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Topics
• Introduction to the Best Practices Task Force sponsored by
the National Council of Nonprofits
• Review of the Urban Institute’s results from their 2013
National Survey of Nonprofit Government Contracting and
Grants
• Review of “Common Sense Solutions” – 16 recommendations
for contracts and grantmaking
• Comments on the OMB Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for
Federal Awards
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Best Practices Task Force
New York

Fran Barrett, InterAgency Coordinator for Not-for-Profits Services, New York Governor’s Office

Maryland

Henry Bogdan, Managing Director, Public Policy and Advocacy, Maryland Nonprofits

North Carolina

Walter Davenport, Consultant/Corporate Director, Walter C. Davenport, CPA and Treasurer, Board of Directors,
North Carolina Center for Nonprofits

Wisconsin

Susan Dreyfus, President & CEO, Alliance for Children and Families

Illinois

Matthew Hammoudeh, Assistant Secretary of Operations, Illinois Department of Human Services

Virginia

John (Jack) Jackson, Senior Vice President for Finance/CFO, Catholic Charities USA

Washington

Tracy Kahlo, Executive Director, PAVE, Partnerships for Action, Voices for Empowerment

Arizona

Maggie McConnell, Assistant General Counsel for Business Services, Maricopa County Community College District

Minnesota

Naomi Munzner, Director, Office of Grants Management, Minnesota Department of Administrative Services

Florida

Walter Sachs, Inspector General, Florida Department of Management Services

Massachusetts

Michael Weekes, President & CEO, Providers' Council

It is a Big Deal
• Government agencies entered into
approximately 350,000 contracts and grants
with about 56,000 nonprofit organizations;
• On average, nonprofits have six contracts
and/or grants per organization; the median is
three; and,
• Governments paid $137 billion to nonprofit
organizations for services. $81 billion of this
amount went to 30,000 nonprofits delivering
human services.
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Is it a Contract or a Grant?

Urban Institute Study (2009/2012)
Problem Areas
• Not paying the full costs incurred in delivering contracted
services;
• Failing to pay on time;

• Changing contract terms mid-stream after agreements were
signed;
• Costly and burdensome contract application requirements;
and
• Costly and burdensome contract reporting requirements.
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2009 Results

2012 Results
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2012 Nationwide Results

2012 Florida/Nationwide Results
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Comparing the 2009 and 2012 Results
Good News

Bad News

More likely to see the relative
percentage of funding from local and
state governments and fees for service
increase or remain the same.

Contract and grant revenue from federal
government sources decreased.

Significantly fewer were forced to
reduce staff benefits and reduce the
number of people served.

Significantly more were forced to freeze
or reduce employee salaries, draw on
reserves, and close offices or programs
sites.

From the White Paper: “Toward Common Sense Contracting - What Taxpayers Deserve”

Collaborative Problem Solving
1. Government-Nonprofit Task Forces
Policymakers who want to reduce the cost of
government, improve services provided to
constituents, and return greater value to taxpayers
should consider creating a joint governmentnonprofit task force to develop and implement
recommendations to reform contracting practices
and procedures.
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Collaborative Problem Solving
2. Nonprofit Liaison
Governors, Mayors, and other executive branch
officials should appoint high-level Nonprofit
Liaisons to oversee and promote efforts of the
government and nonprofits to work together on
policy issues that threaten the sustainability of
charitable nonprofits on which governments rely to
provide basic services to constituents.

Accountability for Full and Prompt Payments
3. Payment of Indirect Costs Incurred
Governments at all levels must reimburse nonprofit organizations for
the full indirect costs that the nonprofits legitimately incur in
delivering contracted services. Paying indirect costs will ensure that
taxpayer dollars are invested to achieve the greatest impact, because
research proves that the most efficient and effective charitable
nonprofits are those that invest in accountability, technology, and
other necessary infrastructure items that are considered “indirect
costs.” Federal, state, and local governments should reimburse
nonprofits for indirect costs, regardless of whether the nonprofit is a
prime contractor/grantee or subrecipient, or from where funds
originate.
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Accountability for Full and Prompt Payments
4. Joint Training Programs
Governments and their nonprofit contractors
and grantees should conduct joint training
programs designed to promote common
understandings, collective problem solving, and
mutual respect.

Accountability for Full and Prompt Payments
5. Clear and Consistent Definitions*
Governments should provide and apply clear and consistent definitions
of administrative costs, indirect costs, and overhead.
*35% of human services nonprofits report working
with funding from four or more government agencies

6. Repeal of Arbitrary Caps on Indirect Costs
Legislatures should repeal existing language in statutes that set
arbitrary caps on legitimate indirect costs. Legislatures should also stop
creating new caps, and instead provide clear guidance to government
officials in support of sustainable reimbursement rates.
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Accountability for Full and Prompt Payments

7. Public Accountability through Disclosure of
Indirect Cost Reimbursements
Governments at all levels should publicly
disclose for each program how much they pay in
indirect costs.
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Statutory Limits
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Accountability for Full and Prompt Payments
8. Prompt Payment Laws
Governors and legislatures should ensure that state and local
governments pay their bills on time. State laws requiring prompt
payment, backed by a statutory substantial late-payment interest
penalty, must be enacted and must be enforced. Legislatures should
extend state prompt payment laws to local governments to ensure
that the state and its political subdivisions all honor their written
commitments and treat nonprofit contractors and grantees fairly.
s. 215.422, Florida Statutes
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Accountability for Full and Prompt Payments
9. Prompt Contracting Laws
Governors and legislatures should ensure that services
provided on behalf of state and local governments are
performed pursuant to written agreements that are
signed prior to commencement of work. State laws
requiring prompt contracting, backed by a statutory
substantial late-contracting interest penalty, must be
enacted and must be enforced.
s. 287.058, Florida Statutes

Accountability for Full and Prompt Payments

10. Public Disclosure of Government Accountability
Governments at all levels should establish
disclosure mechanisms that inform the public on
the timeliness of payments by government agencies
to contractors, whether the agencies are required
to pay late penalties, and how much and when
those payments are made.
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Elimination of Unilateral Mid-stream Contract Changes

11. Independent Government Office to Protect
Charities from Contracting Abuses
States should create an independent office, or
Attorneys General should take actions, to ensure
accountability so state and local governments
honor the terms of their written agreements
and stop unilaterally changing them mid-stream.

