COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE
BUREAU OF FINANCIAL OPERATIONS
ROOM 525 HEALTH & WELFARE BUILDING
HARRISBURG, PA 17105-2675

TELEPHONE NUMBER
(717) 772-2231

“BIREGTOR FEB 23 7003 {717) 705.5004

Reverend Herbert H. Lusk
People For People, Inc.

800 North Broad Street, Suite 700
Philadelphia, Pennsylvania 19130

Dear Reverend Lusk:

| am enclosing the final report of People for People, Inc. that was recently completed by
this office. Your response has been incorporated into the final report. Also, our
commentary on your Response is included in the final report.

| would like to extend my appreciation for all the courtesy extended to my staff during
the course of fieldwork.

The final report will be forwarded to the Department’s Office of Income Maintenance
(OIM) to bring the Department’s resolution process concerning the report contents to an
end. The staff from the OIM may be in contact with you to follow-up on the action taken
to comply with the report’'s recommendations.

If you have any questions concerning this matter, please contact Alex Matolyak, Audit
Resolution Section, at (717) 783-7786.

Sincerely,
Kevin Friel

C: Ms. Linda Blanchette
Dr. Bryon Noon
Mr. Dale Porter
Mr. Karl Hoffman



Some information has been redacted from this audit report. The redaction is indicated by
magic marker highlight. If you want to request an unredacted copy of this audit report, you
should submit a written Right to Know Law (RTKL) request to DPW’s RTKL Office. The
request should identify the audit report and ask for an unredacted copy. The RTKL Office will

consider your request and respond in accordance with the RTKL (65 P.S. §8 67.101 et seq.).
The DPW RTKL Office can be contacted by email at: ra-dpwtkl@pa.gov.
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COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

BUREAL OF FINANCIAL OPERATIONS
ROOM 525 HEALTH & WELFARE BUILDING
HARRISBURG, PA 17105-2675

TELEPHONE NUMBER
FEB 23 2008 017 2z
DIRECTOR (717) 705-9004

Mr. Dale Porter, Chief Financial Officer
Philadelphia Workforce Development Corporation
1617 JFK Boulevard, 13" Floor

Philadelphia, Pennsylvania 19103

Dear Mr, Porter:

| am enclosing the final report of People for People, Inc. that was recently completed by
this office. Its response has been incorporated into the final report. Also, our
commentary on the response is included in the final report.

| would like to extend my appreciation to your staff for the courtesy shown to our
auditors during the times they visited your offices for third party verification of certain
information provided by People for People, Inc.

The final report will be forwarded to the Department’s Office of Income Maintenance
(OIM) to bring the Department's resolution process concerning the report contents to an
end. The staff from the OIM may be in contact with you to follow-up on the action taken
to comply with the report’'s recommendations.

If you have any questions concerning this matter, please contact Alex Matolyak, Audit
Resolution Section, at (717) 783-7786.

Sincerely,
Hvsir 1 (Tpil
Kevin Friel

c: Ms. Linda Blanchette
: Reverend Herbert H. Lusk
Dr. Brian Noon
Mr. Karl Hoffman



COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

BUREAU OF FINANCIAL OPERATIONS
ROOM 525 HEALTH & WELFARE BUILDING
HARRISBURG, PA 17105-2675

TELEPHONE NUMBER

KEVIN M. FRIEL FEB 2 3 2009 FAX NOWBaR

DIRECTOR (717} 705.9094

Ms. Linda Blanchette

Deputy Secretary for Income Maintenance
Health and Welfare Building, Room 432
Harrisburg, Pennsylvania 17120

Dear Ms. Blanchette:

The Bureau of Financial Operations (BFO) has completed audits of People For Peopile,
Inc.’s (PFP) EARN Center Program (EARN Program), its Pregnant & Parenting Youth
Program (PPY) and its Child Care Center (CCC). The EARN Program and PPY filed
Cost Reports with the Philadelphia Workforce Development Corporation (PWDC) for the
fiscal years ended June 30, 2007 (Initial Year) and June 30, 2008 (Second Year). The
CCC filed monthly reports with Child Care Informational Services (CCIS) for several
districts served by PFP in Philadelphia. As such, the audits’ goal was to assure that the
Cost Reports included only allowable program costs.

This report is currently in final form and therefore does _contain PFP’s views on the
reported findings, conclusions or recommendations (please see Attachment 1). The
data used to prepare the report findings was discussed with the PFP’s management at
a closing conference held on October 17, 2008.

The audit questions the eligibility of costs as stated in Exhibit A:

» Total reported costs for the EARN Program of $1,209,803 and $620,567 for the

~ fiscal years ended June 30, 2007 and 2008, respectively.

» OIM should recover these questioned costs from PWDC in the amount of
$1,830,370.

» No costs are questioned in regard to the PPY and CCC,

Executive Summary

PFP, a not for profit corporation, owns 800 North Broad Street, a building containing
business offices, banquet and meeting room facilities, a child care center, a charter
school and one EARN Center. People For People, Inc, People For People Community
Development Credit Union, which operates a savings and loan association at 700 North
Broad Street, and People For People Charter School are all separate 501(c)(3)



People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

corporations. Classroom space is also rented from Greater Exodus Baptist Church
(GEBC) at 714 North Broad Street. GEBC is a related party.

PFP is under contract with PWDC, a non-profit corporation acting as fiscal agent to the
Department of Public Welfare, to provide, in part, work training skills and job placement
to clients who are assigned to it by the Philadelphia County Assistance Offices located
in the Ridge District for the fiscal years ended June 30, 2007 and 2008 and in the
Snyder District beginning in June, 2007. For the petiod beginning July 1, 2008, interim
contracts are in place.

BFO audited the foliowing contracts: ' 6/30/2007  6/30/2008
#ECO07-004 — Modification #3 EARN Center (Ridge) $3,197,812 -0-
#EC08-005 — Modification #1 EARN Center (Snyder) -0- $2,553,254
#EC08-002 EARN Center (Ridge) -0- $1,801,920
CCIS-Child Care Center Child Care Center $ 424,000 -0-
#PT06-150 — Modification #3 PPY {to 1/31/2007) $ 323,109 -0-

This repont contains a limitation on scope section in which certain items arising during
the course of the audit are addressed. For these items, the BFO was unable to form a
reasonable assurance dus to a lack of available information.

The report findings and recommendations for corrective action to the EARN Program
are summarized below:

Finding No. 1 - o The lack of adequate internal control was noted by
Internal Control Issues the PFP’s independent certified public accountant
Continue to Persist. (CPA) in their report for the year ended December

31, 2006. Similar internal control problems persisted
during the years audited by the BFO.

o Despite the additional increase in EARN program_
funding, the financial staff was not expanded and
adequate accounting controls were not implemented
to handle the additional administrative work.




People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

The PWDC should:

¢ Require that adequate internai controls be implemented as a prerequisite of
continuing the contractual relationship during the third interim period which began
July 1, 2008.

The PFP should:

» Allocate compensation based upon actual time spent on the EARN Program as
compared to all of PFP’s endeavors.

