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I. INTRODUCTION
	On October 25, 2023, the Committee on Contracts, chaired by Council Member Julie Won, will hold an oversight hearing on two bills related to improving transparency in New York City procurement: Int. No. 982-2023, a local law to amend the administrative code of the city of New York, in relation to interest to be paid on late contract payments to non-profit contractors, sponsored by Council Member Justin Brannan, and Int. No. 1048-2023, a local law to amend the administrative code of the city of New York, in relation to requiring the establishment of a document vault to store certain procurement-related documents, sponsored by Council Member Won. The Mayor's Office of Contract Services, nonprofit contracted service providers, and other interested stakeholders are expected to attend and provide feedback.
II. BACKGROUND
Procurement Process Inefficiencies
In Fiscal Year 2023 (FY 23), New York City spent over $41.1 billion procuring goods, services, and construction.[footnoteRef:2] The human services sector constitutes the largest contracting category, representing 46% of FY 2023 procurement spending ($18.9 billion).[footnoteRef:3] Despite this large number, the process for individual vendors can be opaque and burdensome, as it often involves multiple agencies and layers of review. Late contract registration and reimbursement delays routinely impact nonprofit human service providers that rely on City contracts.[footnoteRef:4] In FY 23, the median cycle time for vendor payments to non-profit or human service providers was 624 days, substantially longer than the citywide median cycle time of 595 days.[footnoteRef:5]  [2:  See Mayor’s Office of Contract Services, “Citywide Procurement Indicators Report,” Executive Summary, https://www.nyc.gov/site/mocs/resources/citywide-indicator-reports.page (last visited Oct 16, 2023)]  [3:  See Citywide Procurement Indicators Report, supra note 1.]  [4:  See New York City Comptroller, “A Better Contract for New York: A Joint Task Force to Get Nonprofits Paid On Time,” Feb 2022 available at https://comptroller.nyc.gov/reports/a-better-contract-for-new-york/]  [5:  See Citywide Procurement Indicators Report, supra note 1.] 

These delays stem from extensive paperwork requirements, rigid review procedures, and lack of coordination across oversight agencies. Furthermore, the lengthy procurement process currently lacks clear timelines, despite a requirement for such timelines to be promulgated by the Procurement Policy Board in the city Charter.[footnoteRef:6] This lack of transparency around how contracts progress through the pipeline is frustrating for most city contractors, but particularly those in the human services sector who rely on city contracts for the majority of their work. [6:  See N.Y.C. Charter §311(b)(6) (“The board shall promulgate rules … establishing … time schedules within which city officials should take action …  regarding individual contracts . . . [and such] rules shall specify the appropriate remedies, including monetary remedies, for failure to meet the terms of any applicable schedule for taking such actions.”)] 

