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   A. Purpose and Scope

This item establishes policies and procedures prescribed by the Director of the Budget for
all State agencies regarding the establishment of deferred payment arrangements.

A deferred payment arrangement is a written agreement between a debtor and a State
agency, an agent of the State agency or the Attorney General's Office.  This agreement
establishes a payment schedule in order to satisfy a debt.  A State agency should enter into
a deferred payment arrangement with a debtor when this arrangement provides the most
efficient and effective method of collecting a past-due debt.  

A deferred payment arrangement represents an arrangement made by a State agency so that
a debtor, experiencing fiscal difficulty, may fully resolve her/his liability through installment
payments.  A deferred payment arrangement tends to have associated administrative costs,
and should therefore be used only when needed.

   B. Statutory Reference

Section 18 of the State Finance Law provides that:

Every state agency to which this section is applicable is authorized to
enter into written agreements with any debtor under which such debtor
is allowed to satisfy liability for payment of any debt, including any
interest imposed by this section on that portion of such debt as to
which an extension is granted, in installment payments if the state
agency determines that such agreement will facilitate collection of such
liability. Provided further, that where such state agency determines that
immediate collection of the debt would jeopardize the debtor's fiscal
viability and thereby pose a hardship to the public, such agency shall
offer to enter into a written agreement to temporarily defer collection of
the debt, collect the debt on an installment basis, or make other
reasonable arrangements to reduce such hardship on the public of
collecting the debt.

   C. Criteria

State agencies or their agents should enter into a deferred payment arrangement if such
arrangement represents the most viable method to collect an outstanding debt from an
individual or business experiencing fiscal hardship.

The following are appropriate criteria when considering if a deferred payment arrangement
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is the most viable collection method:

  1.a. The debtor has demonstrated fiscal hardship to the State agency or its agent;
or

    b. If the State agency or its agent determines that the immediate collection of the debt
would jeopardize the debtor's fiscal viability and in so doing could pose a hardship on
the public.  This determination should be based on the judgment of the agency that this
debtor provides employment, services and/or goods which are important to the public
welfare; 

and

  2. The debt is $50 or greater and is past-due; 

and

  3. The State agency or its agent has appropriate information regarding the debtor.  

   D. Types of Deferred Payment Arrangements

If a debtor requests that a State agency or its agent agree to a deferred payment
arrangement, the State agency may choose from the following reasonable arrangements:

   a. Temporary deferment of collection of the debt:

A State agency or its agent may allow a debtor to delay the first scheduled payment
in a deferred payment arrangement for one month. However, a State agency should
negotiate an initial payment to be paid in the second month as a good faith effort by
the debtor and establish a payment schedule thereafter. 

   b. Collection of the debt on an installment basis:

The payment schedule in a deferred payment arrangement should be based on the
dollar level and nature of the debt.  However, the State agency should always strive to
enter into the shortest repayment schedule possible.

   E. Procedure

In either type of deferred payment arrangement, the State agency or its agent shall take the
following steps:
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  1. Verification of Information

A State agency's or agent's first step is to update debtor (individual or business) and
debt information.  If the debtor contacts the State agency, either in person or by
telephone, the State agency should compare the debtor's name, address, Social
Security Number or Employer Identification Number and information regarding the
amount of the debt to the information contained in the State agency's accounts
receivable file.  If necessary, the State agency should update the debtor file.

  2. Construction of a Payment Schedule

Once the information about the debtor and debt has been updated the State agency
or its agent shall construct a payment schedule, which must include interest or a
late payment charge and may include collection fees, to satisfy the total debt.
Model software to aid State agencies in setting up payment schedules for deferred
payment arrangements will be made available by the Division of the Budget.

A State agency or its agents should construct payment schedules for the shortest
period of time possible.  In general, however, the repayment period should not exceed
two years.  Payment schedules should be constructed so that payments are made on
a monthly basis. 

 This table offers a guide for State agencies to follow when setting up a payment
schedule in a deferred payment plan.

Amount of Debt Number of Monthly
Repayments

$1-$49 No Deferred Payment 
Arrangements Granted 

$50 - $249  2 to 5 

$250 - $999  2 to 12

$1,000+ 2 to 24

  3. Credit Checks

Credit checks are advisable in instances where the debt exceeds $1,000.  The State
agency shall obtain written confirmation from a debtor, consenting to a credit check.
(See Exhibits 4 and 5.)
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  4. Over $10,000

If the deferred payment arrangement totals more than $10,000, the State agency or its
agent must submit the agreement to the Office of the State Comptroller for approval.

