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ASiSE~IBLY, No. 3589 

STATE OF NEW JERSEY
 

INTlfOJ)("('F;U .J,\Xr.\RY R, 1987 

8y A"Joi""I"'~""'1l In~I.L\' mul 1'JlU~1 P~ON 

As AM" eoncernin~ rt'tninnt.:"p of pa)'mrnt in the C"Jlse of certain 

public sebool rontraets nnd Ji;llppl€'n.pnting ebal>"rr 18A of Title 

I~A of tile ~ew .Jer....y StatutetJ. 

1 BE IT ES'ACTEI. Lgtlw Sc",Jle n"tl (]cueral ABBe.blg of tI'e State 

2 of He'D JerB~!J: 

1 1. Au)' l."Ontml"l or ilJ:r(>'·WI'I.I, tb€' total price or which ~x('CedH 

2 $l00,Ofl).U', ..nt(!f(,,1 iJl~o I,), It IJOl1r" fir f •.,J.I(~tion illvolvh'K the con

3 ..truetion, rLocop,.;truclj'...., uJlt'rulicJJt, rt:'lwh- or maillt.mallC!(! oC any 

4 Ijuildilt~. ~lruelur(', f:wiIH)' ur (jtbcr ilUl)fOvem.mt to r.~nl prol,.~rty, 

5 Hl.ulJ l.ro\·i.Je lor rmrtiuJ ":l)'m(~nb tu 'l(! made at I(!llst once each 

6 Dlont" 8Joi tJlf! work .. ro~I·(·""'.·"". uuJ..St; UIC c<Jntnaetor Khan agl'l.'(! to 

7 dCIJUsit Loudtt ,\\'illt tJ... hourd flf c~Ju(,lltiOIt punualtt to 8(~tiOll 2 

S 01 this ad. 

t 2. "oJICIW\'cr :my ('01.1 rnd. tilt' totul ,.fit..! of whieh ..xeC'~(18 

.) $100,000.00. (·ntc·rc..1 inlo It)' n bonnJ of cduention ror the conlltme

;: tioll, r4~nKt.r'I(~'itJII, 1,lt.-rul i(J.t .tr n~llIlir ••r IIby ')ililflill~, !let rllf.!t Ilrf~, 

~ rJ..:iJit~· or ut her illitu'(J\"c''''''nt to rcoal propert)O, no«,ui n!fi tiff! "'ith

;; hoJdin,; uf ')B)'lnt'lit of 0 '"·f'C('uto.scco or the amount of the contrael, 

G tile eonlractCJr nUl'- n~r('(> to tltt· witbholding of f"l,omenh in th.! 

7 Daannt!r prt,'i'Crihcd in th(~ ellltlr:...t, or may depo"it witla the IJOard 

8 of education JI(tKo1i:ahllo IN.'urcr holtdH or the State of Ne,,' .'erHey, 

!J or DeMotiahle bftar~r 'JOn.l... or notpJIl or an)' politi~1 fmhdh-i8ion of 

10 the Slate, the ,'olaf(' 0" wlaic~h ill C(.uol to the amount nCC!eRII8I')' to 

11 ".UBI,. the allloulIl tbnt olbrl""'i8C would he ,,'jthl,cld fJUhuant to 

12 1I.e t ..rn... of tb.. ('ontto.." TJ... nnhl.... and amount 01 tbe bond8 or 

J:~ bolt-. to be d(~..v",it.'rI ,.hnll JIt' l"uhjc"'1 10 81JI)r~wal II,· tb(' board 
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H of "dlwal iUII, Fill' 1""'1'1»0.,-,. Ill' Ihis ,.~ction, .. \':llllt''' Sllllll nwun 

I:, }'Ill' \ahll' .. r ,'Ill r.'uf 1I1l1rkl't. \'IIIt ..., whh·hl.'\'.'r is lowl'r, 

Jlj If lIte .'ulJlnwlul' n~l'(.·es to Q'l.' ~·;thholding or lJP)'IDents, the 

J7 amollnt ",Will,·l.1 silull Ln deposit ..,.l, with n bUt,king institution 01" 

1!i KU\'ill;';ri lIud Im\ll lI",",oeiation insurw by all ogene)' of the fwerul 

1!1 ~(lVI.·rlllll"IlI, ill llll 111'('01111(. I't·llrin;.t intl!rt!st III till! rllt.~ c~lll"rc'IIUy 

~j) pui') I,\" sw·l. i'I"lillili""", '11'~''';'''II,·j:atilln!'lolJ Iillll~ "" :-;11 vi lIg-s t11!IJlJsit.s. 

21 1'!Je cuulJlJlIl wilhlu'ld, or thc~ i.omJs or 1l0leN'deposited, and any 

:t~ int'!I"l'l;1 at''''I'uiuJ; Ull lo;t\(:!J Ilond~ or noles, sbuJ~ bc returned to the 

23 COli Iruetol' UI'011 fullillul<'lIt of lht: terms of dlc contract relating 

24 to ~uch withhollllul;. An)' inte:relit Qceru'ing on cash payments with

2:, held ljhaJl 1,(, crg·ditl·.1 10 the bOllr.1 01' t.odUcatiOD. 

