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M arch  7 , 1995, In troduced  by R eps. M unsell, D obb , G oschka, D alm an , S chroer, 
D eLange, A nthony , B ullard , D olan , Bodem  and Byl and refe rred  to the C om m ittee  on 
C om m erce.

A b i l l  t o  r e q u i r e  o w n e r s  t o  p a y  c o n t r a c t o r s  a n d  c o n t r a c t o r s  

t o  p a y  s u b c o n t r a c t o r s  i n  a  t i m e l y  m a n n e r  o n  c e r t a i n  c o n s t r u c t i o n  

c o n t r a c t s ;  a n d  t o  p r o v i d e  f o r  r e m e d i e s .

THE PEO PLE OF THE STATE OF M ICHIGAN ENACT:

1 S e c .  1 .  T h i s  a c t  s h a l l  b e  k n o w n  a n d  m ay  b e  c i t e d  a s  t h e

2 " c o n s t r u c t i o n  p r o m p t  p a y m e n t  a c t " .

3 S e c .  2 .  A s u s e d  i n  t h i s  a c t :

4 ( a )  " C o n t r a c t o r "  m e a n s  a  p e r s o n  w h o  c o n t r a c t s  w i t h  a n o t h e r

5 t o  i m p r o v e  r e a l  p r o p e r t y  o r  p e r f o r m  o r  m a n a g e  c o n s t r u c t i o n

6 s e r v i c e s .  C o n t r a c t o r  i n c l u d e s  b o t h  t h e  p r i m e  c o n t r a c t o r  a n d  t h e

7 s u b c o n t r a c t o r .

8 ( b )  " I m p r o v e "  m e a n s  t o  b u i l d ,  a l t e r ,  r e p a i r ,  o r  d e m o l i s h  a n

9 i m p r o v e m e n t  u p o n ,  c o n n e c t e d  w i t h ,  o r  b e n e a t h  t h e  s u r f a c e  o f  a n y

10 r e a l  p r o p e r t y ,  t o  e x c a v a t e ,  c l e a r ,  g r a d e ,  f i l l ,  o r  l a n d s c a p e  a n y

11 r e a l  p r o p e r t y ,  t o  c o n s t r u c t  d r i v e w a y s  a n d  r o a d w a y s ,  t o  p e r f o r m
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1 l a b o r  u p o n  i m p r o v e m e n t s ,  o r  t o  p r o v i d e  d e s i g n  o r  o t h e r

2 p r o f e s s i o n a l  o r  s k i l l e d  s e r v i c e s  f o r  a n  i m p r o v e m e n t .

3 ( c )  " I m p r o v e m e n t "  i n c l u d e s ,  b u t  i s  n o t  l i m i t e d  t o ,  a l l  o r

4 a n y  p a r t  o f  a n y  b u i l d i n g ,  s t r u c t u r e ,  e r e c t i o n ,  a l t e r a t i o n ,  d e m o -

5 l i t i o n ,  e x c a v a t i o n ,  c l e a r i n g ,  g r a d i n g ,  f i l l i n g ,  l a n d s c a p i n g ,

6 t r e e s ,  s h r u b b e r y ,  d r i v e w a y s ,  a n d  r o a d w a y s  o n  r e a l  p r o p e r t y .

7 ( d )  " O w n e r"  m e a n s  a  p e r s o n  w ho h a s  a n  i n t e r e s t  i n  t h e  r e a l

8 p r o p e r t y  i m p r o v e d  a n d  f o r  whom a n  i m p r o v e m e n t  i s  m a d e  o r  w ho

9 o r d e r e d  t h e  im p r o v e m e n t  t o  b e  m a d e .  O w n er d o e s  n o t  i n c l u d e  a

10 s t a t e ,  l o c a l ,  o r  m u n i c i p a l  g o v e r n m e n t a l  e n t i t y .

11 ( e )  " P r i m e  c o n t r a c t o r "  m e a n s  t h e  p e r s o n  w ho c o n t r a c t s

12 d i r e c t l y  w i t h  a n  o w n e r  o r  o w n e r ' s  a g e n t .

13 ( f )  " R e a l  p r o p e r t y "  m e a n s  t h e  r e a l  e s t a t e  t h a t  i s  i m p r o v e d ,

14 i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  l a n d s ,  l e a s e h o l d s ,  t e n e m e n t s ,  h e r -

15 e d i t a m e n t s ,  a n d  i m p r o v e m e n ts  p l a c e d  o n  t h e  r e a l  p r o p e r t y .

