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Introduced by M of A HEASTIE, ZEBROWNSKI -- read once and referred to
the Conmittee on Consuner Affairs and Protection

AN ACT to anend the general business law, in relation to requiring time-
|y paynments and interest owed to contractors

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The general business |law is anended by adding a new article
37-B to read as foll ows:
ARTI CLE 37-B
TI MELY PAYMENTS AND | NTEREST OAED TO CONTRACTORS
SECTI ON 806. LEQ SLATI VE | NTENT.
807. DEFI NI TI ONS.
808. PAYMENTS OWED TO CONTRACTORS.
809. DETERM NATION OF ELIGBILITY FOR PAYMENT OF | NTEREST ON
AMOUNTS ONED TO CONTRACTORS.

S 806. LEQ SLATIVE | NTENT. FI RMS AND ORGANI ZATI ONS THAT DO BUSI NESS
WTH N THE STATE OF NEW YORK EXPECT AND DESERVE TO BE PAID IN A PROWT
AND TI MELY MANNER. UNJUSTI FI ED DELAYS I N PAYI NG VENDORS, CONSTRUCTI ON
CONTRACTORS, AND PROVIDERS OF SERVICE NMAY DI SCOURAGE SUCH FI RM5 AND
ORGANI ZATI ONS FROM DO NG BUSI NESS W THI N THE STATE OF NEW YORK AND MAY
ULTI MATELY | NCREASE THE COSTS TO CONSUMERS OF PURCHASI NG MATERI ALS,
EQUI PMENT, AND SUPPLI ES; UNDERTAKI NG CONSTRUCTI ON AND RECONSTRUCTI ON
PRQJECTS; AND OBTAINNNG A WDE VAR ETY OF PROFESSI ONAL AND OTHER
SPEC!I ALI ZED SERVI CES | NCLUDI NG THOSE THAT ARE PROVIDED TO PERSONS IN
NEED. CONSEQUENTLY, THI' S LEQ SLATI ON SETS STANDARDS FOR THE PAYMENT OF
BILLS INCURRED BY CONSUMERS WTH N SPECIFIED PERIODS OF TIME AND
REQUI RES | NTEREST PAYMENTS | N SI TUATI ONS WHERE CONTRACT PAYMENTS DO NOT
CONFORM TO THESE STANDARDS. CONSI STENT W TH ACCEPTED BUSI NESS PRACTI CES
AND W TH SOUND PRI NCI PLES OF FI SCAL MANAGEMENT, | T IS THE I NTENT OF TH S
LEG SLATION TO ENCOURAGE CONSUMERS TO MAKE PAYMENTS AT LEAST AS EXPE-
DI TI QUSLY AS THEY CURRENTLY DO AND FURTHER TO REDUCE EXI STING PAYMENT
PROCESSI NG TI MES WHENEVER FEASI BLE, WHI LE AT THE SAME TI ME ENSURI NG THAT

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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THE CONSUMER RECElI VES THE QUALITY OF GOODS AND SERVICES TOWHICHIT IS
ENTI TLED TO.

S 807. DEFINITIONS. AS USED IN THI S ARTI CLE, THE FOLLOW NG TERMS SHALL
HAVE THE FOLLOW NG MEANI NGS UNLESS OTHERW SE SPECI FI ED:

1. " CONTRACT" MEANS AN ENFORCEABLE AGREEMENT ENTERED | NTO BY A PRI ME
CONTRACTOR AND A CONSUMER.

2. "CONSUMER' MEANS AN | NDIVIDUAL OR |IND VIDUALS ENTERING |INTO A
CONTRACT WTH A PRI ME CONTRACTOR.

3. "BILLING' MEANS, | N ACCORDANCE W TH THE TERMS AND DEFI NI TI ONS OF
THE APPLI CABLE CONTRACT, ANY PERI GDI C PAYMENT, FINAL PAYMENT, WRI TTEN
APPROVED CHANGE CORDER OR REQUEST FOR RELEASE OF RETAI NAGE.

4. "PRI ME CONTRACTOR' MEANS A PERSON WHO CONTRACTS WTH A CONSUMER TO
| MPROVE REAL PROPERTY.

5. "SUBCONTRACTOR' MEANS ANY PERSON VWHO HAS CONTRACTED TO FURN SH
LABOR, MATERIALS OR OTHER SERVI CES TO A PRI ME CONTRACTOR | N CONNECTI ON
WTH A CONTRACT FOR | MPROVEMENT OF REAL PROPERTY.

6. " SUBSUBCONTRACTOR' MEANS ANY PERSON WHO HAS CONTRACTED TO FURN SH
LABOR, MATERI ALS OR OTHER SERVI CES TO A SUBCONTRACTOR | N CONNECTION W TH
A CONTRACT FOR | MPROVEMENT OF REAL PROPERTY.

7. "NATERI ALMEN' MEANS ANY PERSON VWHO HAS CONTRACTED TO FURNI SH MATE-
RI ALS OR OTHER SERVI CES TO A PRI ME CONTRACTOR, SUBCONTRACTOR OR SUBSUB-
CONTRACTOR FOR | MPROVEMENT OF REAL PROPERTY.