3. WiUJ rl'slwc(. 10 auy contract or agreement entered into by a 

2 board 01' etJucatioll pursu811l to section 1 of this Bet for which the 

3 contractor :<lullJ ngl'l'(' to the ,,-ithbolding of payments pursuant to 

4 section 2 of thili act, :!~,t of tbe ulIIlJunl dne on end, )lllrtia) payment 

;, shall II(? witlalJ(·I,J "y t1w hoard of 1!lIUClltioll pellding t.'Ompldioll of 

(j the {~ontruet or agrcl·Wl'Dt. 

1 4. 'fLis ad :-llall take e.T...'cl immetliately. 

STATEMENT 
Tbis bill supplemcnt.~ tbe •• Public School Contracts Law" (P. L. 

1977, e. 114; C. 1~A:18A-l C!t seq.) to make the requirement of 

withholdill~ parment. from COlltructorK until satisfaetory comple

tion of th.- job identical to tbose provisions in "The lJOcal Public 

Oontracts Luw," (P. L. 1971. c. 198). 

The lim J)ro\"ide~ tbat ""ben a contract for m'er $100,000,00 is 

entered into 1,>- a hoard of education involving tbe construction, rc.'

construction, alteration, repair or maintenabCt! of any building, 

structure, rUl'iJitr or otl,lcr impron'!mcnls to real property, tbe con

tract shall pro\'itlc for partial pnymenhi to be mude uulesll tbe 

contractor u:;rccs to tlepoKit IJOOtlK. Jr a contractor choosl~s to have 

1'Ctainu~c III..luctetl froUl cadi monthly progre88 paYIJJ(!nt rathl'r 

than to tleposit IKJllds. 2,/; of the alllount due 011 I'uch 11IIrtilli IJJlY

ment l'ilmlJ he withheld. 

Tbill hill rc>l'O~lIi7.('8 that retiueinJt cash flow to Uw ('ontractor 

frequ..ntl~· r(,l'Iul18 ill tl..IIlY or ImrtiKhip8 l~re8tl..l 011 the job, and 

that a lIiu"~tlllltiul t;t1m ill I'ebtinagt> iK hardly nCCC8~t)' wben tlle 

entire joh iR eO\'efe:c1 b~' tbe (·ontrol'lor'. payment and performance 

bond. 

EDUCATION-OENER.'\J. 
Conforms school eootradt low with local pubIie contracts law with 
...,.. to retaiDage. 



ASSEMBLY, No. 3589
 

STATE OF NEW JERSEY
 

INTRODUCED JANUARY 8, 1987 

By Assemblymen KELLY and THOMPSON 

AN ACT concerning retainage of payment in the case of certain 

public school contracts and supplementing chapter 18A of Title 

18A of the New Jersey Statutes. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Any contract or agreement, the total price of which exceeds 

2 $100,000.00, entered into by a board of education involving the con

3 struction, reconstruction, alteration, repair or maintenance of any 

4 building, structure, facility or other improvement to real property, 

5 shan provide for partial payments to be made at least once each 

6 month as the work progresses, unless the contractor shall agree to 

7 deposit bouds with the board of education pursuant to section 2 

8 of this act. 

1 2. 'Whenever any contract, the total price of which exceeds 

2 $100,000.00, entered into by a board of education for the construc

3 tion, reconstruction, alteratioll or repair of any lJuilding, structure, 

4 facility or other improvement to real property, requires the with

5 holding of payment of a percentage of the amount of the contract, 

6 the contractor may agree to the withholding of payments in the 

7 manner prescribed in the contract, or may deposit with the board 

8 of education negotiable bearer bonds of the State of New Jersey, 

9 or negotiable bearer bonds or notes of any political subdivision of 

10 the State, the value of which is equal to the amount necessary to 

11 satisfy the amount that otherwise would be withheld pursuant to 

12 the terms of the contract. The nature and amount of the bonds or 

13 notes to be deposited shall be subject to approval by the board 
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1~1 ot' education. For purposes of this section, "value" shall mean 

L) par value or current market value, whichever is lower. 

16 If the contractor agrees to the withholding of payments, the 

17 amount withheld shall be deposited, with a banking institution or 

18 savings and loan association insured by an agency of the federal 

19 government, in an account bearing interest at the rate currently 

20 paid by such institutions or associations on time or savings deposits. 

21 The amount withheld, or the bonds or notes deposited, and any 

22 interest accruing on such bonds or notes, shall be returned to the 

23 contractor upon fulfillment of the terms of the contract relating 

24 to such withholding. Any interest accruing on cash payments with

25 held shall be credited to the board of education. 

1 3. With respect to any contract or agreement entered into by a 

2 hoard of education pursuant to section 1 of this act for which the 

3 contractor shall agree to the withholding of payments pursuant to 

4 section 2 of this act, 2~1o of the amount due on each partial payment 

5 shall be withheld by the board of education pending completion of 

6 the contract or agreement. 

1 4. 'rIlis act shall take effect immediately. 

