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TITLE: 
A Local Law to amend the administrative code of the city of New York, in relation to disclosure of project cost increases.

Introduction
On March 14, 2012, the Committee on Contracts (the Committee), chaired by Council Member Darlene Mealy, will meet to vote on Proposed Int. No. 707-A, a bill mandating the timely disclosure of cost increases on large City projects.
The Committee discussed a prior version of the bill during a hearing on 
October 31, 2011.
Background 
In recent years, the City has embarked on a number of large projects, particularly information technology (IT) projects, where costs have vastly exceeded initial budget projections.  Notable over-budget projects include: CityTime, which began with a budget of $63 million project,
 and ultimately cost well over $700 million;
 the Emergency Communications Transformation Program (ECTP), a still to be completed project for which costs ballooned by over $600 million for its construction and $8 million per year for its maintenance;
 and the New York City Automated Payroll System (NYCAPS), which saw its costs soar from $66 million to significantly over $300 million, and remains incomplete.
  Taken together, the overruns on these projects suggest that a larger problem may exist in the City’s management of its IT contracts.  
In October 2011, the Committee on Contracts, jointly with the Committee on Technology, held an oversight hearing to examine the structure of the City’s IT contract management in order to identify systemic shortcomings that foster ballooning costs.  The goal of the hearing was to pinpoint the institutional factors that allow overruns to flourish to better determine the ways to prevent such overruns in the future.  During that hearing, the Administration acknowledged deficiencies in its contract management and proposed a six point plan to improve management of contracts on all capital projects, “whether bricks and mortar or fiber and code.”
  The Administration also acknowledged the oversight role to be played by the Council in monitoring the progress of projects according to indicators including cost overruns.
  Unfortunately, however, the Council’s ability to scrutinize expenditures for projects has been hindered by the limited information provided by City agencies, opaque project data
 which can obscure problems until projects go significantly off-course and vast resources have been spent.  This has made it difficult for the Council to intervene in a timely fashion.  
Proposed Int. No. 707-A would provide the Council with a mechanism to timely and effectively perform its oversight functions on large capital projects. 
Proposed Int. No. 707-A
Proposed Int. No. 707-A would require disclosure of certain cost increases in construction and service contracts with a value of $10 million or more that are associated with projects in the capital budget.  Specifically, the law would require the Mayor to notify the Council about such project cost increases at two stages.  First, the Council would be notified whenever such a contract is extended or modified in a manner that increases the cost of the contract by 20 percent or more.  Second, once such an extension or modification has taken place, the Council would be notified on any additional contract extensions or modifications that result in a 10 percent cost increase above the revised contract value.

All such notifications would include explanations about the basis and anticipated scope of the cost increase, and would be submitted, sorted by project, in the quarter following contract registration with the Comptroller.    

Revisions from Int. No. 707
The legislation was revised to address the Administration’s concerns about the breadth of the reporting requirements
 and to enable the Council to focus its attention on noteworthy cost increases on the City’s largest projects.  First, the contracts subject to the legislation shifted:  the dollar value of the relevant contracts increased from one million to 10 million, and was made specific those contracts in connection with capital projects.  Second, the thresholds for Council notification changed: no absolute dollar value triggers the notification—rather, the initial notification is required once the extensions or modifications increase the contract cost by 20 percent; in addition, the second notification has been slightly revised such that the percentage of increased costs must be based on the revised maximum price, not the original contract price.  Finally, the notification period was extended from seven business days to the subsequent quarter following the registration of the extension or modification with Comptroller.  The quarterly aggregation of the contract data (sorted by project) should improve the Council’s ability to identify problematic projects.
Proposed Int. No. 707-A

By Council Members James, Rose, Fidler, Foster, Koppell, Lander, Mendez, Nelson, Palma, Williams, Mark-Viverito, Reyna, Mealy, Chin, Jackson, Levin, Gennaro and Halloran
A LOCAL LAW

To amend the administrative code of the city of New York, in relation to disclosure of project cost increases.

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 6-133 to read as follows:

§ 6-133.  Notification of project cost increases.  

a.  For the purposes of this section, “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.
b.  If an agency that has entered into a contract for construction and/or services with a maximum expenditure of more than ten million dollars in connection with a project included in the capital budget enters into a contract modification or extension that results in a total revised maximum expenditure that exceeds the original contract maximum expenditure by twenty percent or more, the mayor shall notify the council of such contract modification or extension, including details of the basis for and scope of the estimated additional costs.  

c.  Once such notification has been provided for a contract, any additional modifications or extensions of such contract that increase the maximum expenditure more than ten percent over the total revised maximum expenditure shall trigger new notification to the council.

d.  Notifications pursuant to this section shall be provided on a quarterly basis sorted by project within forty-five days of the end of the calendar quarter within which the comptroller registered such contract action.  
§2.  This local law shall take effect ninety days after its enactment into law.
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� See Testimony of Joel Bondy, Transcript, Oversight - Examining the New York City Office of Payroll Administration's Procurement and Application of the City Time Contract,  May 8, 2008, Committees on Contracts and Civil Service and Labor, at 36.
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� Testimony of Deputy Mayor for Operations Caswell Holloway, Oversight: Managing New York City Government IT Contracts, Oct. 31, 2011, Committees on Contracts and Technology, at 8.


� See id. at 7.


� Project descriptions are often vague and the funding diffuse.  For example, in Fiscal Year 2011, the expense funding for NYCAPS spanned the budgets of at least four different agencies.


� Supra note 5 at 7.
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