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I. INTRODUCTION 

On November 15, 2018, the Committee on Contracts, chaired by Council Member Justin Brannan, will hold a hearing on Introductory Bill Number 1067 (Int. No. 1067), a local law to amend the New York city charter and the administrative code of the city of New York, in relation to the reporting of promptness of agency payments to contractors. Those intended to testify include the Mayor’s Office of Contract Services and members of the public. 
II. BACKGROUND

City agencies are responsible for the procurement of goods, services, and managing contracts with vendors.
 While all city agencies have an internal protocol by which invoices are accepted and reviewed, their processes generally follow a linear path for expense contracts.
 Vendors typically submit invoices in a paper format for services they have provided or goods they delivered, agencies then inspect the delivery or work, and after a review, the agency works with the vendor to make any necessary revisions and approves the invoice.
 The agency then manually enters the payment information into the City’s Financial Management System (FMS) as a Payment Request.
 Finally, the City Comptroller releases the payment and an electronic funds transfer (EFT) or check is then issued to disburse payment to the vendor.
 The City is required by law to pay vendors it contracts with for goods and services electronically if those contracts are valued over $25,000.
 Vendors that meet this threshold must enroll in the Vendor Payment Direct Deposit Program.
 

The Procurement Policy Board Rules (PPB) established guidelines to simplify, clarify, and modernize the laws governing procurement by the City of New York.
 Pursuant to section 4-06 of the PPB, the City is required to process contract payments “efficiently and expeditiously” to assure payment in a timely manner to firms and organizations that contract with the City.
 If City agencies fail to make timely payments of an invoice, based on the “invoice received and acceptance date” an interest penalty begins to incur.
 The PPB rules also provide circumstances for which vendors are ineligible to receive interest on late invoice payments.
 Vendors are ineligible to receive interest payments if: a) the payment is delayed because of a disagreement between an agency and a vendor over the amount due, and/or issues concerning compliance with the terms of the contract; b) failure to make the contract payments is as a result of a lien, attachment, or other legal process against the vendor; c) amounts are temporarily withheld in accordance with the contract; or d) the amount in interest payment is less than 25 dollars.
 

While the PPB provides guidelines for which City agencies must pay vendors promptly.  Payment delays are common and occur for a myriad of reasons. While prompt payment standards are enforced by FMS, it relies solely on data entered manually by agencies.
 Agencies enter the date that the invoice was received as well as the date the goods/services procured were accepted.
 The system tracks the later of these dates in order to assess whether or not an agency is late in issuing a payment.
 In 2014 New York City Comptroller Scott Stringer solicited ideas from the technology community on the most effective ways to implement a new electronic processing system for contract invoices and payments made by City government vendors.
 According to the Comptroller, while billions of dollars are paid to vendors every year, the process by which the City pays them is “antiquated, opaque, and stuck in the world of paper.”
 The current system limits information sharing to vendors and does not provide visibility into the review process between invoice submission and the time a payment request is entered into FMS.
 Vendors currently do not have a way to see pending and approved invoices, and must rely on agency personnel to provide updates upon request.
 According to the Comptroller, current paper-based invoicing procedures can make it “difficult to enforce prompt payment standards.”

III. LEGISLATIVE ANALYSIS OF INT. NO. 1067 
Int. No. 1067 would require the Procurement Policy Board to create a process for city agencies to inform vendors of the reason for any late payments. It would also require City agencies to provide the Mayor’s Office of Contract Services with reports on any such late payments. The Mayor’s Office of Contract Services would then provide a report to the Mayor and Council every 6 months with information about the late payments from all City agencies.

Int. No. 1067
By Council Members Council Members Lancman, Brannan, Rivera, Rosenthal, Holden, Ayala and Yeger
..Title

A Local Law to amend the New York city charter and the administrative code of the city of New York, in relation to reporting of promptness of agency payments to contractors

..Body
Be it enacted by the Council as follows:


Section 1.  Subdivision b of section 332 of the New York City Charter, as amended by local law number 192 for the year 2017, is amended to read as follows:


b. The procurement policy board shall promulgate rules for the expeditious processing of payment vouchers by city agencies and departments including (i) the maximum amount of time allowed for the processing and payment of such vouchers from the later of (a) the date such vouchers are received by the agency, or (b) the date on which the goods, services or construction to which the voucher relates have been received and accepted by the agency, (ii) a program for the payment of interest, at a uniform rate, to vendors on vouchers not paid within the maximum amount of time pursuant to clause i of this subdivision, (iii) a process for the allocation and charging of any such interest payments to the budget of the agency responsible for the delay leading to the interest payments, [and ](iv) a process for the agency to inform vendors of the reason for the lack of prompt payment on vouchers not paid within the maximum amount of time pursuant to clause i of this subdivision and (v) agency reporting on the promptness of such payments in such form and containing such information as the board shall prescribe.  The board shall coordinate and publish such agency prompt payment reports.  Such rules shall facilitate the development and implementation of programs pursuant to subdivision a of this section.


§ 2.  Section 6-131 of the administrative code of the city of New York is amended by adding a new subdivision a-1 to read as follows:


a-1. All agencies shall provide to the Mayor’s Office of Contract Services reports on any payments made after the maximum amount of time allowed for the processing and payment of such vouchers pursuant to rules promulgated by the Procurement Policy Board.  Beginning January 1, 2019, and every six months thereafter, the Mayor’s Office of Contract Services shall submit a report to the mayor and speaker of the council that includes, at a minimum, the information reported by each agency pursuant to this subdivision and a summary of such information. 


§ 3. This local law shall take effect immediately upon enactment.
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