STATEMENT 

This bill supplements the "Public School Contracts Law" (P. L. 

1977, c. 114; C. 18A :18A-l et seq.) to make the requirement of 

withholding payment from contractors until satisfactory comple

tion of the job identical to those provisions in "The Local Public 

Contracts Law," (P. L. 1971, c. 198). 

The bill provides that when a contract for over $100,000.00 is 

entered into by a board of education involving the construction, re

construction, alteration, repair or maintenance of any building, 

structure, facility or other improvements to real property, the con

tract shall provide for partial payments to be made unless the 

contractor agrees to deposit bonds. If a contractor chooses to have 

retainage deducted from each monthly progress payment rather 

than to deposit bonds, 2% of the amount due on each partial pay

ment shall be withheld. 

This bill recognizes that reducing cash flow to the contractor 

frequently results in delay or hardships created on the job, and
 

. that a substantial sum in retainage is hardly necessary when the
 

entire job is covered by the contractor's payment and performance
 

bond. 

EDUCATION-GENERAL 

Conforms school contracts law with local public contracts law with 

respect to retainage. 
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ASSEMBLY EDUCATION C01Lf\fJTTEI 

STATE11EST rru 

ASS EJ'1 BLY, No. 358 9 

STATE OF NEW JERSEY 
DA TEn: M:\ Y le;. 10S7 

Till:' AsselllLI1.\ l;dlH:atioll COlllllliuc'c: iHYOrabJy reports ..::lssernlJly Bill 

1'0. ~;;)b~j. 

This l,ilJ nlOcliiies tll.. "}Jubli" SdJOo] Contracts l .. a\\" (I'. L. 1977, 

c. 114; C. 18A:J ..';.:\.-1 et sC'C].) to makc' the JlroYision.'- :.:overning t11(· 

withholclilJf,:: of payment hOl1l c'0])lra(:10r:-, uniil lhe sali:::factory com· 

pletion of a juL identical to tllOse provisions in "The Local l'ul.llic 

Contracts Law," (P. L. H17L c. I$J8). 

This 1Jill applies to :1ny hoard of eclucation contract for oyer 

$100.000.0CJ wbich illyolves 1he cons! ruction, alteration, repair or main

tenance of any building, structurl', facilit~- or otber real property. 

linder tbis bill, a scboo} honn; would afford a contractor tIle choice of 

Jepositill~ a bow] pr·nelin;.!: tllp "(JlJij,]dioll of the joh or agreein(! to a 

retainage d(·dlwtic:n from e~j C'll mont hly prOi!TeSS paY111ent. The rt'

~.' taina!2:e w011](l]w liuitC:'rl to not JnOJ'(' tklll :?~i of Nl.C'h monthly ra~-ment. 

,. 

~, 
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SEl\ATI IDLCATIOI, COMMITTEE 

ASS E1\1 BLY, No. 3589
 

STATE OF NEW JERSEY
 

'I'llt, :-;"11,11,' VLlllc,ltilili ('OJillllittl'" faYoral1ly ]'(']I01't:-: .A"sellll']~- Bi1J 

:\0, :-\;I"!) \\'itllout SI'IJ<l1I' eOllllllittl,(, allWllc11J}('11t",. 

TJti, l,i1l11J(ILliih':- t1J" .• j)lll,Jil' :'l'11(J(,1 ('OJJt1aC'ts Law" \ 1', L. ]'l7:-. r, 

11'+: (', 1c;c\:1 "c\-l C't H'<j,) to lliake t]JI' ]))'o\i:-i{fJI:-: g'OY\']')I!)];' tb' \',-itl!

])(jJ(li Jig of ]lnY11JC'nt 1')'0)]) contr,ll'W)':-: UldiJ the' ",atid'a(·to)'~- ('()lll])]ction 

of ,I ~(.]) idC'lItica] to t!iOH' ]11'oYi:-:iolli-' ill "TJjf· Loea] P11].lie C())J1rad:

Lm.·· (P. L. 1~1{1. e. 1!IS). 

Thi:-: ]lill ,11 \J llih:' to any board of ec1ura ti on eOlltract for oYer 

$] UU.nnll.1 I() \yhieh innl]n"S the' cOl::-:tnKtion, alteratioll, )'epair or 

maint()]]Hl1eC' of any builc1i1lg', f-'trudure, facility or othe1' )'('al pro]wrty, 

l'Jl(lpr t]lis 1Ji11, a sc·hool ]lO<I)',] vI/u1(1 affllnl H eontr'1('to1' t]ll' C'lloie(' of 

depo:-iti]J!2' a ]lond 11('lJ(]j1J,:,.', the <.'0111]J]('tio1J of the job or ap.:reeing to a 

1'(·taina!.!J· c1ec111ctioll 1')")111 ('[Ie]] JJIOnUJ1y r\T'O!:!.'1'C'SS lwynK1Jt. Tlte 1'("

talnng!:' \you]d be limitt,c1 to not more t]WlI :2~" of eacll ll1ont]Jl~- ]Hl~-1I1(·nt. 

a 
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