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STATE OF NEW YORK

7616

2025- 2026 Regul ar Sessi ons

| N ASSEMBLY

April 1, 2025

Introduced by M of A PAULIN -- read once and referred to the Conmttee
on Governmental QOperations

AN ACT to anend the state finance law, in relation to contracting
bet ween state agencies and not-for-profit organizations; and to repeal
subdi vision 7 of section 179-v of such law relating thereto

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Subdivisions 9 and 14 of section 179-q of the state finance
| aw, as added by chapter 166 of the |laws of 1991, are anended to read as
fol | ows:

9. "Renewal contract" neans the docunents necessary to continue in
effect an existing contract between a state agency and not-for-profit
organi zation, including any sinplified contract docunents in a form
approved by the office of the state conmptroller. "Renewal contract"”
shall also include any new contract between a state agency and a not-
for-profit organization to provide the same or simlar services as were
provi ded by such not-for-profit organization to the state agency under a
previously approved contract. Simlar services are services that are
conparable to those provided in a prior executed contract fromthe sane
agency.

14. "Witten directive" nmeans a witten request by a state agency to a
not-for-profit organization authorizing such organization either to
begin providing services during the negotiation of a contract or to
conti nue providing services during the negotiation of a renewal
contract. All witten directives shall include a schedule for
subm ssion of invoices for work conpleted by the not-for-profit organ-
ization and the state agency's scheduled paynent dates for submtted
invoices. Al witten directives shall state that paynent for the
services provided is subject to the availability of appropriations,
execution of either the contract or renewal contract, and approval of
the contract or renewal contract by the conptroller and the attorney

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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general . All witten directives shall also include instructions on how
to access the not-for-profit short-termrevolving |oan fund pursuant to
section one hundred seventy-nine-z of this article.

8 2. Subdivision 1 of section 179-s of the state finance | aw, as added
by chapter 166 of the laws of 1991, is amended and a new subdivision 4
is added to read as fol |l ows:

1. A state agency shall have not nore than one hundred fifty days
following the | atest date on which any of the appropriations covered by
the program plan beconme law to execute contracts wth not-for-profit
organi zations pursuant to the program plan. Upon execution of each
contract by the state agency and the not-for-profit organization, the
contract shall imediately be delivered to the attorney general for
approval. The attorney general shall within fifteen days of receipt
either approve such contract or disapprove and return the contract to
the state agency with reasons therefor. Upon approval, the contract
shall be delivered to the conptroller who shall within fifteen days of
recei pt either approve and file such contract or disapprove and return
the contract to the state agency with [his] such conptroller's reasons
t herefor.

4. \When a state agency deens it necessary for a not-for-profit organ-
ization to commence the provision of services prior to full execution of
a new, renewal., or extension contract and issues a witten directive to
the not-for-profit organization requesting the commencenent of such
services, the witten directive shall provide a schedul e and procedure
for the not-for-profit organization to receive paynent for wor k
performed, including a commencenent date for services that the state
agency is requesting, a schedule and procedure for the not-for-profit
organi zation to submt invoices to the state agency for work perforned.
and a schedul e under which the not-for-profit organization can expect
paynent from the state agency. Al late paynents shall be subject to
interest pursuant to section one hundred seventy-nine-v of this article.

8§ 3. Section 179-u of the state finance |law, as added by chapter 166
of the laws of 1991, is anended to read as foll ows:

§ 179-u. Advance paynents. 1. When a state agency adnministering a
contract enters a new, renewal or extension contract with a not-for-pro-
fit organization, the agency shall provide within thirty days of execut-
ing the contract an automatic advance paynent of an anmount equal to
twenty-five percent of the total award to cover expenses incurred and
services provided in the first quarter. Recoupnent of such advances
shall be recovered in the final quarter of the contract through a recon-
ciliation with the final voucher of the contract. If the total anount
submitted in the voucher for the final quarter of the contract is less
than the advance paynent., the not-for-profit organization shall return
the amount of the difference between the advance and the final voucher
to the agency within ninety days of the end of the contract.

