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July 20, 2026
To: Mayor, Austin City Council, City Auditor

Dear Mr. Hadavi,

One Voice Central Texas (OVCT), representing more than 80 nonprofit organizations,
calls on the Mayor, City Council, and Audit & Finance Committee to clarify for the
record the methodology, scope, and findings of the City Auditor’s Nonprofit Contract
Performance Management Report (“2026 Report”). OVCT’s initial response to the
2026 Report is attached. It will be supplemented, if necessary, following the July 20
Audit & Finance Committee meeting.

Background
OVCT was made aware of the 2026 Report as it was being finalized. OVCT then met

with the City Auditor on July 7, 2025, to learn about the report and to ask whether
community nonprofits could respond to claims or at least provide additional
information. But OVCT was advised that all findings were final, and as the report
“was not auditing nonprofits” but rather reviewing the City's nonprofit contract
management process, city management would be the responding party.

When pressed about scope and methodology, the City Auditor further advised that
the report was not designed to evaluate the overall performance of Austin's
nonprofit sector or to determine whether social service funding should be increased
or reduced, and that this limitation would be evident from the report’s
recommendations. Finally, OVCT was informed that the report was conducted as a
Special Request—not a formal audit—and relies on a very limited review of selected
contracts and performance measures. Accordingly, and as confirmed by the City
Auditor, findings cannot be generalized to hundreds of nonprofit contracts across
multiple City departments. Unfortunately, without adequate context or clarifying
information, that is exactly what is happening. The 2026 Report has already
generated headlines defaming Austin’s entire nonprofit sector, which includes
numerous high-performing nonprofits that have been trusted partners of this City
for decades.

To be clear, Austin’s community nonprofits are not asking for special treatment. If
contract failures exist, the City should decisively address them — regardless of the
type of contract. Accountability applies to multinational consulting firms, and even
City departments, not just community nonprofits. But accountability requires
accuracy: complete evidence, fair consideration of context, and conclusions
proportional to findings.

Questions for the City Auditor
Before relying on this audit, we respectfully request that the Mayor and
Council consider and seek answers to the following questions:
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Scope and Representativeness
1. How many nonprofit contracts exist in the City’s portfolio, and how many were reviewed as part of this audit?
2. Was the sample statistically representative? If not, what basis exists for applying findings beyond the specific
contracts examined?
3. Does the Auditor believe the findings support any conclusion about the performance of Austin’s nonprofit
sector generally, or only the specific contracts reviewed?

Materiality and Methodology
4. How did the audit define a material performance failure?
5. Did the audit distinguish between:
o failure to provide contracted services;
o City-approved modifications or waivers;
o external circumstances affecting service delivery; and
o reporting or administrative differences?
6. For contracts with multiple measures, did the audit distinguish between organizations that missed one minor
output target and organizations that failed to deliver a substantial portion of contracted services?
7. For contracts with multiple measures, did the audit distinguish between organizations that missed one minor
output target and organizations that failed to deliver a substantial portion of contracted services?
8. Did the audit evaluate whether identified variances resulted in actual harm to residents,
financial loss to the City, or failure to achieve contract objectives?
9. Did the audit assess whether the original targets were achievable, appropriately calibrated, or adjusted
for known external factors such as staffing shortages, client eligibility documentation barriers, or
changes in service demand?
10. Were City contract managers asked whether they approved changes, modifications, or
adjustments affecting reported performance?
11. When performance concerns were identified, what corrective actions did City departments take, and were
those actions documented consistently across departments?
12. Were nonprofit providers given an opportunity to provide factual corrections,
documentation, or operational context before findings were finalized?

Consistency With Prior Auditor Work
13. How does the Auditor reconcile the current audit’s implications with the July 2025 Special Request:
Nonprofit Funding report, which found that most nonprofit contracts reviewed appeared to have fulfilled
their requirements?
14. What changed between the July 2025 review and this audit? Was the difference driven by:
e different contracts selected for review;
o different audit methodology;
e different definitions of performance failure;
e different treatment of contract variances; or
e evidence of an abrupt decline in nonprofit performance after July 2025
15. Does the Auditor believe this audit demonstrates that Austin’s nonprofit contracting system has
materially deteriorated since the July 2025 review? If so, what evidence supports that conclusion?
16. If the audit does not demonstrate sector-wide deterioration, what safeguards should Council apply
to ensure the findings are not interpreted beyond their scope?

Looking Ahead
17. Can staff identify whether any of the contracts proposed for elimination in the budget were part of the
audit sample, and if so, whether the audit findings directly relate to those proposed reductions?
18. Will nonprofits have an opportunity to review and respond to post-contract evaluations before those
evaluations are used in future procurement or funding decisions?



19. Will the City distinguish between administrative noncompliance, data-reporting challenges,
underperformance caused by flawed contract terms, and true failure to deliver services?

20. What appeals process or corrective-action pathway will exist before a nonprofit’s future funding
eligibility is affected by a negative performance evaluation?

