Dear Chairman DiGirolamo, Chairman Cruz, and members of the House Human Services
committee:
Thank you for the opportunity to speak before you today. My name is Lauren Nestler,
and I serve as the Chief Communications Officer for the Public Health Management Corporation
(PHMC). My purpose in being here today is: 1) to present the committee with facts that
demonstrate the significant impact the budget impasse has had on PHMC, its clients, services
and employees; and 2) to request that the committee take three imperative steps to ensure that
vulnerable clients served by PHMC, and other like nonprofits, can continue to receive programs
and services that are critical to their health and well-being, and the sustainability of their
communities, during any future budget impasse. These steps include: 1) expanding the current
definition of essential provider to include nonprofits and intermediary organizations like PHMC,
which offer health, human and social services. This action will ensure that there is no lapse in the
delivery of these important services during a future impasse; 2) establish a system of expedited
payments, so that the delivery of these services is seamless and that no additional interest is
accrued on delayed payments, which over time have become standard operations for monies paid
to nonprofits by the Commonwealth and City of Philadelphia, and 3) reimburse interest accrued
by nonprofits that have not received payments due to the budget impasse or delayed payments,
so that the strength of an organization that sustains high-quality operations is valued, not
penalized with a financial burden to bear.
For background and context, PHMC is a 501 (c)(3) nonprofit public health institute that
builds healthier communities through partnerships with government, foundations, businesses and
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community-based organizations. It fulfills its mission to improve the health of the community by
utilizing established best practices and evidence-based guidelines to provide outreach, health
promotion, education, research, planning, technical assistance, and direct services to vulnerable
communities. Founded in 1972, PHMC has more than 2,500 employees, 350+ programs and a
network of affiliate organizations serving more than 350,000 people a year in 70 locations,
primarily in the Southeastern Pennsylvania region. PHMC and its affiliates offer a wide breadth
of services, including physical and behavioral health, residential and financial transitional
services, health promotion, child and family services, and early childhood education. PHMC sees
positive impact on the public health of our communities through the combination of programs
and integration of services for clients. Of every dollar received to serve the community, on
average 90 cents go towards one of these important programs or services.
The combined annual impact of PHMC and its affiliates on the region’s economic
vitality is estimated to be in the range of $400 million. PHMC and its affiliate agencies have
gross revenue of approximately $202 million. Total salaries and benefits paid to PHMC and
affiliate employees are more than $115 million, of which more than $110 million are paid to
those living in the Commonwealth. Close to $3 million is paid to the City of Philadelphia
through wage taxes and more than 40% of vendor payments are paid to minority and womenowned for-profit businesses.
PHMC and other similar nonprofit health and human service organizations were
founded as a service delivery arm on behalf of government. Governmental programs and
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responsibilities that provide needed resources and services for the health and well-being of our
communities have transitioned to these nonprofit agencies over the last few decades.
Not only are the services provided by PHMC and other similar organizations essential
to the health, well-being and safety of the Commonwealth, but the role PHMC has as a nonprofit
intermediary organization is essential to the delivery of these services, as well. One of PHMC’s
main roles is serving as an intermediary for both the Commonwealth and the City of
Philadelphia’s child welfare and health departments. This means managing the payments to more
than a thousand nonprofits and childcare centers so that these nonprofit organizations can
provide critical services in child welfare prevention, health and early childhood education. In
addition to this fiscal intermediary capacity, PHMC monitors the quality of the services
provided, delivers professional development for staff administering the services, and ensures that
organizations have the capacity to operate high-quality programs. These essential services reach
thousands of the region’s lowest-income and most economically vulnerable residents – which
translates to children at the highest risk of child abuse and neglect; low-income single parents,
most often mothers, who need support to finish high-school or a job training program in order to
break the cycle of poverty for the next generation; and adults struggling with addiction who,
instead of being sent to prison, receive services through PHMC’s and the region’s network of
treatment and social service programs, resulting in more stable, productive homes and
community members.
A key example of PHMC’s intermediary role is its management of Philadelphia’s Outof-School Time initative, adminstered on behalf of the Philadelphia Department of Human
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Services, the City’s child welfare system. The Out-of-School Time system, or OST,
subcontracts more than $20 million to 176 organizations that provide educational and positive
youth development programs to over 18,000 children and youth across Philadelphia. Not only do
working parents benefit from having their children in a safe, enriching program in the after
school hours so they can remain employed, but children also benefit academically, socially and
physically from participating in these programs. In addition, we know that older youth are most
vulnerable in the hours after school to having crimes committed against them or committing
crimes themselves. These programs keep both our children and their families engaged and
safe. Approximately 3,000 high school youth in Philadelphia receive invaluable academic help,
college prep classes, job readiness training as well as arts, technology and sports programming
every year which help them succeed in school and beyond. Beyond fiscal and structural
management, PHMC ensures program quality by monitoring out-of-school time programs on a
regular basis, setting expectations for program quality around staffing requirements and licensing
of

programs,

and

monitoring

performance
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to

assure

fiscal

responsibility. PHMC directly provides and coordinates an array of professional development
training, technical assistance, and capacity-building activities for out-of-school time staff.
During the budget impasse, PHMC tirelessly continued to provide the critical and
essential services to the region’s most vulnerable citizens despite being owed approximately $59
million in payments not made by the Commonwealth and City of Philadelphia. PHMC’s service
continuity remained consistent not just for the clients and communities in PHMC’s direct
purview, but also for the hundreds of community based organizations funded and sustained
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through PHMC’s intermediary work. While other nonprofits were undergoing furloughs,
adjusting business operations and/or considering drastic measures – and some taking those
measures – PHMC provided uninterrupted care and service.

