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SUBJECT: Resource conservation districts:  California Prompt Payment Act 

 

 

DIGEST:    This bill adds a resource conservation district (RCD) to the list of 

entities entitled to a late payment penalty from the state, as specified, and exempts 

contracts with RCDs from specified extension provisions, as specified. 

 

ANALYSIS: 

 

Existing law: 

 

1) The California Prompt Payment Act generally provides that a state agency that 

acquires property or services pursuant to a contract with a business but fails to 

make payment to the person or business on the date required by the contract is 

subject to a late payment penalty, as specified. 

 

2) Requires state agencies to pay applicable penalties, without requiring that the 

claimant submit an additional invoice for these amounts, whenever the state 

agency fails to submit a correct claim to the California State Controller 

(Controller) by the required payment approval date and payment is not issued 

within 45 days from the state agency receipt of an undisputed invoice. 

 

3) Requires a state agency to pay, through the Controller, to the claimant a penalty 

at a rate of 10% above the United States Prime Rate on June 30 of the prior 

fiscal year (FY) if the claimant is a certified small business, a nonprofit 

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

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

program, as prescribed. 

 

4) Requires, if the Director of Finance (DOF) determines that a state agency or the 

Controller is unable to promptly pay an invoice due to a major calamity, 

disaster, or criminal act, the late payment penalty provisions be suspended, 
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except as they apply to certain claimants, including a certified small business, a 

nonprofit organization, or a nonprofit public benefit corporation. 

 

5) Requires the required payment approval date, as defined, to be extended by 30 

calendar days if an invoice from a business under a contract with the 

Department of Forestry and Fire Protection (CalFIRE) would become subject to 

late payment penalties during the annually declared fire season, as specified. 

 

6) Establishes RCDs as legal subdivisions of the state and, as such, are not-for-

profit entities.  For the purpose of contracting with state agencies only, resource 

conservation districts shall be considered agencies of the state. 

 

This bill: 

 

1) Adds RCDs to the list of entities eligible for late payment penalties under the 

Prompt Payment Act, as specified. 

 

2) Adds restoration activities performed by an RCD to existing grant-funded 

victim services and prevention programs administered by the state.  

 

3) Adds RCDs to the exempted entities regarding the existing automatic 30 

calendar day extension of contracts with CalFIRE that would become subject to 

late payment penalties during the annually declared fire season, as specified. 

 

4) Adds RCDs the list of exempted entities regarding the suspension of late 

payment penalties due to a major calamity, disaster, or criminal act, as 

specified. 

 

Background 
 

Purpose of the Bill.  According to the author’s office, “RCDs 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.” 

 

California’s Prompt Payment Act.  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 
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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 CalFIRE, 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.  

 

Resource Conservation Districts.  RCDs are special districts first founded after the 

Dust Bowl in the 1930s and created to bring federal and state funding and technical 

assistance to farmers and ranchers so that they could voluntarily conserve water, 

soil, and wildlife habitat on their land with the help of a local and neutral partner.  

Today, RCDs 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.  Existing law establishes RCDs as legal subdivisions of the state 

and, as such, are not-for-profit entities.  For the purpose of contracting with state 

agencies only, RCDs are considered agencies of the state, and not eligible for late 

payment penalties.  This bill adds RCDs to the list of entities eligible for late 

payment penalties. 

 

Previous Attempts.  AB 2992 (LaMalfa, 2008) was substantially similar to this bill, 

and would have made RCDs eligible for specified late payment penalties pursuant 

to the Prompt Payment Act when state agencies are delinquent in making contract 

payments to RCDs, as specified.  That bill was vetoed by then Governor Arnold 

Schwarzenegger who wrote the following: 
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The historic delay in passing the 2008-2009 State Budget has forced me to 

prioritize the bills sent to my desk at the end of the year’s legislative session.  

Given the delay, I am only signing bills that are the highest priority for 

California.  This bill does not meet that standard and I cannot sign it at this 

time. 

 

Prior/Related Legislation 

 

AB 727 (Nielsen, 2009) would have included RCDs within the list of entities 

entitled to late payment penalties when a state entity fails to make payment for 

goods and services to an RCD pursuant to a contract, as specified.  (Held on the 

Senate Appropriations Suspense File) 

 

AB 2992 (LaMalfa, 2008) would have made RCDs eligible for specified late 

payment penalties, pursuant to the state’s Prompt Payment Act, when state 

agencies are delinquent in making contract payments to RCDs.  (Vetoed by 

Governor Schwarzenegger) 

 

FISCAL EFFECT:     Appropriation:  No    Fiscal Com.:   Yes     Local:   No 

SUPPORT:   
 

California Association of Resource Conservation Districts 

California Special Districts Association 

Glenn County Resource Conservation District 

Resource Conservation District of Tehama County 

Sutter County Resource Conservation District 

 

OPPOSITION: 
 

None received 

 

ARGUMENTS IN SUPPORT:    In support of the bill, the California Special 

Districts Association (CSDA) writes that, “RCDs are ‘special districts’ organized 

under the state Public Resources Code, each with a locally-elected or appointed 

governing board made up of local volunteers.  RCDs address a wide variety of 

conservation issues such as forest fuel management, water and air quality, wildlife 

habitat restoration, soil erosion control, and conservation education.  California and 

its state agencies rely heavily on RCDs to do important work in their communities 

to keep them safe.”  
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Further, CSDA states that, “[h]owever, 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.  For these reasons, CSDA is pleased to support Assembly Bill 

1776 (Gallagher).” 

 

 