¢ Not request reimbursements for contingent future liabilities.

e Issue Federal forms 1096 and 1099 on a timely basis to all individuals who are
paid $600 or more during a calendar year.

» Implement a better system to identify postings to the general ledger for CCC
revenues.

. FINDING -
Finding No. 2-
For The Year Ended » A contract modification that added $630,500 was
June 30, 2007, executed in August 2007 two months after the fiscal
Reimbursements Were year ended June 30, 2007. PFP included $667,456
Requested For Future on its June 30, 2007 cost report for contingent
Ridge District And liabilities that have not yet been incurred or paid.
Snyder District ¢ Reimbursement is limited to eligible costs that are
Expenses That Were incurred within the contract period.
Not Yet Incurred.

. HIGHLIGHTS OF RECOMMENDATIONS

The PWDC should
+ Make the necessary adjustments to recover the $667,456 for the contingent
liabilities inappropriately billed by PFP.




People for People, Inc.
Fiscal Years Ended

June 30, 2007 through June 30, 2008

Finding No. 3 - PFP’s
Summary Invoice
Included Allocations
For Common Building
Expenses That Are
Inappropriate.

Centain expenses common to the operation of 800
North Broad Street (the Building) were allocated based
upon salaries rather than the square footage occupied
or floor space used.

The EARN Program occupied one of the eight floors of
the Building. However, the allocation methodology
used by PFP resulted in charging the EARN Program
with 50 percent and 33 percent of the Building’s
common expenses for the fiscal years ended June 30,
2007 and 2008, respectively. ,

BFO reallocated expenses based on floor space used
by the EARN Program and identified an overcharge of
$292,155 for June 30, 2007 and $280,339 for June 30,
2008 to the Earn Program.

The PWDC should:

occupancy costs.

¢ Make the negessary adjustments to recover $572,494 in inappropriate

Finding No. 4-Invoicing
An Occupancy
Allowance Of Two
Percent Of Fair Market
Value In Addition To
Depreciation And
Mortgage Interest
Oversiates Allowable
Costs.

PFP made monthly charges of two percent of fair
market appraisal vaiue to PWDC for occupancy of the
Building. At year end, PFP also charged common
expenses such as mortgage interest expense and
depreciation and amortization. This resulted in a
duplication of costs.

Actual costs were used instead of the two percent .
allowance to compute allowable costs.




People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

__HIGHLIGHTS OF RECOMMENDATIONS

The PWDC should:
» Make the necessary adjustment to recover the $54,583 overcharged for
occupancy costs.

The PFP should:
Only make charges based on historical costs.

Finding No. 5- Related ¢ Reimbursement for the use of facilities owned by a

Party Costs Exceeded related party is limited to actual costs. Rents of

That Which Is Allowable $312,478 and $336,169 were charged to the EARN

~ Actual Costs Program for space rented from GEBC, a related
party.

* A 50/50 split representing the amount of space
utilized by the EARN Program was applied to a
compilation of the actual costs incurred for the
GEBC propserty. As a result, rent charges exceeded
actual allowable costs by $240,130 and $254,088
for fiscal years ended June 30, 2007 and 2008,
respectively.

e Payments of $20,000 for gasoline were made to
GEBC for transportation of EARN Program clients
during the Second Year.

s Areview of the trip logs indicates that gasoline
payments to GEBC for EARN Program
transportation/ gasoline exceeded actual usage by
$5,634.

" HIGHLIGHTS OF RECOMMENDATIONS .~~~ ]
The PWDC should: ‘
* Make the necessary adjustments to recover $494,218 for rents to GEBC, a
refated party.
+ Make the necessary adjustments to recover $5, 634 for excess gasoline
reimbursement to GEBC, a related party, for the fiscal year ended June 30, 2008.

The PFP should:

e Only pay for GEBC's costs for the classroom facilities by obtaining GEBC'’s cost
allocation plans and examining underlying invoices, bills and receipts and limiting
the rental payments to applicable costs.

e Only pay that percentage of GEBC's costs that directly relate to PFP’s exclusive
use of floor space by the EARN Program.

» Pay for the fuel for its own vehicles directly and not rely on a related paity to
provide gasoline to transport EARN Program clients.

5



People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

. FINDING” S
Finding No. 6-Certain * A number of PFP's employees perform duties for
Salaries Were more than one program. Costs associated with these
Overstated And Were employees should be allocated. An analysis of
Not Properly Allocated employee time sheets indicates that charges to the
To The Various Cost EARN Program were inflated for two employees. it
Centers. was also noted that the Assistant Controller and a

consultant were not allocated but were charged 100
percent to the EARN Program.
¢ The total overcharge is $35,958.

The PWDC should:
» Recover $35,958 for EARN Program direct wages, administrative overhead

wages and consuitant fees.

The PFP should:
¢ Allocate wages to the various cost centers based upon employee time records or
allocate using an equitable basis to the various cost centers, where no time
records are kept by the employee. '
* Allocate subcontractor-consultant fees to the respective cost centers served.

Finding No. 7 - General e The revenue posted to the general ledger for the Day
Ledger Entries For The Care Program was more than $450,000 higher than
Revenues Received For the confirmed receipts. Management was unable to
The CCC Were explain the variance because a third party, outside
Overstated. management entity administered the program during

the time period in question.




People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

T HIGHLIGATS OF RECOMMENDATIONS.

The PFP should:
 Institute better internal controls such that the general ledger entries can be verified.

* Have available the necessary documentation to support each general ledger entry
for child care revenues.

PFP Asserts that the Auditor was Impaired

Despite prior opportunities to do so, PFP made this assertion only after it was informed
of the significant nature of the findings. The assertion is surprising in that PFP
management agreed with several of the same findings when its own auditor inciuded
them in their October 21, 2008, report and PFP has conceded many of these points in
their written response to the Department’s audit. Nonetheless, the Department
reviewed PFPs allegations and found no evidence of bias or impairment and that the
audit was conducted in accordance with all relevant auditing standards.

PFP Asserts that GEBC is not a Related Party to PFP

As detailed on page 11 of this audit report and throughout the audit process, the
Department has provided ample evidence that the parties are related. PFP’s own
response to the Department acknowledges that Reverend Lusk is considered a related
party by definition.

PFP Asserts that Capital Expenses at a Fourth Property Should Be Allowable
Costs :

In its January 26, 2009, response to the draft report, PFP’s management introduced
capital expenditures for a fourth building located at 700 North Broad Street as a basis
for the $667,456 in allowable costs that could not be substantiated in audit fieldwork. A
significant amount of these purported capital expenses were not incurred during the
period of audit and the balance was neither detailed nor invoiced as an EARN Program
expense. Therefore, these costs are unallowable, as justification for capital expenses
for the purposes of this audit.

PFP Asserts that Fair Market Rental Value Exceeds the Amount Allowable for Its
Properties

PFP asserts that the fair market rental value for its properties exceed the amount
deemed allowable by the Department’s auditors. Regardless of the validity of this
assertion, only actual costs are allowable when the property is owned by the provider —
fair market rental value is irrelevant in determining aliowable costs.

