Co~NOoOUIT~hWNE

STATE OF NEW YORK

10276
I N ASSEMBLY
May 20, 2016

Introduced by M of A BRAUNSTEIN -- read once and referred to the
Committee on Econoni c Devel opnent

AN ACT to anend the general business law, in relation to retention of
construction contracts

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED I N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 756-c of the general business law, as added by
chapter 127 of the laws of 2002, is amended to read as foll ows:

S 756-c. Retention. By nutual agreenment of the relevant parties an
owner may retain a reasonabl e anmount of the contract sumas retainage[.
A] AND FOR ANY CONSTRUCTI ON CONTRACTS, EXCLUDI NG CONSTRUCTI ON CONTRACTS
FI NANCED BY A PUBLI C BENEFI T CORPORATI ON, SUCH RETAI NAGE SHALL BE DEPCS-
ITED IN A SEPARATE | NTEREST BEARI NG ESCROW ACCOUNT W TH A THI RD PARTY
ESCROW AGENT. AS OF THE TIME OF THE DEPCSIT OF THE RETAINAGE, THE
RETAINED FUNDS SHALL BECOVE THE SOLE AND SEPARATE PROPERTY OF THE
CONTRACTOR. | NTEREST ON THE RETAI NED FUNDS SHALL ACCRUE AT AN | NTEREST
RATE AT LEAST EQUAL TO THE PREVAI LI NG | NTEREST RATE PAI D ON DEPCSI TS BY
THE ESCROW AGENT. ALSO, A contractor or subcontractor may [also] retain
a reasonabl e amount for retainage so |ong as the anobunt does not exceed
the actual percentage [retained] DEPCSITED IN ESCROWN by the owner.
[ Retai nage] THE ESCROWED RETAINAGE shall be released by the [owner]
OMER S WRI TTEN DI RECTI ON TO THE ESCROW AGENT TO DELIVER THE ESCROWED
RETAINAGE to the contractor no later than thirty days after the final
approval of the work under a construction contract. In the event that an
owner fails to release THE ESCROVNED retai nage as required by this arti-
cle, or the contractor or subcontractor fails to rel ease a proportionate
anmount of retainage to the relevant parties WTH N FI VE DAYS after
recei pt of THE ESCRONED retainage from the owner, (lI) the owner[,
contractor, or subcontractor, as the case may be, shall be subject to
the paynment of interest at the rate of one percent per nonth on the date
retenti on was due and owi ng] SHALL BE SUBJECT TO THE PAYMENT OF | NTER-
EST, |N ADDI TION TO THE ESCROW | NTEREST, AT THE RATE OF ONE PERCENT PER
MONTH COMMVENCI NG ON THE DATE THE RETAI NAGE WAS DUE TO BE RELEASED FROM
ESCRON AND (I1) THE CONTRACTOR OR SUBCONTRACTOR, AS THE CASE MAY BE,

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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SHALL BE SUBJECT TO THE PAYMENT OF | NTEREST ON THE AMOUNT OF RETAI NAGE
| T HOLDS AT THE RATE OF ONE PERCENT PER MONTH COMVENCI NG ON THE DATE THE
RETAI NAGE WAS DUE TO BE RELEASED BY SUCH CONTRACTOR OR SUBCONTRACTOR.

S 2. This act shall take effect i mediately and shall apply to all
contracts entered into on or after such effective date.



