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Introduction

Nonprofit human services organizations
play a significant and longstanding role in
building and supporting the wellbeing of
New Yorkers, enabling millions of people
to contribute to their communities as
students, parents, neighbors, and workers.
They train and help keep workers in good
jobs, provide early childhood education
and after-school programs, run food
pantries, respond to emergencies and
natural disasters, provide mental health
counseling, support asylum seekers,
shelter people experiencing homelessness,
and care for the elderly, among many
other community services. Government
reliance on the nonprofit human services
sector for a broad range of vital public
services has steadily grown over at least
the past three decades.

Government contracting practices have
created an intolerable situation of extreme
pay disparities and racial and gender
inequities as women of color constitute
52% of this workforce. Many human
services workers, who are the lifeline to
countless New Yorkers, are themselves
economically insecure. This also means
that taxpayer dollars that should be

used to build the economy and better
communities are being used to fund
poverty level wages across New York. It

is time to address the systemic issues
that are deteriorating the foundation of
the human services sector so nonprofits
can provide services more efficiently, with
better results. Like for-profit businesses,
most nonprofits must manage personnel,
accounting, real estate, IT, and other
infrastructure systems to “produce” its
programs. Yet, nonprofits are often treated
as volunteer-only, donations-based
charities. This model is not sustainable.
Nonprofit organizations have program
and infrastructure expenses-—like all

other industries—and cannot continue to
absorb the costs of late payments, finance
charges, or inadequate funding.

The Human Services Council of New

York (HSC), Nonprofit Finance Fund,
Philanthropy New York, and Trinity

Church Wall Street developed a set

of recommendations for the next
Administration to reform the procurement
system and sustain the sector that
provide critical services to New Yorkers.
Government must transform into a reliable
business partner that treats nonprofits as
service experts and important community
stakeholders: engaging with contractors
as equal partners, managing procurement
in a transparent and timely way, and
accepting accountability for inequities.
The sector is experiencing a fiscal crisis,
but with long-term, strategic investment it
can become stronger and more resilient,
helping more New Yorkers to thrive.

Our organizations will solicit more
feedback in the coming months to put
forward a longer transition focusing

on how the priorities of the incoming
Administration align with systems changes
for the sector and how to ensure priorities
shared by the sector and Administration
can be achieved in true partnership.



Immediate Actions

Appoint an Experienced Deputy Mayor for Health & Human Services

The Deputy Mayor for Health and Human Services is a critical role for the sector as they
oversee the City's most critical social and health service agencies, ensuring they run
compassionately and effectively for communities. It is crucial that the appointed Deputy
Mayor has a background in human services programs who can implement citywide
initiatives, coordinate care across various systems, ensure a cohesive agenda by having
all human services agencies under their authority, and coordinate with the Department
of Education. These agencies should at least include the Administration for Children’s
Services (ACS), Department for the Aging (NYC Aging), Department of Health and Mentall
Hygiene (DOHMH), Department of Social Services (DSS), Department of Youth and
Community Development (DYCD), and Mayor’s Office of Criminal Justice (MOCJ).

Pay Outstanding Invoices Now

The City launched the “Clear the Backlog Initiative” which resulted in over $4 billion in
contract actions over a 12-week sprint, with the remaining $7 billion cleared by the end
of calendar year 2023. However, according to Nonprofit, Nonpayment. An Analysis of
Payment Delays for the City’s Human Service Contractors', an April 2025 snapshot of
Procurement and Sourcing Solutions Portal (PASSPort) records indicated 4,000 invoices
worth $861 million were still owed to nonprofits. The City must clear the backlog of
outstanding invoices so that organizations are paid immediately for the services they
already provided before any new programs are implemented or solicitations are released
as organizations continue to face financial instability that threatens the availability of
high-quality services for New Yorkers.