8. "PAYMENT DATE" MEANS THE DATE ON WHI CH A CHECK FOR PAYMENT PURSUANT
TO A CONTRACT | S DATED.

9. "PROPER |INVAO CE" MEANS A WRITTEN REQUEST FOR A CONTRACT PAYMENT
THAT 1S SUBM TTED BY A CONTRACTOR SETTI NG FORTH THE DESCRI PTI ON, PRI CE,
AND QUANTITY OF GOODS, PROPERTY, OR SERVI CES DELI VERED OR RENDERED, | N
SUCH FORM AND SUPPORTED BY SUCH OTHER SUBSTANTI ATI NG DOCUMENTATI ON  AS
MAY REASONABLY BE REQUI RED.

10. "RECEIPT OF AN INVOCE'" MEANS (A) THE DATE ON WHI CH A PROPER
INVO CE | S ACTUALLY RECEI VED BY THE CONSUMER, OR (B) THE DATE ON WH CH
THE CONSUMER RECEI VES THE PURCHASED GOODS, PROPERTY, OR SERVI CES COVERED
BY THE PROPER | NVO CE, WH CHEVER | S LATER

11. "REQUI RED PAYMENT DATE" MEANS THE DATE BY WHI CH A CONTRACT PAYMENT
MUST BE MADE | N ORDER FOR THE CONSUMER NOT TO BECOME LI ABLE FOR | NTEREST
PAYMENTS, PURSUANT TO SUBDI VI SI ON ONE OF SECTI ON ElI GHT HUNDRED ElI GHT OF
TH S ARTI CLE.

12. "PRI ME RATE" MEANS THE BASI C RATE ON CORPORATE LOANS PUBLI SHED BY
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

S 808. PAYMENTS OWNED TO CONTRACTORS. 1. |IF A PRI ME CONTRACTOR HAS
PERFORMED | N ACCORDANCE WTH THE PROVISIONS OF A CONTRACT WTH THE
CONSUMER AND THE BI LLING FOR THE WORK HAS BEEN APPROVED AND CERTI FI ED
BY THE CONSUMER OR THE CONSUMER S AUTHORI ZED APPROVI NG AGENT, THE
CONSUMER SHALL PAY THE AMOUNT DUE TO THE PRI ME CONTRACTOR FOR EACH PERI -
ODI C  PAYMENT, FINAL PAYMENT OR RETAI NAGE MONI ES NOT' MORE THAN THI RTY
CALENDAR DAYS AFTER THE BI LLI NG DATE, WHI CH FOR PERI ODI C Bl LLI NG ~ SHALL
BE THE PERI ODI C Bl LLI NG DATE SPECI FI ED I N THE CONTRACT.

2. EACH CONSUMER SHALL HAVE FI FTEEN CALENDAR DAYS AFTER RECEI PT OF AN
I N\VO CE TO NOTI FY THE CONTRACTOR OF (A) DEFECTS IN THE DELI VERED GOODS,
PROPERTY, OR SERVICES, (B) DEFECTS IN THE INVO CE, OR (C) SUSPECTED
| MPROPRI ETI ES OF ANY KIND;, AND THE EXI STENCE OF SUCH DEFECTS OR | MPROG
PRI ETI ES SHALL PREVENT THE COMVENCEMENT OF THE TI ME PERI OD SPECI FI ED I N
SUBDI VI SION ONE OF TH'S SECTION. WHEN A CONSUMER FAILS TO NOTIFY A
CONTRACTOR OF SUCH DEFECTS OR SUSPECTED | MPROPRI ETI ES W THI N FI FTEEN
CALENDAR DAYS OF RECEI VING THE | NVO CE, THE NUMBER OF DAYS ALLOWNED FOR
PAYMENT OF THE CORRECTED PROPER | NVO CE W LL BE REDUCED BY THE NUMBER OF



Co~NOoOUIT~hWNE

A 1109 3

DAYS BETWEEN THE FI FTEENTH DAY AND THE DAY THAT NOTI FI CATI ON WAS TRANS-
M TTED TO THE CONTRACTOR. | F THE CONSUMER, I N SUCH SI TUATIONS, FAILS TO
PROVI DE REASONABLE GROUNDS FOR | TS CONTENTI ON THAT A DEFECT OR | MPRO-
PRI ETY EXI STS, THE REQUI RED PAYMENT DATE SHALL BE CALCULATED FROM THE
DATE OF RECEI PT OF AN | NvA CE.