  5. After Certification of a Debt

There may be instances where a debtor will contact a State agency to establish a
deferred payment arrangement after that agency has certified the debt to the
Department of Taxation and Finance.  If, in these cases, the agency agrees to a
deferred payment arrangement and the debtor has signed the written agreement, the
agency should immediately delete the debt from its list of past-due legally enforceable
debts eligible for offset.

   F. Written Agreement

Even if a verbal agreement has been made over the telephone, a deferred payment
arrangement is not binding until the State agency or its agent receives a signed written
agreement from the debtor.  The State agency or its agent shall generate a written agreement
that outlines the deferred payment arrangement.  Such agreement shall be signed by the
appropriate State agency representative.  The agreement is then sent to the debtor to sign
and return to the State agency or its agent.  (See Exhibits 1, 2, and 3 for model deferred
payment letter and model deferred payment agreements.)

   G. Non-Payment 

If a debtor fails to make a payment according to a deferred payment arrangement or makes
the payment with a dishonored check, the State agency or its agent may immediately cancel
the written arrangement and commence more stringent collection actions.  The debt should
be considered past-due in terms of its original due date.  State agencies or their agents
should then utilize the collection method that is deemed most effective for the immediate
collection of the total past-due debt.  

   H. Agency Internal Procedures

A State agency shall develop internal written policies and procedures regarding the granting
and processing of deferred payment arrangements.  Oversight of deferred payment
arrangements shall be exercised centrally, with review by agency counsel and the agency
finance or business office, as appropriate.
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To maintain debtor confidentiality, the State agency shall also develop and maintain
appropriate internal controls within the office that processes the State agency's deferred
payment arrangements.

   I. Questions & Answers

  Q. What if a State agency or its agent entered into a deferred payment agreement with
a debtor prior to January 1, 1993?

  A. The terms of a deferred payment arrangement which were agreed to by the State
agency or its agent and the debtor prior to January 1, 1993, are binding and cannot be
unilaterally altered.

  Q. What if a State agency has existing policies and procedures regarding deferred
payment arrangements?

  A. These Guidelines prescribe the minimum requirements that State agencies or their
agents must follow.  State agencies are required to have internal written policies and
procedures regarding deferred payment arrangements.  These internal agency
policies may be more stringent than those required by these Guidelines.  

  Q. What if a debtor requests a deferred payment arrangement before the debt becomes
past-due?

  A. A deferred payment arrangement should be considered the exception, not the rule.
Deferred payment arrangements pose a substantial cost to the State agency and
should not be a viable method of payment unless the debt becomes past-due.  
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EXHIBIT #1
DEFERRED PAYMENT LETTER*

AGENCY LETTERHEAD

Date

[Debtor Name]
[Debtor Address]
[Debtor Social Security No. or EIN No.]
[Account Number]

Dear Ms. or Mr. [Last name of debtor]:

This is to inform you that your request to enter into a deferred payment arrangement (DPA) with this agency
to satisfy your outstanding balance on the above referenced account has been approved, pending the
completion of the DPA agreement.

To finalize this arrangement you must carefully read and sign the enclosed AGREEMENT.  It is important for
you to note that pursuant to this AGREEMENT, you are expected to abide by all the terms including the
specified periodic payment amount and the payment due dates.  Please take note, your failure to comply
with the terms of this AGREEMENT will force this agency to declare the AGREEMENT null and void.
If the AGREEMENT is declared null and void, your outstanding balance with this agency will immediately
become fully due.

This State agency may refer the past-due outstanding balance, to a private collection agency, the New York
State Attorney General's Office, or certify the debt to the New York State Department of Taxation and Finance
for collection by offset of tax overpayments or other payments due from the State.  In addition, State agencies
are authorized to charge a collection fee up to 22 percent of the outstanding debt on accounts that are
considered more than 90 days past-due and a fee on dishonored checks or like instruments.

After you have signed the AGREEMENT, one copy is to be returned within the next five business days to this
agency together with your first periodic payment of $           .  The copy marked Debtor's Copy of the
AGREEMENT should be retained by you for your records.