7



People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

[ The Department Revised its Draft Audit in Response to PFP Comments

After reviewing proposed edits from PFP in its response, the Department made minor
revisions to the audit report which are detailed at the conclusion of the auditor's
commentary.

Background

PFP operated one EARN Center serving Ridge District Office during the Initial Year and
during the Second Year the program was expanded to include two districts. PFP began
serving clients from the Snyder District Office during June of 2007. PFP is located in
the City of Philadelphia and provides a broad range of welfare to work services to TANF
individuals. At present PFP continues to operate the EARN Center, serving two CAQ
District Offices, on an interim basis.

PFP also operates a day care facility, a banquet facility and various other smatler
programs. It is presently planning to develop a community center and senior citizen
center. The PFP Charter School and Community Development Credit Union are
separate but related 501(c)(3) corporations. The charter schooi is located in the same
building as PFP whereas the credit union is adjacent to the GEBC complex.

PFP submitted EARN cost reports for the Initial Year and for the Second Year to
PWDC, a non-profit entity who administers numerous DPW programs in Philadelphia
County.

The BFO met with the PWDC, discussed the nature and scope of its work, made
independent confirmations of audit data and reviewed its proposed findings with PWDC.

Objective, Scope and Methodology

The audit objectives were:

* To determine the actual allowable cost of services provided to EARN customers and
to determine that the underlying expenditures are reasonable, consistent with
allowable cost principals and attributable to PFP, and are not costs of a related
entity.

e To determine the correct amount due to PFP from PWDC taking into account the
performance based nature of the EARN contracts.

In pursuing these objectives, the BFO interviewed management and staff members from
PFP. We also reviewed accounting records, financial records, timesheets, records of
client performance and other pertinent data necessary to complete our objectives.

8



People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

Government auditing standards require that we obtain an understanding of
management controls that are relevant to the audit objective described above. The
applicable controls were examined to the extent necessary to provide reasonable
assurance of the effectiveness of these controls. Based on our understanding of the
controls, material deficiencies came to our attention. Areas where we noted an
opportunity for improvement in management controls are addressed in the findings of

this repont.

Centain scope limitations prevented the BFO from formulating conclusions to within a
reasonable degree of certitude.

Fieldwork for this audit took place between April 28, 2008 and October 17, 2008, was
based on available records and was performed in accordance with General Accepted
Governmental Auditing Standards. This report will be available for public inspection.

Scope Limitations

Under the terms of the PWDC contract with PFP Part A, Paragraph 5, Subparagraph
(b)., PFP “...shall keep program funds segregated from other funds ...by maintaining
separate ledgers and/or separate bank accounts.” Also, under Part A, Paragraph 5,
Subparagraph (e), PFP is prohibited from using EARN funds for the support or
implementation of any other program, project or agreement that is not directly related to
EARN. Notwithstanding these contractual prohibitions, PFP commingled EARN cash
and disbursed those funds, in part, for non-EARN Program expenditures.

PFP's EARN Program rented classroom and support space from a related entity.
Federal and DPW guidelines limit reimbursement to the related entity's costs. As such,
the related entity's bills and invoices were reviewed. For utilities, certain months’ bills
were missing for the Second Year and were estimated. For both years, BFO requested
a two month sample of the related entity’s cash disbursements journal and bank
statements in order to test payment of the bills. Cash disbursements journals were
provided but no bank statements were provided and, as a result, BFO was unable to
verify payment of the related entity’s costs.

Results of Fieldwork

Finding No. 1 — Internal Control issues Continue to Persist

The lack of adequate internal control was noted by PFP’s independent certified public
accountant (CPA) in its report for the year ended December 31, 2006. Since the CPA
report for the year ended December 31, 2007 was not available during the course of our
audit we met with the principals of the CPA firm and were informed that the report, when
issued, will have similar internal control findings. :

PFP is a diverse organization that operates several programs simultaneously. Cash is
commingled in a general operating account. EARN grant revenues and expenditures

9



People for People, Inc.
Fiscal Years Ended
June 30, 2007 through June 30, 2008

were not segregated from funds used to operate the other programs. For example, the
banquet facility operates from the same cash account as the EARN Program and
several other programs.

Salary allocations to various programs were not consistently based on source
documents such as employee time sheets or consultant invoices. Occupancy expenses
were allocated during the year using a client per capita basis and at year end using an
employee salary basis. Verified revenues for the CCC program could not be reconciled
with the amounts posted in the general ledger.

Management's financial staff consisted primarily of a Controller and an Assistant
Controller. The Assistant Controller was hired during October 2007 the middle of the
audit period. When the EARN contracts were added to PFP’s existing structure,
additional internal controls were not implemented and no additional personnel were
hired. For instance, separate cash accounts could have been opened just for EARN
grant revenues and EARN expenditures. Additionai administrative staff could have
been hired for the increased work flow and additional financial responsibilities.

Recommendations

The BFO recommends that PWDC require PFP to present a plan to implement a
system of adequate internal controls as a prerequisite to continuing contractual
relationship for the interim period that began July 1, 2008.

The BFO also recommends that PFP implement ail the internal control
recommendations detailed in the report and any enhancement put forth by PFP'S CPA

firm.

Finding No. 2 - For The Year Ended June 30, 2007, Reimbursements Were
Invoiced And Paid For Contingent Liabilities Attributed To Future

Expenses That Were Never Incurred.

A contract modification to provide start up costs for the Snyder District and to fund other
expenses of the Ridge District was executed in August, 2007, two months after the end
of the contract year. The modification added $500,000 for clients transitioned from the
Snyder District. PFP began operating the Snyder District EARN Center during June,
2007 and all associated costs were billed through the June 2007 invoice. An additional
$130,500 in the modification was added for clients transitioned from PWDC placement
and Work Plus providers to PFP and for bonus payments exceeding goals stated in
Rider A, Section lli-Performance Goals. It should be noted that in order to claim any of
the funds included in the modification PFP was required, by the contract, to have
incurred actual expenses on or before June 2007.

PFP invoiced PWDC on a monthly basis. The invoices were to be limited to actual
costs incurred. The final invoice for the Initial Year included $667,456 in expenses that
had not been incurred. These funds were received in August of 2007and were placed
in the general operating account. The “contingent costs” were never paid or incurred

10
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Fiscal Years Ended
June 30, 2007 through June 30, 2008

and, as such, are returnable to PWDC. PFP did not produce any documentation to
support the $667,456. It was noted that any additional transitioning costs for the Snyder
District Clients would have been billed to PWDC in the Second Year as they were
incurred.

Recommendation

The BFO recommends that PWDC recover $667,456 for the fiscal year ended June 30,
2007. .

Finding No. 3 - PFP’s Summary Invoice Included Allocations For Common
Building Expenses That Are Inappropriate.

A number of formulas were used at various times during the year to allocate costs
associated with the Building. At year end, PFP identified certain expenses that are
common to the operation of the Building and allocated those costs based upon salaries
rather than square footage utilized or floor space occupied. Although salaries were
used as the basis, the salaries for the charter school, which occupies five of the eight
floors, were omitted from this allocation. The salary methodology resulted in allocation
of the “common expenses” to the EARN Program of 50 percent and 33 percent for the
Initial Year and Second Year respectively.