3. A PRI VE CONTRACTOR, SUBCONTRACTOR OR SUBSUBCONTRACTOR MAY, AFTER
PROVI DI NG SEVEN CALENDAR DAYS WRI TTEN NOTI CE TO THE PARTY FAI LI NG TO
MAKE THE REQUI RED PAYMENTS, SUSPEND PERFORVMANCE OF A CONSTRUCTI ON
CONTRACT, W THOUT PENALTY FOR BREACH OF CONTRACT, UNTIL THE REQUI RED
PAYMENT PURSUANT TO THIS SECTION | S MADE; PROVIDED HOWEVER, THAT THE
PRI ME CONTRACTOR, SUBCONTRACTOR OR SUBSUBCONTRACTOR HAS NOT BEEN PAI D AS
REQUI RED BY THI S SECTI ON, HAS NOT BEEN PROVI DED W TH A WRI TTEN STATEMENT
BY THE CONSUMER COF THE AMOUNT W THHELD AND THE REASON FOR W THHOLDI NG,
AND THE CONSUMER |'S NOT ENGAGED IN A GOOD FAI TH EFFORT TO RESOLVE THE
REASON FOR W THHOLDI NG

4. A PROPER I NVO CE SUBM TTED BY THE CONTRACTOR SHALL BE REQUI RED TO
| NIl TI ATE ANY PAYMENT, EXCEPT WHERE THE CONTRACT PROVIDES THAT THE
CONTRACTOR WLL BE PAID AT PREDETERM NED | NTERVALS W THOUT HAVI NG TO
SUBM T AN | N\VO CE FOR EACH SUCH SCHEDULED PAYMENT, IN WHICH CASE THE
CONSUMER SHALL SUBM T TO THE REQUI RED PAYMENT DATE WHI CH SHALL BE THE
PAYMENT DUE DATE SPECI FI ED | N ACCORDANCE W TH THE CONTRACT.

5. (A) THE RI GHTS, REMEDI ES OR PROTECTIONS PROVIDED BY TH'S SECTION
FOR PRI ME CONTRACTORS, SUBCONTRACTORS AND SUBSUBCONTRACTORS SHALL BE I N
ADDI TI ON TO OTHER REMEDI ES PROVI DED PURSUANT TO ANY OTHER PROVI SION COF
STATE LAW

(B) NO PROVI SION OF THI' S SECTI ON SHALL BE CONSTRUED AS RESTRI CTING I N
ANY WAY THE RIGHTS OR REMEDI ES PROVI DED BY ANY OTHER APPLI CABLE STATE
LAW

S 809. DETERM NATION OF ELI A BILITY FOR PAYMENT OF | NTEREST ON AMOUNTS
ONED TO CONTRACTORS. 1. |F A PAYMENT DUE PURSUANT TO THE PROVI SIONS OF
SECTION EIGHT HUNDRED EIGHT OF TH S ARTICLE IS NOT MADE IN A TI MELY
MANNER, THE DELI NQUENT PARTY SHALL BE LI ABLE FOR THE AMOUNT OF MONEY
ONED UNDER THE CONTRACT, PLUS |INTEREST AT A RATE EQUAL TO PRI ME RATE
PLUS ONE PERCENT. | NTEREST ON AMOUNTS DUE PURSUANT TO THI' S SECTI ON SHALL
BE PAID TO THE PRI ME CONTRACTOR, SUBCONTRACTOR OR SUBSUBCONTRACTOR FOR
THE PERIOD BEGA NNING ON THE DAY AFTER THE REQUI RED PAYMENT DATE AND
ENDI NG ON THE DAY ON WHI CH THE CHECK FOR PAYMENT HAS BEEN DRAWN.

2. ANY CONSUVER WHO IS REQUIRED TO MAKE A PAYMENT PURSUANT TO A
CONTRACT AND WHI CH DOES NOT MAKE SUCH CONTRACT PAYMENT BY THE REQUI RED
PAYMENT DATE SHALL MAKE AN | NTEREST PAYMENT TO THE PRI ME CONTRACTOR IN
ACCORDANCE W TH THI' S SECTI ON ON THE AMOUNT OF THE CONTRACT PAYMENT WA CH
IS DUE, UNLESS FAI LURE TO MAKE SUCH CONTRACT PAYMENT | S THE RESULT OF A
LI EN, ATTACHVENT, OR OTHER LEGAL PROCESS AGAINST THE MONEY DUE SAID
PRI ME CONTRACTOR. A PRO RATA SHARE OF SUCH | NTEREST SHALL BE PAI D BY THE
PRI ME CONTRACTOR, SUBCONTRACTOR OR SUBSUBCONTRACTOR, AS THE CASE MAY BE,
TO SUBCONTRACTORS AND MATERI ALMEN | N A PROPORTI ON EQUAL TO THE PERCENT-
AGE OF THEI R PRO RATA SHARE OF THE CONTRACT PAYMENT. SUCH PRO RATA
SHARE OF | NTEREST SHALL BE DUE TO SUCH SUBCONTRACTORS AND MATERI ALMEN
ONLY FOR THOSE PAYMENTS VWHI CH ARE NOT PAID TO SUCH SUBCONTRACTORS AND
MATERI ALMEN PRIOR TO THE DATE UPON WH CH | NTEREST BEG NS TO ACCRUE
BETWEEN THE CONSUMER AND THE CONTRACTOR. SUCH PRO RATA SHARE OF | NTEREST
SHALL BE COMPUTED DAILY UNTIL SUCH PAYMENTS ARE MADE TO THE SUBCONTRAC-
TORS AND MATERI ALMEN.

S 2. This act shall take effect immediately, and shall apply to
contracts entered into on or after such effective date.



