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TITLE: 
A Local Law to amend the administrative code of the city of New York, in relation to an annual report on preferred source contract awards.
Introduction
On December 9, 2013, the Committee on Contracts (the Committee), chaired by Council Member Darlene Mealy, will meet to vote on Proposed Int. No. 1009-A, a bill that would require the City to report its utilization of preferred source vendors.  The Committee considered a prior version of the bill at a hearing on November 18, 2013.  
Background 
In order to advance special social and economic goals, New York State law grants selected providers preferred source status for purposes of procurement.
  Specifically, in 1996, Section 162 of the New York State Finance Law was expanded to include a preferred source procurement mandate for all State agencies, political subdivisions and public benefit corporations.
  The mandate requires that, whenever possible, these entities purchase goods and services from a list of preferred vendors that includes, among others, the Department of Correctional Services’ Correctional Industries Program (Corcraft), Industries for the Blind of New York State (IBNYS), and New York State Industries for the Disabled (NYSID).
  These organizations market a broad array of goods and services ranging from supplies, furniture, personal care items and food to data entry, maintenance and janitorial work, mail processing and call center staffing.
  Pursuant to the requirement, when agencies need to procure a good or service, they must first determine whether such good or service is provided by one of the preferred source vendors and meets the quality requirements of the agency.
  If it does, the agency must purchase the good or service from the preferred vendor provided the vendor offers a price no higher than 15% more than either the market price or the lowest price bid by an otherwise responsible and responsive bidder.

The purpose of the preferred source program is to promote the self-sufficiency and self-determination of preferred source clients and their families, by providing a steady source of demand for the goods and services that they produce, while ensuring that quality and cost remain competitive.
  Beyond these primary benefits, preferred source procurement can also reduce the cost of government programs.  For example, a 2006 Center for Governmental Research Study of NYSID estimated that the program saved the federal and state governments approximately $20 million that year in disability assistance that it would otherwise have had to pay to unemployed disability recipients.
  Similarly, in addition to the benefits to prisoners, the Corcraft program helps the NYS Department of Correctional Services redeem some of the costs associated with incarceration.
 

New York City’s Utilization of Preferred Source Vendors
In Fiscal Year 2010,
 New York City procured $17 billion worth of supplies, services and construction over the course of almost 56,000 transactions.
  Of this amount, 57 contracts worth a total of $42 million across 16 agencies were awarded to preferred source vendors.
  The largest of these was a $9 million DOT contract with NYSID for cleaning services.
  This spending was part of several large multi-year contracts that the City signed with preferred source vendors in FY10, including a $100 million multi-year contract with IBNYS for a wide array of different supplies, a 10-year $80 million contract with Corcraft for cleaning products, and $25 million worth of goods and $60 million worth of services from NYSID.
 

During this same period, the City spent a total of approximately $800 million on goods and services overall via requirement contracts.
  Requirement contracts are contracts in which a vendor agrees to supply the entirety of a City’s requirement for a particular good or service.
  City agencies are then required to use that contract when procuring that good or service.

New York City’s budget is roughly equal to the combined budgets of all other local governments in New York State,
 thus the City’s compliance with Section 162 of the State Finance Law is vital to the continued resilience of the preferred source vendor program and the benefits it provides. Although the City does provide a large percentage of the preferred source vendor revenues in New York State, some preferred source vendors report that the City is not properly responsive to requests that their products be considered for purchase.
January 2011 Oversight Hearing

In January 2011, the Committee held an oversight hearing to explore the City’s compliance with State Finance Law § 162, at which representatives of NYSID, IBNYS, and Corcraft testified.  During the hearing, one representative questioned whether agencies appropriately consulted the preferred source offering list before deciding to solicit bids;
 all three representatives suggested that they were missing contracting opportunities.
  One representative observed that the City provides no summary of the preferred source products that are procured, noting that this makes it difficult to assess the City’s compliance with the law.
  Indeed, the City does not routinely report even aggregate data regarding preferred source contracts.

The bill the Committee will vote on today will allow the Council, preferred source vendors, and the public to better evaluate the City’s compliance with State Finance Law § 162.
Proposed Int. No. 1009-A
Proposed Int. No. 1009-A would require the City to publish an annual report detailing agencies’ contracts with preferred source vendors.  The report would feature the goods and services set forth in the state’s list of preferred source offerings that were purchased by the City in the previous fiscal year, indicating the dollar value of those offerings purchased from preferred source vendors and those purchased from other (non-preferred source) vendors. 

In response to implementation concerns raised by the Administration during the November 18, 2013 hearing, Proposed Int. No. 1009-A was revised to exclude micropurchases—purchases of less than $20,000—and purchases where the primary purpose of the contract was not the acquisition of preferred source goods or services, and to extend the effective date from 90 days to one year.
Proposed Int. No. 1009-A
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A LOCAL LAW

To amend the administrative code of the city of New York, in relation to an annual report on preferred source contract awards.

