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CHAPTER 486

AN ACT HB 2415

Relating to payments on contracts; creating new
provisions; and amending ORS 279C.570 and
701.420.

Be It Enacted by the People of the State of Or-
egon:

SECTION 1. ORS 279C.570 is amended to read:
279C.570. (1) It is the policy of the State of Ore-

gon that all payments due on a public improvement
contract and owed by a contracting agency shall be
paid promptly. No contracting agency is exempt from
the provisions of this section.

(2) Contracting agencies shall make progress
payments on the contract monthly as work
progresses on a public improvement contract. Pay-
ments shall be based upon estimates of work com-
pleted that are approved by the contracting agency.
A progress payment is not considered acceptance or
approval of any work or waiver of any defects
therein. The contracting agency shall pay to the
contractor interest on the progress payment, not in-
cluding retainage, due the contractor. The interest
shall commence 30 days after receipt of the invoice
from the contractor or 15 days after the payment is
approved by the contracting agency, whichever is
the earlier date. The rate of interest charged to the
contracting agency on the amount due shall equal
three times the discount rate on 90-day commercial
paper in effect at the Federal Reserve Bank in the
Federal Reserve district that includes Oregon on the
date that is 30 days after receipt of the invoice from
the contractor or 15 days after the payment is ap-
proved by the contracting agency, whichever is the
earlier date, but the rate of interest may not exceed
30 percent. If the contract price exceeds $500,000,
the contracting agency shall place amounts de-
ducted as retainage into an interest-bearing
escrow account. Interest on the retainage
amount accrues from the date the payment re-
quest is approved until the date the retainage is
paid to the contractor to which it is due.

(3) Interest shall be paid automatically when
payments become overdue. The contracting agency
shall document, calculate and pay any interest due
when payment is made on the principal. Interest
payments shall accompany payment of net due on
public improvement contracts. The contracting
agency may not require the contractor to petition,
invoice, bill or wait additional days to receive inter-
est due.

(4) When an invoice is filled out incorrectly,
when there is any defect or impropriety in any sub-
mitted invoice or when there is a good faith dispute,
the contracting agency shall so notify the contractor
within 15 days stating the reason or reasons the in-
voice is defective or improper or the reasons for the
dispute. A defective or improper invoice, if corrected
by the contractor within seven days of being notified
by the contracting agency, may not cause a payment

to be made later than specified in this section unless
interest is also paid.

(5) If requested in writing by a first-tier subcon-
tractor, the contractor, within 10 days after receiv-
ing the request, shall send to the first-tier
subcontractor a copy of that portion of any invoice,
request for payment submitted to the contracting
agency or pay document provided by the contracting
agency to the contractor specifically related to any
labor or materials supplied by the first-tier subcon-
tractor.

(6) Payment of interest may be postponed when
payment on the principal is delayed because of disa-
greement between the contracting agency and the
contractor. Whenever a contractor brings formal ad-
ministrative or judicial action to collect interest due
under this section, the prevailing party is entitled to
costs and reasonable attorney fees.

(7) A contracting agency may reserve as
retainage from any progress payment on a public
improvement contract an amount not to exceed five
percent of the payment. As work progresses, a con-
tracting agency may reduce the amount of the
retainage and the contracting agency may eliminate
retainage on any remaining monthly contract pay-
ments after 50 percent of the work under the con-
tract is completed if, in the contracting agency’s
opinion, such work is progressing satisfactorily.
Elimination or reduction of retainage shall be al-
lowed only upon written application by the contrac-
tor, and the application shall include written
approval of the contractor’s surety. However, when
the contract work is 97.5 percent completed the
contracting agency may, at the contracting agency’s
discretion and without application by the contractor,
reduce the retained amount to 100 percent of the
value of the contract work remaining to be done.
Upon receipt of a written application by the con-
tractor, the contracting agency shall respond in
writing within a reasonable time.

