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BY AMELA HERMAN

Regional Native non*profit'
oorporation can’ be ‘beset by
cash “flow " problems’that ‘have

" caused 'some. of them to.“totter

on ‘the brink of bankruptcy for
years,”:says a xeport fram Rural.

Alaska Community Action Pro-
" “ject (RurAL CAP). These fi- -
nancial problems ‘are ‘caused by .
‘the tangled strings attached to
‘money from a Variety of federal

programs.

The report was written by

Coopers and Lybrand, a firm of
certifiedpublic accountants that
has worked for or audited' many
regional non-profits. ‘The report-
ers ‘interviewed the executives,
controllers; and program staff of
seven of - the ' twelve - regional

non-profit - corporations, " or
RNPC’s.
Identifying the main external-

ly caused problems of ‘the non-
profits: was the purpose of the
study. ' Internally. caused prob-

.lems are dlso mentioned since

different kinds of problems ag-
gravate one arother, and will
have to be solved together.
Caught in the Culture Gap
The report begins by ° dis-
cussing the ' ‘unique’ role of

Alaska’s  regional non-profit cor-_

porations. Most RNPC’s provide
services "which - are “vital to vil-
lages ‘and ~which, often. cannot
be prowded by any other agen-
cy. - ‘Nen-profits ‘receive vir-
tually ‘all their funding from the
government, and they must try
to translate programs designed in
Washington -into terms that are
sensible to rural Alaskan Na-
tives.
must have local Native people
on the staff, whether or not the
staff is adequately trained when
hired.

All this action on the confus-
ing grounds between cultures is
played to the tempo of a trudg-

‘and/ reimbursement

In order to'do this;: they*

mg, endless march Ol xepom. .money" for the test of its cor-

requests.
One false step-on that ‘track can

Tesult “in-a | holplnks sslide - into

fiscal  disarray.  Worst: of ‘all,

the report &hown, some funding
“regulations are’ actually impossi-
"ble to'obey.

Native : nonuproﬁt corpom-
tions-administer many. programs
which - are - desigled for city
governments with a  tax base-

“no ‘strings” ‘money. ' RNPC’s, ,

however, are “‘almost totally de-
pendent on the govemment for
their existence.” - Money. cores
from “grants ‘and contracts from
many féderal and state agencies,
Overall administrative costs are

supposed 'to be paid .from the

“indirect” account-a percentage:
of the ‘total program budget--

‘even though this: amount can
. fluctuate

wildly * during the
course of a sirigle fiscal year.
Excellence Aeans Breaking Even
Since: the ngn-profits have no
independerit source: of money,
they have almost no margin for
error;-the report emphasizes.
“Whereas ' a profit-making
business can ‘make "up . losses
and mistakes out of future
revenues, all of which are un-
restricted, a RNPC’s funds are
restricted by -regulations and
cannot be used to rectify old
mistakes, shortages and disallow-
ances. - If managed in an ex-
cellent manner, the best' they
are allowed to do is break even.
If~the general fund accumulates
a reserve, this amount is taken
into account in negotiations for
the indireot, cost rate for the
following year and will result in
a reduction in recoverable in-
direct costs and a decrease in
cash available for administrative
expenses.” .
And of course, if there is a
shortage in the fund, the RNPC
will “be behind that amount of

poxate life.” .-
S'evenl’mblems .

The teport describes seven
specific problems which most or

RNPC’s face:

FIRST: © CETA lNDIRECT
COSTS Dept. qf Labor regu-
lations put a far lower ceiling
on . overhead ‘costs than most
other agencies allow. However,
other agencies require that in-
direct expenses be shared pro-
portionately by all programs.

This creates a. gap  which city"

governments, for which Compre-
hensive Manpower and. Training
Act programs  were originally
. designed, cover with tax money.
1 RNPC’s often have no real legal
{ way to cover this deficit.
i SECOND: - LETTERS OF
\CREDIT. Many BIA programs
that are contracted-to RNPC’s
use letters of credit to reimburse
program costs. Despite notori-
ously ‘slow - mail delivery in
Alaska,  regulations require the
RNPC to wait till it only has
three days operating cash before
asking for a cash transfer. In-
evitable cash shortages result.

