Paying on Time Matters: Best Practices for Timely Invoice Processing in California Public Agencies
Your school district, city, county, or special district operates under a different set of payment expectations than private businesses. While private companies can prioritize payments based on cash flow or vendor relationships, California public agencies face legal obligations, statutory deadlines, and taxpayer accountability that demand consistent, timely payment processing.
When public agencies pay late, the consequences extend beyond damaged vendor relationships:
· Statutory interest penalties — California law often requires interest payments on late payments
· Increased bid prices — Contractors and vendors factor payment history into pricing; slow-paying agencies get higher bids
· Vendor attrition — Good vendors stop bidding on your projects if payment is chronically late
· Staff time waste — Late payments generate vendor calls, emails, and disputes that consume staff resources
· Board/public scrutiny — Unpaid invoice backlogs become board agenda items and potential media stories
This article provides the framework for achieving consistent payment timeliness while maintaining proper internal controls and audit compliance.
California Legal Requirements for Timely Payment
California statutes establish payment timelines that vary by entity type and procurement method. While specific code sections differ, the common thread is clear: public agencies are expected to process payments promptly.
For non-construction invoices such as supplies, consulting or services local agencies are generally governed by:
· Contract Terms
· Local ordinances or policies
Provider’s recourse for late payment is a claims process under the Government Claims Act.
Practical application: Most agencies establish internal policies to process approved invoices within 20–30 days to avoid problems and impacts of late payment.
Cities and Counties
Government Code § 927 and related provisions applies to state agencies, however:
· Cities and counties face similar prompt payment requirements
· Specific timelines vary based on charter provisions and local ordinances
· Many jurisdictions target 30-day payment cycles
Special Districts
Requirements vary by district type (water, sanitation, fire, etc.) but generally follow principles similar to cities/counties.
Public Contract Code § 20104.50 - Construction Contracts — Local Agencies including cities, counties, special districts and school districts:
· Payment of undisputed and properly submitted payment request due within 30 days or interest is due (PCC 20104.50 (b))
· Return of unaccepted invoice must occur within 7 days with explanation (PCC 20104.50 (c) (2))
Key takeaway: Know your agency's specific statutory obligations. Don't rely on "we've always done it this way"—statutes change, and what worked five years ago may not be compliant today.
The 20–30 Day Target: Why This Timeline Works
While statutory deadlines vary, a 20–30 day invoice processing cycle (from receipt of properly submitted invoice to check issuance/ACH payment) represents best practice for most California public agencies.
Why 20–30 Days Is Achievable and Appropriate
Allows time for proper review:
· Invoice receipt and logging: 1–2 days
· Routing to department for approval: 2–3 days
· Department verification and approval: 3–5 days
· Accounts payable review and processing: 3–5 days
· Final authorization and payment run: 2–3 days
· Check mailing or ACH processing: 1–2 days
Total: 12–20 business days with reasonable processing time at each stage.
Building in a few buffer days brings you to 20–30 calendar days, which:
· Meets or exceeds most statutory requirements
· Demonstrates good faith to vendors
· Provides cushion for complex invoices requiring extra review
· Accommodates holidays and staff absences
Faster isn't always better: Processing invoices in 5–10 days may sound efficient, but it often means:
· Insufficient review time (increasing error risk)
· Pressure to bypass controls
· Inability to batch payments efficiently
Slower than 30 days should trigger review: If your typical cycle exceeds 30 days, identify bottlenecks. Common culprits:
· Invoices sitting in department "in boxes" waiting for approval
· Missing documentation causing returns and resubmissions
· Understaffed accounts payable
· Inefficient routing or approval workflows
The Two Essential Good Stewardship Checkpoints
1. Unpaid Invoices/Statements Reviewed and Effort Made to Make Timely Payment (20–30 Day Thresholds)
What this means operationally:
Weekly aging report: Run a report showing all invoices by age:
· 0–10 days old
· 11–20 days old
· 21–30 days old
· 31+ days old (red flag category)
Action triggers:
21–30 days old:
· Proactive follow-up: Contact department if still pending approval
· Check for missing documentation
· Escalate if stuck in workflow
31+ days old:
· Immediate intervention required
· Document reason for delay
· If delay is agency's fault (lost paperwork, slow approvals), expedite processing
· If delay is vendor's fault (missing documentation, billing errors), document communication
Monthly vendor statement reconciliation:
Many vendors send monthly statements showing open invoices. Use these to:
· Identify invoices you never received (mail gets lost)
· Catch invoices stuck in processing
· Verify amounts match your records
Best practice: Assign someone to reconcile vendor statements against your AP system monthly. Discrepancies often reveal:
· Invoices sitting in a department that never got forwarded to AP
· Duplicate invoice entries
· Invoices marked "paid" in your system but vendor hasn't received payment (check/ACH issue)
2. Any Vendor/Consultant Communication Is Documented
Why documentation matters:
Audit trail: If a payment dispute arises, written records of communications protect your agency.
