u}lBERED PARAGRA.PH. The public corporation 
29 shall order payment of any amount due the contractor 
30 to be made in accordance with the terms of the 
31 contract. Failure to make payment vIi thin seventy 
32 days after the work under the contract has been 
33 completed and if the vlOrk has been accepted and all 
34 required materials, certifications, and other 
35 documentations required to be submitted by the 
36 contractor and specified by the contract have been 
37 furnished the awarding public corporation by the 
38 contractor, shall cause interest to accrue on the 
39 amount unpaid to the benefit of the unpaid party. 
40 Interest shall accrue during the period commencing 
41 the thirty-first day following the completion of work 
42 and satisfaction of the other requirements of this 
43 subsection and ending on the date of payment. The 
44 rate of interest shall be determined by the period 
45 of time during which interest accrues, and shall be 
46 the same as the rate of interest that is in effect 
47 under section 453.6, as of the day interest begins 
48 to accrue, for a deposit of public funds for a 
49 comparable period of time. Nothing contained in this 
50 paragraph shall abridge any of the rights set for~ 

S-3093 PAGE 2 
1 in section 573.16." 

S-3093 FILED & ADOPTED (p. HI) BY RICHARD F. DRAKE 
FEBRUARY 24, 19~ " 
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FEBRUARY 23, 1981 .' .. : •. ~:.; ~-' 

._':' .. ' , 
SENATE FILE 225 

S-3083 

1 Amend Sendte File 225 as follows: 
2 1. By striking page 1, line 33 through page 2, 
::I line 1, iJnd insert,inr.,in lieu thereof the word" "of' '* !he, unnC\.~<!:Jl_~,~,!.~~J:e5t, ~.hall accruc dm:il1'L.the. 
5 1!.(::El,.£>.0..._r~();~;nenci~t.ll'" thirtv-fin;t di:.:LJollm~inq the 
6 l:omplcti(;Jl Cot · .. ork ulld sat.lSl<'ctj,on of the other 
7 j:~_quil:(,ti':':':'J':" of th.i.~ 5u!)sectT'on "nd c!~dinq on the 
8 date of DuVMent. ~he ra~e of interest ailall be 
9 dCCe)"WL:;;:;;:i,-by the ;)cl.-iod of bme durinq "hich interest 

10 :lccru-es, ~n(j Ghnll b(; the ..;cd';~e ii-stIle rate of i:1tercst 
11 t::~at. i--;';-:,n ,=,f<:ect ,mder 5'2ct:~on 453.6, as of ti1<l clay 
12 jl!.cercs't beqly!'s to ac::-:!:ue, 10J: a deoosit of public 
13 fU11ds [or u camuarable Dario~ of time." 
11 2. ruge 2, by s~riking lin~s 30 through 34 and 
15 :i!1serting in lieu thereof the "lords "unpaid to the 
16 ~encfit of tile unpaid party. Inte~est shall accrue 
1'1 ci\:ring the period cOITu:lencing the thirty-first day 
18 follo"ing the completion of work and satis f~ction 
19 of the other requirements of this subsection and 
20 "r>.ding on the date of p"Y:7lent. Tho: rate of ir.terest 
21 sJ1<1).]. be ,ktermined by the period of time during which 
22 interest il.ccn:es, and shall be the Si:li1:!>. as the rate 
23 of inte:-est that is in e ffec't under section 453.6, 
2'<; <1.0 (; f -the dAY interest begins to accrc;e, for a deposit 
25 ofp<.lblic funds for a comp-arable period of time." 

S-3083 FILED BY RICHARD F. DRAKE 
FEBRUARY 19, 1981 
/if /.0-' ·4N ( t .'?~ ) 
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SENATE FILE zz S-
By Cm1M1TTEE ON STATE GOVER!l1'1E:'E 

(AS A.~IENDED AND PASSED BY THE SENATE FEBRUARY 24, 1981) 

Passed Senate, Date4_.?r_e/~/174-)passed House, Date i-?'l_fl'1 (,p,I3S") - v 
Vote: Ayes P,.7 Nays Q Vote: Ayes U Nays 1.3 

Approved ____ ~qn~~~v~/~~~/~1~%u/------------

A BILL FOR 
1 An Act relating to retainage Ivithheld from payment to 

2 contractors under contracts for public improvements. 