BFO determined that acceptable methods would allocate common building expenses
based upon square footage utilized or floor space occupied. All parts of the building,
including the charter school floor space, should be taken into account. Management's
method, based on salaries, would be more appropriate to an allocation of payroll related
expenses like payroll tax expense, employee health insurance expense or workmen’s
compensation insurance.

Only the seventh floor of the eight floor building is devoted to the EARN Program. Any
use of the other floors by EARN clients or staff would be incidental and not continuous.
Although a portion of the seventh floor is for administrative offices (that oversee all PFP
Programs) this second tier allocation, although warranted in theory, was not taken into
account by BFQO; so as to give PFP the benefit of the doubt. BFO determined that the
EARN Program should be charged one-eighth or 12.5 percent of the expenses common
to the Building.

In addition to the allocation issue described above, BFO found discrepancies in the total
expenses to be allocated. Copies of the BFO's summaries were provided to
management but no comments were received. Both the allocation method issue and
the dollar discrepancies issue were taken into account in determining that total costs of
$292,155 and $280,339 should be disallowed for the Initial Year and Second year
respectively.

1
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Fiscal Years Ended
June 30, 2007 through June 30, 2008

Recommendation

The BFO recommends that PWDC recover $572,494 in unallowable occupancy costs
billed.

Finding No. 4 - Invoicing An Occupancy Allowance Of Two Percent Of Fair Market
Value In Addition To Depreciation And Mortgage interest

Overstates Allowable Costs.

On its books and records, PFP made monthly charges of two percent of the fair market
value for occupancy. These charges were reimbursed by PWDC. At the fiscal year's
end, entries were made to record and alfocate the expanses common to the Building;
such expenses included mortgage interest, depreciation and amortization.

Since actual interest and a provision for historical fixed asset cost recovery were
reimbursed, it is inappropriate to make a second charge based upon fair market value.
The two percent occupancy allowance should be disallowed because actual costs were

used.

Occupancy costs of $10,062 and $44,521 should be disallowed for the Initial Year and
Second Year respectively.

Recommendation

The BFO recomimends that PWDC recover $54,583 in excess occupancy costs.

. Finding No. 5 — Related Party Costs Exceeded That Which Is Allowable — Actual

Costs

GEBC owns the building at 714 N. Broad Street. The ground floor contains a church
along with GEBC's business office on the side plus an auditorium and kitchen area in
the rear. The second and third floors have classrooms and support facilities that are
used by the EARN Program. The fourth floor is the Reverend’s offices. BFO
determined that approximately 50 percent of the building is EARN related.

Rents of $312,478 and $336,169 were credited to GEBC for the Initia! Year and Second
Year, respectively. For both years, the budgeted rents were $240,000. In addition,
reimbursements for gasoline of $20,000 were paid to GEBC for the Second Year.

GEBC is related to PFP by reason of common control. The Reverend of GEBC is also
the President and Chief Executive Officer of PFP.

Applicable regulations contained in OMB Circular A-122, Cost Principles for Non-Profit
Organizations state that “rental costs under less-than-arms-length leases are allowable
only up to the amount that would be allowable had titie to the property vested in the
organization. For this purpose, a less-than-arms-length lease is one under which one
panty to the lease agreement is able to control or substantially influence the actions of
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the other. Such leases include...organizations under the common control through
common officers, directors, or members...”

As such, BFO undertook an examination of GEBC’s expenses and totaled all bills and
invoices presented. BFO did not included loan repayments by GEBC to one of its
creditors. BFQO did not confirm payment of the listed expenses because bank
statements, although requested, were not provided. Based on the usage of the 714 N,
Broad Street premises, BFO allowed 50 percent of operating expenses as presented in
the biils and invoices. This Report assumes that the bills and invoices were actually
paid or incurred by GEBC, although a limitation on scope disclaimer is mentioned in the
background to this report due to the failure to produce bank statements.

The BFQ's audit indicated that $240,130 and $254,088 should be disallowed for the
Initial Year and Second Year respectively for rent.

PFP reimbursed $20,000 for gasoline usage to GEBC for the transportation of EARN
clients to various sites. Gasoline reimbursements were subject to the same standard of
costs only. The three vans in issue each had travel logs which documented date,
driver, and destination, identified the related PFP Program and listed beginning and
ending mileage. One van traveled mostly for EARN business. One van traveled mostly
for church and non EARN matters. The third had mixed usage. Overall, approximately
50 percent of the vans’ trips were EARN related. Actual cost is $28,732 at 50 percent
EARN Program usage equals $14,366 in allowable cost, resulting in disallowed cost of
$5,634 ($20,000 less $14,366).

The BFQ'’s audit indicated that $5,634 should be disallowed for the Second Year for
transportation costs.

Recommendation

The BFO recommends that PWDC recover $499,852 in excess related party charges.

Finding No. 6 — Certain Salaries Were Overstated And Other Salaries Were Not
Properly Allocated To The Various Cost Centers.

The PFP employees compiete bi-weekly time sheets which record their time as
allocated to the various PFP Programs, inclusive of the EARN Program. A test of the
June, 2008 payroll records indicated that one employee’s time was overcharged to
EARN Program and a second employee’s time was charged to the EARN Program
despite the fact that he did no work for the EARN Program. The test was expanded to
include April 2008 and May 2008. Identical incorrect allocations occurred in each of the
three months tested.

The Assistant Controiler's entire salary and a Consultant’s entire fee were charged to
the Snyder EARN Center for the fiscal year ended June 30, 2008 despite the fact that
their duties were diverse and should be allocated among alf PFP Programs. PFP

proposed allocating the Assistant Controller salary and Consultant’s fees based upon
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the number of employees and clients in the EARN Program as compared to all
employees and clients. BFO adopted this method of allocation in computing the
adjustment.

Program wages of $12,112 administrative wages of $6,965 and consultant fees of
$16,881 should be disallowed for the Second Year.

Recommendations

The BFO recommends that PWDC recover $35,958 pertaining to excess personnei
expense charged to the contract.

The BFO also recommends that PFP should:

¢ Only charge the EARN Program with a percentage of salaries that are consistent
with the employees’ time records.

» Allocate wages to the EARN Program consistent with the respective employees or
consultants duties, responsibilities and time requirements for the various PFP
Programs

Finding No. 7 — General Ledger Entries For CCC Revenues Were Overstated.

For the fiscal year ended June 30, 2007, the BFO mailed confirmations to the various
CCIS districts in order to verify funding for child care services provided. The amounts
confirmed were reconciled to the attendance sheets kept by PFP. However, the
revenue posted to the general ledger was more than $450,000 higher than the amount
paid and reconciled.

Management was unabie to expiain the variance because a third party outside
management entity made the entries for the period in question.

Recommendation

PFP should post actual revenues to the general ledger and retain supporting
documentation.

