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Legislative Representation for Over 2000 Construction Employers 

 

VOTE YES ON SB 178 (Senate Asst. Majority Leader Holmes) 

Public Construction Bond Act 
 

Illinois Local governments require construction contractors furnish a surety bond to guarantee the 
work will be completed well and on time, and subcontractors are paid.  In addition, those same local 
governments withhold retainage, typically 10% for the length of the project, from contractors on 
which payment is due for completed work.  On a years’ long project, this creates a cashflow burden 
on contractors and subcontractors.  This obviously unfairly impacts all contractors, and is certainly 
overdue to be rectified. However, smaller and undercapitalized contractors and subcontractors are 
especially hard hit by the combined detrimental effect of both the need to finance a surety bond and 
the inability to receive retainage on work completed and for which they have paid their laborers and 
material suppliers.  This prevents smaller contractors and subcontractors, including minority and 
women owned enterprises, from being awarded a fair share of public contracting work in Illinois.  To 
address this problem, some local Illinois governments, such as the City of Chicago and Cook County, 
have reduced or eliminated the withholding of retainage on their projects.  In addition, some state 
agencies, including the Illinois Capital Development Board, have reduced retainage on their projects.  
Though many other states restrict retainage withheld on public projects, Illinois is not among them. 

Issue: 

Retainage is still withheld at an unreasonably high rate of 10% for most local government 
construction projects - this is in addition to requiring a payment and performance surety bond.  The 
combination of the two is excessive, and creates unnecessary cashflow burdens.  A barrier to entry 
into the construction industry is the inability to acquire sufficient operating capital.  Illinois has well-
intentioned laws to promote the awarding of public construction contracts to minority and women 
owned businesses, but these opportunities are still difficult to obtain, in part because newer and 
smaller companies often lack sufficient operating capital to bid on public projects.  Addressing the 
struggles faced by smaller and newly formed construction companies with cash flow and bond 
capacity will increase the opportunity for those companies to gain a fair share of public construction 
work in Illinois.     

Solution: 

IMSCA is asking for your support and a “yes” vote on SB 178.  This bill amends the Public Construction 
Bond Act to provide that a local government entity may not require retainage when a contractor has 
furnished a surety bond or its equivalent.  SB 178 will ensure local governments are still protected 
with a surety bond, while lessening the barriers of entry for smaller and undercapitalized construction 
companies to compete for public work.  There is no need for requiring both surety bonds and 
retainage on local government construction projects.  SB 178 will ease cash flow burdens and open 
the door for smaller, newly formed and weakly capitalized construction companies to participate in 
the competitive bid process for local government construction projects.  Further, SB 178 will make 
public construction opportunities more accessible and will encourage new developments in Illinois.  