16 ( g )  " R e t a i n a g e "  m e a n s  t h e  c o n t r a c t u r a l  r e t a i n a g e  o f  a n y

17 a m o u n t s  d u e  t o  e n s u r e  s a t i s f a c t o r y  c o m p l e t i o n  o f  t h e  c o n t r a c t e d

18 w o r k .

19 ( h )  " S u b c o n t r a c t o r "  m e a n s  a  p e r s o n  w ho h a s  c o n t r a c t e d  t o

20  f u r n i s h  l a b o r  o r  s u p p l y  m a t e r i a l s  f o r  a  c o n t r a c t o r  o r  a n o t h e r

21 s u b c o n t r a c t o r  i n  c o n n e c t i o n  w i t h  a  c o n t r a c t  t o  i m p r o v e  r e a l  p r o p -

22  e r t y ,  i n c l u d i n g  a n y  c h a n g e  o r d e r s .

23  S e c .  3 .  ( 1 )  E x c e p t  a s  p r o v i d e d  i n  s e c t i o n s  4 a n d  5 ,  a n

24  o w n e r  s h a l l  m ak e  p a y m e n t  i n  f u l l  t o  a  p r i m e  c o n t r a c t o r  u p o n

25  r e c e i v i n g  a  p r o p e r  s t a t e m e n t  o r  i n v o i c e  f o r  g o o d s  d e l i v e r e d ,

26  s t o r e d  m a t e r i a l ,  o r  s e r v i c e s  p e r f o r m e d  i n  a c c o r d a n c e  w i t h  t h e

2

0 4 0 5 1 '9 5



1 provisions of the contract between the prime contractor and

2 owner.

3 (2) The owner shall pay the prime contractor by first-class

4 mail or by personally delivering the undisputed amount of a

5 proper statement or invoice for work completed or services pro-

6 vided within 21  days of receipt by the owner of the statement or

7 invoice.

8 Sec. 4. The owner may return a defective invoice or state-

9 ment to the prime contractor within 7 days after receipt of the

10 defective invoice or statement. Interest shall continue to

11 accrue from the date the invoice or statement was received by the

12 owner for an invoice and statement returned within the 7-day

13 period.
14 Sec. 5. (1) Payment shall be made in full to the prime con-

15 tractor as provided in this section, unless the owner verifies 1

16 or more of the following:

17 (a) Unsatisfactory job progress.

18 (b) Defective construction not remedied.

19 (c) Third party claims filed, or reasonable evidence that a

20 claim will be filed.

21 (d) Damage to owner, contractor, or another subcontractor.

22 (e) Reasonable evidence that the contract or subcontract

23 cannot be completed for tne unpaid balance of the contract or

24 subcontract sum.

25 (f) A reasonable amount for retainage.

26 (2) Notification of any withholding shall be presented by

27 the owner to the contractor in writing within 7 days after the

3
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1 d a t e  t h e  o w n e r  r e c e i v e d  a n  i n v o i c e  o r  s t a t e m e n t .  T h i s

2 n o t i f i c a t i o n  s h a l l  c o n t a i n  t h e  r e a s o n  f o r  w i t h h o l d i n g  p a y m e n t  a n d

3 t h e  d o l l a r  a m o u n t  w i t h h e l d ,  n o t  t o  e x c e e d  t w i c e  t h e  v a l u e  o f  t h e

4 w o rk  o r  c l a i m  v e r i f i e d  u n d e r  s u b s e c t i o n  ( 1 ) .

5 ( 3 )  T h e  a m o u n t  w i t h h e l d  s h a l l  b e  d e p o s i t e d  i n  a n

6 i n t e r e s t - b e a r i n g  e s c r o w  a c c o u n t .

7 ( 4 )  T h e  a m o u n t  w i t h h e l d  p l u s  i n t e r e s t  s h a l l  b e  r e l e a s e d  t o

8 t h e  p r i m e  c o n t r a c t o r  u p o n  t h e  c o r r e c t i o n  o f  t h e  d e f e c t  t h a t  l e d

9 t o  t h e  w i t h h o l d i n g .