Auditor’s Commentary

On January 9, 2009, the Department held an exit conference with both representatives
of PFP and PWDC. in response to a request from representatives from PFP, the
Department afforded PFP with the opponrtunity to revise their original December 17,
2008 response to the draft audit and provide any additional data they felt to be relevant.
On January 26, 2009, PFP submitted a revised response along with various
attachments and exhibits.
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Commentary related to information provided by PFP in response is provided below.

PFP Asserts that the Auditor was Impaired

PFP asserted that the auditors’ behavior procedurally impaired the audit and that the
auditors were biased against PFP. This assertion was made only after PFP became
aware that the audit included findings recommending that the Department recoup a
substantial amount of the monies that were paid to PFP. The first time the Department
was made aware of this concern was September 29, 2008, despite several prior
opportunities for PFP's management to express concern with audit methodology or

execution.

The Department finds the claim of bias to be surprising given that many of the findings
in its audit mirror findings from PFPs own internal auditors in their October 21, 2008,
repont (which were accepted by PFP management). In addition, several statements
made by PFP management in their written response to the Department’s audit and
during the January 26, 2009 exit conference concede many of the Department’s

findings.

Nonetheless, the Department reviewed the claims made by PFP management but was
unable to substantiate them except one -- a departmental auditor did provide a copy of
his resume to PFP management at their request. Although the resume was requested
by PFP management in the context of potentially hiring the auditor as their internal
auditor, the Department disciplined the auditor for providing a copy of his resume.
Other than this incident, the audit was conducted in compliance with Generally
Accepted Government Auditing Standards (GAGAS) as presented in the Yellow Book.

PFP Asserts that GEBC is not a Related Party to PFP

The Department believes that it has substantially documented that PFP and GEBC
must be treated as related. Elements supporting BFQ’s audit finding and conclusion
regarding the related party nature of PFP and other entities are as follows:

» The footnotes to the independent CPA audit reports for 2006 and 2007 identify PFP
and the Greater Exodus Baptist Church (GEBC) as related parties.

¢ The PFP tax return (Form 990 Return of Organization Exempt from Income Tax)
identifies the related party conditions. This disclosure is present in the PFP 2004,
2005 and 2006 IRS tax return.

« Within the Form 990 tax return, statement 11 states, “the organization's internal
programs provide direct funding for their related activities.”

e Statement of Financial Accounting Standards (SFAS) No. 57 uses the term control
when describing a related party. The document defines control as, “The possession,
direct or indirect, of the power to direct or cause the direction of the management
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and policies of an enterprise through ownership, contract or otherwise.” Reverend
Lusk is in a position to exert this control.

» SFAS No. 57 citations regarding examples of related parties or related party
transactions:

o The PFP books of records include “Due To” and “Due From” accounts
between the parties. These types of accounts are utilized by related parties.

o Reverend Lusk is President and CEOQ of PFP and he is the Pastor of GEBC.

o Reverend Lusk signed the Lease between PFP and GEBC as a
representative of PFP for the 714 North Broad Street property.

o Reverend Lusk reviews and approves all expenditures for GEBC.

o Related Party Transactions:

= GEBC purchased a building at 1226 South Broad St. PFP paida
deposit and for renovation in excess of $100,000 for no consideration.

* PFP management in describing the complex of buildings (800, 714,
and 700) on North Broad refers to it as a campus.

* PFP has set up an allowance for uncollectible rent and occupancy cost
from the Charter School in the amount of $190,508. |n addition, GEBC
has guaranteed, to several parties, prompt payment by the Charter
School of obligations under the rent sublease of up to $200,000.

= The Credit Union occupies a portion of the 700 North Broad St.
building rent free.

« The PFP Board of Director meeting minutes and GEBC Deacon meeting minutes
presented do not demonstrate any evidence of disclosure, whether financial issues
or transaction were discussed, debated and voted upon. Furthermore, the Deacon
minutes do not discuss or disclose any significant financial transactions or issues.

¢ Overlapping administration, two individuals that serve on PFP’s Board of Directors
are also listed as GEBC Ministers.

PFP Asserts that Capital Expenses at a Fourth Property Should be Allowable

PFP did not provide information pertaining to a fourth building to the auditors despite six
months of fieldwork. In its January 26, 2009, response to the draft report, PFP’s
management first claimed that capital expenditures at a fourth building located at 700
North Broad Street should be allowable to offset the $667,456 that was disallowed by
the auditors. The Department determined that a significant amount of the purported
capital expenditures were not incurred during the audit period. In addition, these capital
expenditures were neither substantiated nor invoiced to PWDC until completion of audit
fieldwork; therefore, these capital expenditures were properly excluded from allowable
costs.

PFP Asserts that Fair Market Rental Value Exceeds the Amount Allowable for Its
Properties

PFP asserts that the fair market rental value for its properties exceed the amount

deemed allowable by the Department’s auditors, therefore, the entire amount charged

should be allowable. Regardless of the validity of this assertion, only actual costs are
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allowable when the property is owned by the provider — fair market rental value is
irrelevant in determining allowable costs.

The Department Revised its Draft Audit in Response to PFP Comments

After reviewing proposed edits from PFP in its response, the Department made the
following revisions to its audit report:

1. The draft report stated that PFP operated the credit union and charter school.
However, the credit union is a separate but related entity and the charter
school is a separate but related entity;

2. A broad and general statement was removed from the highlights of
recommendations pertamlng to finding number 1, Internal Control Issues
Continue to Persist'; and

3. After receiving a rullng from the Treasury Department, the observation and
ruling regarding checks outstanding more than 90 days mcluded in the draft

report was deleted.

In accordance with the BFO established procedures, please provide a response within
60 days to the Audit Resolution Section concerning actions to be taken to ensure the

report recommendations are implemented.

Please contact Alex Matolyak, Audit Resolution Section at (717) 783-7786 if you have
any questions concerning this audit or if we can be of any further assistance in this

matter.

Sincerely,

Hirsie 11 (1l

Kevin M. Friel

Enclosures

c: Reverend Herbert H. Lusk
Dr. Bryon Noon

Mr. Dale Porter
Mr. Karl Hoffman

' The removed statement was, “The PEP shoutd not expend revenues generated from the EARN Program on non-

EARN Program expenses.”
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People For People
Schedule of Audit Adjustments

June 30, 2007 June 30, 2008

Snyder District Expenses 500,000 -
Ridge District Expenses 167,456 -
800 North Broad Common Expenses 292,155 280,339
800 North Broad - 2% Occupancy 10,062 44,521
712 North Broad - Rent to GEBC 240,130 254,088
Transportation Expense to GEBC : - 5,634
Salaries - Incorrect Allocation - 35,985
Voided Checks - 12,729
Total Adjustments to Decrease

Reported Expenses $ 1209803 $ 633,296

Exhibit A
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Peaple For Peaple, In

January 26, 2009

Division of Audit and Review

Bureau of Financial Operations
Department of Public Welfare

502 Philadelphia State Office Building -
1400 Spring Garden Street
Philadelphia, Pennsylvania 19130

Attention; Mr. Kevin Friel, Director, BFO

Re: PFP, Inc. (the "Crganization"): Two (2)-Part Response Findings {Finding-1 through
Finding-7) in "draft" performance audit report prepared by Division of Audit and Review (DAR)
and as discussed in the exit conference held on January 8, 2049.