Table 8: Invoices Pending as of April 2025

Invoices Pending for 100 Invoices Pending for 365
Agency Pending Invoices Average Days Pending Days Days

DHS 1,328 82.20 277

-
L

DOHMH 265 60.19 55 3
HPD 50 42.21 1 0
DsSs 292 37.66 26 0
ocy 48 30.42 2 1]
DYCD 1,713 28.58 39 1
DFTA 253 26.46 20 0
ACS 50 24.52 4 1
SBS 5 23.40 0 i}
Total 4,004 49.12 424 7

Source: NYC Comptroller, Brad Lander, 2025
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Memorialize Procurement Process Improvements

The Mayor's Office of Contract Services (MOCS) and the Mayor’s Office for Nonprofit
Services (MONS) have worked together to speed up approval times with a few directives
such as the allowance clause and partial payments on invoices. Although the City has
cleared the backlog of contract actions, MOCS and MONS should formalize the process
improvements and create consistent policies across all contracting agencies so that
another backlog is not created. This work could be supported with the passage of

Int. 1248-B, which would establish an Office of Contract Services with the authority to
coordinate citywide procurement activities for mayoral agencies, including reviewing
contract guidelines and providing training and technical assistance on procurement
matters. With this authority, the Office could oversee human services contracting across
agencies, and can direct the Agency Chief Contracting Officers (ACCOs) and other staff
on standards for Request for Proposal (RFP) timing, contract execution, and budgeting.

Establish Procurement Timeframes

Although the City procures over $12 billion in human services each year, according to the
Nonprofit Finance Fund, 78% of NYC nonprofits receive funding from government and 32%
were paid more than 90 days late? as compared to just 10% of the rest of the country.
This demonstrates that much more needs to be done to improve the timeliness of the
procurement process. The Comptroller has 30 days to register a contract, but contracting
agencies are not mandated by any timeframes. Though Local Law 169 of 2023 required
MOCS to complete a study and issue a report with recommended timeframes for each
step of the procurement process for human services contracts, the report did not fully
address the issues resulting in the delays and did not recommend timeframes that could
prevent the backlogs. The City must work with the human services sector to establish
timeframes and hold the contracting agencies accountable for delayed procurement
processes that result in providers waiting months and sometimes years to be paid for
services provided.

HOW LONG IT TOOK TO RECEIVE PAYMENT FROM GOVT IN FY 2024

gL E—
up 10 30 DAYS LATE [N 9% 16%
31-60 DAYS LATE [ 22% 15%
61-90 DAYS LATE [N 182 12%
more THAN 90 DAYS LATE (GGG 32% 10%

NATIONAL RESPONDENTS

. NYC RESPONDENTS (EXCLUDING NYC)

Source: Nonprofit Finance Fund, 2025
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Publish Key Findings

Although MONS launched ContractStat, a performance management system that
addresses contract registration and payment timelines, it is not publicly available data.

A Better Contract for New York® made the recommendation of publishing procurement
indicators to analyze the metrics regarding timeliness. To provide the public and the
impacted human services contractors with full transparency of the procurement process,
ContractStat data should be publicly available. This includes public access to information
about which agencies have the longest contract delays, which types of contracts are
delayed the most, and the time contracting activities take for each agency.

Fix PASSPort Issues

PASSPort has been a crucial tool in streamlining the government procurement process.
However, not all City agencies, such as the Department of Education (DOE), are required
to use PASSPort. This has created additional administrative burdens and resource
drawbacks for providers expected to navigate multiple procurement systems. Providers
also report remaining issues with the system such as not being able to work on multiple
proposals simultaneously as organizations apply for multiple competition areas and
technical glitches in uploading documents. Providers should also be able to submit
invoices while budget modifications are pending. MOCS and MONS should collect
feedback on a regular basis from the sector on PASSPort pain points that impact the
procurement process. It is also imperative that the new Administration work to improve
PASSPort, rather than attempt to create a new system.

Allow Indirect Costs

The City developed the Indirect Cost Rate Initiative (ICR) to allow providers to have
individualized indirect cost rates that are funded on contracts. The ICR allows providers
to spend crucial dollars on supporting the full organization such as upgrading IT for
both remote service delivery and cybersecurity, supporting time spent complying with
government requests, and cleaning and maintenance. However, contracting agencies
ask providers to submit proposals during the RFP process with indirect costs based

on the 10% de minimis rate with remaining funds added at a later date. Indirect costs
should be removed from the RFP process so providers can compete on the program and
get their full ICR reimbursed after awards. Once a provider has an approved rate, they
should be able to claim the amount of that rate regardless of any accruals or unspent
funds; indirect costs are often fixed and trying to maintain a percentage rather than
an allowable amount means providers lose money on the contract. ICR delays are a
significant problem because the city’s contract and payment processes, especially the
need for contract amendments and the large volume of late registrations, hinder the
timely flow of funds to providers.