PHMC’s reputation as a well-

established, highly-effective nonprofit with a strong line of credit allowed the organization to
weather the budget impasse without any substantial reduction in jobs or services. However,
PHMC’s cost to sustain operations was high. PHMC struggled to support activities in several
areas, particularly those connected to out of school time programs, child welfare, and home
visiting. Any reduction in the essential health and human services offered by PHMC and other
non-profits has a direct impact on the health, safety, and economic well-being of those living in
Philadelphia, Southeastern Pennsylvania, and the Commonwealth.
The impasse and its effects have highlighted a long-standing issue – nonprofit entities
are expected to seamlessly provide quality essential services, despite delayed or neglected
payments. Delayed payments push organizations like PHMC and our family of programs and
affiliates into survival mode, where there is a focus on getting paid to sustain operations, taking
the emphasis off the high-quality delivery of services in communities. If organizations like
PHMC are forced to discontinue services due to the high-interest and fiscal administrative
burden with these delays, the downstream effects include lost wages, benefits and jobs – a direct
impact to constituents in your districts. In light of the extensive budget impasse, these economic
and social consequences were dire.
Just one example of PHMC’s programmatic impact to communities nearly
compromised due to the budget impasse was PHMC’s affiliate Turning Points for Children.
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Turning Points is a 175-year old child welfare and human services agency providing critical
child and family services to more than 9,000 men, women and children in the Greater
Philadelphia region. Turning Points prevents child abuse; helps families in raising safe, healthy,
educated and strong children; and provides critical foster care and child placement services as
two Philadelphia Community Umbrella Agencies. Yet the strength of Turning Points was tested
during the impasse, and they relied on PHMC’s capacity to sustain operations. Of the $59M
owed to PHMC, $16M was owed to Turning Points. Had PHMC not been in a position to sustain
payment to Turning Points and utilize its line of credit, the effect to Philadelphia’s communities
would have been drastic: foster care parents would not have been paid, kids not kept safe and in
stable environments, cases left incomplete, and critical parent and caregiver prevention programs
not utilized, as well as other harmful scenarios.
To prevent service interruption and ensure continuity, organizations like PHMC utilize
established lines of credit. The interest fees on PHMC’s line of credit, which at one time,
averaged about $50,000 per month, will be only partially reimbursed. PHMC is a large nonprofit,
well capitalized with unrestricted net assets. Rare organizations have this capacity and strength.
While fortunate to support significant use of its line of credit, usage at this high-level could
threaten the bank’s confidence in PHMC’s ability to repay the line, and those who depend on the
organization – other nonprofits in particular – won’t be able to depend on PHMC. PHMC should
be valued for its strength, capacity and ability to weather this storm; not penalized by not being
able to recover interest paid on this line of credit. Money not recovered is translated directly into
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less money, focus and attention to our communities; less program dollars will be invested to
constituents in your districts.
This impasse cast a bold spotlight on fiscal and administrative burdens placed on
nonprofit organizations that do quality work on behalf of government, with deep downstream
impacts to your constituents. This effort is not just about getting paid for the work that is done;
it’s about placing the right emphasis and resources in the communities who depend on
government and nonprofit partnerships for their sustainability and well-being. Simply put, the
actions taken are not sustainable.
The best way to protect Pennsylvania’s most vulnerable residents is to look to the future
and establish safe guards that guarantee essential services: physical and behavioral health
services, child and family care, early childhood intervention services and other health and human
services, will continue to be available during any future impasse. Not only are these services
essential, but also there is an essential role of nonprofit and intermediary providers in terms of
ensuring uninterrupted service delivery. The work of PHMC and other like-minded nonprofit
organizations goes far beyond administrative proceedings; we act as educators and advocates of
civic responsibility. We bring people, organizations, and communities together to advance our
general well-being; and in turn, a healthier civil state transpires. To continue our unequivocal
commitment to our communities – your constituents – we cannot be threatened by future budget
impasses that lack our representation, or our imperative value will be compromised. For these
reasons, I again ask that the committee 1) expand the current definition of essential provider; 2)
establish a system of expedited payments (most critically in the instance of the delay of a budget
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passing) and 3) reimburse interest accrued by nonprofits that have not received payments due to
a budget impasse.
Thank you again for the opportunity to testify and I am happy to answer any questions
you may have.
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