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THE COUNCIL

       
Report of the Governmental Affairs Division

Robert Newman, Legislative Director

Alix Pustilnik, Deputy Director

COMMITTEE ON CONTRACTS
 Hon. Letitia James, Chair

June 25, 2007

PROPOSED INT. NO.  570-A:
By Council Member James (by request of the Mayor)

TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to payments to city contractors by electronic funds transfer.

ADMINISTRATIVE CODE:
Amends the Administrative Code of the City of New York by adding a new section 6-107.1.  

Overview

On June 25, 2007, the Committee on Contracts, chaired by Council Member Letitia James, will hear testimony on Proposed Intro. No. 570-A, a Local Law to amend the administrative code of the city of New York, in relation to payments to city contractors by electronic funds transfer (EFT).  The purpose of Proposed Intro No. 570-A (“the bill”) is to ensure that payments to city contractors are made seamlessly and promptly.  In today’s modern world, more and more financial transactions are being handled electronically.  EFT speeds up the process and create less paperwork for both the payor and payee.   EFT will also prevent fraudulent replications or endorsements of checks.  

Under current law, the commissioner of finance issues a check for payment of contracts, which may be mailed or delivered to the contractor or the contractor’s authorized representative.
  The City currently issues over 800,000 checks annually to vendors who provide goods and services to City agencies.  The paperwork involved in preparing the check, mailing it, and then waiting for it to clear can take several days.  EFT would help businesses to better manage cash flow because the company knows exactly when it can expect to have payment funds in its account.  This improvement would also affect the hundreds of subcontractors involved in projects throughout the city, since the general contractor would now be able to pay them more quickly.  The City would see its own savings through the elimination of postage and other bank costs associated with paper checks.

Among those expected to testify is Robert Lee, Deputy Commissioner for Treasury at the Department of Finance.

Proposed Int. No. 570-A

Proposed Int. No. 570-A would amend the administrative code of the city of New York by adding a new section 6-107.1.  The bill would require all payments made by the department of finance of the city of New York to any contractor of the city to be paid by electronic funds transfer, unless another method has been determined by the commissioner of finance to be appropriate.  For purposes of this section, “contract” would be defined as any written agreement, purchase order or instrument whereby the city is committed to expend or does expend funds in an amount greater than twenty-five thousand dollars in return for work, labor, services, supplies, equipment, materials, or any combination of the foregoing.  A “contractor” would mean any business, individual, partnership, corporation, firm, company or other form of doing business to which a contract has been awarded.  “Electronic funds transfer” would mean any transfer of funds, other than a transaction originated by check, draft or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument or computer or magnetic tape so as to order, instruct or authorize a financial institution to debit or credit an account. 

Prior to the first payment made under a contract or purchase order to which the law applies, the bill requires contractors to designate a financial institution or other authorized payment agent and to provide the commissioner of finance the information necessary for the recipient to receive electronic funds payments through the financial institution or other authorized payment agent so designated. 

The bill would allow the commissioner of finance to jointly issue standards as to what agencies would be able to waive the application of the bill as to individuals or classes of individuals for whom compliance imposes a hardship; for certain classifications or types of checks; or, in other circumstances as may be necessary in the interest of the city.  Agencies heads would be able to waive the requirement for emergency procurements.  The bill would not apply to contracts existing prior to January 1, 2008 if that vendor chose not to supply the necessary information.  

 The bill requires department of finance to assure the confidentiality of information supplied by contractors in effecting electronic funds transfers to the full extent provide by law.

EFFECTIVE DATE

The bill would apply to any payments made by the city of New York on contracts entered into on or after January 1, 2008 to a contractor of the city.  

	Proposed Int. No. 570-A

	By Council Members James, Brewer, Dickens, Fidler, Stewart and Jackson (by request of the Mayor)

A Local Law to amend the administrative code of the city of New York, in relation to payments to city contractors by electronic funds transfer



	Be it enacted by the Council as follows:


Section 1. The administrative code of the city of New York is amended by adding a new section 6-107.1 to read as follows:

§  6-107.1  Payments to city contractors to be made by electronic funds transfer.
a. Definitions. For purposes of this section:
(1) “Contract” means any written agreement, purchase order or instrument whereby the city is committed to expend or does expend funds in an amount greater than twenty-five thousand dollars in return for work, labor, services, supplies, equipment, materials, or any combination of the foregoing;
(2)  "Contractor" means any business, individual, partnership, corporation, firm, company, or other form of doing business to which a contract has been awarded; and
(3) "Electronic funds transfer" means any transfer of funds, other than a transaction originated by check, draft or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument or computer or magnetic tape so as to order, instruct or authorize a financial institution to debit or credit an account.

b. Notwithstanding any other provision of law, except as otherwise provided in this section all payments made by the city of New York to any contractor of the city shall be paid by electronic funds transfer.
c. Each contractor shall, prior to the first payment made under a contract to which this law applies, designate one financial institution or other authorized payment agent and provide the commissioner of finance information necessary for the contractor to receive electronic funds transfer payments through the financial institution or other authorized payment agent so designated.
d. (1) The commissioner of finance and the comptroller may jointly issue standards pursuant to which contracting agencies may waive the application of this section to payments: (i) for individuals or classes of individuals for whom compliance imposes a hardship; (ii) for classifications or types of checks; or (iii) in other circumstances as may be necessary in the interest of the city.
(2) In addition, an agency head may waive the application of this section to payments on contracts entered into pursuant to section three hundred fifteen of the city charter and any rules promulgated thereunder.
e. The crediting of the amount of a payment to the appropriate account on the books of a financial institution or other authorized payment agent designated by a contractor under this section shall constitute full satisfaction by the city of New York for the amount of the payment.
f. The department of finance shall assure the confidentiality of information supplied by contractors in effecting electronic funds transfers to the full extent provided by law.
g. This section shall apply to any payments made by the city of New York on contracts entered into on or after January first, two thousand eight to a contractor of the city.  Further, this section shall apply to any payments made by the city of New York on contracts entered into prior to January first, two thousand eight, provided that where a contractor refuses to supply some portion of the required information necessary to effect payment by electronic funds transfer, the agency head may waive the application of this section where the need for the goods, services or construction is such that it is in the interest of the city to exempt the contractor from the requirements of this section.
§ 2. This local law shall take effect 45 days after adoption, provided that the city agencies affected may take any actions necessary to effectuate the provisions of this local law prior to its effective date.
� Administrative Code of the City of New York, §6-107(a)
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