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Overview 

This bill modifies existing requirements for building and construction contracts 

for the improvement of real property (i.e., real estate), highways, roads, and 

bridges. 

H.F. 1234 provides that any contract, management system, or procedure that 

restricts, delays, or prohibits a party to the contract from submitting invoices is 

contrary to public policy and unenforceable. It also requires the state and local 

governments to provide notification to each of a project’s contractors and 

subcontractors when issuing a preliminary or final project payment. 

Sections 1 and 2 are specific to state and local government contracts. Section 3 is 

coded in Minnesota Statutes, chapter 337, and applies to nongovernmental 

building and construction projects. 

Summary 

Section Description 

1 Retainage. 

Provides that in the context of state or local construction contracts for the 
improvement of real property or highways, any contract, management system, or 
procedure that restricts, delays, or prohibits a party from submitting an invoice is 
contrary to public policy and void and unenforceable. 

2 Notification to contractors and subcontractors of payment. 

Requires the state and local units of government to notify all contractors and 
subcontractors for a real property or highway improvement project of any progress 
payment, retainage payment, final payment, or other payment within three business 
days of making the payment. Prohibits the state and local governments from 
charging a contractor or subcontractor for this notice. 
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Section Description 

3 Progress payments and retainages. 

Provides that in the context of real property and highway improvement projects 
generally, any contract, management system, or procedure that restricts, delays, or 
prohibits a party from submitting an invoice is contrary to public policy and void and 
unenforceable. 
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