3 BE IT E,JACTED BY T"i!E Gm;ERAL ASSE'lBLY OF THE STATE OF 10VIA: 
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S • F • ,2Z~ H.F. 

1 Section 1. Section 384.57, Code 1981, is amended to read 

2 

,~:~;~~ 3 
~'1"f . 4 

5 

as fOllows: 

384.57 MONTHLY PAYMENTS. The city !'lay contract to pay 

not to exceed ~±~e~y ninety-five percent of the engineer's 

estimated value of the acceptable work completed during the 

6 month to the contractor at the end of each month. Payment 

7 may be made in warrants drawn on any £tlfia-e~ funds from which 

8 payment for the \.;ork may be made. Lf such funds are depleted, 

9 anticipatory warrants may be issued bearing a rate of interest 

10 not exceeding that permitted by chapter 74A, which do not 

11 constitute a violation of section 384.10, even if the 

12 collection of taxes or special assessments or income from 

13 the sale of bonds applicable to the public improvement is 

14 after the end of the fiscal year in which the warrants are 

15· issued. If tne city arranges for the private sale of 

16 anticipatory warrants, they may be sold and the proceeds used 

17 to pay the contractor. Stlerl Anticipatory warrants may also 

18 be used to pay other persons furnishing services constituting 

a part of the cost of the public improvement. 

Sec.~. Section 38 /:.58, subsection 4, Code 1981, is amended 

to read as follo\.;s: 

4. Upon accepting the work, the council may shall order 

payment of any amount due the contractor, to be made by 

warrants issued in the manner provided by section 384.57 or --.. 
by other means. The city shall order payment of any amount 

due the contractor to be made in accordance w~th the terms 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

L .. :: ~Blii!iliieilll!r .''-'135 g 
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2 

3 

4 

5 

6 

7 

8 

. 9 
t~>-lO 
t 11 

12 

13 

work and satisfaction of the other requirements of this 

sUbsectl.on and enalng on tae aate 01: payment. 'l'"e ra1:e of 

interest shall be determined, by the perl.od of time during 

which interest accrues, and shail be tne same as the rate 

of l.nterest that is ~n effect under section 453.6, as of the 

day ~nterest begl.nS to accrue, tor a deposl.t or p~Il.c funas 

for a comparaoie perl.Od of tlme. Notnl.ng contal.nea l.n thl.S 

subsect,on shall ajrl.dge any of the rl.ghts set !orth l.n section 

;)j.\6. However, thl.s subsectl.on shall not apply J.f the cny 

has entered ~nto a contract w~th the federal government or 

acceptea a federal grant whl.ch is governed by federal law 

or rules which are contrarv to thl.S sectl.on. 

Sec. 3. Sectl.on 573.12, Code 1981, l.5 amended to read 

14 as fOllows: 