3 NYC Comptroller Brad Lander, 2022



Continue Funding a Multi-year Cost-of-Living Adjustment (COLA)

In the FY25 City budget, we secured a historic $741 million investment that provided a

3% COLA to City-contracted nonprofit human services workers from FY25-FY27. Because
of this 3-year investment, human services workers were able to count on their wages
keeping up with inflation and organizations were able to better budget increases for
their staff. It is critical that the next Administration commits to another multi-year COLA
agreement as human services organizations continue to experience a system where
there is no money to holistically raise wages across all staff lines without increased
funding. Though COLAs are meant to help wages keep up with inflation in the short-term,
we also need systemic policies to achieve true equitable wages in the long-term. The
new Administration could guarantee human services workers receive fairer wages by
committing to tie human services COLAs to union negotiations, so that contracts rise with
other similar jobs the City relies on.

Support Wage Equity

Current government contracts have resulted in the human services workforce being
some of the lowest paid workers in New York’s economy. Even with the same title and job
responsibilities, contracted human services workers make 30% less than their government
counterparts. Although in FY25, the City invested in a 3-year cost-of-living adjustment
(COLA) for contracted human services workers, this only helps the salaries of workers
keep up with inflation. There must be system policies to ensure that salaries increase in
the long-term such as supporting wage equity legislation. Human services workers should
have equitable compensation in line with comparable civil service positions, considering
education, experience, and relevant COLAs. Before awarding or renewing contracts,
agencies should certify that the budget templates guarantee each worker will receive the
required wage and that sufficient funding is included. This will reinforce a commitment to
fair compensation and accountability in the sector.

MEDIAN PAY FOR FULL-TIME CORE HUMAN SERVICES WORKERS
SIGNIFICANTLY LAGS MEDIAN PAY FOR ALL NYC PUBLIC SECTOR
AND ALL PRIVATE SECTOR WORKERS AT NEARLY ALL EDUCATION
ATTAINMENT LEVELS
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Medium-Term Actions

Elicit Feedback and Encourage Innovation

Programs that work well require effective partnerships among the public sector, private
funders, and human services providers. Human services providers with decades of
experience would be instrumental in designing and implementing programs that

more effectively serve New Yorkers and should be involved at the outset of program
planning. To develop effective programs that maximize human potential and ensure
wellbeing, government and philanthropies should start by convening a diverse group of
stakeholders to assess need, evaluate the efficacy of existing initiatives and promising
practices, and agree on a set of goals and a model to achieve them. Collaborations
between government, nonprofit organizations, researchers, and private funders would
create an environment in which pragmatic reform efforts can be proposed, evaluated,
and developed.

Require a Concept Paper

Before a solicitation is released and programs are developed, contracting agencies
should be required to publish a concept paper. A concept paper is a way agencies

can collect feedback from potential contractors on key issues such as service gaps

in underserved populations and programmatic design, fiscal viability of the existing
program, and appropriate program metrics. Both the City and State have procurement
systems that identify prequalified vendors—vendors approved to do business in certain
service areas—and should invite all those providers to submit commments and ideas as a
concept paper moves from design to confirmed. Engaging nonprofits on the “front end”
in government-nonprofit-philanthropic collaborations will ensure that the programs they
ultimately administer are workable and effective for the individuals they are intended to
help. This process should also be applied to the development of new programs, not just
to appraise existing ones. While programs are underway, feedback should be regularly
elicited from the selected provider(s) concerning what is working and what is not to
shape future iterations. Bringing partners together would be the first step in fixing a costly
and wasteful system that more often merely ameliorates social issues rather than curing
them.

Include a Sample Budget in Solicitations

Human services providers compete for RFPs that contain scopes of work proposed by
government that are typically developed without a market survey of costs or input from
service providers. This results in RFPs that do not cover the real cost of services and
inadequate compensation for a highly educated workforce, which are all essential to
implement a high-quality program. Agencies should design model budgets for RFPs
that are developed with a market research survey to justify the cost allocations put
forward in the creation of rates or overall budgets offered on human services programs.
Additionally, if the RFP did not reflect market research, the agency should have to defend
why crucial services and equitable wages were not fully funded. Forcing transparency



in average costs versus proposed funding would help move procurements away from

a place of scarcity where government budgets are balanced on the backs of nonprofits
and frontline workers. 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.

