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June 28, 2021 
 
 
The Honorable Mark Stone, Chair 
Assembly Judiciary Committee  
1020 N Street, Room 104 
Sacramento, CA 95814 
 
RE:  Senate Bill 727 (Leyva) – Oppose Unless Amended – HOUSING KILLER  
 
Dear Chairman Stone: 
 
The California Building Industry Association (CBIA) and the organizations listed above respectfully 
oppose unless amended Senate Bill 727, and have designated it as a Housing Killer.  The purpose of 
the Housing Killer List is to identify legislation that will further exacerbate the current housing crisis 
for Californians in dire need of affordable places for them and their families to live. 
 
In 2017, the California Conference of Carpenters sponsored AB 1701.  It initially contained provisions 
like those contained in SB 727, namely, imposing penalties and liquidated damages on homebuilders 
if a subcontractor fails to pay wages or fringe benefits for their employees.  CBIA along with many of 
the organizations signed on here strongly opposed the inclusion of penalties and liquidated damages.  
When the sponsors agreed to remove the penalties and liquidated damages applied to homebuilders 
(“direct contractors”), much of that opposition went neutral on AB 1701. 
 
Penalties and liquidated damages are punitive and like punitive damages are only appropriate when 
an intentional wrong is committed with malice aforethought.  This is not and cannot be the case 
when the party penalized (the homebuilder or general contractor) does not know or control what the 
other party (subcontractor) does.  Moreover, there is no public list made available by any public 
agency that identifies bad actors. 
 
The cost to homebuilders and general contractors that arise from a subcontractor not paying their 
employees far exceed the liability imposed pursuant to AB 1701.  Homebuilders, in particular, not 
only own and develop the land on which new homes are constructed but they also act as direct 
contractors for those projects.  Once complete, the new home is sold to a homebuyer.  AB 1701 
made homebuilders guarantors of wage and benefit payments to subcontractor employees – as well 
as imposing liability for attorneys’ fees, expert witness and other costs and interest.  This exposed 
homebuilders (and homebuyers) to the added costs of having to pay twice for the same labor. 
 
If a subcontractor abandons its responsibility, the homebuilder or general contractor must find a 
replacement for the subcontractor.  This adds costs and delays the completion of the home which 
must be delivered to a consumer by a date certain.  A delayed closing of escrow imposes more costs 
on the homebuilder by having to extend lock in periods for mortgage rates, finding alternative 
temporary shelter for the buyer and other concessions.  There are also additional costs borne by the 
homebuilder for warranty costs for 10 years after completion that are now not covered by the 
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subcontractor.  Claims that all this does not provide enough deterrence to homebuilders is not 
supported by the facts or reason. 

AMENDMENTS TO REMOVE OPPOSITION 

Notwithstanding the foregoing, CBIA has developed and proposed amendments to SB 727 that would 
give the author and sponsor the payroll review they seek while providing flexibility to the director 
contractor into how it’s conducted.  To that end, we’ve proposed:  

REQUESTED AMENDMENTS: 

1. Payroll Review

(a)(3) The direct contractor’s liability under this section shall extend to penalties and liquidates 
damages only as follows: 

If a worker employed by a subcontractor on a private construction project is not paid the wage, fringe 
or other benefit payment or contribution owed by the subcontractor on account of the worker’s 
performance of labor on that project, the direct contractor of the project is not liable for any associated 
penalties or liquidated damages under paragraph (2) unless the direct contractor had knowledge of 
the subcontractor’s failure to pay the specified wage, fringe or other benefit payment or contribution, 
or the direct contractor fails to comply with all of the following requirements: 

(A) Either:

(i) The contractor shall monitor the payment by the subcontractor of wage, fringe or other
benefit payment or contribution to the employees or the labor trust fund, by periodic
review of the subcontractor’s payroll records which, at a minimum, contain the information
set forth in subdivision (a) of Section 226, and which are payroll records as contemplated
by Section 1174.

(ii) The subcontractor shall provide to the Division of Labor Standards Enforcement the
subcontractor’s payroll records which, at a minimum, contain the information set forth in 
subdivision (a) of Section 226, and which are payroll records as contemplated by Section 
1174, and the Division shall monitor the payment by the subcontractor of wage, fringe or 
other benefit payment or contribution to the employees or the labor trust fund, by periodic 
review of the subcontractor’s payroll records.  Upon receipt of the subcontractor’s payroll 
records, the Division shall promptly send a confirmation to the direct contractor that it has 
received the payroll records.  The confirmation shall not include the payroll records.  The 
Division shall notify the contractor and subcontractor on a private works project within 15 
days of discovering a violation of this subparagraph (ii). The Division may charge a fee to 
cover the cost of the review. 