Continuity: If the AP clerk who handled the issue leaves, their successor needs to understand what was agreed to.
Legal protection: In rare cases, payment disputes become legal matters. Documentation is evidence.
What to document:
Phone calls:
· Date and time
· Who called (name, company)
· What was discussed
· What was agreed to or promised
· Follow up with email summarizing the conversation
Emails:
· Save in invoice file or document management system
· Don't rely on personal email archives (staff turnover)
In-person conversations:
· Written memo for file
· Example: "1/15/25 — Vendor rep visited office regarding late payment on Invoice #12345. Explained invoice was missing receiving documentation. Vendor will provide by 1/17/25. Agreed to expedite payment once received. —[Your initials]"
Examples of communications requiring documentation:
Vendor calling about late payment:
· Document the call
· Document what you found (e.g., "Invoice still pending department approval")
· Document what you promised (e.g., "Will escalate to department head and process payment by 1/20 if approved")
· Follow through and document outcome
Vendor disputing returned invoice:
· Document the reason you returned it (e.g., "Missing receiving report")
· Document vendor's response
· Document resolution (e.g., "Vendor provided receiving report on 1/16; invoice resubmitted and approved")
Vendor requesting payment terms different from contract:
· Document request
· Document whether granted or denied
· If granted, document authorization (e.g., "Finance Director approved extended terms due to vendor's cash flow hardship")
Vendor offering early payment discount:
· Document offer (e.g., "2% discount if paid within 10 days")
· Document decision (take discount? ignore?)
· If taking discount, ensure payment is actually made within discount period
Operational Strategies for Achieving Timely Payment
Strategy 1: Standardize Invoice Submission Requirements
Create and publish vendor invoice submission guidelines:
Required elements:
· Invoice number
· Invoice date
· PO number or contract reference
· Detailed description of goods/services
· Itemized pricing
· Total amount due
· Vendor's payment terms
· W-9 on file
Submission method:
· Mailing address for paper invoices
· Email address for electronic invoices (if accepted)
· Portal upload (if you have vendor portal)
Supporting documentation required:
· Receiving report (for supplies/equipment)
· Timesheets (for hourly services)
· Receipts (for reimbursables)
· Progress report (for milestone-based services)
Why this helps: Clear requirements reduce invoice returns and resubmissions, which are the #1 cause of payment delays.
Where to publish: Agency website, vendor orientation materials, purchase order terms, contract language.
Strategy 2: Implement Invoice Receipt Logging
The problem: Invoices that never get logged into a tracking system can sit indefinitely without anyone noticing.
The solution: Centralized invoice receipt logging.
Manual system:
· Single email address to accept invoices.  2 or more people trained to take action.
· Invoice receipt log (Excel or paper, or fiscal system)
· Columns: Date received, vendor name, invoice number, amount, PO/contract #, assigned to (department), due date, status
Automated system:
· Scan invoices upon receipt
· Document management system assigns tracking number
· Workflow routes to appropriate approver
· System tracks status and aging
Benefit: You can run reports showing every invoice received and its current status. Invoices can't get "lost."
Strategy 3: Establish Approval Authority Thresholds with Escalation
The bottleneck: If every invoice requires the same high-level approval regardless of amount, small invoices sit waiting while the CFO is traveling.
The solution: Tiered approval authority.
Example structure:
· $0–$5,000: Department head
· $5,001–$25,000: Division director or assistant superintendent
· $25,001–$100,000: CFO or deputy city manager
· $100,000+: City manager or superintendent
Escalation protocol:
· If primary approver is unavailable (vacation, sick leave), designate backup approver
· Document delegation authority in writing
· Train staff on who can approve what
Benefit: Small invoices don't wait for senior leadership; large invoices get appropriate oversight.
Strategy 4: Weekly Payment Runs vs. Real-Time Processing
Two philosophies:
Batched payment runs:
· Process payments weekly (e.g., every Wednesday)
· Pros: Efficient use of staff time, easier cash flow management, predictable schedule
· Cons: Invoice received on Thursday waits 6 days for next payment run
Real-time processing:
· Process payments daily as approved
· Pros: Fastest possible payment
· Cons: Higher staff workload, harder to manage cash flow
Recommended approach for most agencies: Weekly payment runs with emergency payment option.
Example:
· Regular payments processed every Tuesday
· Emergency payments (e.g., utility shutoff, legal deadline) processed same day with CFO approval
Benefit: Balances efficiency with flexibility.
Strategy 5: Electronic Payment (ACH) for Faster Delivery
The problem: You cut a check on Friday, mail it Monday, vendor receives it Thursday, deposits it Friday—it's been 7+ days since you "paid."
The solution: ACH (Automated Clearing House) electronic payment.