37,.15 573.12 RETENTION FRml PAY~1EllTS ON CONTRACTS. Payments 

16 made under contracts for the construction of public 

17 improvements, unless provided other.~ise by law, shall be made 

18 on the basis of monthly estimates of labor performed and 

~:;.'i·?-19 material delivered, as determined by the project architect 

20 or engineer. ;n-ffia~±ft~-9aie-~a1ffieft~S,-~~e~e-9fia~~-be-~e~a~nee 

21 

22 

23 

24 

25 

26 

27 

JCPs - 28 

~eft-~e~eeft~-e~-eaeft-sa±e-ffieft~fi~~-ese~ffieee-by-efte-~~~~~e 

ee~~e~ae~en7-~~ev~eee,-fte~eve~,-efiae-±~-efie-eene~aee-±s-~e~ 

ffie~e-~fiaft-~±~ey-efie~safte-ee±~a~S7-afte-±£-efie-~~b±±e-eef~efae±eft 

a~-afty-e±ffie-a~eef-£i~ey-~efeefte-e£-efie-±ffi~~eVeffiefte-fias-been 

eeffi~±eeee-£±ftes-efiae-sae±s£aeeefY-~fe~fess-is-beift~-maee, 

efie-~~b±~e-eef~efae~eft-may-a~efie~±~e-afty-e£-s~eft-~ema~n±fi~ 

~aymeftes-ee-be-~ee-±n-~~±±~ The public corporation shall 

retain from each monthly payment five percent of that amount 

which i~ determined to be due according to the estimate of 
3,,;'-

y:' 
,,~ ., .. 29 

30 the architect or engineer. 

31 Sec. 4. Section 573.14, Code 1981, is amended by adding 

32 the follm ... ing new unnumbered paragraph: 

33 NEW UNNU:1BERED PARAGRAPH. The public corporation shall 

34 order payment of anv amount due the contractor to be made 

35 in accordance , ... ith ti1e terms of the contract. Failure to 
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35 

make payment within seventy days after the work under the 

contract has been completed and if the Hork has been accepted 

and all required ~aterials, certifications, and other 
• 

documentations r",<~~ired to be sub!:' '. cted by the contractor 

and specified by t:le contract have "een furnished the awarding 

public corporation hy the contractcr, shall cause interest 

to accrue on the amount unpaid to '::-.e benefit of t::le unpaid , 
party. Interest shall accrue during the period cc~~encing 

the thirty-first day follOl.,.ing the completion of ·.;ark and 

satisfaction of the other requirements of this su,;section . ' 
and ending on the cate of payment. "'he rate of i;,terest shall 

be deter~ined by the period of time during which "-nterest 

accrues, and shall be the same as the rate of interest that 

is in effect under section 453.6, as of the day interest 

begins to accrue, for a deposit of public funds for a 

comparable period of time. Nothing contained in this paragraph 

shall abridge any of the rights set forth in section 573.16. 

However, this unnumbered paragraph shall not apply if the 

public agency has entered into a contract .;i th the federal 

government or accepted a federal grant which is governed by 

federal la,,; or rules ',,,hich are contrary to this unnumbered 

paragraph. 
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SENATE FILE 225 
H-3685 
1 AI;lend Senate File i25 as arnel1d~d, passed and 

reprLnted by the Senate as follows: 2 
3 
4 

.. 1. P~ge 2, line .~8, by inserting after the word 
payment the words "at least" ". 

-- . -, ". - ,., 

H-3685 FIL2D APRIL 16, 1981 BY Q'KANE of Woodbury 
71-/0"' -f/.v/6 1 (d' 1.3~t:) 

SENATE FILE 225 
H-3686 

1 Amend Senate File 225, as amended, passed and 
2 reprinted by the Senate, as follows: 
3 1. Page 1, line 4, by striking the words "not to 
4 exceed" and inserting in lieu thereof the words "not 
5 ~o-exeeed at least". 
6 2. Page 2, line 28, by inserting after the word 
7 "payment" the words "at least". 

H-3686 FILED APRIL 16, 1981 
;t.-? <f/.U/~I (if I.U5) . 

BY Q'KANE of Woodbury 

SENATE FILE 225 
H-36R7 
1 Amend Senate File 225, as amended, passed and 
2 reprinted by the Senate, as follows: 
3 1. Page 1, line 4, by striking the words "ninety 
4 ninety-five" and inserting in lieu thereof the word 
5 "ninety" .. 
6 2. Page 2, line 28, by striking the word "five" 
7 and inserting in lieu thereof the word "ten". 

H-3687 FILED APRIL 16, 1981 BY O'KANE of Woodbury 
'}/-/~ "f~.h, (J /3 s,) 

SENATE FILE 225 
H-3689 

... 

1 Amend Senate File 225, as amended, passed and reprinted 
2 by the Senate, as follows: 
3 1. Page 2, line 19, by inserting after the word "the" 
4 the words "public corporation's designated". 