Be it enacted by the Council as follows:
Section
 1.  Title 6 of the administrative code of the city of New York is amended by adding a new section 6-136 to read as follows:

§6-136.  Reporting on preferred source procurement.  a.  Definitions.  For the purposes of this section, the following terms shall have the following meanings:
(1) “Agency” shall mean a city, county, borough, or other office, position, administration, department, division, bureau, board or commission, or a corporation, institution or agency of government, the expenses of which are paid in whole or in part from the city treasury. 
(2) “City chief procurement officer” shall mean the person to whom the mayor has delegated authority to coordinate and oversee the procurement activity of mayoral agency staff, including the agency chief contracting officers and any offices that have oversight responsibility for procurement.

(3)  “Preferred source vendors” shall mean vendors identified by New York state as preferred sources pursuant to subdivision two of New York state finance law section one hundred sixty two.  
(4) “Preferred source product” shall mean the specific type of good or service identified on the list promulgated by the New York state office of general services pursuant to subdivision three of New York state finance law section one hundred sixty two.

b.   Not later than October first of each year, the city chief procurement officer shall submit to the speaker of the city council and publish on the mayor’s office of contract services website a report detailing the city’s procurement of preferred source products during the prior fiscal year.  Such report shall include the following information for contracts valued at twenty thousand dollars or more whose primary purpose is the purchase of preferred source products, disaggregated by agency:

(1) the total dollar value of each preferred source product procured from preferred source vendors;

(2) the total dollar value of each preferred source product procured from vendors not identified as preferred source vendors; and 

(3) the total dollar value of all preferred source products procured.

§2.  This local law shall take effect one year after its enactment into law, provided, however, that city agencies, officers and employees, including but not limited to the city chief procurement officer, shall take such actions as are necessary for its implementation prior to such effective date.
SKM

LS #4296

11/27/13

� See N.Y. State Finance Law § 162.


� Id.


� See NYS Procurement Bulletin, Preferred Source Guidelines, available at � HYPERLINK "http://www.ogs.state.ny.us/procurecounc/pdfdoc/psguide.pdf" �http://www.ogs.state.ny.us/procurecounc/pdfdoc/psguide.pdf�.


� See NYS Office of General Services, List of Preferred Source Offerings, available at � HYPERLINK "http://www.ogs.state.ny.us/procurecounc/pdfdoc/pslist.pdf" �http://www.ogs.state.ny.us/procurecounc/pdfdoc/pslist.pdf�.


� Supra note 3.


� Id.  Corcraft prices are preset by the Commissioner of Correctional Services and must not exceed reasonable fair market prices. All other vendor prices are regulated by the New York State Office of General Services and may not exceed 15 percent above prevailing market rates.


� Id.


� Kent Gardner, The Benefits of New York State’s Preferred Source Legislation: An Economic Analysis, Center for Governmental Research, December 2006, available at � HYPERLINK "http://www.cgr.org/reports/06_R-1506_BenefitsofNYSPrefSourceLegislation.pdf" �http://www.cgr.org/reports/06_R-1506_BenefitsofNYSPrefSourceLegislation.pdf�.


� See Corcraft website, Who We Are,


� HYPERLINK "http://www.corcraft.org/webapp/wcs/stores/servlet/WhoWeAreView?langId=-1&storeId=10001&catalogId=10051" �http://www.corcraft.org/webapp/wcs/stores/servlet/WhoWeAreView?langId=-1&storeId=10001&catalogId=10051�. 


� FY 2010 was the last year in which the Mayor’s Office of Contract Services provided detailed information regarding preferred source contracts in its annual report, Agency Procurement Indicators.


� See Mayor’s Office of Contract Services, Agency Procurement Indicators, Fiscal Year 2010, at 14.


� Id.


� Supra note 11 at 13.


� Id.


� Supra note 11 at vii, 23.


� Supra note 11 at 22.


� Id.


� See Office of the State Comptroller, 2010 Annual Report on Local Governments, June 2010, available at


� HYPERLINK "http://www.osc.state.ny.us/localgov/datanstat/annreport/10annreport.pdf" �http://www.osc.state.ny.us/localgov/datanstat/annreport/10annreport.pdf�  and New York City Office of Management and Budget,  Financial Plan, Fiscal Years 2010-2014,  June 13, 2010, available at � HYPERLINK "http://www.nyc.gov/html/omb/downloads/pdf/fp07_10.pdf" �http://www.nyc.gov/html/omb/downloads/pdf/fp07_10.pdf�. 


� See Transcript, Oversight – Preferred Source Vendors, Jan. 31, 2011, Committee on Contracts, at 72.


� Id. at 83 and 87.


� Id. at 81-82.


� Compare Mayor’s Office of Contract Services, Agency Procurement Indicators, Fiscal Year 2010, at 14, with  Mayor’s Office of Contract Services, Agency Procurement Indicators, Fiscal Year 2011,  Mayor’s Office of Contract Services, Agency Procurement Indicators, Fiscal Year 2012, and Mayor’s Office of Contract Services, Agency Procurement Indicators, Fiscal Year 2013, all available at � HYPERLINK "http://www.nyc.gov/html/mocs/html/research/indicator_reports.shtml" �http://www.nyc.gov/html/mocs/html/research/indicator_reports.shtml�.
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