(8) The retainage held by a contracting agency
shall be included in and paid to the contractor as
part of the final payment of the contract price. The
contracting agency shall pay to the contractor in-
terest at the rate of 1.5 percent per month on the
final payment due the contractor, interest to com-
mence 30 days after the work under the contract has
been completed and accepted and to run until the
date when the final payment is tendered to the con-
tractor. The contractor shall notify the contracting
agency in writing when the contractor considers the
work complete and the contracting agency shall,
within 15 days after receiving the written notice,
either accept the work or notify the contractor of
work yet to be performed on the contract. If the
contracting agency does not, within the time al-
lowed, notify the contractor of work yet to be per-
formed to fulfill contractual obligations, the interest
provided by this subsection shall commence to run
30 days after the end of the 15-day period.

(9)(a) The contracting agency shall pay, upon
settlement or judgment in favor of the contractor
regarding any dispute as to the compensation due a
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contractor for work performed under the terms of a
public improvement contract, the amount due plus
interest at the rate of two times the discount rate,
but not to exceed 30 percent, on 90-day commercial
paper in effect at the Federal Reserve Bank in the
Federal Reserve district that includes Oregon on the
date of the settlement or judgment, and accruing
from the later of:

(A) The due date of any progress payment re-
ceived under the contract for the period in which
such work was performed; or

(B) Thirty days after the date on which the claim
for the payment under dispute was presented to the
contracting agency by the contractor in writing or
in accordance with applicable provisions of the con-
tract.

(b) Interest shall be added to and not made a
part of the settlement or judgment.

SECTION 2. ORS 701.420 is amended to read:
701.420. (1) Partial payment is allowed and may

be made on contracts for construction and home im-
provement. An owner, contractor or subcontractor
may withhold as retainage an amount equal to not
more than five percent of the contract price of the
work completed. Partial payment allowed under this
subsection is not acceptance or approval of some of
the work or a waiver of defects in the work.

(2)(a) The owner, contractor or subcontractor
shall pay interest at the rate of one percent per
month on the final payment due the contractor or
subcontractor. The interest shall commence 30 days
after the contractor or subcontractor has completed
and the owner has accepted the work under the
contract for construction for which the final pay-
ment is due. The interest shall run until the date
when final payment is tendered to the contractor or
subcontractor. When the contractor or subcontractor
considers the work that the contractor or subcon-
tractor is contracted to perform to be complete, the
contractor or subcontractor shall notify the party to
whom the contractor or subcontractor is responsible

for performing the construction work under the
contract. The party shall, within 15 days after re-
ceiving the notice, either accept the work or notify
the contractor or subcontractor of work yet to be
performed under the contract. If the party does not
accept the work or does not notify the contractor or
subcontractor of work yet to be performed within
the time allowed, the interest required under this
subsection shall commence 30 days after the end of
the 15-day period.

(b) If the contract price exceeds $500,000, the
owner, contractor or subcontractor shall place
amounts withheld as retainage into an interest-
bearing escrow account. Interest on the
retainage amount accrues from the date the
payment request is approved until the date the
retainage is paid to the contractor or subcon-
tractor to which it is due.

(3) When a contractor pays a subcontractor in
full, including the amount the contractor withheld
as retainage, the owner with whom the contractor
has the contract shall pay the contractor, out of the
amount that the owner withheld from the contractor
as retainage, a sum equal to the amount of retainage
that the contractor paid the subcontractor. The con-
tractor shall notify the owner when the contractor
pays a subcontractor in full under this section and
the owner shall, within 15 days after receiving the
notice, pay the contractor the amount due the con-
tractor under this subsection. Interest on the
amount due the contractor at the rate of one percent
per month shall commence 30 days after the owner
receives notice of full payment to the subcontractor.

SECTION 3. The amendments to ORS
279C.570 and 701.420 by sections 1 and 2 of this
2019 Act apply to contracts entered into on or
after the effective date of this 2019 Act.

Approved by the Governor June 25, 2019
Filed in the office of Secretary of State June 26, 2019
Effective date January 1, 2020

2



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 0
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 600
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 600
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /None
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (LSC Communication Standard for creating press quality PDF files.)
  >>
  /ExportLayers /ExportVisiblePrintableLayers
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames false
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        13.500000
        13.500000
        13.500000
        13.500000
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /WorkingCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 30
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


