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Shutdown's end means payments can
start flowing to contractors, but when?
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The deal between President Donald Trump and congressional Democrats to

reopen the federal government means money should start to flow again to

government contractors in about a week.

Friday’s announcement of a three-week continuing resolution is good news for
Greater Washington, where the federal government is a crucial piston firing the
engine that powers the region’s economy. But even with the reprieve, it could
take months for operations to get completely back to normal, thanks to the
longest shutdown on record — a 35-day ordeal that began over funding for
border security but impacted hundreds of thousands of Americans and

businesses in a variety of ways.

Invoices for work performed by federal contractors before the shutdown, which
started Dec. 22, should be paid within the first week or so after payment
officials return to work at the departments and agencies that saw funding run

out.

Work performed during the shutdown, with invoicing put on hold, gets a little
trickier, according to Alan Chvotkin, executive vice president and general
counsel at the Arlington-based Professional Services Council, which represents
the government contracting community. Those payments could take up to 30

days to be paid after an invoice is submitted.

Stop-work orders, meanwhile, have to first be lifted, at which point federal
contractors have up to 90 days to file a claim for damages. The resolutions of

those claims will take much longer, Chvotkin added.
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The lingering uncertainty illustrates the road ahead for departments and
agencies and the contractors that serve them. A one-month shutdown could
translate to as many as three to six months for operations to get completely
back to normal, said Matt McKelvey, president of The McKelvey Group, a
Gaithersburg financial consulting firm that works closely with small and
midsize contractors.

The ability of the government to play catch-up “is not scalable,” McKelvey said,
because of the precise synchronization needed among the various procurement
checks and balances. He does, however, expect banks and other financial firms
that extend credit lines to contractors to allow covenants to slide 30 to 40 days
to cover the ramping-up period.

The extended shutdown posed many headaches for contractors, from the dicey
exercise of deeming employees “essential” and “nonessential” — every CEO
says every employee at his or her company is essential, after all — to pipelines
taking a hit because of late payments, halted work and canceled solicitations for
new contracts. Financial forecasting was akin to nailing jello to a wall.

Federal government spending drives about one-third of Greater Washington’s
roughly $530 billion gross regional product, which is expected to jump to $586
billion in 2019.

That spending increased every year between 1980 and 2010 and had an
outsized impact in shaping the region’s private sector, according to longtime
regional economist Stephen Fuller. In 1980, federal procurement in the region
totaled $4.2 billion. By 2010, it had increased to $81.5 billion — an 1,840.5
percent increase. From 1980 through 2016, the region’s economy gained $1.3
trillion in direct procurement spending by the federal government.

Even a three-week reprieve, while not ideal, was met Friday with cautious
optimism.

“It should have a fairly immediate impact to the positive,” said one veteran CEO
who heads a midsize government contractor and requested anonymity to offer
a candid assessment of this latest turn of events. “However, the long pole may
be government workers getting back, [getting] restarted so they can approve
invoices, funding documents, etc. So it’s good news but probably not as simple
as flipping a switch.”
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