Elimination of Unilateral Mid-stream Contract Changes
12. Standardized Language for Contracts and Grants
State and municipal governments should standardize
contract and grant language across multiple agencies to
secure the savings attainable through reduced
negotiating costs, standardized attachments and forms,
as well as reporting requirements for consistency across
government agencies, while also ensuring compliance
with federal guidelines (where governing) and general
accounting principles.
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Elimination of Unilateral Mid-stream Contract Changes

13. Ongoing Provider Input
Governments should institutionalize methods to
regularly obtain input from nonprofits about
how contracting and grant processes, as well as
program design and implementation, can be
improved. Barriers to open and public exchanges
of ideas and solutions should be eliminated.

Providing Feedback to Government Agencies
Formal and informal and direct and indirect interaction between nonprofits and their government funders
through a variety of mechanisms.
•

Most nonprofits communicated directly with government funders in meetings with agency officials and
through informal contacts with government officials (60 percent).
“Our experience was better than in prior years because we have approached our contract as a
partnership rather than simply as a contractor/vendor relationship. More informal channels of
communication are open in addition to structured reporting.”

•

Nonprofits reported that they are dealing informally with issues as they arise in their relationships with
government agencies.

While nearly 40 percent of organizations reported that they engaged government officials in more formal ways,
such as through indirect advocacy through affiliated organizations and coalitions; through official government
feedback mechanisms; and through advisory or working groups, these actions may not generate the change
needed to streamline and simplify the contract and grant process.
•

This type of feedback may provide information to the contract or grant officer, but that individual is not in a
position to create systematic change.

Actions related to feedback that could lead to change were surprisingly low. One respondent noted: “There is
never an opportunity for our agency to be part of the board processes or decision-making team.” There is a
lack of mechanisms that allow nonprofits to provide feedback more directly to those who create policy and
generate change.
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Simplifying Complex Application and Reporting Requirements

14. Document Vaults
States and municipalities should eliminate
redundancy in the application and reporting
processes by creating an electronic repository or
“document vault” to house in a central location all
documents relevant to bids for contracts and
grants, and to which each contracting agency would
have access.

Simplifying Complex Application and Reporting Requirements

15. Standardized Monitoring and Reporting
Governments should reduce redundant monitoring by
standardizing and integrating procedures across multiple
government agencies. In particular, governments should
standardize administrative requirements, consolidate
forms and reporting processes, and develop and use
standardized language, and apply them consistently
across services, with particular emphasis placed on fiscal
and general administration documents.
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Simplifying Complex Application and Reporting Requirements

16. Standardized and Consolidation of Audits
Government agencies should standardize and
consolidate audit requirements to avoid
repeated and unnecessary audits, reduce
interruptions in nonprofit program services, and
reduce taxpayer burdens of paying for multiple
audit teams to review the same books and
records.
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Conclusion
The problems in the current government-nonprofit contracting
“systems” across the country are profound, thoroughly
documented, and, most importantly, solvable.
The solutions presented are tested, free or relatively
inexpensive, and readily available. All that is needed are:
– a commitment to identifying the solutions most
appropriate to the jurisdiction; and,
– the motivation to take action.

Comments on the New
OMB Uniform Guidance
The issuance of the OMB Uniform Guidance creates the urgent need for all parties to
the grants and contracts affected by federal funding to understand their rights and
obligations, and, in particular, the revised rules for cost allocation.
The anticipated efficiencies achieved by uniform standards will be lost if the key
stakeholders remain unaware of the changes or are ill-prepared to take advantage of
them. Particularly in this time of transition, the parties should work together to
develop joint training programs for government and nonprofit employees.
Government officials at the state and local levels will be called upon to revise their
existing statutes and rules in order to come into conformance with the new federal
standards. In particular, they must receive training on how the cost allocation rules
have changed and on the alternative approaches that are permissible – and those that
are not. Most will also need instruction for the first time on using federal standards
for negotiating what costs are properly recoverable.
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Comments on the New
OMB Uniform Guidance
Many small and midsize nonprofits may not currently have the knowledge, systems,
and records to accurately calculate their full costs. Nonprofits must develop the
capacity to understand and properly allocate their costs related to contracts and
grants – thus leading to more sustainable organizations. They also will want to learn
how to negotiate for a reimbursement rate higher than the de minimis rate. Thus, the
OMB directive on indirect costs has the added benefit of creating a financial incentive
for charitable nonprofits to better understand and take control over their own costs
for all purposes, and not just for government contracting.

State and local governments, working in conjunction with state associations of
nonprofits, can develop training programs on the new OMB Uniform Guidance. Joint
training programs are key to ensuring full and common understanding by all parties
affected by contracts and grants, thus reducing inconsistencies, duplication, and costs.

Questions/Comments?
Walter Sachs
walter.sachs@dms.myflorida.com
850-413-8740
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