2. \Wen a state agency adninistering a contract shall advise the not-
for-profit organization of the agency's intention to renew the contract,
the not-for-profit organization[—+may] shall, upon receipt of a witten
directive, be entitled to an advance paynent of an anount equal to twen-
ty-five percent of the total award to cover expenses incurred and
services provided in the first guarter pending execution of the renewal
contract if such contract is not fully executed by the conmencenent date
of the succeeding contract; the witten directive shall specifically set
forth the dollar anobunt and the period of tine covered by the advance
paynment. Such advance paynent shall offset future paynents due to the
organi zation for services provided during the termof the prospective
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renewal contract and shall not exceed the nmaxi num contract anount set
forth in said renewal contract. If the contract has not yet been
executed by the end of each subsequent quarter, then additional advances
equal to twenty-five percent of the total award shall be nmade within
fourteen days of the commencenent of each subsequent quarter.

[2-] 3. A state agency providing an advance of an anmpbunt equal to
twenty-five percent of the total award paynent pursuant to subdivision
one of this section shall submt a witten directive, a voucher and such
ot her docunents as may be required to the conptroller for approval.

4. When the full execution of a contract is delayed nore than thirty
calendar days, the state agency shall provide the not-for-profit organ-
ization with a witten directive along with an autonatic advance paynent
of an anmpunt equal to twenty-five percent of the total award to cover
expenses incurred and services provided in the first quarter. The not-
for-profit organization may request, and the agency shall provide, addi-
tional advance paynents when the full execution of a contract is
delayed, at quarterly intervals, until such tinme the contract is fully
executed. The witten directive shall specifically set forth the dollar
anount and the period of tine covered by the advance paynent of an
anpunt equal to twenty-five percent of the total award. Such advance

paynent shall offset future paynents due to the organization for
services provided during the termof the prospective renewal contract
and shall not exceed the nmaxinum contract anmount set forth in the

renewal contract.

8§ 4. Subdivision 7 of section 179-v of the state finance law is
REPEALED and subdivisions 1 and 2, as added by chapter 166 of the | aws
of 1991, are anended to read as foll ows:

1. A not-for-profit organization shall be entitled to interest
paynments pursuant to this section: (a) on those noneys that woul d be due
under the terms of the contract [er], extension contract, renewal
contract or witten directive fromthe schedul ed comencerent date or
the date the organization begins to provide services, whichever is
later, until the date the payment is mnmde under the contract [e+].
extension contract, renewal contract or witten directive; or (b) if a
not-for-profit organization borrows funds to provide services pursuant
to a contract, extension contract, renewal contract or witten directive
by a state agency, provided however that a not-for-profit organization
may only receive interest paynents on such funds when such not-for-pro-
fit organrzatron [has—;eGe+¥ed—a—mF+LLen—d+reG++¥e—bu%—has—been—den+ed

e+] did not obtain a Ioan fronrthe not for—profrt short ternrrevolvrng
loan fund. Al interest due and owing shall be paid in full wth the

first paynent nmde to a not-for-profit organization under a contract,
extension contract or renewal contract.

2. Such organizations shall receive such interest paynents at a rate

equal to the [paLe—seL—by—Lhe—eenn+ss+eﬂer—eL—La*a}+en—and—i+nan@e—%e#

current prine |nterest rate.
The conmm ssioner of taxation and finance, on a quarterly basis, shal
conmuni cate the current prine interest rate in effect to the conptroller
and all state agencies and not-for-profit organizations currently under
contract, extension contract, renewal contract, or witten directive.
The conmi ssioner of taxation and finance shall also publish the current
applicable prine interest rate promnently on the departnent of taxation
and finance's website. In order for a state agency to approve
rei mbursenent of a not-for-profit organization at a rate other than the
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interest rate stated in this section the not-for-profit organization
shall submt documentation indicating the rate at which such funds were
borrowed, the I ender of such funds and any other information requested
by the state agency, attorney general or the conptroller. The conp-
troller may disallow such portions of the interest that the conptroller
deens unreasonabl e.

