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March 5, 2018 
 
My name is Michelle Yanche and I am the Associate Executive Director for Good Shepherd 
Services, a multi-service social service agency providing services to over 30,000 children and 
families throughout Manhattan, the Bronx and Brooklyn.    
 
I would like to thank the members of the Finance Committee for the opportunity to testify before 
you today and for your leadership on issues that deeply impact human service organizations in 
New York City. Good Shepherd Services has been since its inception, deeply involved in Mayor 
Bill de Blasio’s Non Profit Resiliency Committee which was created to strengthen collaboration, 
communication, and transparency between city government and the non-profit human service 
sector. Over the past year, the Committee has developed and implemented policies and practices 
to support expanded capacity and fiscal sustainability for NYC non-profits. Through the work of 
the Committee and the support of the NYC Council, we have seen a commitment from the 
Administration to support our workforce, as well as, an awareness around the need to right size 
contracts and increase indirect rates in to address rising operational costs.   
 
I want to thank the City Council for its leadership in championing for years, to increase funding 
for human service contracts. These investments to the human services workforce across the city 
recognize the role those providing critical services to New Yorkers in need are to the progress of 
our city.  While these changes will allow Good Shepherd Services to start to address our ability 
to pay competitive salaries and decrease staff turnover, as well as address rising administrative 
costs, there is still work to be done to ensure contracts are not only right sized but that there is a 
mechanism in place to address escalating costs of doing this work. 
 
Good Shepherd currently has over 80 contracts with NYC, partnering with 11 different NYC 
agencies for a total of over $63 million. These contracts comprise three-quarters of our agency’s 
budget. Some of the Government agencies include: NYC Administration for Children’s Services 
(ACS), Department of Education (DOE), Department of Youth & Community Development 
(DYCD), Department of Health & Mental Hygiene (DOHMH), Human Resources 
Administration (HRA), the Mayor's Office of the Criminal Justice Coordinator (MOCJ), and the 
Mayor’s Office for Economic Opportunity (CEO).   



 
While we are appreciative for the FY18 COLA increases, to date we have only received COLA 
contracts for three of our ACS contracts and two DYCD contracts. Additionally, we have only 
received notification from DYCD that we should expect an increase to the indirect cost rate on 
our (2) Beacons contracts, with no timeframe given.  We currently await notification on indirect 
rates for the rest of our city contracts. Indirect allows us to pay for our infrastructure and 
administrative costs for the agency, including the administrative staff that are needed to 
implement these changes effectively. These indirect rates have remained stagnant for years while 
costs and administrative responsibilities to non-profits escalate.  
 
In the absence of information about COLA or indirect increases, we reached out to city agencies 
without much success. The DOE has indicated that the agency is still deciding whether or 
not they will be choosing to implement the COLA and have no current plans to issue indirect 
increases.  This action is against the spirit of what the Non Profit Resiliency Committee seeks to 
accomplish.  While the DOE, as a quasi-agency, is not required to implement the 
recommendations of the Non Profit Resiliency Committee, all other city agencies are required to 
implement the changes however, agencies have not been given an overarching directive on how 
to do so by the city, which has led to substantial delays while each agency develops their own 
internal process. As of March 2nd, the ACS procurement department was not able to give us a 
timeline of when to expect notification about our remaining COLAs from the agency. 
 
Additionally, each agency is going about implementation differently, which means when we do 
receive an FY18 COLA, the first step is for fiscal staff to check the amounts and figure out how 
the COLAs were calculated.  Of the 5 contracts we have received thus far, some COLAs have 
been calculated based on FY16 budgets, some on FY17 budgets and in other cases, on FY18 
budgets.  The indirect increases have proved especially challenging since while we have not 
received any to date, implementation varies greatly--some agencies are planning to give 2% 
increases to all contract holders across the board, while others are looking at each 
contract individually and only giving increases to those that currently fall under 10%.  It is likely 
as we receive other COLAs and indirect increases that this inconsistency in how they are being 
calculated will continue. This inconsistency has caused confusion, as well as wasted valuable 
staff time.   
 
These COLA and indirect delays continue to have an effect on overall agency cash flow 
because agencies like Good Shepherd Services have been forced to cover the expenses of 
implementing the COLA while we wait for reimbursement.  This is on top of the money that we 



are already fronting due to significant contracting delays at several city agencies. For example, 
three of our current DOE Community Schools contracts are not currently registered or billable, 
despite the fact that two of these contracts started in FY17.  In the case of our DOE Community 
School contract at Felisa Rincon de Gautier High School, we have yet to receive a draft contract 
from DOE despite regular follow-up to the agency. 
 
It was agreed to as part of the Non Profit Resiliency Committee that all agencies would receive a 
10% indirect rate on their city contracts, to help cover the costs of administrative expenses that to 
date have mostly been incurred by the agencies outside the confines of their contracts. Our 
current Good Shepherd Services federally approved indirect rate is 17.2%, but the rate we are 
paid on our NYC contracts ranges from 0% to 10%.  Even with this increase to 10%, 
it still falls short of the true cost of undertaking our contracted responsibilities, especially as 
contract mandates and other administrative responsibilities attached to each NYC funding stream 
continue to increase every year.  When we are not allowed to apply a higher rate to contracts, the 
agency is once again required to cover these additional expenses through other means, which in 
turn has an effect on overall agency cash flow and fiscal sustainability. 
 
Despite the delays to date in receiving either our FY18 COLAs or indirect increases (where 
applicable), Good Shepherd Services strongly supports the following investments in FY19: 
 

• Include trend factor/cost escalation formula (including cost-of-living adjustments) in all 
new human service procurements for the duration of the contract  

• Develop a framework to increase all HHS contracts and all new procurements up to 
minimums detailed below: 

o 15% indirect cost rate 
o 37% fringe rate (including a 15% increase for employee health insurance) 
o 10% increase for occupancy/program space costs 
o 10% increase to casualty and liability insurance footnote NRC  

 
Good Shepherd Services also recommends that going forward the city provide structure, 
guidance and support to city agencies to create a more streamlined and timely approach to 
rightsizing non-profit budgets, preferably through the use of an online system like HHS 
Accelerator.   
 
Again we thank the Council for this opportunity and ask that you include these recommendations 
in your March Response to the Mayor’s Preliminary Budget.  Thank you. 