A 2022 Comptroller’s report found that the City took a median of 73 days to formally register contracts.[footnoteRef:7] However, the delays stretch far beyond the Comptroller's 30-day registration timeline, with some contracts taking several years to work through the various preparatory stages at the contracting agencies.[footnoteRef:8] Nonprofit providers routinely report relying heavily on loans and lines of credit to cover expenses while awaiting reimbursement on City contracts.[footnoteRef:9] This forces them to divert scarce resources to interest payments while serving vulnerable populations.[footnoteRef:10]  In FY 2022, over three-quarters of the city’s contracts with nonprofit organizations were registered after the start date, resulting in delayed payments that comprised a significant portion of nonprofits’ annual budgets.[footnoteRef:11] Human service nonprofits report having to rely on credit to cover gaps in payment on city contracts, for an average annual cost of interest of $223,000 for those organizations surveyed by the Century Foundation.[footnoteRef:12] The Robin Hood Foundation found that the human service organizations contracting with the city have faced cash flow deficits as high as $744 million, even before the pandemic.[footnoteRef:13] Even when contracts are paid promptly, they often only cover 80 cents or less of each dollar of true program delivery costs, and as a result human service nonprofits go insolvent at higher rates than other nonprofits.[footnoteRef:14] Human service nonprofits report having to rely on credit to cover gaps in payment on city contracts, for an average annual cost of interest of $223,000 for those organizations surveyed by the Century Foundation.[footnoteRef:15] [7:  See A Better Contract for New York, supra note 3.]  [8:  See id.]  [9:  See id.]  [10:  See id.]  [11:  Id.]  [12:  See The Century Foundation, “Strengthening New York City’s Nonprofit Human Services Sector,” July 2021, https://tcf.org/content/report/strengthening-new-york-citys-nonprofit-human-services-sector/]  [13:  See Reuven Blau, “Struggling Nonprofits Urge Mayor de Blasio to Speed Up Late Payments,” The City, 5/22/2019, https://www.thecity.nyc/government/2019/5/22/21211064/struggling-nonprofits-urge-mayor-de-blasio-to-speed-up-late-payments  ]  [14:  See Human Services Council, “New York Nonprofits in the Aftermath of FEGS: A Call to Action,” February 2016 https://philanthropynewyork.org/resources/new-york-nonprofits-aftermath-fegs-call-action]  [15:  See Strengthening New York City’s Nonprofit Human Services Sector, supra note 11. ] 

Nonprofits that receive inadequate and delayed payment pass on that pain to their employees, who are in aggregate the second-lowest paid class of workers in the city.[footnoteRef:16] Not surprisingly, in the current competitive labor market, many of these same service providers have struggled to retain their employees who can secure higher pay and better conditions in the private sector.[footnoteRef:17] [16:  Id.]  [17:  See Tim Murphy, “ New York Nonprofits say they’re suffering the worst staffing shortage in years,” City and State, 12/15/2022, https://www.cityandstateny.com/policy/2022/12/new-york-nonprofits-say-theyre-suffering-worst-staffing-shortage-years/380904/] 

Limited Public Access to Procurement Information
While the Comptroller’s Checkbook NYC website publishes some high-level agency spending data, there are still substantial gaps in information available to the public around contracts awaiting registration, performance metrics, and expenditures against individual contracts.[footnoteRef:18] Similarly, the Mayor’s Office of Contract Services created PASSPort Public in order to address some of these transparency concerns, but many contract documents remain either unavailable or scattered across a patchwork of agency websites rather than consolidated in a central location.[footnoteRef:19] This makes it difficult for the public, advocates, and oversight groups to comprehensively track the efficiency of the procurement system or to monitor contracts of interest.[footnoteRef:20] There is limited visibility into individual procurements until the very end of the process when contracts are finally registered.[footnoteRef:21] [18:  See N.Y.C. Comptroller, CheckbookNYC, available at https://www.checkbooknyc.com/]  [19:  See N.Y.C. Mayor’s Office of Contract Services, “PASSPort Public Beta,” available at https://a0333-passportpublic.nyc.gov/vendor.html]  [20:  See Citywide Procurement Indicators Report, supra note 1.]  [21:  See id.] 

III. LEGISLATIVE ANALYSIS
Int. No. 982-2023 - A Local Law to amend the administrative code of the city of New York, in relation to interest to be paid on late contract payments to non-profit contractors
This bill would require interest to be paid on late payments under city contracts with non-profit organizations. The non-profit contractor would not be eligible to receive the interest if the non-profit contractor has received a no-interest and no-service-fee loan issued or authorized by a city agency to cover its expenses in relation to the subject contract.

