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Testimony by Homeless Services United

On behalf of Homeless Services (HSU), | would like to thank the Commission for this
opportunity to submit testimony. My name is Kristin Miller, and | am the Executive Director of
Homeless Services United. Homeless Services United (HSU) is a coalition representing over 50
mission-driven, non-profit homeless service providers in New York City. HSU advocates for the
expansion of affordable housing and prevention services and for immediate access to safe,
decent, emergency and transitional housing, outreach and drop-in services for homeless New
Yorkers. Homeless Services United promotes effective solutions to end the crisis of
homelessness in New York City. On behalf of our members, their dedicated employers and the
tens of thousands of New York residents we serve, we are pleased to submit testimony today to
discuss issues around payment to homeless shelters and homeless service providers and to
promote deeply affordable housing development across New York City.

Addressing Chronic and Pervasive Late Payment Issues Troubling Nonprofits

To provide a full understanding of the issues our members face, HSU worked with a sample of
twelve DHS-contracted providers to assess the magnitude of outstanding budget actions. Out of
this sample group, these 12 providers have over $170,000,000 in outstanding budget
actions from FY19 to FY25. Some providers have stopped bidding on new DHS contracts
because the risk of doing further business with the City is simply too high. Other providers are
now on a timeline for insolvency, for some, as soon as 2 months.

Providers routinely experience delayed contract registration, delayed approvals for budget
modifications and invoices for review, and repeated requests for supporting documentation, only
for there to be continued delays once submitting requested documentation.

The lack of dependability and consistency when it comes to payments, puts our members, and
many more organizations, at risk. It makes it difficult to pay staff, vendors, and run programs for
clients. Organizations are often forced to take out lines of credit just to address cash flow
issues, only to then have to pay interest, which is currently not reimbursed by the city. Providers,
who often contract with MWBEs for services, struggle to pay these vendors, which ends up
forcing the MWBE vendors to take out loans themselves.

Finally, the funding policies of the new federal administration has created much uncertainty for
non-profit providers here in NYC. Between proposed federal funding freezes and federal staff
firings, many providers are concerned over the reliability of funds from the federal government.
Most recently, the administration has proposed cutting the staff at Department of Housing and
Urban Development (HUD) by 50%. We know that reducing staff and administrative resources
at HUD will have dire results, including the closure of programs that serve people experiencing
homelessness, and the potential reduction of permanent affordable and supportive housing.

New York City’s procurement options are defined in the first instance by state law. Within the
state framework, the Charter establishes the basic structure of the City’s procurement process,
including the methods that agencies can use to make procurements. We believe that the
Charter Revision Process is a crucial opportunity to tackle these pervasive late payment issues
threatening the solvency of nonprofit homeless shelters and homeless service providers.
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Recommendations 1-3: Contract Registration

Recommendation 1: Limiting work without a registered contract.

The Charter should mandate a PPB rulemaking prohibiting contracting agencies from asking
any vendor to perform any services without a registered contract. Late contracts and late
payments increase costs for nonprofits because they must spend time and money chasing the
dollars they are owed and shifting resources to fill temporary gaps. A registered contract is a
necessary assurance that they will be compensated as agreed upon.

Recommendation 2: Automatic contract registration for existing vendors.

The Charter should mandate the PPB to make a rule that would automatically require agencies
to process extension contracts for their existing vendors. This rule could be triggered whenever
agencies are unable to begin processing new RFP awards at least six months prior to the end of
the existing contract.

Recommendation 3: Establishing time limits for emergency contracts.

The Charter should limit the extended use of emergency contracting, which is often expensive,
by requiring the mayor and the comptroller to renew their joint determination that emergency
procurement remains appropriate, after such a contract has been in place for two years.

Recommendations 4-6: Timely Payments

Recommendation 4: Interest on Late Payments.

As mentioned above, many of our members take out lines of credit to alleviate cash flow issues.
However, the interest payments on loans are not reimbursable, except in rare cases, so
nonprofits must make these payments from reserves already stretched to the breaking point.
This also assumes that an organization can find a willing lender or has not already maxed out
their borrowing options.

We recommend amending the Charter so that nonprofits can collect interest when the City pays
late. Ideally, no contracts should ever start before payments are made, but nonprofits should not
bear the cost of any late payments. Current policies around interest payments do not work —
providers are almost never granted interest for late payments. As a result, the City is starting to
lose the network of providers it is relying on because of its inability to get payments out on time.
Therefore, we recommend that Section 332 include a requirement that the City is responsible
for interest on late payments, including late payments due to late contract registration. This
could be implemented by requiring appropriations for interest on late payments to be included in
agency contract budgeting. If the agencies do not spend the allocated reserves, the money
could be spent to support other agency initiatives such as PEGs, which would incentivize
agencies to pay invoices on time.

Recommendation 5: Addressing the timeliness of invoice payments.

Mandate the Procurement Policy Board (PPB) to establish rules that require City agencies to
pay (very soon after receipt) a minimum percentage for each invoice from a human services
contractor in good standing (which should be clearly defined in the rules by the PPB). Agencies
could then resolve the disputed portions of invoices within a longer mandated timeframe without
putting the fiscal stability of their nonprofit partners at risk.

Recommendation 6: Mandating prompt procurement timeframes.
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The City Charter creates a timeframe for the comptroller to register a contract within 30 days
and we believe that Chapter 13, Section 311 should be amended to require the Procurement
Policy Board (PPB) to set contracting timelines for each step of the procurement process and
regularly report on the compliance of the contracting agencies. There are many steps from the
announcement of the award to registration, and with the data acquired through PASSPort, there
must be mandated timeframes to hold the contracting agencies accountable for the delayed
procurement processes resulting in human services providers waiting months and sometimes
years to be paid for the services provided.

