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I. INTRODUCTION 


On June 21, 2018 the Committee on Contracts, chaired by Council Member Justin Brannan, and the Committee on General Welfare, chaired by Council Member Stephen Levin will hold an oversight hearing on Model Budget for Human Services Contractors. Those invited to testify include representatives from the Mayor’s Office of Contract Services (“MOCS”), the Administration for Children’s Services (ACS), the Department of Homeless Services (DHS), nonprofit service providers, and members of the public. 

II. BACKGROUND 
The Mayor’s Office of Contract Services (“MOCS”) defines human services as “a class of services that is provided directly to third party clients,” typically by vendors who are nonprofit organizations.
 Nonprofit human services organizations play an important role in building and supporting the well-being of New Yorkers.
 In Fiscal Year 2017 (FY17), the City procured $6.1 billion in human service contracts, accounting for 31% of the City’s total contracting budget.
 
Nonprofit human services organizations administer services to an estimated 2.5 million New Yorkers annually, providing job training and placement, early childhood education and afterschool programming, community health services, and senior services.
 Other than the vital services the sector provides, it also remains one of the largest employers in the City, accounting for nearly 40% of all jobs in the Bronx, a third of employment in Brooklyn and Staten Island, and 22% of all jobs in Queens in 2012.
 Notably, the vast majority of those employed by the human services sector are women and people of color
, women representing four out of every five workers.

While the City and agencies contract with nonprofits to address many of the same social issues and to serve vulnerable populations, the ongoing financial difficulties faced by these organizations is a growing concern. In 2016, SeaChange Capital Partners (“SeaChange”), a New York-based merchant bank serving the nonprofit sector, analyzed the financial risks of the nonprofit sector and ways to mitigate them. According to the report, more than 10% of nonprofits are insolvent (where their liabilities exceed their assets), 18% of which are nonprofits that provide health and human services.
 As more than one-third of nonprofits surveyed receive more than 90% of their funding from the government in the form of contracts or grants, inefficiencies in the City’s procurement process pose challenges to the solvency of these organizations.
  
In April of 2016, the Committee on Contracts held an oversight hearing which detailed the critical challenges human service providers experience and the significant harms imposed on the industry. These challenges include, but are not limited to, late registration of contracts, late payments, retroactive contracts, and salary parity. As a result, some nonprofits routinely take out lines of credit with private lenders in order to meet critical operating expenses, as they await government disbursement of funds.

In response to the growing concerns faced by the nonprofit sector, the City has made several improvements through a number of initiatives, including the creation of the Health and Human Services (“HHS”) Accelerator,
 the Returnable Grant Fund,
 and several process-related policy changes,
 which the administration implemented through input from the Nonprofit Resiliency Committee.
 More recently, agencies have sought to create model budgets to streamline the contracting process with nonprofit service providers. 

III. MODEL BUDGETING 
The adopted budget of Fiscal Year 2018 (“FY18”) included $22.7 million to support the model budget process to address “salary disparities for preventative services, senior centers, services for runaway homeless youth, and adult protective services” with plans for additional model budget processes for the following two years.
 According to the Human Services Council, the model budget process provided the City the opportunity to “adjust its human services payment rates to cover real costs and address the disparity between the salaries of City employees and those of nonprofit employees who work on City contracts, which made nonprofit recruitment and retention difficult.”
 In the adopted FY18 budget, the City allocated $1.6 million for a model budget process for Adult Protective Services, procured by the Department for the  Aging (“DFTA”), $10 million for prevention services, procured by the Administration for Children’s Services (“ACS”), $1.1 million for runaway and homeless youth, procured by the Department of Youth and Child Development (“DYCD”), and an additional $10 million for Senior Centers procured by DFTA.

IV. ADMINISTRATION FOR CHILDREN’S SERVICES MODEL BUDGETING PROCESS

Recognizing the fiscal challenges facing nonprofits delivering child welfare services, the City budget for FY18 included $26.3 million in increased funding for preventive services at ACS to develop a quality model budget to assist providers in raising salaries; retaining staff; strengthening training, supervision and quality assurance; and improving the delivery of services to children and families.
 
The first phase of the budget process included providing additional funding to providers for conference facilitators, training, and a cost-of-living adjustment (“COLA”) wage increase.
 During this process, ACS communicated information primarily via email, and asked providers to create their own revised budgets for three fiscal years.
 At that time, the lack of communication and engagement led to significant delays in distributing funding.
 For the second phase, ACS took lessons learned from the first phase to create a more transparent and collaborative process to ensure providers get access to funding as efficiently as possible using the remaining funding.

Last spring, ACS began a model contract review process, in close collaboration with many preventive providers, to assess where additional resources were needed.
 ACS, in partnership with Council of Family and Child Caring Agencies (“COFCCA”), convened a steering committee of leadership from a cross-section of provider agencies to develop budget enhancements and a process that would meet the needs of a diverse network of providers.
 The steering committee included eight provider agencies and held four “working meetings.”
 ACS also conducted six focus groups with over ninety prevention staff at all levels, conducted a three month listening tour, and completed extensive research and data analysis to help inform the resulting enhancements.
 The steering committee identified the following challenges: service utilization; staff turnover; waitlists for referrals into prevention services; and a high volume of cases being referred to prevention services from ACS.

ACS announced the model budget components in January of this year. At the Council’s May Executive Budget hearing, ACS Commissioner David Hansell testified that ACS expects to complete the final stages of amending provider contracts to implement the enhancements by the end of this current fiscal year.
 During this process, ACS has held workshops to answer provider questions and provide technical assistance.

The model budget enhancements included the following:

· funding to reduce the supervisor to case planner ratio to 1:4 across all programs;

· funding to hire case or parent aides at a salary of up to $36,000;

· funding to hire one designated quality assurance staff person at a salary of up to $58,000; and 
· funding for salary increases.
V. ISSUES & CONCERNS 

While it seems that ACS’s multi-staged model budget process has improved processing times for payments to many of its contractors, the same does not appear to be true for several other agencies participating in model budgeting. Contractors from across the human services sector continue to lament the late payments and lack of engagement with them in the model budgeting process.
 Contractors complain about ongoing operational deficits from delayed or non-existent payments from city agencies,
 with agencies in some cases submitting over 90% of their contract payments late.
 

Additionally, where these agencies have engaged human services contractors in model budgeting to date, there has been poor direction from agency staff as to how to respond to model budgeting template feedback forms.
 Human Services providers complain that without guidance on what templates need to be changed and what options are available, the process of developing the model budget can drag on indefinitely.
 In the meantime these providers are faced with boilerplate language from prior contracts when it comes time to renew, and model budgets get delayed even longer.
 While this may not present an insurmountable problem on its own, the agencies have begun including any COLA increases along with the proposed model budget increases, which means that as long as the model budget is delayed, the COLAs for contractor staff and operations will be further delayed from reaching those providers.

When taken together, these issues highlight many of the ongoing logistical problems impacting the solvency of Human Services providers, and how the model budget process may be creating additional problems for the organizations providing these critical social services. 
VI. CONCLUSION
At today’s hearing, the Committees seek to explore the reasons for the City’s inability to meet its contractual obligations to Human Services providers, how the City plans to resolve a myriad of issues that providers face while struggling to manage their budgets, and to learn from best practices demonstrated in ACS’s model budgeting process in order to set a standard across all City model budget contracts. The Committees look forward to discussing these issues with the Administration and human services advocates, and hope to glean some solutions to improving the experience of contractors in the human services sector.
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