10 ( 5 )  An a m o u n t  s h a l l  n o t  b e  w i t h h e l d  o r  r e t a i n e d  u n d e r  t h i s

1 1 s e c t i o n  f o r  m o re  t h a n  30 d a y s  a f t e r  a c c e p t a n c e  o f  t h e  s t a t e m e n t

12 o r  i n v o i c e  o r  o c c u p a n c y  o f  t h e  p r o j e c t  b y  t h e  o w n e r ,  w h i c h e v e r  i s

13 e a r l i e r .

14 S e c .  6 .  An i n v o i c e  o r  s t a t e m e n t  r e c e i v e d  b y  t h e  o w n e r  t h a t

15 i s  n o t  r e t u r n e d  o r  n o t i c e  o f  w i t h h o l d i n g  p r e s e n t e d  w i t h i n  7 d a y s

16 i s  c o n s i d e r e d  t o  b e  a c c e p t e d  b y  t h e  o w n e r  a n d  p a y m e n t  i n  f u l l  i s

17 d u e  a n d  o w in g  i n  a c c o r d a n c e  w i t h  s e c t i o n  3 .

18 S e c .  7 .  ( 1 ) I f  a  p e r i o d i c  o r  f i n a l  p a y m e n t  t o  a  p r i m e  c o n -

19 t r a c t o r  i s  d e l a y e d  b y  m o re  t h a n  21 d a y s  a f t e r  t h e  r e c e i p t  o f  a

20  p r o p e r  s t a t e m e n t  o r  i n v o i c e ,  t h e  o w n e r  s h a l l  p a y  t h e  p r i m e  c o n -

21 t r a c t o r  i n t e r e s t ,  b e g i n n i n g  o n  t h e  d u e  d a t e ,  a t  t h e  r a t e  o f  2%

22 p e r  m o n th  o f  t h e  b a l a n c e  o w e d , o r  a  p r o  r a t a  f r a c t i o n  o f  t h e

23  m o n t h l y  i n t e r e s t  c a l c u l a t e d  o n  a  p e r  d ie m  b a s i s ,  o n  t h e  u n p a i d

24  b a l a n c e .

25  ( 2 )  T h e  p r i m e  c o n t r a c t o r ,  u p o n  r e c e i v i n g  d e l a y e d  p a y m e n t s

26  w i t h  i n t e r e s t ,  s h a l l  p a y  h i s  o r  h e r  s u b c o n t r a c t o r ' s  i n t e r e s t ,

27 b e g i n n i n g  o n  t h e  d a t e  i n t e r e s t  b e g a n  t o  a c c r u e  f o r  t h e  p r i m e
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1 c o n t r a c t o r ,  a t  t h e  r a t e  o f  2% p e r  m o n th  o f  t h e  b a l a n c e  o w e d ,  o r  a

2 p r o  r a t a  f r a c t i o n  o f  t h e  m o n t h l y  i n t e r e s t ,  o n  t h e  b a l a n c e  o w e d  t o

3 t h e  s u b c o n t r a c t o r .  T h e  p r i m e  c o n t r a c t o r  m ay d e d u c t  p r o p o r t i o n -

4 a t e l y  a n  a m o u n t  i n c u r r e d  i n  s e c u r i n g  t h e  d e l a y e d  p a y m e n t ,  i n c l u d -

5 i n g  c o u r t  c o s t s  a n d  r e a s o n a b l e  a t t o r n e y  f e e s .

6 S e c .  8 .  ( 1 )  A c o n t r a c t o r  s h a l l  p a y  h i s  o r  h e r  s u b c o n t r a c -

7 t o r s  w i t h i n  7 d a y s  a f t e r  r e c e i p t  b y  t h e  c o n t r a c t o r  o f  e a c h

8 p e r i o d i c  o r  f i n a l  p a y m e n t  o f  t h e  o w n e r ,  o r  w i t h i n  30 d a y s  a f t e r

9 t h e  d a t e  t h e  o w n e r  i s  g r a n t e d  o c c u p a n c y ,  w h i c h e v e r  i s  e a r l i e r .

10 ( 2 )  T h e  c o n t r a c t o r  s h a l l  p a y  a  s u b c o n t r a c t o r  b y  f i r s t - c l a s s

11 m a i l  o r  b y  p e r s o n a l l y  d e l i v e r i n g  t h e  f u l l  a m o u n t  d u e  f o r  t h e

12 s u b c o n t r a c t o r ' s  w o rk  a n d  m a t e r i a l s  b a s e d  o n  w o rk  c o m p l e t e d  o r

13 s e r v i c e  p r o v i d e d  u n d e r  t h e  s u b c o n t r a c t .

