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My name is Victoria Leahy, and | am the Director of Policy and Planning at Homeless
Services United (HSU). HSU is a coalition representing over 55 mission-driven,
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.

For 2 years, HSU has been advocating to get our members paid for the work they do.
We appreciate the recent improved cash flow our organization has received with DHS’s
FY26 advances. However, providers still have months of catch-up in pending budget,
budget updates, and invoice approvals that are prohibiting them from being reimbursed
for the services they have already performed. To illustrate this point, HSU sampled
some of our DHS-contracted members to assess the outstanding budget actions. These
22 members have over $152 million in outstanding budget actions from FY18 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. This comes at a time when the
demand for shelter in NYC doubled in just two years, and vulnerability to homelessness
is increasing due to federal cuts.

The lack of normalcy when it comes to payments puts 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 relieve cash flow issues, only to then have to pay
interest. To date, our members have paid over a million dollars in interest on loans they
took out while awaiting payment.

Nonprofits typically make requests to add money to their total contract amount due to
new expenses they must incur throughout a contract year to operate their programs or
shelters. Often these are for increased Indirect Cost Rates (ICRs) - which includes the
non-line-item costs associated with running an organization such as payroll fees, and
for WEIs, COLAs, insurance costs and prevailing wages. Once DHS and then OMB
approve these additional costs for the total contract, the expenses must be added to the
individual contract line items in order to invoice against these expenses. This is the
FCCR process, which leads to a POCR. Only when the POCR has been approved can
an organization invoice for these expenses. Until then, these City-approved additions to
a contract sit in limbo even though the nonprofit has expended these costs.



In our jargon, the overall approved budget items are "below the line", and the detailed
line-item additions are "above the line". The FCCR is the mechanism to move approved
expenses from below line to above line and thus make them invoiceable. For example,
one of our members has 15 contracts with DHS, each having below-line items they want
to move for a total of $9 million. They worked for 4 months to get just 3 FCCR's
approved. This is an extremely long process for our members who cannot afford to have
$9m expended but not invoiceable as it sits in limbo.

Last year, we made an incredible headway when the City Council passed Int. 1392 (now
Local Law 11-2026), which codifies a predictable and regular payment schedule that is
essential to protecting nonprofit shelter providers. We thank the Citty Council for their
partnership in this effort. We are excited for the new schedule to take effect starting
FY28. However, what remains to be addressed is the backlog of outstanding payments.
To accomplish this, we recommend the following:

e Implement a bifurcated response to cleaning up the backlog of payments that
date back to FY20 while maintaining a consistent payment schedule for FY26
and future fiscal years.

e Maintain an adequate staff size in government agency procurement, budget,
program departments and MOCS to keep contract registration and issue
payments timely.

e Establish performance metrics for city agencies on contract registration and
payment timeliness that goes above and beyond what is tracked in PASSPort,
holding all parties accountable.

e Develop contingency plans to maintain services during federal funding
uncertainties, particularly given proposed cuts to federal homeless services
funding.

¢ Invest in technological enhancements in PASSPort so the system

Finally, we must move to establishing parity in shelter budgets. For the first time in
years, the Preliminary Budget makes a more accurate projection of spending on
homeless shelters. The Preliminary Budget added $586 million this year and roughly $1
billion in the following years for shelter costs. However, what remains true is that there is
a lack of parity across shelter budgets. This imbalance creates significant differences in
the level and quality of programming an organization may be able to provide to their
clients. New Yorkers experiencing homelessness deserve the same standard of care,
regardless of which organization runs the shelter.

In the interest of creating and maintaining high quality facilities and programming at
homeless shelters, strong investment must be made in service providers. This manifests
as improving the conditions of shelter buildings as well as paying human service
workers a living wage. As reported by the Human Services Council, nonprofit workers
are paid 30% less than government employees with the same titles. New Yorkers who



dedicate their careers to serving their neighbors should not be subjected to government-
sanctioned poverty wages.

Enhanced shelter standards can also be accomplished through parity in provider
contracts. As the cost of living rises throughout the city, state, and country, contracts
must rise to match these prices or else leave providers at the risk of footing the cost.
Contract standards must be edited to reflect this reality and give providers the resources
needed to meet their clients’ needs. This will give all providers an equal ability to meet
programming and staff needs and provide the best care possible.

One large step towards establishing parity in shelter contracts would be by passing Int.
452-2026. We are so glad the City Council sees the value and understands the hard
work that the thousands of staff at our member organizations provide to New Yorkers
experiencing homelessness. We unequivocally believe that they deserve beyond a
prevailing wage, and this legislation takes a great step in achieving this. We know that
contract-mandated poverty wages are a crucial issue in any organization’s ability to
recruit and retain staff. In a survey of HSU’s Adult Shelter Providers, we found that the
biggest reason for staff vacancies was because of salary. When organizations lose staff,
client-staff ratios increase, and teams get stretched too thin. Ending the crisis of
homelessness in NYC requires a steady, consistent, highly trained workforce and
establishing prevailing wages for these teams will get us there.

The work of shelter staff and street outreach teams genuinely saves lives. They are
more than deserving a prevailing wage.

We look forward to working with the City Council to ensure that this year’s budget
delivers for all New Yorkers. If you have any additional questions, please contact me at
vleahy@hsunited.org.
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