IN ADDITION: OVCT Response to City Auditor's Report: Accountability Requires Accuracy

One Voice Central Texas (OVCT), representing more than 80 nonprofit organizations serving Central Texas,
supports transparency, accountability, and responsible stewardship of public funds. Nonprofits that receive
taxpayer dollars should be held to high standards, and organizations that materially fail to meet contractual
obligations should be held accountable. But accountability requires more than identifying “contract variances”. It
requires complete evidence, meaningful context, and conclusions that are proportional to the facts.

OVCT raises the following concerns in response to the City Auditor’s July 2026 Nonprofit Contract Management
report (“July 2026 Report”).

1. First and foremost, the report contradicts the City Auditor's own recent work. In its July 2025 Special Request:
Nonprofit Funding (“July 2025 Report”), the Auditor's Office found that most nonprofit contracts reviewed
appeared to have fulfilled their contractual requirements and that City contract managers were actively
monitoring nonprofit agreements.

Based on our review, it appears City staff are generally monitoring their

agreements to make sure nonprofit organizations meet their obligations

to the City. As seen in [Exhibit 9], department staff were able to show us

that they were properly monitoring their contracts and leases for 19 of the

20 agreements we reviewed. In the three instances where the nonprofit

did not meet their obligations, City staff were aware of the situation

and worked with the nonprofit to address the issue. In one instance, the

monitor was unable to find documentation from the nonprofit[.] (See July 2025 Report at p. 10)

2. A contract variance is not automatically a performance failure. The Government Accountability Office's 2024
Government Auditing Standards (GAGAS) emphasize that performance audits should be supported by sufficient,
appropriate evidence and present findings that are objective, complete, and appropriately supported.
Government auditing standards also include learning the causes and context surrounding identified conditions -
not simply documenting that a variance occurred.

Human services contracts operate in dynamic environments where City contract managers routinely approve
adjustments in service delivery, modify priorities, and respond to changing community needs. Providers also face
circumstances beyond their control that directly affect participation and performance, such as immigration
enforcement activity that discourages families from accessing services, declining school enroliment affecting
youth programs, changing client needs, and unprecedented reductions in federal and philanthropic funding. A
meaningful evaluation of contract performance must distinguish between: A) material failures to perform; B) City-
approved modifications, waivers, or changes in service delivery; C) external circumstances affecting outcomes;
and D) administrative or reporting differences.

Without evaluating circumstances of a variance, distinguishing between administrative variances and material
failures, or determining whether public outcomes were ultimately achieved, this report overstates the significance
of isolated findings and creates a misleading public narrative about nonprofit non-performance.



3. The City Auditor has stated that this report is not a budget recommendation and is not intended to characterize
Austin's nonprofit sector as a whole. OVCT appreciates that distinction; but the public does not. Following
publication of the audit and corresponding defamatory headlines in the news, our members report receiving
concerned calls from funding partners, board members, donors, and community stakeholders. Ironically, this
unfounded mischaracterization of the entire sector, whether or not intended, comes precisely at the moment the
City is asking nonprofits to increase private fundraising to offset reductions in local support.

4. The timing of the report also raises legitimate concerns about intent. OVCT is advised that the underlying
information was requested nearly a year ago, yet the audit was released during active budget deliberations where
community-facing human services are being targeted for $5.1 million in cuts in the City Manager’s proposal,
despite 6 Councilmembers stating publicly that the cuts should be a last resort after exhausting internal
efficiencies. Regardless of the Auditor's intent, the 2026 Report is now influencing a budget conversation about
$5.1 million in cuts to health and humans services contracts that is being proposed by City Management as a “first
resort”. As such, it appears pretextual, particularly given that it flatly contradicts the July 2025 report.

5. OVCT believes accountability must be applied consistently across City government. Earlier this year, the City
Auditor also identified significant weaknesses in the City's oversight of nearly $280 million in private consulting
contracts, including inadequate justification for expenditures, weak performance oversight, and insufficient
documentation. Taxpayers deserve the same level of scrutiny wherever public dollars are spent. Accountability
should follow the dollars, the evidence, and the risk—not the easiest target. Austin should not become its own
Department of Government Efficiency (“DOGE”)—subjecting community nonprofits who receiving roughly 1% of
the City's $6.6 billion budget for providing life-saving services to intense scrutiny, while much larger expenditures
are met with inaction or tacit approval.

6. OVCT has consistently urged both City leadership to identify any nonprofit organizations believed to have
material performance deficiencies, provide those organizations an opportunity to respond, and consider relevant
documentation before public conclusions are drawn. If substantiated performance failures exist, the City should
act decisively using the contractual remedies already available. What is neither fair nor constructive is allowing a
limited-scope audit to become a sweeping indictment of an entire sector without considering materiality,
operational context, or full information from providers.

Conclusion
This is ultimately not about nonprofits. It is about good government. Good government demands accountability
that is evidence-based, proportional, and applied consistently. It demands that findings be supported by complete
information before they become the basis for public narratives.
Thank you for your attention and consideration.

Sincerely,

One Voice Central Texas

ONE VOICE