Notwithstanding any other provision of law, the direct contractor shall notify the subcontractor 
with which it has privity of the direct contractor’s choice, and the subcontractor at every tier shall 
fully comply with the direct contractor’s notice. 
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1. Conforming amendments to subdivision (f)

(f) (1) Upon request by a direct contractor to a subcontractor, the subcontractor and any lower tier
subcontractors under contract to the subcontractor shall provide payroll records, which, at a minimum,
contain the information set forth in subdivision (a) of Section 226, and which are payroll records as
contemplated by Section 1174, of its employees who are providing labor on a private work, which
payroll records shall be marked or obliterated only to prevent disclosure of an individual’s full social
security number, but shall provide the last four digits of the social security number. The payroll records
must contain information sufficient to apprise the requesting party identified in the notice provided
pursuant to paragraph (A) of subsection (3) of subdivision (a) of the subcontractor’s payment status in
making fringe or other benefit payments or contributions to a third party on the employee’s behalf.
(2) Upon request of a direct contractor to a subcontractor, the subcontractor and any lower tier
subcontractors under contract to the subcontractor shall provide the direct contractor party identified
in the notice provided pursuant to paragraph (A) of subsection (3) of subdivision (a) award information
that includes the project name, name and address of the subcontractor, the contractor with whom the
subcontractor is under contract, anticipated start date, duration, and estimated journeymen and
apprentice hours, and contact information for its subcontractors on the project.

2. Internal Consistency

In the bill, Labor Code section 218.8 (a)(3)(B) and (C) require a direct contractor to withhold payment 
to a subcontractor unless and until the subcontractor complies with those provisions.  Subdivision (h) 
deals with the reasons why a direct contractor may withhold payment to a subcontractor and limits 
those reasons to subdivision (f).  This amendment will fix that problem and make the bill internally 
consistent. 
(h) Nothing in this section shall alter the owner’s obligation to timely pay a direct contractor as set
forth in Sections 8800 and 8812 of the Civil Code, or a direct contractor’s obligation to timely pay a
subcontractor as set forth in Section 7108.5 of the Business and Professions Code and Section 8814 of
the Civil Code, or the penalties for failing to do so as set forth in Sections 8800 and 8818 of the Civil
Code and Section 7108.5 of the Business and Professions Code, except that the direct contractor may
withhold as “disputed” all sums owed if a subcontractor does not timely provide the information
requested under paragraphs (1) and (2) of subdivision (f), until that information is provided, or to
ensure compliance with subparagraphs (B) and (C) of paragraph (3) of subdivision (a).

Thank you for your time and consideration. 

Sincerely, 

California Building Industry Association, Michael A. Gunning, Senior Vice President of Legislative Affairs 

North State Building Industry Association, Michael Strech, President & CEO 

Building Industry Association of the Greater Valley, John Beckman, Executive Officer 

Building Industry Association of Fresno/Madera Counties, Mike Prandini, Executive Officer 

Building Industry Association of Southern California, Jeff Montejano, Chief Executive Officer 
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California Business Properties Association, Matthew Hargrove, Senior Vice President of Governmental 

  Affairs 

California Apartment Association, Debra Carlton, Executive Vice President, State Public Affairs 

California Retailers Association, Steve McCarthy, Vice President Public Policy 

Casita Coalition and TMG Partners, Denise Pinkston 

California Forestry Association, Rich Gordon, President 

Sacramento Regional Builders Exchange, Damon Conklin, Director of Government Affairs 

California Builders Alliance, Timothy Murphy, CEO 

California Chamber of Commerce, Laurie Lively, Policy Assistant 

Brea Chamber of Commerce, Heidi Gallegos, President/CEO 

Greater High Desert Chamber of Commerce, Mark Creffield, President/CEO 

North Orange County Chamber, Theresa Harvey, President/CEO 

Rancho Cordova Area Chamber of Commerce, Diann Rogers, President/CEO 

Simi Valley Chamber of Commerce, Samantha Sharpiro, Director of Operations & Government Affairs 

South Bay Association of Chambers of Commerce, Henry Rogers 

Redondo Beach Chamber of Commerce, Henry Rogers 

Garden Grove Chamber of Commerce, Henry Rogers 

Oceanside Chamber of Commerce, Scott Ashton, President/CEO 

Lodi Chamber of Commerce, Pat Patrick, President/CEO 

Santa Rosa Metro Chamber, Peter Rumble, CEO 

Carlsbad Chamber of Commerce, Bret Schanzenbach, President/CEO 

Torrance Area Chamber of Commerce, Donna Duperron, President & CEO 

Tulare Chamber of Commerce, Donnette Silva Carter, CEO 

Pleasanton Chamber of Commerce, Steve Van Dorn, President/CEO 

Southwest California Legislative Council, Gene Wunderlich 

Santa Barbara South Coast Chamber of Commerce, Kristen Miller, President & CEO 

Wilmington Chamber of Commerce, Dan Hoffman, Executive Director 

Ventura County Contractors Association, Daylean Atkin, Executive Director 

North Coast Builders Exchange, Keith Woods, Chief Executive Officer 

Santa Barbara Contractors Association, Jessica Tobin, Office Manager 

Nevada County Contractors Association, Barbara Bashall, Government Affairs Manager 

Valley Contractors Exchange, Amy Rohrer, Executive Director 

Shasta Builders Exchange, Chad Scott, Executive Director 



The Honorable Mark Stone, Chair 
SB 727 (Leyva) – Oppose – HOUSING KILLER 
Page 6 

Contractors Association of Truckee Tahoe, Peter G. Fenolio, Government Affairs Manager 

California Landscape Contractors Association, Tom Sheehy, Sheehy Strategy Group 

cc: Senator Leyva 
Members, Assembly Judiciary Committee 
Tom Clark, Counsel, Assembly Judiciary Committee 
Daryl Thomas, Consultant, Assembly Republican Office of Policy 


