Recommendations

1. Reporting and Data

a. State Agencies shall develop a plan (with deadlines and reportable outcomes) to standardize financial reporting requirements for all Providers.  
b. The impact of all new administrative requirements shall be considered prior to implementation.  Agencies will work with Providers to mitigate the impact.
c. As of July 14, 2014 many Providers must have systems in place that comply with Federal Meaningful Use Requirements.  This will provide a commonality of file structure upon which can guide State data collection system development.  It is the recommendation that all state agencies be required to, where possible, pursue avenues take advantage of the common file structure in their data collection systems.  These systems shall allow for secure upload.
d. Require ongoing aggregation of audit data by state with annual trend report along with Urban Institute data for review by the Governor's Cabinet on Non Profit Health and Human Services.  This will be performed by the Office of Policy and Management and where possible supported by the Urban Institute.
2. Sustainability

a. Adopt the recommendations of the Cost Standards Working Group of the Connecticut Nonprofit Human Services Cabinet (letter July 31, 2006): 

i. Allow not-for-profit organizations to have and maintain Capital Reserve Accounts not subject to audit recoupment as approved by Funding Agencies.
ii. Rental arrangements between independent third party landlords and less-than-arm’s-length rental arrangements should be permitted at fair market value.
b. Create a system for approving no-cost budget revisions that is standardized across all agencies. 
c. Payment rates shall cover the true cost of service as mutually agreed by Provider and Agency and be established in a fair and transparent manner.

i. Payment rates should be adjusted annually to reflect increases in the cost-of-living and the cost of providing services, or
ii. In fiscal years with flat funding, a calculation will be completed to project the reduction in present value in funding for each program and a commensurate service reduction plan will be submitted by the provider to the State Agency for approval. 
d. Unanticipated increases in essential fixed costs should be considered for a special grant stipend, similar to what has been given to grantees for fuel relief in the past.  This doesn't make a commitment to sustaining an increase from year to year like a COLA increase but does recognize fixed costs that are outside of a provider's control and offer some relief.
e. Risk must be shared by both the state and providers:  

i. Reinstate and expand partial surplus retention. Partial surplus retention encourages good business practices and allows for a portion of unspent contract dollars to be reinvested into the provider infrastructure on which the state depends.

ii. Agencies should consider prior year losses as part of the audit recoupment process.
f. Donated real estate is an opportunity for Non Profit Providers to improve their financial situation. Current cost report rules result in the state deriving the primary annual benefit of such a donation. The provider community and the state Agencies should discuss ways to allow the Providers to have a greater benefit in the state funding system through depreciation or other means where it is of mutual interest.

The following recommendations were “put on hold” at the meeting of 6/6/12 for further discussion:
1. Require that all State Agency program data collection systems be unified into one type of data collection system that will accept uploads by July 1, 2014 to be consistent with federal Meaningful Use requirements.
2. Given the budgetary constraints of the last several years, fundraising income has become a critical element of support to many programs where State sources of funding have been frozen or cut. Disallowance of any expenses incurred related to fundraising efforts, however, actually serves as a disincentive for Providers to pursue such endeavors, despite the fact that it is the State that ultimately benefits. In light of the budgetary pressures likely to persist for the foreseeable future, the State might consider allowing the reimbursement of such expenses, at least up to the amount of revenue generated where that revenue is used to support State-funded activities. By doing so, Providers could be more aggressive in their fundraising efforts and the State would benefit from any leverage that resulted.
3. Currently, depreciation expense on donated real or personal property is not eligible for reimbursement. If that same property was acquired with unrestricted cash contributions, however, the depreciation would be permitted. Accordingly, it would be more consistent for the State to allow reimbursement for depreciation on any assets used in State supported activities, regardless of how acquired.

4. Mechanisms should be established to allow recourse for the contractor when the state either terminates or makes changes to the terms mid-contract for reasons other than non-compliance by the contractor, similar to the provisions that exist in contracts for for-profit companies with which the state does business.