Pay the Full Cost of Services

Government contracts rarely cover the true costs of programs and with the increased
expenses in providing additional services, especially with the current political climate, and
constant delays for government reimbursement, human services nonprofits face cash
flow problems in addition to chronic underfunding. According to the Nonprofit Finance
Fund, more than 80% of NYC nonprofits reported challenges raising funds that cover full
costs and achieving long-term financial sustainability in 2024. This has been a nagging
and significant issue as most human services contract reimbursement rates have

not been adjusted to reflect rising costs in New York, leaving budget holes that private
philanthropy cannot fill. As underfunded government payment rates are the primary
driver of financial distress, the City must recognize the true costs of operating human
services programs.

One-guarter {24%) of NYC respondents had one month or less of cash
on hand. While 53% reported having reserve funds separate from
operating cash on hand, this is a lower percentage than nonprofits
nationally, where two-thirds [(66%) reported having reserve funds.

MONTHS OF CASH ON HAND

<1101 monTH of casH [ 24%: 18%
2months of casH RN 11% 14%
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Source: Nonprofit Finance Fund, 2025
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Require Cost Escalators in Contracts

Most contracts have not been adjusted for rising costs throughout their contract

terms. You can potentially be working with the same amount of funding for 5 to 7 years
even though COLA increases, especially with inflation. Human services providers are

not immunized against rent increases and spiraling health insurance premiums, but
automatic contract renewals do not compensate for them, for compliance with unfunded
mandates, or for any other increased expense. Contracts with government agencies
therefore become more unaffordable every year and rarely can be properly amended
or surrendered for relief to the organization. Contract renewals must accommodate cost
escalations, including costs associated with legislative and policy changes. If a contract
is premised on specific costs that increase during the contract term, then subsequent
renewals must either accommodate the increased expense, or permit surrender of the
contract. Underfunded nonprofits cannot be expected to make up the difference.

Release Solicitations in a Timely Manner

The City has an increased use of Negotiated Acquisition Extensions (NAE), which can

be a temporary solution until new contracts are procured. However, the overreliance

on NAEs could result in providers locked into old contract terms and rates and prevents
opportunities for new providers to provide innovative programs. For instance, the
Department of Youth and Community Development has recently released the COMPASS
RFPs, which have not been reprocured for 12 years, leaving contractors with severely
underfunded contracts. The City must release solicitations in a timely manner with the
input of providers and community stakeholders to better serve community needs.
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Long-Term Actions

Incentive Program for Human Services Nonprofits

Government has transferred most legally mandated human services for New Yorkers to
the nonprofit sector to save on costs. Nonprofits are not just more cost-effective but also
deliver higher quality services than government can alone, by combining government
and private resources and being more agile and able to adapt to community needs. A
substantial portion of unspent funds are not unused but are instead delayed payments
to organizations. The City should allow providers to keep surplus funds at the end of the
fiscal year as an incentive, to reinvest their cost savings into enhancing their programs
and delivering better services to communities, while still fulfilling their contractual
obligations.

Strengthen Emergency Procurement for Human Services

Human services organizations are the first and last responders to both large-scale
crises and everyday emergencies in NYC. They often front the bulk of the costs, labor,
and strategies for meeting these serious needs without support from existing contracts
or other forms of potential partnership with government. This means that they serve

the most complicated of immediate and long-term needs without the same resources,
data, or other capabilities of government. More must be done to include human services
in disaster planning and set aside resources in emergency reserves so that the sector
can respond to community needs in real time. The City should implement the NYC
Comptroller’s “Rethinking Emergency Procurement” roadmap?® to eliminate emergency
procurement delays, explore umbrella agreements, and more. Pre-qualified vendor lists
and pre-crisis contracts/MOUs/other agreements for emergency procurement with
human services nonprofits should be established. As we experienced with the pandemic,
the City should formalize flexible deliverables and budgets for City contracts with human
services organizations during emergency declarations.

5 NYC Comptroller Brad Lander, 2023
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