H-3689 FJLED APRIL 16, 1981 BY O'KANE of Woodbury 
rib "03hl (if'. 135,,) 



SENA TE FILE 22 5 
f\-'i444 
1 Amend Senate File 225 as amended, passed and 
7. reprinted by the Senate as follows: 
3 I. Puge 1, line 19, by inserting after the word 
4 "impro·/ement." the words liThe provisions of this 
5 section 2,:.:1 section 384.58 shall not imply if the 
6 city hils (;nteJ:ea into a contract ~lit.'l the federal 
7 g~vernm~nt or acceoted a federal qrant which is 
8 qoverned bv ~ederal laws or rules that are contrary 
9 to this section and sectIon 384.58." 

·10 2. Page 1, lIne 34, by inserting after the word 
11 "partv." the words "Interest shall not accrue on funds 
12 retalrled by 11 city to satisfv the provisions of sectio,! 
13 5"/3.14 reaarding claims on file." 
14 3. page 2, by striking lines 9 through 12 and 
15 inserting in lieu thereof the figure "573.16." 
16 4. Page 3, by striking lines 18 through 22 and 
17 inserting il. lieu thereof the following: II Interest 
18 shall not accrue on funds retained by the public 
19 corporation to satisfy the provisions of this section 
20 regarding claims on file. The provisions of this 
21 chapter shall not apply if the public corporation 
22 has en~ered into a contract with the federal government 
23 or accepted a federal grant Vlhich is governed by 
24 federal la~ or rules that are contrary to the 
25 provisions of this chapter." 

fl- 3444 FILED BY COMMITTEE 
APRIL 2, 19~1 CRAWFORD, 
v..£'t-C.e -vj..13/rl (f /3 S 5 } ___ . . . 

H·3714 
SENATE FILE 225 

ON STATE GOVERNMENT 
Chair 

1 ~end Senate File 225 as amended, passed and 
2 reprLnted by the Senate, as follows: 
3 . 1. Page 1, by striking line 4 and inserting in 
4 l::-eu thereof t..'1e words "p.et-~e-elieeea not less than 
5 nlne~y or more than ninety-five percent as determined 
6 by the c~ty of t.'1e engl.neer's". 
7 .2. Page 2, line 28, by inserting after the word 
8 "fl.ve" the words "to ten" 
9 ~ Page 2, line 30, by inserting after the word 

10 "engl.-neer." the words "The public corporation shall 
11 determl.ne the percentage, between flove and ten percent 
12 to be retained." , 

H-~714 FIL,.ED·APRIL 16, 1981 BY Vk'l />IAANEN of Mahaska 
't-/.<Y "1/:!3/?1 'f 13,';;') 

H-3684 
SENATE FILE 225 

1 Amend senate File 225 as amended, passed and 
2 reprinted by the Senate as follows: 
3 1. Page 1, line 35, by striking the word"thirty-first" 
4 and inserting 1n l~eu thereof the word ·"seventy-first". 
5 . 2. P,:,ge ~I l~ne 9, by striking the word "thirty-fJ.rst" 
6 and lnsertJ.ng 1n IJ.eu thereof the word "seventy-first". 

H-3684 FILED APRIL 16, 1981 BY O'KANE of Woodbury 
JI/o 'I;.!ukl ((/1.3<>":) 

• 

• 

• 



~vu~~ ~~~OMENT TO SENATE FILE 225 
S- 356 7 

1 Amend Senate File 225 as amended, passed and 
2 reprinted by the Senate as follows: ' 
3 1. Page 1, line 19, by inserting after the word 
4 "improvement." the words "The provisions of this 
5 section and section 384.58 shall not apply if the 
6 city has entered into a contract with the federal 
7 gover~~ent or accepted a federal grant which is 
3 governed by federal laws or rules that are contrary 
9 to this section and section 384.58." 

