
573.12 Payments and retention from payments on contracts.

1.  Payments made under contracts for the construction of public improvements, unless providedRetention.
otherwise by law, shall be made on the basis of monthly estimates of labor performed and material delivered,
as determined by the project architect or engineer. The public corporation shall retain from each monthly
payment not more than five percent of that amount which is determined to be due according to the estimate of
the architect or engineer. However, institutions governed pursuant to chapter 262 may, on contracts where a
bond is required under section 573.2, make payments under this section without retention until ninety-five
percent of the contract amount has been paid and the remaining five percent of the contract amount shall be
paid as provided under section 573.14.

The contractor may retain from each payment to a subcontractor not more than the lesser of five percent or
the amount specified in the contract between the contractor and the subcontractor.

2. Prompt payment.

a. (1) Interest shall be paid to the contractor on any progress payment that is approved as payable by the
public corporation's project architect or engineer and remains unpaid for a period of fourteen days after
receipt of the payment request at the place, or by the person, designated in the contract, or by the public
corporation to first receive the request, or for a time period greater than fourteen days, unless a time period
greater than fourteen days is specified in the contract documents, not to exceed thirty days, to afford the
public corporation a reasonable opportunity to inspect the work and to determine the adequacy of the
contractor's performance under the contract.

(2) Interest shall accrue during the period commencing the day after the expiration of the period defined in
subparagraph (1) and ending on the date of payment. The rate of interest shall be determined as set forth in
section 573.14.

b. A progress payment or final payment to a subcontractor for satisfactory performance of the subcontractor's
work shall be made no later than one of the following, as applicable:

(1) Seven days after the contractor receives payment for that subcontractor's work.

(2) A reasonable time after the contractor could have received payment for the subcontractor's work, if the
reason for nonpayment is not the subcontractor's fault.

A contractor's acceptance of payment for one subcontractor's work is not a waiver of claims, and does not
prejudice the rights of the contractor, as to any other claim related to the contract or project.

3. Interest payments.

a. If the contractor receives an interest payment under section 573.14, the contractor shall pay the
subcontractor a share of the interest payment proportional to the payment for that subcontractor's work.

b. If a public corporation other than a school corporation, county, or city retains funds, the interest earned on
those funds shall be payable at the time of final payment on the contract in accordance with the schedule and
exemptions specified by the public corporation in its administrative rules. The rate of interest shall be
determined by the period of time during which interest accrues, and shall be the same as the rate of interest
that is in effect under section 12C.6 as of the day interest begins to accrue.
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