Recommendations 7-9: Other Changes

Recommendation 7: Elevating the oversight and accountability role of MOCS.

The Charter should establish a mandate describing the specific responsibilities of the Mayor’s
Office of Contract Services (MOCS), similar to those already in place for other critical Mayoral
functions, such as the Office of Management and Budget and the Office of Operations. It is
crucial for MOCS to have charter authority to ensure city agencies meet contracting deadlines
and be able to improve procurement processes across programmatic agencies. Many of the
payment issues our members face, are a result of inconsistent payment policies across
agencies. MOCS should have charter authority not just over procurement, but invoicing and
payment, to ensure consistent policies. This could be accomplished by establishing an office in
the Executive Office of the Mayor that has the authority to take actions needed to ensure that
agencies comply with contract laws and regulations, invoicing, and payment. The Office should
also have the power to survey each agency, furnish data and information, and answer inquiries
pertinent to the exercise of any of the director’s duties regarding procurement related matters

Recommendation 8: Standardizing the contracting, invoicing, and auditing process.
MOCS should be mandated to ensure consistent policies across agencies to make the
contracting, invoicing, and auditing process is standardized, with reasonable deviations, across
each agency. Agencies should have some discretion in the documentation needs but a uniform
process that only slightly deviates from agency to agency would allow nonprofits to better
navigate the system.

Recommendation 9: Data transparency on contract registration and payment processing.
Performance data on contract registration and payment processing should be collected and
reviewed by the Mayor’s Office of Contracts. This data should be made publicly available via the
Mayor’s Management Report. In addition, the Charter should provide for the PPB and City
Council to review this information and seek remedies.

Funding the Human Services Sector

The nonprofit sector has struggled for decades with how competitive procurements impact the
systemic underfunding of programs to the detriment of the financial health of nonprofits. While
the Charter is not a document structured to set rates, there are ways that the Charter could
manage procurements to better ensure equitable rates. Nonprofits provide a myriad of services
on behalf of the government — many of them mandated — and the sector leverages private and
philanthropic dollars and funding from the City, State, and federal government to create dynamic
programs at a discount to the City.
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Additionally, we must pay special attention to the workforce who makes this all possible. We
must ensure that nonprofit service providers are funded at levels that support fair and equitable
wages for the dedicated human service workers who carry out this vital work. The well-trained,
talented, and committed nonprofit workforce should not be forced into poverty due to chronic
underfunding of City contracts.

Recommendation 10: Amending the PPB principles.

The underfunding of human services contracts is the most pressing issue impacting the sector.
The PPB should be the body to address this issue. Charter section 311, sets out principles for
the PPB and should be amended to include language requiring that procurements reimburse
providers for reasonable costs by adding language to Section 311.d “(iv) rules requiring all
agencies to reimburse nonprofit client services providers for at least the reasonable cost of
providing the contracted services.”

Recommendation 11: Addressing underfunded contracts with sample budgets.

Human services providers compete for contracts that contain scopes of work proposed by
government that are typically developed without a market survey of costs or input from
providers. This results in contracts that do not cover the actual cost of services and provide
inadequate compensation for a highly educated workforce essential to implementing a high-
quality program. Chapter 13 of the Charter instructs the City on the procurement process, the
City should include a rationalization, through a sample budget, for the rates set forth in the RFP.
Chapter 13 of the Charter should include language that “Prior to issuing an invitation for bids,
requests for proposals, or other solicitations that set forth proposed rates, the agency shall
undertake an analysis of the costs associated with performing the service, including employee
costs, and include the analysis as a sample budget in the bid or request for proposal
documents.”

Recommendation 12: Surveying contract vendors to develop RFPs.

New York City outsources the bulk of human services programs to nonprofit vendors, and many
of these providers compete for contracts for programs in which they have previously held
contracts at the City level, as well as from other levels of government and private funders. When
the City develops a request for proposal for a set of contracts that are expiring or developing a
new RFP that is substantially similar to existing contracts, the City should survey current
vendors to receive information on rates, deliverables, and outcome measurements. Current
contractors hold vital information on the real costs of running programs, what works and what
does not in the current program design, and what deliverables are being met and move towards
the outcomes the City seeks when designing a program. Providers can also make
recommendations on updated program models that better reflect current needs of client
population.The City charter should include in Section 312 language requiring City agencies to
survey current vendors, or vendors who hold substantially similar contracts, when creating a bid
or request for proposal.

In the event the RFP does not reflect market research, the agency should have to defend why
crucial services and equitable wages were not fully funded. The rate setting methodology should
be transparent to the public especially for per-client or per-service rates and should document
the components and calculation of the rate.
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Recommendation 13: Require Human Service contracts to be funded at the True Cost of
Living

In Section 16 of the Charter, the mayor must report on social indicators and equity including
“budgetary resources allocated to reduce poverty.” The city’s current under-resourcing of human
services contracts is poverty-inducing; not poverty reducing. We respectfully submit that the
Charter should require human services contracts to be funded at a true cost of living, and such
funding be reported annually. To further this goal, we suggest amending Charter Section 2-04 to
require multi-term client services contracts include annual wage escalators that maintain
contract wages at a true cost of living.

Thank you for your time and attention to this matter. If you have any questions, please contact
me at kmiller@hsunited.org.
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