8 5. Subdivisions 1 and 4 of section 179-z of the state finance | aw,
as added by chapter 166 of the laws of 1991, are anmended and a new
subdivision 5 is added to read as foll ows:

1. The state conptroller is authorized to provide |oans fromthe not-
for-profit short-termrevol ving | oan fund established by section nine-
ty-seven-jj of this chapter to any not-for-profit organization in
receipt of a witten directive froma state agency. The state conp-
troller may provide such a loan to a not-for-profit organizati on upon
receipt of a witten agreenent providing reasonabl e assurances of repay-
ment that is satisfactory to the conptroller. Such |oan shall not bear
i nterest and repaynent of such |loan may be prorated over the termof the
expected or renewal contract, provided the termof the |oan does not
exceed one year. The anobunt of each such [ oan shall not exceed [ere-—half
ofthefirst—guarter] the full payment of the subject contract.

4. Any not-for-profit organization receiving a loan fromthe not-for-
profit short-term revolving loan fund shall be ineligible [teo—+eceive

recei ve advance paynents for the anount that they received in the |[oan,
not wi t hst andi ng secti on one hundred seventy-nine-u of this article.

5. Instructions on how to access the not-for-profit short-termrevol v-
ing loan fund shall be provided to every not-for-profit organization
that receives a witten directive, contract, or renewal contract from a
state agency. Such instructions shall also be posted in a conspicuous
manner on the websites of the state conptroller and the New York State
Nonprofit Unit.

§ 6. Section 179-aa of the state finance | aw, as anended by chapter
672 of the laws of 2019, is anended to read as foll ows:

8§ 179-aa. Advisory committee. There is hereby established a not-for-
profit contracting advisory comittee. The advisory committee shal
consi st of sixteen nmenbers which shall include eight appointed nenbers,
four to be appointed by the governor who shall be representatives of
not-for-profit organizations providing services in the state, and two
each to be appointed by the governor upon reconmendati on of the tenpo-
rary president of the senate and speaker of the assenbly, and eight ex
officio menbers of the comittee, one each designated fromthe division
of the budget, the department of law, the office of the state conp-
troller, and the education departnent. The governor shall al so designate
four nenbers from anong the foll owi ng agencies: the departnment of state,
the office of children and famly services, the office of tenporary and
disability assistance, the department of health, the office of nental
hygi ene, the office for people with devel opmental disabilities, and the
departnent of |abor. The governor shall designate an appointee to serve
as chair of the committee. The advisory conmttee shall neet at |east
quarterly and [gpepr—its—owr—nitiative—ray] shall: comment and report
on the inplenmentation and operation of the not-for-profit short-term
revolving loan fund; advise the governor, conptroller, |egislature,
attorney general and state agencies on the inplenentation and operation
of this article; evaluate the benefits of requiring all state agencies
to use standard contract |anguage and the extent to which standard
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| anguage may be effectively included in contracts wth not-for-profit
organi zations; evaluate and provide feedback on inprovenents to the
statewi de financial system review annually the report of the office of
the state conptroller nmade pursuant to section one hundred seventy-nine-
bb of this article; and propose any |egislation they deem necessary to
i mprove the fund and this article. The comrittee shall report to the
conptroller's office, the office of the attorney general, the governor
and the legislature with reconmendati ons on inproving the contracting
procedures wth not-for-profit organizations which receive state funds
through the internediary of nunicipalities. Such reports shall be due
annually not |ater than Decenber first, and shall be nade available to
the general public, including a conspicuous posting on the website of
the New York State Nonprofit Unit.