Dear Mr. Friel:

Altached please find PFP, Inc's response to BFO's draft performance audit. Firstly, | want to take the
time to thank you for the graciousness in granting me the extensions you have to submit this

response.

Regarding this response, | think it is important that you be made aware of many things that occurred
during the course of this audit. As an administrator, for many years, of an organization under the
auspices of DPW, my commitment to welfare to work and the Commonwealth remains steadfast. | feel
obligated to you, Ms. Richman and all those that work so diligently as stewards of the Commonwealth
to be made aware of the serious matters addressed in this response.

Consistent with this commitment, | am placing in your hands the option whether to include Part 1 of
this response, to summarize it or not include it. It is my considered opinion that you have the best
vantage point, at this juncture, to render a decision that best serves the Commonwealth. | am in no
way seeking special favor but | believe after over twenty years of service to the Commonwealth | and
the organization that | herein represent will receive fairness.

In fact, should you have the opportunity ta review our independently audited financial statements, you
will see that PFP expended over $1 million in capital improvements o operate a quality EARN Center.

PFP’s team informed you at the January B, 2009 conference that the "October 17, 2008" closing
conference referenced in your transmittal cover lefter did not occur. Mr. Rausch was on sile,
performed field work, had brief interaction with Mr, Harris, was provided a tour of the facilities by the
EARN Director and left the premises at approximately 3:48 p.m. after he requested to inspect and
review the gas and electric meters.

We are also respectfully requesting that this draft audit, if finaftized, NOT be made avaitable for public
inspection. Due fo the "impairments" that have compromised the fairness and integrity of this audit
report and audit process, PFP is respectfully requesting that this draft audit, once finalizeg, not be
made available for public inspection. Instead we request that the “limited use” protection, as stipulated
in the Yellow Book, be invoked.

Attachment 1
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Hopefully, this response will clear up all unresolved matters. Should you need to reach my office,
please contact PFP's Chief Financial Officer, Robin Eglin, directly,

Sincerely,

DAL

Reverend Dr. Herbert H. Lusk, ||
President & CEO

cc:
Ernest Jones, Esq., President & CEO, PWDC

Dale Porter, CPA, CFO, PWDC
B. Robin £glin, CFO, PFP, inc.
Donna Scamby-Powers, CPA
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Part 1

A technical and procedural response detailing that it is PFP's belief that hoth the audit and
audit process were substantively and procedurally impaired according to the impairment
standards contained in Government Auditing Standards {GAGAS - Yellow Book, July 2007

Revision).

PFP will demonstrate in this response that the “BFQ” - while conducting a performance audit — has
violated and continues to vioclate the federal protections afforded faith based and community
organizations. PFP is both; a faith based, as well as a community organizatian.

Federal Executive Order 13279, Dec. 12, 2002, "Equal Protection of the Laws for Faith-Based and
Community Organizations” states, in part, that: :

"No Organization shall be discriminated against on the basis of religion or religious belief in
the administration or distribution of federal financial assistance under social service

programs”,

It should be noted that the Commonwealth of Pennsylvania, Department of Public Welfare, has
acknowledged that this is their first audit of any EARN Center, It should be further noted that when the
“BFG" originaily notified PFP, it was to arrange a time for “BFO" to conduct a "performance audit’:

- however, the focus of the "BFO" audit was, in fact, financial and compliance-oriented. The first

exposure that the Commonwealth had to any program performance information or data was what was
presented to the Audit Supervisor, Mr. Crofcheck, in a meeting on September 29, 2008. (Attachment
B). The EARN program administered by PFP has generated stellar performance results and leads ail
similarly situated pregrams in all significant, measured performance benchmarks. The general bias
and lack of balance is glaring in the report’s inability to acknowledge not a single positive aspect,
attribute or accomplishment of PFP's EARN program. The report's bias is surpassed only by its
remarkable failure to meet, even minimally, two other critical report quafity elements stipulated in the
Government Auditing Standards discussion of reporting standards —~ accuracy and completeness,

The impairment of the "BFO" is evidenced in its statement of audit objectives. Page 8 of the draft
report states that its principal audit objective was:

"To determine the actual allowable cost of services provided to EARN customers
and to determine that the underlying expenditures are reasonable, consistent with
alfowable cost principals and aftributable to PFP, and not the costs of a related entity.”

Paragraph 8.10 of the Government Auditing Standards specifies as follows:

Audit . objectives for performance audits may vary widely. Auditors should
communicate audit objectives in the audit report in a clear, specific, neutral, and
unbiased manner that includes relevant assumptions, including why the audit
organization undertook the assignment and the underlying purpose of the audit and
resulting report. When audit objectives are limited and broader objectives can be
inferred by users, stating in the audit report that certain issues were outside the
scope of the audit can avoid potential misunderstanding.

- 'HERBERT:H:LUSK I, PRESIDENT "/ -+~ o oo s

"800 NORTH BROAD STREET, SUITE. 700, PHILADELPHIA, PENNSYLVANIA 19130 TEL 215.235. 2340+ FAX 215.235.8345+WWW.PEOPLEFORPEGPLE.ORG
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The “BFO” has clearly conducted this audit with the pre-conceived idea that a “related party”
relationship exists under the authority they state they are applying, OMB Circular A-122. The phrase
contained in the audit objective is not neutral or unbiased and fails to include or identify any relevant
assumptions, nor ever disciosing the underlying purpose of the audit and the audit report.

In addition, at various times the Audit Manager, Mr. Higgins and the Audit Supervisor, Mr. Tom
Crofcheck (during meetings not limited to July 2, 2008 and September 29, 2008) informed PFP
management verbally that there was an “off the record” purpose for this audit. There have been
numerous conversations in severai venues withessed by many parties, not fimited to BETP, PWDC,
PFP's Independent Auditars and PFP’s management and outside consuitant.

Itis PFP's contention that “BFO” functioned capriciously and insidiously in the performance of their
audit and that this behavior resuited in a draft report with findings that are incorrect, flawed and based
on notions replete in subjectivity. In Part 2, the substantive areas of PFP's response, PFP will attempt
to disprove key reported findings and provide additional information that will provide the
Commonwealth with further documentation to allow them the option of agreeing with PFP's response.
The response will alse seek to demonstrate .the pattern of bias and the improper conception and
application of “the concept of significance” as outlined in the Government Auditing Standards

guidelines.

Additionally, PFP will attempt to demonstrate that the "BFO" conducted itself in reckless and flagrant
disregard of the standards and stipulations identified in the GAGAS (the Government Accountability
Office's Government Auditing Standards, July 2007 Revision). In so doing the “BFO's” commitment to
the public interest is questioned. The following excerpt from the Yellow Book, cites the paragraphs
pertinent to PFP's reasoned opinion that the "BFQ" is not in compliance with generally accepted
government auditing standards in any elementary manner.

