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ASSEMBLY THIRD READING 

AB 1776 (Gallagher) 

As Amended  March 24, 2022 

Majority vote 

SUMMARY 

Makes resource conservation districts eligible for specified late payment penalties, pursuant to 

the state's Prompt Payment Act, when state agencies are delinquent in making contract payments. 

Major Provisions 
1) Adds resource conservation districts (RCD) to the list of entities eligible for late payment 

penalties under the state's Prompt Payment Act.  

2) Includes restoration activities performed by a RCD under grant-funded victim services and 

prevention programs administered by the state.   

3) Specifies that in the event a state agency fails to make timely payment because no Budget 

Act has been enacted, penalties shall continue to accrue to a RCD, certified small business, 

nonprofit organizations, nonprofit public benefit corporations, and a small business or 

nonprofit organization that provides services or equipment under the Medi-Cal program, until 

the time that invoice is paid.  

4) Exempts a contract with a RCD from the 30-calendar day extension provision for businesses, 

as specified, under contract with the Department of Forestry and Fire Protection for invoices 

subject to late payment penalties during the annually declared fire season.  

COMMENTS 

Under the Prompt Payment Act, state agencies that acquire property or services pursuant to a 

contract with a business are required to make payment on the date required by the contract, or 

within 45 days of the state agency's receipt of an undisputed invoice. If this requirement is not 

met, state agencies must automatically calculate and pay appropriate late payment penalties as 

specified in Government Code Section 927, et seq.  Late payments may occur for a variety of 

reasons, including administrative decisions relating to cash flow, bond sales, or delays in meeting 

conditions set forth in federal legislation. 

Existing law specifies that penalties paid by a state agency to a certified small business, nonprofit 

organization, nonprofit public benefit corporation, and a small business or nonprofit that 

provides services or equipment under Medi-Cal shall be calculated at a rate of 10% above the 

United State Prime Rate on June 30th of the prior year. This bill would include RCDs within the 

prompt payment provisions applicable to the above entities.  

Existing law also requires an extension of 30 calendar days for businesses under contract with 

the Department of Forestry and Fire Protection, as specified, whose invoices would become 

subject to late payment penalties during the annually declared fire season. This bill would 

include RCDs in the exemption to this extension, similar to certified small businesses, nonprofit 

organizations, and nonprofit public benefit corporations.  
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Resource Conservation Districts 

RCDs are special districts created to address a wide variety of conservation issues, including: 

forest fuel management, water and air quality, wildlife habitat restoration, soil erosion control, 

and conservation education.  California currently has 95 RCDs, most of which are funded largely 

through state and federal grants. RCDs often contract with the state for bond-funded projects. 

Anecdotal evidence suggests some state agencies are frequently months late in their grant 

payments to RCDs, potentially jeopardizing the viability of the districts and their projects. 

According to the Author 
"RCD's are a vital part of local communities, resource management, and conservation efforts.  

They efficiently and successfully complete local habitat, conservation, and fuel load 

management projects and provide state regulatory compliance assistance in partnership with state 

agencies.  Yet, state agencies repeatedly delay grant payments for months, leaving these small, 

streamlined organizations in precarious positions." 

Arguments in Support 
The California Special Districts Association (CSDA) writes, "CSDA represents special districts 

that provide millions of Californians with essential local services such as water, fire protection, 

sanitation, libraries and recreation and parks…California and its state agencies rely heavily on 

RCDs to do important work in their communities to keep them safe. However, late payments 

from state agencies to RCDs continue to hamper the districts' ability to administer state contracts. 

Since RCDs do not receive funding for basic capacity, they do not have adequate cash reserves 

to advance money to their contractors while waiting for payment from the state agencies that 

have funded the projects. This means important wildfire and environmental safety projects may 

never get completed. Including RCDs in the prompt payment provisions the same way small 

businesses are included is equitable and necessary in order for them to continue doing the vital 

work they do for communities."  

Arguments in Opposition 
None on file. 

FISCAL COMMENTS 

According to the Assembly Appropriations Committee:  

Costs of an unknown amount, likely in the low- to mid-hundreds of thousands of dollars 

(General Fund and Special Fund), annually to pay late payment penalties to RCDs. The state's 95 

RCDs have numerous contracts with state entities, ranging in value from a few hundred thousand 

to millions of dollars. Anecdotally, RCDs report it is common for state agencies to be 30 to 90 

days late with their grant payments to an RCD. 

While the State Controller's Office (SCO) processes late payments, it does so on behalf of state 

agencies that have the initial responsibility of ensuring grant payments are on time. There is no 

central database of grants and specific information on late payment penalties is difficult to 

obtain. In general, the contracting state entity has 30 days to submit the claim and the SCO has 

15 days to issue the check.  When the contracting state entity submits a late claim, this may be 

unknown to the SCO because the entity adjusts the claim to include late payment penalties. 
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VOTES 

ASM ACCOUNTABILITY AND ADMINISTRATIVE REVIEW:  7-0-0 
YES:  Petrie-Norris, Patterson, Gray, Lackey, Medina, Rodriguez, Irwin 

 

ASM APPROPRIATIONS:  16-0-0 
YES:  Holden, Bigelow, Bryan, Calderon, Carrillo, Megan Dahle, Davies, Mike Fong, Fong, 

Gabriel, Eduardo Garcia, Levine, Quirk, Robert Rivas, Akilah Weber, Wilson 

 

UPDATED 

VERSION: March 24, 2022 

CONSULTANT:  Korinne Sugasawara / A. & A.R. / (916) 319-3600   FN: 0002749 