Benefits:
· Funds typically available in vendor's account within 1–2 business days
· No mail delays
· Reduced check fraud risk
· Lower processing costs (no check stock, envelopes, postage)
Implementation:
· Collect vendor ACH information (routing number, account number)
· Verify through W-9 or voided check
· Set up in your financial system
· Offer as option (many vendors prefer checks for accounting reasons—don't force it)
Strategy 6: Communication and Transparency
Keep departments informed:
· Share aging reports with departments showing their pending approvals
· Set expectation: "If you want vendors paid within 30 days, approve invoices within 5 days of receipt"
Keep vendors informed:
· If an invoice will be delayed, proactive communication prevents calls
· Example: "We received your invoice for $15,000. It's pending department verification of deliverables. We expect approval by 1/20 and will process payment by 1/25."
Keep leadership informed:
· Monthly report to CFO showing: total invoices processed, average processing time, aging breakdown, any invoices over 60 days old
Addressing Common Barriers to Timely Payment
Barrier: "Departments sit on invoices for weeks before approving."
Solutions:
· Route invoices electronically with automatic reminders (Day 5, Day 10, Day 15)
· Escalate to department head if not approved within specified time
· Include approval timeliness in department performance metrics
Barrier: "We're short-staffed in AP and can't keep up."
Solutions:
· Automate where possible (three-way match automation, workflow routing)
· Cross-train staff in other departments to process invoices during peak periods or absences
· Prioritize invoices approaching statutory deadlines
· Consider temporary staffing during budget season or after major purchases
Barrier: "Vendors don't submit invoices correctly, so we have to return them."
Solutions:
· Publish clear submission guidelines
· Offer vendor training (webinar or in-person)
· Include submission requirements in purchase order terms
· Create invoice submission checklist on your website
Barrier: "We wait until month-end to process payments for accounting reasons."
Challenge this assumption:
· Modern accounting systems allow daily posting
· Month-end close shouldn't prevent timely payment
· If necessary, process payments weekly but hold posting to appropriate period
Measuring Success: Payment Performance Metrics
Track these metrics monthly:
Average days from invoice receipt to payment:
· Target: 20–30 days
· Calculate: Sum of (payment date - invoice receipt date) for all invoices ÷ number of invoices
Percentage of invoices paid within 30 days:
· Target: 95%+
· Calculate: (Invoices paid ≤30 days ÷ total invoices) × 100
Aging breakdown:
· 0–30 days: Should be 90%+
· 31–60 days: Should be <8%
· 61–90 days: Should be <2%
· 90+ days: Should be <1%
Interest penalties paid:
· Target: $0 (or as close as possible)
· Track: Total interest paid on late payments
Vendor inquiries/complaints about payment:
· Target: Decreasing trend
· Track: Number of calls/emails about payment status
Key Takeaways: Timely Payment Essentials
· 20–30 day processing cycle (invoice receipt to payment) is the best-practice target for California public agencies—provides time for proper controls while meeting statutory obligations.
· Weekly aging reports are essential for identifying invoices approaching or exceeding deadlines—proactive intervention at 21–30 days prevents crises at 60+ days.
· All vendor communications about payments must be documented in writing—phone call summaries, email exchanges, and in-person conversation memos create audit trail and protect the agency.
· Clear invoice submission requirements reduce returns and resubmissions, which are the primary cause of payment delays—publish guidelines and train vendors.
· Tiered approval authority prevents bottlenecks—small invoices shouldn't wait for senior leadership availability.
· Electronic payment (ACH) accelerates fund delivery by 5–7 days compared to mailed checks—offer it as an option to vendors.
· Payment performance metrics (average days to pay, % within 30 days, aging reports) should be tracked monthly and reported to leadership.
Timely payment isn't just about keeping vendors happy—it's about legal compliance, fiscal responsibility, and operational efficiency. Master these practices, and your agency will build a reputation for reliable, professional payment processing that attracts quality vendors and supports your mission.
See below for a 1-page reference recap.

For agencies looking to improve consistency in approvals and tracking in the complex world of public works projects and payments, Account-Ability provides a structured approach worth considering.  Additional information: https://www.colbitech.com/account-ability
This guidance is provided for general informational and educational purposes only and does not constitute legal advice. California public agencies should consult with their legal counsel and auditors to ensure compliance with applicable statutes, regulations, and local policies.


Invoice Documentation & Communication Controls
One-Page Reference for California Public Agencies
Why This Matters
Clear documentation protects public agencies during audits, staff turnover, and payment disputes. Written records demonstrate good-faith compliance with prompt payment expectations.
What Must Be Documented
• Vendor payment inquiries
• Invoice disputes or returns
• Reasons for payment delays
• Agreements or commitments made to vendors
Minimum Documentation Standard
For each interaction, record:
• Date and method of communication
• Vendor name and invoice reference
• Issue discussed
• Resolution or next steps
Common Risks to Avoid
• Verbal-only agreements
• Notes stored in personal inboxes
• Inconsistent recordkeeping
• Missing audit trail for delays
Best Practices
• Store records in shared systems
• Reconcile vendor statements monthly
• Standardize documentation templates
• Train staff on expectations