Whether the unwillingness of PFP to yield to the pressure to hire the Auditor (Mr. Rausch) for the
position he solicited resulted in a tortured and prolonged exercise of retaliation by the Auditor, or
whether PFP "blowing the whistle” in writing has extended the retaliatory behavior to the "BFQ" is a
matter beyond the scope of this response. However, it is a matter that merits attention.

The combative and confrontational conduct of the Auditor occurred in the presence of the Audit
Manager (Mr. Higgins) and the Audit Supervisor (Mr. Crofcheck) and our verbal requests for this
conduct to be addressed were met with an unresponsiveness that exacerbated the general
mismanagement of this audit. This matter warrants attention because the "BFO” is continuing down a
path that is not well reasoned; continuously re-affirming their commitment to a set of findings that PFP
represents are incorrect and as unsubstantiated as they are biased. This bias is reflected, in large
part to the deliberate omission of matters of “significance" (according to the conception of
“significance” identified in the Yellow Book.)

Most alarming is the "BFO’s" commitment to move forward outside the "rute” of the meticulously and
precise standards defined by generally accepted government auditing standards (as stated in the exit
conference of January 8, 2009) with no apparent intent to remain governed and accountable to
government auditing standards. The animated perspective about their original decisions was
reaffirmed by Mr. Higgins and Mr. Crofcheck ~ at this meeting and in the presence of the BFO Director
and it was clear and unwavering. It is PFP's perspective, cenversely, that their domain is limited to
considering — and possibly reconsidering — the veracity of the findings in the draft report. If the
suggestion is that the "assertions” of the "BFO" are incontravertible and grounded in the personal
reasoning of Mr. Higgins and Mr. Crofcheck, then this response may indeed be an exercise in futility.
While serious questions arise about the perceived scope of responsibilities of certain staff persons
within the "BFO", PFP will anchor this response in the rufe of law, its contract with PWDC, defined
business practices and estahlished standards and norms {as articulated within government auditing
standards) and the Government Auditing Standards handbook itself.

2
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1.02

Misuse of government authority, misuse of public resources:

Statement of Facts;

Received audit notification letter, dated April 14, 2008, specifying audit and scope parameters
and 20 day timeline for fieldwaork. :

The "Audit” Organization began the audit on April 28, 2008 with an entry conference.

Received notification letter dated July 9, 2008 informing organization of decision to extend the
audit “Due to the nature of the surplus carryover from the initial EARN program contract year.”
Received letter November 10, 2008 from Director, BFO, referencing closing conference held
onh October 17, 2008.

PFP Response:

Why did it take almost (6) months to complete the fieldwork for this audit? Did PFP not
cooperate? Was PFP not forthcoming?

PFP would appreciate it if an objective, third party draw its own conclusions based on the
following:

# Mr. Higgins in the July 9, 2008 letter (mentioned above), states in his second
sentence, “As you know, we have made substantial progress to date on each
Program”.

After approximately sixty (60) days of "substantial progress’ (and already beyond the
timeframe provided), was an additional four (4) months warranted?

In PFP's judgment, it is possible that very little progress was made at this juncture and Mr.
Higgins was not aware of this. How could he have been aware unless PFP informed him?
How could PFP have informed him if he did not provide a “listening ear’ and remained
unreceptive? The first 60 (sixty) days of the auditors on site was characterized by:

* The submission of his resume by Mr. Rausch — in early May - soliciting the position of
Controller {(and his § 85,000 salary requirements) the moment he learned that PFP
was in fransition and was searching for a new Controller.

* His ongoing job search, extended telephone conversations (with potential employers
we assume) and leaving the site for extended periods (we assume for interviews or
other personal matters).

*» Frequent late arrivals and early departures.
“ Bizarre and erratic behavior presenting the same information to him multiple times.

%+ Requiring internal security to maintain close surveillance and monitoring through its
closed circuit system as a result of this behavior,

** Assigning a staff person to monitor his whereabouts in the preschool environment
when he was assigned to the pre-school conference room.

“+ The Auditor awaiting PFP's response to his “candidacy”.

3
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Aftached are some samptle emails (identified as Exhibit 100) from the EARN Director "creatively”
attempting to bring attention and inform Mr. Higgins about the "circumstances" PFP was dealing with
regarding the Auditor. :

The flurry of activity in the September timeframe ~ and the issues being addressed that were clearly
matters from the initial contract year - strongly suggests that very little progress was, in fact, made in
the first (60) days of the audit. The notion that an additional 120 days was utilized to generate a draft
report with such a limited scope adds more confusion.

Paragraph 1.02 of the handbook on government auditing standards states that legislators, government
officials, and the public need to know whether,

"(1) government manages public resources and uses its authority properly and in compliance
with [aws and regulations; (2) government programs are achieving their objectives and desired
outcomes; (3) government services are provided effectively, efficiently, economically, ethically,
and equitably, and (4) government managers are held accountable for their use of public
resources”.

PFP remains convinced that the conduct of this audit contains all the elements of a mismanaged audit,
a misuse of public resources and the misuse of government authority.

2.14 Misusing the position of auditor for personal gain:

As presented In the discussion immediately above, the "BFO" Auditor solicited the position of
Controller. Paragraph 2.14 of Government Auditing Standards states;

“Misusing the position of an auditor for personal gain violates an auditor's fundamental
responsibilities. An auditor's credibility can be damaged by actions that could be perceived by
an objective third party with knowledge of the relevant information as improperly benefiting an
auditor's personal financial interests or those of an immediate or close family member; a
general partner; an organization for which the auditor serves as an officer, director, trustee, or
employee; or an organization with which the auditor is negotiating concerning future
employment. (See paragraphs 3.07 through 3.09 for further discussion of personal
impairments to independence).”

The decision to enable, permit or promote such misuse of the position of the Auditar is not a matter
that rests exclusively with the Auditor. [t directly reflects on the "BFC" and its management and
management controls. In a meeting involving several individuals, including Mr. Higgins and Mr.
Crofcheck on September 28, 2008, the Auditor referenced, several times, his dissatisfaction with his
compensation amid many other comments an objective third party would consider professionally

inappropriate.
215 Professional behavior: Performing according to relevant professional standards.

The accounting and auditing profession is committed to a set of commendable standards. The
Auditor's Behavior — previously characterized as bizarre and erratic — can additionally be described as
combative and confrontational. The language in the Yellow Book regarding professional behavior
appears in Paragraph 2.15 of the book and states,

*High expectations for the auditing profession include compliance with laws and regulations
and avoidance of any conduct that might bring discredit to the auditors’ work, including actions
that would cause an objective third party with knowledge of the relevant information to
conclude that the auditors' work was professionally deficient. Professional behavior includes
auditors’ putting faorth an honest effort in performance of their duties and professional services
in accordance with the relevant technical and professional standards”.

4
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PFP remains perplexed that the Commonwealth would utilize an auditor whose criminal background is
a matter of public record, having committed crimes of turpitude, to be permitted to audit a daycare
center and permitted access to PFP's daycare center. It is PFP’s opinion that the “BFO” and the
“BFQO"s management was negligent in this regard and had the obligation to infarm PFP so different
workspace arrangements could have been made.