10 2. Page 1, line 34, by inserting after the word 
11 "party." the words "Interest shall not accrue on funds 
12 retained by a city to satisfy the provisions of section 
13 573.14 regarding claims on file." 
14 3. Page 2, by striking lines 9 through 12 and 
15 inserting in lieu thereof the figure "573.16:" 
16 4. Page 3, by striking lines 18 through 22 and 
17 inserting in lieu thereof the following: "Interest 
18 shall not accrue on funds retained by the public 
19 corporation to satisfy the provisions of this section 
20 regarding claims on file. The provisions of this 
21 chapter shall not apply if the public corporation 
22 has entered into a contract ,,,ith the federal government 
23 or accepted a federal grant which is governed by 
24 federal law or rules that are contrary to the 
25 provisions of this chapter." 

S-3567 FILED 
APRIL 27, 1981 

RECEIVED FROM THE HOUSE 
/~~....J. -t/.."?hl ("./4 7 3) 

rr SCi\!. ?\OTF. 
Senate File 225 (As Reprinted) 

RcqtlcstcJ b)' Rerrc!'cnt;:ltivc Cr.:1wford 
ApYll 6, 1981 .. . 

1n co:nnli:lncc ·~{it.h;1 \.;rittcn "fE-quest there is hcre~)y SuOr.:lttCJ:l 

''is,id \ote' t·or Senate File 225 pursuant to Joint Rule lb. 

Senate ?~le 225, An Act relating to retaina;e i·,:it!":held frOi~ pay~en: 
to ;::)ntractOrs under ccntracts for pt;bl ic ii~Dr8ve~·.er;~s. 

It ~s no: oossi~le :0 state the fiscal i~oact of this :)il1. Rctairage 
is ~rote(t~on acai~st the sit~ation where the co~:rJctor fai1s tC 
ade~0at01v ~o~p~ete or clean up a project. Re~~cir!g ti~e reta~~ase 
fro:r: ::J-: ·to 5~; e1i~'I~i.r.ates hc.\~ of t.h;,s jr::·:l2cticf';. 

~nen a contractor fails to ~roper~y cC::iclQ~e ~c~st~u:tiJn projects, 
f:~jGC'r~ costs ;';av resLli~') i.e.. t2:",p~ ..... ~.it.lire c~ e;'.:r-u -;~.O~C'; for ie'.;ai 
S2~"/iCes i~1 order to force the ::or.:rac:.s( to (.cr;',::;ie:e :~:i.: ,~o:::~ ~ .. !agcs 
fer city er;::J1oyees to cjean up tne contractor'S C-Jr.str'Jct~un sites; 

h" .;. 0 to. • 0; ~:&~c:~'s '0 -·ra~~h.g~ 0U· ~he o~able-O·JSSlvle ove:l,.\f!,e n ~l,e Darl,. I I)J;, , ... i ... :,l,. l':,,·~,-. " L "''' .' \.', 

Sources: Dept. of Public In5t~uct~o~ 
l.e3gu~ of Iowa ~unjclpalltlc5 . 
Iowa State ASSOCIatiOn of Countlcs 

1':j.::[1 ,"'rUL l.i, 19S1 BY GE?"y D.i',\::~:\ . 
Lcgl~latlVC ~lSC~L !~urc~lu 
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AN ACT 

RELATING TO RETAINAGE WITHHELD fROM PAYMENT TO CONTRACtORS 

UNDER CONTRACTS FOR PtJBLI C I !'1PROVEMENTS 

BE IT ENACtl"D BY TIlE Gl"N£RAC. ASSBl'1BLY OF mE STA'rE OF IOWA: 

Section 1 

as follows: 