Int. No. 1048-2023 - A Local Law to amend the administrative code of the city of New York, in relation to requiring the establishment of a document vault to store certain procurement-related documents
	This bill would require the city chief procurement officer to establish an electronic "document vault" to preserve procurement-related records for at least 10 years. The vault would store documents like contracts, solicitations, scopes of work, and correspondence. The purpose of the vault would be to reduce duplicative requests from agencies and streamline internal document retrieval processes. Agencies could access these records to reduce duplication of paperwork across procurements. Centralizing these documents could streamline the procurement process by avoiding the need to generate certain generic forms for each bid. It would also promote information sharing between agencies managing related contracts. Additionally, consolidating procurement records electronically in a vault that remains accessible for a decade would increase transparency and facilitate oversight.
IV. CONCLUSION
The Committee intends to hear testimony and feedback on these bills from the administration and stakeholders in the human services sector. The bills seek to improve transparency, efficiency, timeliness and accountability in the City's procurement process. 


Int. No. 982

By Council Members Brannan, Yeger, Hanif and Brewer

..Title
A Local Law to amend the administrative code of the city of New York, in relation to interest to be paid on late contract payments to non-profit contractors
..body

Be it enacted by the Council as follows:
Section 1. Chapter 1 of title 6 of the administrative code of the city of New York is amended by adding a new section 6-147 to read as follows:
§ 6-147 Interest Payments. a. Definitions. For purposes of this section, the following terms have the following meanings:
Contracting agency. The term “contracting agency” means 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.
Non-profit contractor. The term “non-profit contractor” means a non-profit organization that is a party to a contract with a contracting agency that was awarded after the effective date of the local law that added this section.
b. A non-profit contractor shall be entitled to interest payments on the amount of money due to be paid to such non-profit contractor under the terms of the contract with the contracting agency, calculated from the date such amount was scheduled to be paid, as specified in such contract until the date such amount is actually paid. 
c. The applicable interest rate for such interest payments shall be the rate set by the commissioner of taxation and finance for corporate taxes pursuant to paragraph (1) of subsection (e) of section 1096 of the tax law.
d. If any interest payment required pursuant to this section is made from amounts appropriated for program purposes such that it reduces the amount available to be spent on the program, the contracting agency shall notify the council in writing of the amount of such reduction and the reason why other funding could not be used for such interest payment.
e. A non-profit contractor shall not be eligible to receive an interest payment pursuant to this section if such non-profit contractor has received an interest-free and service fee-free loan issued or authorized by any agency to cover the expenses of the non-profit contractor in relation to the subject contract. 
f. The interest payment shall not reduce the amount of money otherwise payable to the non-profit contractor under the terms of the relevant contract.
§ 2. This local law takes effect 60 days after it becomes law.


Session 12
ARP
LS # 1652
3/25/22

Session 11
NAB
LS #8130/8283
Int. No. 1450-2019


Int. No. 1048

By Council Members Won, Menin and Riley
  
..Title
A Local Law to amend the administrative code of the city of New York, in relation to requiring the establishment of a document vault to store certain procurement-related documents
..Body

Be it enacted by the Council as follows:
      
Section 1. Chapter 1 of title 6 of the administrative code of the city of New York is amended by adding a new section 6-116.3 to read as follows: 
§ 6-116.3 Document vault for procurement-related documents. a. Definitions. For purposes of this section, the following terms have the following meanings:
Document vault. The term "document vault" means a secure electronic repository, maintained by the city chief procurement officer or their designee, that preserves and protects procurement-related documents, in their original form or as true and accurate copies, for a period of at least ten years from the date of final payment or termination of the relevant contract.
Procurement-related documents. The term “procurement-related documents” means any written or electronic records, files, reports, or other materials created, received, or maintained by any agency in connection with the procurement process, including but not limited to bids, proposals, contracts, specifications, scopes of work, and correspondence related to the procurement of goods, services, or construction. These documents may include substantially similar or identical content, such as standard forms or certifications, that vendors may be required to submit in connection with multiple procurement opportunities, and which may be referenced by contracting agencies to avoid duplication of effort and streamline the procurement process.
b. The city chief procurement officer shall establish a document vault to store all procurement-related documents.
c. Procurement-related documents shall be made available from the document vault upon request to any agency or contracted entity, as such term is defined in section 22-821, in furtherance of a contract or procurement.
§ 2. This local law takes effect 120 days after enactment.
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