8 7. Subdivision 3 of section 179-ee of the state finance | aw, as
added by section 38 of part L of chapter 55 of the laws of 2012, is
anmended and two new subdivisions 4 and 5 are added to read as foll ows:

3. A nodification to a contract that would result in a transfer of
funds anmpbng program activities or budget cost categories but does not
affect the anpunt, consideration, scope or other terms of such contract
shall not, by itself, require such contract and nodification to be
submtted to the conptroller for review, provided, however, where the
anount of such nodification is, as a portion of the total value of the
contract, equal to or greater than ten percent for contracts of |ess
than five mllion dollars, or five percent for contracts of nore than
five mllion dollars, the conptroller may require that such nodification
be submtted to [himoer—her] such conptroller for review. Al nodifica-
tions that do not require conptroller review shall be approved wthin
thirty days, and all nodifications that require conptroller review shal
be approved within sixty days. A failure by the agency to respond to a
request for nodification during the time period shall be deened an
approval of the proposed nodification. Wien a contractor subnits their
final vouchers or invoice, if such voucher or invoice would result in a
nodi fication between budget categories of, as a portion of the total
value of the contract, equal to or lesser than ten percent for contracts
of less than five nmillion dollars, or five percent for contracts of nore
than five million dollars, then the agency shall consider the voucher or
invoice a request for contract nodification and shall process the
nodi fication as such.

4. Notwithstanding any other provisions of this article, a mninmm
indirect cost rate of at least fifteen percent or the not-for-profit
organi zation's federally-approved de mninms indirect cost rate or the
not-for-profit organization's actual indirect costs related to all owable
expenses under the contract, whichever is higher, shall be included in
all not-for-profit organization contracts with state agencies. |ndirect
costs may be incurred at a higher rate than fifteen percent in any budg-
eted period so long as the year-to-date indirect cost does not exceed
fifteen percent at that tine. Expenses including purchase of furniture,
technol ogy, and equi pnent, and expenses related to office space neces-
sary for the programstaff to performtheir duties under the grant, and
training and certification necessary to maintain credentials required to

performtheir duties under the grant, shall be considered direct
expenses in all not-for-profit organization contracts.

5. Interest accrued due to borrowing funds to provide services pursu-
ant to a witten directive, contract, renewal contract or extension
contract is a direct reinbursable cost under all not-for-profit
contracts.
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8§ 8. Paragraphs (a) and (e) of subdivision 2 and subdivision 3 of
section 179-f of the state finance |aw, paragraphs (a) and (e) of subdi-
vision 2 as anended by chapter 36 of the |aws of 2016 and subdi vi sion 3
as amended by chapter 568 of the laws of 2015, are anended to read as
fol | ows:

(a) the state conmptroller in the course of [his—er—her] such conp-
troller's audit determines that there is reasonable cause to believe
that paynent may not properly be due, in whole or in part;

(e) the goods or property have not been delivered or the services have
not been rendered by the contractor in conpliance with the terns or
conditions of the contract, except that where the contractor presents an
invoice of a subcontractor as proof of the cost and may pay subcontrac-
tors upon receipt of paynent on the invoice or voucher by the agency,
proof of such paynent by the contractor to the subcontractor shall be
provided by the contractor to the state agency within thirty days of the
recei pt of the voucher paynment;

3. Each state agency shall have fifteen cal endar days after receipt of
an invoice by the state agency at its designated paynment office, or in
the case of an invoice received froma snall business, seven calendar
days, to notify the contractor of (a) naterial defects in the delivered
goods, property, or services, (b) material defects in the invoice, or
(c) suspected inproprieties of any kind]—ard—+the]. The existence of
such material defects or inproprieties shall [
of] pause the calculation of the tine period specified in subdivision
two of this section until such material defects or inproprieties have

been corrected. [Wen—a—state—agency—Ffaitstonoetiiy—-a——contractor—of

buc) , I I I e ) . I
cont+aeter—| |f the agency notifies the contractor of a material defect

or inpropriety that was present in the original invoice after the
initial fifteen calendar days from when the invoice was originally
submtted, then the tine period specified in subdivision tw of this
section shall continue to run and shall not be affected by such notifi-
cation. If the state agency, in such situations, fails to provide
reasonable grounds for its contention that a nmaterial defect or inpro-
priety exists, the required paynent date shall be calculated from the
date of receipt of an invoice. Scrivener's errors or rounding errors
that result in a variance of less than one hundred dollars shall not be
considered material defects for the purposes of this section.

8 9. This act shall take effect on the one hundred eightieth day after
it shall have becone a | aw