Section 384.57, Code 1981, is anended t.o read 

384.57 r-:ONTHLY PA"'t'MEl-o"TS. The ci ti' :nay contract to pay 

not. tc- oxceed AlAet:.y ninety·.Jive per::~nt of the engineel· ' !> 

esti:nalcd value of the ,\cceptable .... ark completed during the 

month to the contra~tor ilt t.:""Ie end of each nonttl- Pai';nent 

may be rna de in ~lar["imts drt!l',,-n on any {tu~tI.-el' f'-Hlds fl·O=", which 

payme:lt fol." the work :nay be made. If such funds are d~pleted, 

anticipatory warrants may be issued bearinq a l·ate of l:1terest 

not exceed 1 n9 tha''':' pe rmi t ted hi' Ch~"lpl.(! t· 74;". ...·hi ch do no t 

coas .... it.ute it violaU.on ()f section 3A4 10, even if the 

cl:llection of taxes or spec;; al assessments ox· lnCome fcor.} 

l':le sale of bonds appllcab~e to t.he publ ie It!lprOVerJent 1.S 

<lfter t.hc end of t.he fi!)c.ll year in wtllch Ule .... an·ants <l.re 

~ssued_ I f the city arranges for the private s.lle of 

anti.clpato::y .... arrants, t.ney ~ay be sold and tile proceeds used 

t.o pay t.h«: contractor, G~8l\ Anticipat..2.D: .... a,nants onay also 

be used to pay ot.her persons fut·nishing Get·vices consti tut~n9 

a part of the cost of the public iroprove:aent. The provlslons 

of t:!:!.~!'2%_ti2.!L!!!d sec!:!...o...!!....384:.58 .!Hl_~!1 not apply if the 

£i.!:.:Lha_s entered_ into 2--.E9.n.~f.~c..l_~!-!!...~e fedel."al govel·runent 

Q.r~~_s~pted a federal qt·ant whis.t:!.J...~_.9.2y_erned by federal la\ol6 

or rul_«E:1!nthat are contrary to t.~is section and section 384.58. 

Sec. 2. Section 384.58, subsection 4. Code 19tH. i& anended 

to read as follo~s: 

-
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4. Upon accepting the work, the counci.l l\8:y bhall order 

payment. of any arr.ount due the contractor, to be made by 

warrants issued in the maJmer provided by section 384.57 2! 
by other ~ean8. The city. shall order payment of clny ~ount 
due the contractor to be made in accordance with the terms 
of the contract. fai!ure to make payment within seventy days 
"fter the ~ork under, t.he contr_ac~._has been completed and if 

the work has been accepted and all required materials, 

cert~!ication6( ~nd other doculI'entations r.~!l'::Lj.red to be 

~~mitted by th_~._cont.racto.r::_ and specified b..:t the contract 

~ave been (urni~Lt?~~ the a .... ~_!dln9 city by th~_~!:!tt'actot·( shall 

;~_u8e interest ~_. accrlle--2..~_. the amount unpaid._ to the bene!i t 

of the unpald pa!:~y_ Interes~ shall not t!lcc£.~~fund6 

l-etained by a ctty. t.o eati~f1.._~he provisiglls of section '73.1! 

1·t!9<lrding tqJ.aims 2D __ ~ile Inte.!est shall accru~_::iu~J_!l9 t.he 

period cornne!)_qin.s. the t.~.~.E_tY-flrst day following the .fPD'p'letion 

<?_L.~£!_~nd sat;.l:;_faction oJ ,the other r~.~trement.a of !-ll.i_~ 

!~t.>,!!:~S~2!! and e.l~~ln9 on th,: .. ~ate of paYl!!~.Q.~. The x·ate of 

!r.:!...t;!!!e6t_ii.halll?~ .. _determine<!t.¥._~y the peri.2:~ .. _o! t:il!'!e duri'}3 

.... hict". interest acc.~_,-!_~.s. Clnd shaJl be t.he ~~! as the cate 

of intereet_ that. i!) in effect uDdet· section_4S3.6, as of t..he 

day intere.!!.!-_ begin!) ~?_.~::-ct"ue, for a deposit._£_~ p-.lbllc fundS 

for a compari:lb..1.~. "p'enod oJ .tlme Not.hing contained,...:!.!? this 

~l!.~~_ect.ion sha.1.!.._.~.l:'ridqe: ~!1...:L of the t·iqht.s set !2.X..!:..h. :in section 

~Z1..:..1~ 
Sec. 3. Section 573_12, Code 1981, is am.ended to read 

a.s follows: 

