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Current law provides that any public entity failing to make any progressive stage payment within 45 days following receipt of
a certified request for payment, without reasonable cause, shall be liable for reasonable attorney fees and interest charged
at 0.5% accumulated daily, not to exceed 15%. Proposed law provides an exception to the current law for public entities
that receive all or a portion of the funding for the public works contract from another public entity or the United States
government; provides that interest shall not begin to run unless and until the public entities receives funds from the paying
public entity; provides that the contracting entity shall pay within five days of receipt of the funds from the paying public
entity and failure to pay within the five days will subject the contracting public entity with attorney fees and interest
pursuant to current law. Proposed law provides for exceptions to time-limits provided for in current law during a
gubernatorially or presidentially declared emergency. Proposed law authorizes the time limit requirements provided for in
current law be extended by written agreement of the public entity and the contractor.

Proposed law may result in an indeterminable decrease in state expenditures, potentially across all means of finance
(reported in this fiscal note as SGF for simplicity), and an indeterminable decrease in Local Fund expenditures for political
subdivisions, to the extent that the exemptions for payment under contract decreases the amount of attorney fees or
interest owed due to late payment. Proposed law provides three exemptions to the statutory 45 day deadline to make
progressive stage payments: (1) the public entity is receiving all or a portion of funding for the contract from a different
public entity or the United States government, and has not receive the funding from the paying entity; (2) there is a
gubernatorially or presidentially declared emergency; and (3) there is a written agreement between the contractor and the
public entity to extend the time limits. The exact fiscal impact is indeterminable, as it is unknown how often these
exemptions will apply to public entities who fail to make progressive payments within 45 days of receipt of a certified
request for payment.

There is no anticipated direct material effect on governmental revenues as a result of this measure.
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