THIRD: SLOW CLOSE-
OUTS. Final payment after a
program is over and has been
audited can - sometimes take
months or even years. BIA
programs, especially Johnson-
O’Malley, are mentioned in the
report as being slow. The 1975
JOM closeout took almost a year
and a half in some cases. This
can leave RNPC’s with thous-
ands of dollars in unreimbursed
expenses -that were perfectly
legal when incurred.

FOURTH: CONFLICTING
REGULATIONS. Different fed-
eral agencies require RNPC’s to
abide by inefficient and.some-
times hopelessly contradictory
regulations. CETA programs are
again mentioned here as a prime
source of trouble.

FIFTH: CASH vs ACCRUAL.
Most programs operate on a

. “cash” accounting system. 'Not:
CETA, however!

The . work
involved in translating to an
“accrual’ ‘system may require
the RNPC to hire extra account-
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ing staff even though CETA-
pays less towards overhead costs
than most other programs. . °
Also, the variety of reportmg
forms réquired monthly or quar-
terly by different. agencies add
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time and effort to the job of
collecting money.

SIXTH: UNSTABLE OVER
HEAD. The constant fluctua-
tion in amounts available for
indirect expenses causes terrific
planning woes and often adds
meaningless confusion to admin-
istration. High-level executives
in the RNPC’s may have a new
title every quarter as funds and
positions are juggled. Some:
times important personnel, floor
space, or other indirect items,
are lost when money gets tight.
Administrative  costs actually
should be fairly stable, and do
not go up and down dramatical-
ly- when programs are added or
dropped, even though the indi-
rect rate does.

A related problem is the
occasional need to spend money
quickly or wastefully in order

to maintain program dollar le-
vels, and consequently the in-
direct level. Doing so may be
absolutely necessary to survival
for the RNPC, but creates ob-
vious image and morale prob-
lems for the corporation.

.The report says, "‘a signifi-
cant portion of the manage-
ment’s time is devoted to )prob~

lems with the indirect rate.”
It concludes that “this system

.of funding the general and ad-

ministrative costs of the RNCP’s
is cumbersome at best and fi-

‘nancially disastrous at worst.”

SEVENTH: STUBBORN
AGENCIES. The Joint Funding
and Simplification Act was pas-
sed to reduce time-consuming
red. tape, but agencies can opt
out by simply stating that their
programs are not related to any
other programs. This is especial-
ly ironic since regulations often

require RNPC’s to show how
they will coordinate with other
programs as a criterion for fund-
ing.

Long-Term Solutions

Even if these seven specific
problems are corrected as the
report recommends, the under-
lying problems of cumbersome
funding methods and lack of
management experience will still
need attention.

These two problems can be
addressed within the coming
months if they receive the time
and energy they deserve, the re-
port concludes. Model programs
for the coming fiscal year (which
begins in October) are suggested.

Two approaches are described
and others could probably be
imagined. One would involve
joint funding for programs and
a management fee for' adminis-
tration. - A better long-range

solution, however, might be
joint-funding in a block grant,
allowing the RNPC wide latitude
to assign dollars to programs as
needed in the region, and to
plan a stable -administration.
Both alternatives include a three-
year plan.

To deal with lack of exper-j

tise, the reporters recommend a

genuine effort at providing tech-'

nical assistance, either by gov-
ernment agencies or private con-
tractors. Help is needed both
in organizing accounting sys-

tems and in training manage-
ment. -
Next Step

“The next step,” according to
the report, *..is a conference
with Region ‘X representatives,
RNPC’s and RurAL CAP. . This
meeting could utilize this report
as -a basis for setting”’ goals,
priorities, work tasks, time ta-
bles and assigning responsibilities
for the detailed design .of prob-
lem solutions, funding mecha-
nisms, and technical programs.”