573.12 RBTENTICN FR':W. PAYMENTS ON CONfRACTS_ Payr..ents 

nade under contracts for t.he construct.lon of public 

impl·ovements, unless provided other .... lSe by law, shall be made 

on t.he basi.s of monthly ~~stlmates of labor perfor.oed and 

rraterial delivered.l.-. .2s dettn~ined by t.he project (U"chit:~~ 

or englneer. IA-.ak*ft.-eal~-p.YMa~~8T-~ha.e~ehaii-~e-.e~.lfted 

,eft-p.r6eAt-.t-e.eh-•• td-~.Athly-oe~.~.,e-8y-"h.-p~ite 

eerp •• a' •• ft~-pr8¥l4e~?-keweve.?~~."-tE~tAe-.eft'rse'-te-fer 

th 
:n 
&t 



Senate file 225, P. 3 

Me.@-~.ft-ftf~y-tAeV8.ft4-.e •• ".r-.ft.-.f-~~e-p.&tt6-e$~e •• '.eft 

• ~-afty-t ••• -.f~.-f.f~y-,e~e.ft~-et-~e-i.,.eyeMeftt-he8-.eeft 

••• ,1.~e.-f.ft.8-~at-•• ' •• f.ete.y-,.e.ree.-t8-hetft.-•• ~ey 
tk.-,"l~.- •• rp ••• ~'eft-.ey-e.~ •• t.e-.fty-et-e~ek-reNa.ft.ft. 
,e)'Bell'.-~e-"e-Jla~e-.ft-f\l.lT The publ ic cot'poraUon ahall 

retain from each monthly p~ent 'ive~rcent of that amount 
~..h~ch i& detet111ined to b~ .. due according t.o the estill&te of 

~~~.architect or enqi~e~~ 
Sec. 4. Sectlon 573.14, Code t981. 19 a~ended by addlng 

the following new unnwnbcred paraqraph: 
Nr. ..... 1JNNUMBE:R~.D PARAGRAPH. The public corporatlon shall 

ordol' payment of any aJt,ount due the contractor to be made 
in ac:corda.nce with the terms of the contract. failure to 
make paytr.ent within seventy days after the work • .mdel· the 
contract hal:> been cOlllpleted and if the work has been accepted 
and ai.l required lJI.aterial.s, cert.i!lcatlons, dnd othCT 

documentations t'equired to be sub:lli.tted by the contractor 
nnd sJ>ecified by the contract have been furnished the a .... al·dinq 
p~blic corporation by the contractor, shall cause interest 
to accrue on the amount unpaid ~o the beneilt of the unpaid 
pan.y. Interest shall accrue durinq the period commencing 
the thirty-first day follo'olinq the completion o{ work and 
satisfaction of the other requirements o! this subsection 
and endinq on the date of payment. The rate of lnterest shall 
be deteroined by the period of time durinq which interest 
accrues, and shall be the 8&me as the rate of interest that 
is in effect under section 453.6, 48 of the day interest 

beqine to accrue, for a depoe it of public funds for a 
comparable period of time. ~othinq contained in this paragraph 
shall Abridge any of the rights set forth in section ~73.16. 
Interest shAll not accrue on funds retained by the public 
corpol'ation to satisfy the provisions of this section regarding 

claim8 on file. The prOVisions of this chapter shall not 
apply if th" public cOl"poration has entered into a contract 
with the Cederal government or accepted. federal qrant which 

• 
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lS governed by fedet'al la .... or niles that are contrary to the 
provisions of t.his chapter . 

TKRaY 8. BRANSTAD 
Pre8ident of the Senate 

---.----.--------
DELWYN STROKER 
Speaker of the Houae 

I hereby certify that this bill oriqinated in the Senate and 
18 kno'olJ\ as Senate File 225, Sixty-ninth General Assembly. 

"""" ~~ 
ROBBRt' D. RAY 
Governor 

LrNDA HOWARTH rv.CXAY 

Secretary of the Senate 
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