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119th MAINE LEGISLATURE 

FIRST REGULAR SESSION-1999 

Legislative Document No. 2106 

S.P.747 In Senate, March 30, 1999 

An Act to Allow Nonprofit Corporations to Retain Small Levels of 
Profits Realized on State Contracts. 

Reference to the Committee on State and Local Government suggested and ordered printed. 

Presented by Senator MILLS of Somerset. 
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JOY J. O'BRIEN 
Secretary of the Senate 



Be it enacted by the People of the State of Maine as follows: 
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Sec. 1. 5 MRSA §20005, sub-§6-A, 1JA, as enacted by PL 1997, c. 
4 381, §1, is amended to read: 

6 A. A renewal contract with a provider is not subject to the 
request-for-proposa1 procedure requirement if the contract 

8 granted under this subsection is peEfeEmaRee---sasea 
performance-based. On or afur January L 2000, contracts 

10 awarded or renewed under this section are sybject to the 
following provisions: 
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(1) A nonprofit provider of goods or services to the 
State may retain up to 5, of earned reserves from a 
contract with the State pursuant to Title 13-B, section 
202, subsection 1, paragraph U. The provider may 
retain more than this amount with the permission of the 
state agency for which the goods or services are 
provided: 

(2) Reserves retained ynder this paragraph may be used 
to meet financial liabilities, inc1yding costs incurred 
in preparation or for the fulfillment of the 
regyirements of the contract or for those costs related 
to an existing contract: 

(3) Pursuant to Title 13-B, section 202, subsection 1, 
paragraph U, all reserves earned from state contracts 
exceeding 5% must be returned to the State within one 
year from the date of receipt. All earned reserves 
under 5% that are not used for a legitimate purpose 
under this Paragraph must be returned to the State 
within 4 years of the receipt of the earned reserve; 

(4) All providers electing to retain earned reserves 
under this paragraph may be subject to an audit to 
ensure adherence to this paragraph; and 

(5) If the State intends to renew a contract with a 
service provider and to change in any way the 
provisions of that contract, then the State must give 
notice to the provider at least 6 months prior to the 
expiration date of the contract. The State must 
negotiate the contract in good faith. If notice is not 
given by the State within the 6-month period, then the 
contract is automatically extended until good faith 
negotiations have concluded. 

Sec. 2. I3-B MRSA §202, sub-§ 1, 'S, as amended by PL 1989, c • 
50 857, §51, is further amended to read: 
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S. To have and exercise all powers necessary or convenient 
to effect the purposes for which the corporation is 
organized, or to further the activities in which the 
corporation may lawfully be engaged; aRe 

Sec. 3. 13-B MRSA §202, sub-§I, ff, as enacted by PL 1989, c. 
8 857, §52, is amended to read: 

10 T. To engage in legislative liaison activities, including 
gathering information regarding legislation, analyzing the 

12 effect of legislation, communicating with Legislators and 
attending and g1v1ng testimony at legislative sessions, 

14 public hearings or committee hearings, notwithstanding any 
rule adopted by the Department of FiRaseeT Administrative 

16 and Financial Services: anq 

18 Sec.4. 13·B MRSA §202, sub·§I, fU is enacted to read: 

20 U. To enter into contracts with th~_~ate for the provision 
of goods or services tlwt ..... i11 al19w th!LS;;Qrporation tQ 

22 retain and use up to 5"~1;: all reser~_.earned pursuant to a 
contract with the Stat!;: -iill~_ to uli!L ~e ?arned reserves for 

24 costs incurred in ~,;u;!,t,ion or ll:.f the fuHilllJlent of the 
requirements of the CO!!>\;J;_~.Q..t. CQrl?Qrj:~tiQns~tail1ing earned 

26 reserves under this sub~§ctiQn mu§t._t·~:Q.....t.llil.t PQrt,ion of 
the earned reservL~_~_~~ 5" oJ the . ....tQ.t.aL amQunt Qf 

28 the earned rese.r.ve w~j;,hin one :!:.~._Jrom_ the date of 
receipt. Earned reserV(->.fLJ.l.nQ,~ .. 5.Lt.hat~~j;.ained by the 

30 ~Qrporation must be retYr~_ tQ the_ St~!&.._ntll.in 4 yean of 
receipt if nQt YSil:h~_::.. .. a legit...irojatJL_l?.lHJ?,Q_SJ;L_p.J.USyant tQ 

32 this paragraph. All res.{;L'le.§ earnec:t.l:!Ltn2 cqrpQ1="a!;iQn from 
§tate cQntracts are s~..G.LtQ......ruillit -Y.Me.c_J'itla 5, sectiQn 

34 1660-G. 

36 Sec. 5. 34-B !\JIRSA §3604, sub-§3, 1{E, as amended by PL 1997, c. 
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38L §2, is further amended to read: 

E. Any new contract must be awarded through a 
request--for-proposal procedure and any contract of $500,000 
per year or more that is renewed must be awarded through a 
request-for-proposal procedure at least every 8 years, 
except for the following. 

(1) A renewal contract with a provider 
to the request-for-proposal procedure 
the contract granted under this 
pe~~e~a&~--9a6ee performance-based. 
Janyary 1, 200Q, contracts awarded or 
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this subparagraph are sUQject to the following 
provisions: 

(a) Nonprofit providers of goods and services to 
the State may retain UP to 5" of earned reserves 
from a contract with the State pursuant to Title 
13-B. section 202. sUQsection I. paragraph U. The 
provider may retain more than this amount with the 
permission of the state ogency for which goods and 
services are provided: 

<Q) Reserves retained under this subparagraph may 
Qe used to meet financial lioQilities. including 
costs incurred in preparation or for the 
fulfillment of the reguirements of the contract or 
for those costs related to existing contracts; 

(c) Pursuont to Title 13-B e section 202, 
subsvctiQn Ie Poragraph V, 011 rvsvrvvs varned 
frQm stotv cQntracts excvvding 5" must bV returned 
to thv Statv within Qne YVar from the date of 
rec§ipL All rese"ves earned under 5' that are 
not used fQr a legitimate purpQs§ yndvr this 
subparagraph must Q~ return§g to thv State within 
4 years Qf th§ rec§ipt Qf thv earnvd rvserve: 

(d) All prQyigers electing to retain earned 
reserv§s unger this subPoragraph may be subject to 
an augit to ensure adhervnce tQ this subparagraph; 
.ang 

(e) If the State intengs to renew a contract with 
a service proviger ang to change in any way the 
prQv~siQns Qf that contract. then th§ State must 
give notice to the proyider a~ leas~ 6 months 
prior to the expiration date of the contract. The 
State must negotiate the contract in goog faith. 
If noticv is not gtven Qy the State within the 
6-month pgriog, thgn thg contract is automatically 
§xtgnggg until good faith negotiations haye 
conclygvg. 

(2) Notwithstanding subparagraph (1), the department 
shall subject a contract to a request-for-proposal 
procedure when necessary to comply with paragraph G. 

Page 3-LR2498(1) 



SUMMARY 
2 

This bill allows nonprofit corporations that contract with 
4 the State to provide goods or services to retain up to 5~ of any 

reserve earned under the contract. The bill allows the provider 
6 to retain more than this amount with permission of the 

contracting state agency. The bill limits the use of the 
8 retained earnings by the corporation to fulfilling the 

requirements of existing state contracts. It requires the State 
10 to provide a service provider with a 6-month notice if it intends 

to renew an existing contract and change in any way the 
12 provisions of the contract. 
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