If you have any questions, you may call [Agency Contact] at [Telephone Number].

Please make checks payable to:

[Agency Name]
[Agency Address]

Thank you.

Enclosure

*Agency counsel should approve any standard form or letter sent to a debtor.
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EXHIBIT #2
MODEL DEFERRED PAYMENT

AGREEMENT #1*
(Individual Debtor(s)) 

AGENCY LETTERHEAD

Date:

DEFERRED PAYMENT AGREEMENT
ACCOUNT NUMBER                    

For the above referenced account number, I/we [Debtor(s) Full Legal Names(s)] promise to pay to [Agency
Name] the sum of:

Original amount due $                 
Applicable interest/penalty charges +  $                     
Collection fees                 +  $                 
TOTAL SUM TO BE PAID                   $                 

such amount will be paid in the following manner:

on the  first [agency option] day of each month, beginning with the first payment on [this should be the date
of this AGREEMENT], and regularly thereafter, until all such installments are fully paid.

Should I/we fail to make any installment payment by the thirtieth day following the first of each month, then
[Agency Name] may, at its option, immediately accelerate the maturity of the installments thereafter to become
due hereunder by making an entry to such effect on its records in which event the unpaid balance of this
AGREEMENT shall become immediately due and payable without demand or notice.  Further, I/we understand
that failure to make installment payments as agreed, may result in additional interest and penalties.

I/we hereby intend to legally bind myself/ourselves to the terms of this AGREEMENT.

                                                                                        
      Legal Signature           Legal Signature

DATED:                                

Accepted by:                                                   
[Authorized State Agency Representative]

DATED:                                

*Agency counsel should approve any standard form or letter sent to a debtor.
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EXHIBIT #3
MODEL DEFERRED PAYMENT

AGREEMENT #2*
(Business Debtor) 

AGENCY LETTERHEAD
Date:

DEFERRED PAYMENT AGREEMENT
ACCOUNT NUMBER                    

For the above referenced account number, I on behalf of [Business Name] promise to pay to [Agency Name]
the sum of:

Original amount due $                 
Applicable interest/penalty charges +  $                     
Collection fees +  $                 
TOTAL SUM TO BE PAID $                 

such amount to be paid in the following manner:

on the  first [agency option] day of each month, beginning with the first payment on [this should be the date
of this AGREEMENT], and regularly thereafter, until all such installments are fully paid.

Should I fail to make any installment payment by the thirtieth day following the first of each month, then
[Agency Name] may, at its option, immediately accelerate the maturity of the installments thereafter to become
due hereunder by making an entry to such effect on its records in which event the unpaid balance of this
AGREEMENT shall immediately become due and payable without demand or notice.  Further, I understand that
failure to make installment payments as agreed may result in additional interest or penalties.

I represent and warrant that I have the legal authority necessary to bind [Business Name] to the terms of this
AGREEMENT.

                                                     
Authorized Representative

                                                     
Title

DATED:                                          

Accepted by:                                                   
[Authorized State Agency Representative]

DATED:                                

*Agency counsel should approve any standard form or letter sent to a debtor.
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EXHIBIT #4
MODEL LETTER 

DEBTOR CONSENT TO A CREDIT CHECK*

AGENCY LETTERHEAD

DATE:

[Debtor Name]
[Debtor Address]
[Social Security No./EIN No.]
[Account Number]

Dear Ms./Mr.                     :

[Agency Name] is willing to consider your request for a deferred payment agreement to satisfy
your above referenced account.

Before entering into a deferred payment arrangement this agency intends to review your credit
history.  Therefore, your consent for other creditors' release of your credit history is required.

Please verify your consent to release by signing the enclosed AGREEMENT and return same
within five business days to:

[Agency Name]
[Agency Address] 

If you have any questions you may call [Agency Contact] at [telephone number].  

*Agency counsel should approve any standard form or letter sent to a debtor.
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EXHIBIT #5
MODEL AGREEMENT* 

DEBTOR CONSENT FOR RELEASE OF
CREDIT HISTORY

I/we consent to release of my/our credit information to [Agency Name].

It is understood that such credit information will be used by [Agency Name] solely for the
purpose of evaluating my financial capacity with regard to an outstanding debt with this
agency.

                                                                             
Legal Signature                  Legal Signature

                        
Dated

*Agency counsel should approve any standard form or letter sent to a debtor.