14 S e c .  9 .  ( 1 )  P a y m e n t s  s h a l l  b e  m ad e  i n  f u l l  t o  a  s u b c o n t r a c -

15 t o r  w i t h o u t  w i t h h o l d i n g  f o r  a n .  i n v o i c e  o r  s t a t e m e n t  t h a t  h a s  b e e n

16 a c c e p t e d ,  o t h e r  t h a n  a  r e a s o n a b l e  a m o u n t  f o r  r e t a i n a g e .

17 ( 2 )  T h e  p r i m e  c o n t r a c t o r  s h a l l  n o t  w i t h h o l d  a  h i g h e r  p e r c e n -

18 t a g e  f o r  r e t a i n a g e  t h a n  t h e  o w n e r  i s  w i t h h o l d i n g  f ro m  t h e  p r i m e

19 c o n t r a c t o r .

20 ( 3 )  N o t i f i c a t i o n  o f  a n y  w i t h h o l d i n g  o f  p a y m e n t  b y  a  c o n t r a c -

21 t o r  f r o m  a  s u b c o n t r a c t o r  m u s t  b e  p r e s e n t e d  i n  w r i t i n g  t o  t h e

22 o w n e r  a n d  t h e  s u b c o n t r a c t o r  b e f o r e  t h e  c o n t r a c t o r  s u b m i t s  a

23 s t a t e m e n t  o r  i n v o i c e  f o r  p a y m e n t  t o  t h e  o w n e r .  T h e  n o t i f i c a t i o n

24 s h a l l  c o n t a i n  t h e  r e a s o n  f o r  w i t h h o l d i n g  p a y m e n t  a n d  t h e  d o l l a r

25 a m o u n t  w i t h h e l d ,  n o t  t o  e x c e e d  t w i c e  t h e  v a l u e  o f  t h e  w o rk  i n

26 d i s p u t e .  T h e  a m o u n t  t o  b e  w i t h h e l d  f ro m  t h e  s u b c o n t r a c t o r  s h a l l
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1 not be included in the statement or invoice submitted to the

2 owner by the contractor.

3 (4) Notification of a defective invoice or statement or

4 reason for withholding payment from a subcontractor shall be

5 presented by the contractor to the subcontractor in writing

6 within 7 days after the date the contractor received the state-

7 ment or invoice from the subcontractor. This notification shall

8 state the defect in the invoice or statement or the reason for

9 withholding payment as provided under subsection (3).

10 (5) All invoices and statements received by the contractor

11 that are not returned or notice of withholding payment presented

12 within 7 days shall be considered to be accepted by the contrac-

13 tor and payment in full is due and owing in accordance with this

14 act.

15 Sec. 10. (1) If periodic or final payment to a subcontrac-

16 tor is delayed beyond the period required for payment in section

17 8, the contractor shall pay his or her subcontractor's interest,

18 beginning on the date payment is due at the rate of 2% of the

19 balance owed per month or a pro rata fraction of the monthly

20 interest calculated on a per diem basis, on the unpaid balance.

21 (2) If the contractor fails to pay the subcontractor,

22 through no fault of the subcontractor, within the time prescribed

23 in section 8, without prejudice to any other available remedy,

24 the subcontractor may stop work until payment of the amount owing

25 has been received.

26 Sec. 11. A statement or invoice from a subcontractor for

27 work completed or services provided shall be paid by the

6
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1 contractor as provided by this act and shall not be contingent

2 upon prior receipt of payment by that contractor from the owner

3 or other contractor.

4 Sec. 12. The owners, contractors, and subcontractors are

5 strictly prohibited from agreeing by contract or otherwise to

6 rates of interest less than or payment periods greater than

7 required by this act. Owners, contractors, and subcontractors

8 may agree by contract to greater interest rates or shorter pay-

9 ment periods than required by this act.

1 0 Sec. 13. This act does not apply to a contract provided for

1 1 under Act No. 279 of the Public Acts of 1984, being sections 

12 17.51 to 17.57 of the Michigan Compiled Laws.

13 Sec. 14. ( 1) This act does not limit the rights or remedies

14 available to a person under any other statute of this state.

15 (2) In addition to any other remedy, a person may bring an

16 action to recover damages caused by a violation of this act. The

17 court shall award the person the amount of actual damages caused

18 by the violation, plus costs and reasonable attorney fees.
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