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

          The  People of the State of New York, represented in Senate and Assem-
        bly, do enact as follows:

     1    Section 1. Section 756-c of the general  business  law,  as  added  by
     2  chapter 127 of the laws of 2002, is amended to read as follows:
     3    §  756-c.  Retention.  By  mutual agreement of the relevant parties an
     4  owner may retain a reasonable amount of the contract sum as  retainage[.
     5  ]  A and for any construction contracts, excluding construction contracts
     6  financed by a public benefit corporation, such retainage shall be depos-
     7  ited  in  a  separate interest bearing escrow account with a third party
     8  escrow agent. As of the time  of  the  deposit  of  the  retainage,  the
     9  retained  funds  shall  become  the  sole  and  separate property of the
    10  contractor. Interest on the retained funds shall accrue at  an  interest
    11  rate  at least equal to the prevailing interest rate paid on deposits by
    12   contractor or subcontractor may [ ]  retainthe escrow agent. Also, a also
    13  a  reasonable amount for retainage so long as the amount does not exceed
    14  the actual percentage [ ]    by  the  owner.retained deposited  in  escrow
    15  [ ]    shall  be released by the [ ]Retainage The  escrowed  retainage owner
    16  owner's written direction to the escrow agent to  deliver  the  escrowed
    17    to  the  contractor no later than thirty days after the finalretainage
    18  approval of the work under a construction contract. In the event that an
    19  owner fails to release  retainage as required by this  arti-the escrowed
    20  cle, or the contractor or subcontractor fails to release a proportionate
    21  amount  of  retainage  to  the  relevant  parties  afterwithin five days
    22  receipt of   retainage  from  the  owner,    the  owner[the escrowed (i) ,
    23  contractor,  or  subcontractor,  as the case may be, shall be subject to
    24  the payment of interest at the rate of one percent per month on the date
    25  ] retention was due and owing shall be subject to the payment  of  inter-

         EXPLANATION--Matter in  (underscored) is new; matter in bracketsitalics
                              [ ] is old law to be omitted. 
                                                                   LBD03053-01-7



        S. 5871                             2

     1  est,  in addition to the escrow interest, at the rate of one percent per
     2  month commencing on the date the retainage was due to be  released  from
     3  escrow;  and  (ii)  the contractor or subcontractor, as the case may be,
     4  shall  be  subject to the payment of interest on the amount of retainage
     5  it holds at the rate of one percent per month commencing on the date the
     6  .retainage was due to be released by such contractor or subcontractor
     7    § 2. This act shall take effect immediately and  shall  apply  to  all
     8  contracts entered into on or after such effective date.


