AMENDED IN ASSEMBLY JULY 30, 1998
AMENDED IN ASSEMBLY JUNE 23, 1998
AMENDED IN SENATE JANUARY 21, 1998
AMENDED IN SENATE JANUARY 5, 1998
AMENDED IN SENATE APRIL 15, 1997
AMENDED IN SENATE APRIL 3, 1997

SENATE BILL No. 704

Introduced by Senator Polanco

February 25, 1997

Ar—aet—to—amend—Sechon—+160—of—the—Busiress- and
Professions—Code—to—amend—Sechons—3097—and—3266-4—o0f the
CiviCoede—and—to—amend—Secton—4110—ofthe PublicContract
An act to amend Section 3260.1 of the CW®wbde, relating to
contracting.

LEGISLATIVE COUNSEL'S DIGEST

SB 704, as amended, Polanco. Contracting.

The Contractors’ State License Law provides for the
licensing and regulation of contractors by the Contractors’
State License Board.

This bill would require the board to hold a public hearing
and to recommend ways to enhance consumers’ financial
protection when contracting for residential construction
services, and to present a detailed report to the Legislature
and Governor by April 1, 1999.
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SB 704 —2—

This bill would also make a technical cross-reference
change to a provision of the Civil Code.

Exstng—taw—prowdes—that—any—perser—who—s—mheuced



changeas-speeified.
Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:
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— 11— SB 704

SECTION 1. Section 3260.1 of the Civil Code is
amended to read:

3260.1. (a) This section is applicable with respect to
all contracts entered into on or after January 1, 1992,
relating to the construction of any private work of
improvement.

(b) Except as otherwise agreed in writing, the owner
shall pay to the contractor, within 30 days following
receipt of a demand for payment in accordance with the
contract, any progress payment due thereunder as to
which there is no good faith dispute between the parties.
In the event of a dispute between the owner and the
contractor, the owner may withhold from the progress
payment an amount not to exceed 150 percent of the
disputed amount. If any amount is wrongfully withheld in
violation of this subdivision, the contractor shall be
entitted to the penalty specified in subdivision (g) of
Section 3260.

(c) Nothing in this section shall be deemed to
supersede any requirement of Section 3260 respecting
the withholding of retention proceeds.

SEC—4—Section—4110—ofthePublic Centract—Code is
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SEC. 2. (a) The Legislature finds and declares that
buying a house and remodeling a home are the largest
expenditures that consumers typically make in their
lifetimes, and that current law leaves Californians
financially exposed in various ways with respect to
contractors of residential construction services, including
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job abandonment, malfeasance, and injuries or accidents
that occur on consumers’ property.

(b) In order to better protect consumers of residential
construction services, the Contractors’ State License
Board shall hold a public hearing and shall recommend
ways to enhance consumers’ financial protections when
contracting for residential construction services. A
detailed report shall be presented by the board to the
Legislature and the Governor by April 1, 1999.
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