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NEWSLETLER

2026 USHERS IN MAJOR CHANGES IN
LAWS GOVERNING CA CONTRACTORS
AND REAL ESTATE DEVELOPERS

Every year, the California legislature enacts dozens
of laws affecting contractors and real estate
developers. As discussed below, this year is
particularly notable, for it ushers in a number of
statutory revisions and additions which are broad in
scope and reach.

The Legislature Makes Changes to
Retention and Change Order Procedures
On Large Private Projects

The following are new additions to the Civil Code
governing the amount of retention which may be
held, as well as the change order process on all
private non-residential and mixed-use residential
projects over four (4) stories. Note that the parties
may not contractually waive these statutory changes.

e New Civil Code § 8811 caps retention at five
percent (5%) on any contract entered into
after Jan. 1, 2026 relating to these types of
projects. Flow-down contracts may not
exceed the retention percentage stipulated in
the prime contract unless a subcontractor
fails to furnish payment and performancg
bonds requested at the time of bidding.
section also contains an attorneys;
provision, thus giving some tee
mandatory nature
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presented. A subcontractor has the they must include in their disclosures to buyers the
right to approve any settlement of its results of the report concerning the EEE, as required
claim in writing. by Civil Code § 5551.
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