3.02, 3.03, 3.07 Auditor Independence Personal Impairments

Government Auditing Standards are explicit and unambiguous about auditor independence.
Paragraphs 3.02 and 3.03 are definitive in their language about auditors maintaining independence,
the appearance of impaired independence and the need for impartiality.

3.02 In all matters relating to the audit work, the audit organization and the individual auditor,
whether government or public, must be free from personal, external, and organizational
impairments to independence, and must avoid the appearance of such impairments of
independence. ;

3.03 Auditors and audit organizations must maintain independence so that their opinions,
findings, conclusions, judgments, and recommendations will be impartial and viewed as
impartial by objective third parties with knowledge of the relevant information. Auditors should
avoid situations that could lead objective third parties with knowledge of the relsvant
information to conclude that the auditors are nof able to maintain independence and thus are
not capable of exercising objective and impartial judgment on all issues associated with
conducting the audit and reporting on the wark.

PFP's experience during the six months of fieldwork is replete with illustrations of bias and impaired
independence. PFP submits the following examples for illustrative purposes:

e Inthe July 2, 2008 meeting attended by the auditar, Mr. Higgins and several management
personnel from PFP, the CEC stopped briefly to check in on the status of the audit's
progress. The combative auditor very quickly presented to the CEQ a copy of the contract
and pointed to certain language and alleged that PFP was in contract violation for
"promoting reiigious activity". This interchange occurred in the presence of the Audit
Manager, Mr. Higgins.

¢« Mr. Higgins, on several occasions indicated to PFP that he was consuiting with a senior
official of the BETP and confirmed that the BFQ was "pursuing his concerns”.

-« in the September 29, 2008 meeting, Mr. Crofcheck asserted that the he was personally
fnvolved in reviewing PFP in 2001 and offered this an explanation of the purpose of the
audit. (Even though it was previously communicated that PFP had received “unqualified
opinians” from its independent auditors for five (5) consecutive years.

To the credit of the "BFQ” officials, they have been forthright and unabashed in their acknowledgment
about their opinions, judgments and biases. Unfortunately, it simultaneously reflects their irretrievably

impaired independence.
Further clarifying impairments to independence, Paragraph 3.07 reaffirms that,

3.07 Auditors participating on an audit assignment must be free from personal impairments to
22

independence. Personal impairments of auditors result from relationships or beliefs that

might cause auditors to fimit the extent of the inquiry, limit disclosure, or weaken or slant audit

findings in any way....... "

5
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This paragraph expounds on this subject and in sweeping, inflexible and uncompromising language
sets forth examples of personal impairments of individual auditors that include, but are not limited to,

the following;

3.07 e. preconceived ideas toward individuals, groups, organizations, or objectives of a
particular program that could bias the audit;

3.07 {. biases, including those resulting from political, ideological, or sccial convictions that
resutt from membership or employment in, or loyalty to, a particular type of policy, group,
organization, or level of gavernment; and

3.08 g. seeking employment during the conduct of the audit with an audited organization

3.04, 3.08, 3.09, 3.10, 3.12 Audit Organization Independence and Impairments

3.04 When evaluating whether independence impairments exist either in fact or appearance
with respect to the entities for which audit organizations perform audits or attestation
engagements, auditors and audit organizations must take into account the thrtzaae general

classes of impairments to independence— personal, external, and organizational. If one or
more of these impairments affects or can be percelved to affect independence, the audit
organization (or auditor) should decline to perform the work—except In those situations In
which an audit organization in a government entity, because of a legislative requirernent or for
other reasons, cannot decline to perform the work, in which case the government audit
organization must disclose the impairment(s) and modify the GAGAS compliance statement.
{See paragraphs 1.12 and 1.13.) '

Although the Audit Organization (BFO) has wide latitude in how to handle any impairment to
independence, the intent of the standard in the GAGAS is precise. The statement of the audit
objective has already heen presented as reflecting a patently partial perspective in its mere
construction. The following represent but three, albeit significant examples of the preconceived ideas
and conclusions of the BFQ:

« [nadocument authored by the "BFQ", dated July 18, 2008, titled Mid Audit Status Conference
(Attachment 150) apparently a documentation of minttes of a meeting between the "BFO”
and PFP’s Independent Auditors, Page 1, paragraph 7, the last sentence states:

"BFO wants to examine underlying costs to limit reimbursement such that no profit
accrues to a religious organization” (PFP's emphasis).

This has been a consistent theme and pattern of the auditor's opinions and beliefs that PFP was
promoting religious activity.

+ The auditor has in various venues "lectured” many persons, including at PWDC, about the
“separation” of church and state.

« Atthe September 29, 2008 meeting attended by Mr. Higgins, Mr. Crofcheck and several other
persons, the auditor, once again revisiting his "belief* declared by "pointing” to a contract
clause asserting that there was a contract violation because "profit was innuring” (PFP's
paraphrase). Upon being questioned, the Auditor indicated that he was correct because it's
the law and he is a lawyer with multiple faw degrees. Mr. Higgins and Mr. Crofcheck were
asked if they were familiar with the contract clause that was being referenced and whether
they concurred. They briefly inspected the contract and remained non-responsive. When Mr,
Higgins and Mr. Crofcheck were asked directly whether the auditor's “opinion” was an opinion
of legal counsel, since he cited his legal credentials, "BFO's" management remained non-

responsive,
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A subseqguent "google search” of the auditor's legal credentials yielded the Supreme Court of
Pennsylvania's order referring "this matter” to the disciplinary board.

PFP is now aware that the Audit Organization has always shared the beliefs, biases and opinions of
the auditor as evidenced, along with other things, in the meeting minutes referenced above, the draft
report's statement of objective and the litany of statements that has collectively cast a cloud on the
integrity of this audit. While the rest of the Audit Organization may have been “clever” in masking and
concealing its biases, the documentation and the auditor clearly reveal a pre-meditated, pre-conceived
and presumptuous approach to this faith based organization and this audit.

The role and responsibility of the Audit Organization (BFQ) is addressed in great depth in the Yellow
Book. Excerpts fram the Yellow Book read as follows:

3.08 Personal Impairments: ltem (e) of this paragraph states that audit organizations -
among other things, must at a minimum, “.stress the importance of independence and the
expectation that auditors will always act in the public interest,..."

3.09 For example, the audit organization could remove that auditor or specialist from any
work on that audit or require the auditor or specialist to eliminate the cause of the persenal
impairment. if the personal impairment cannat be eliminated, the audit organization should
withdraw from the audit.

3.10  Audit organizations must be free from external impairments to independence. Factors
external to the audit organization may restrict the work or interfere with auditors’ ahility to form
_independent and objective opinions, findings, and conclusions,

3.12  The ability of audit organizations in government entities to perform work and report the
results objectively can be affected by placement within government, and the structure of the
government entity being audited.

The Yellow Book is unequivocal in requiring the "BFO" to stress the importance of independence and
paossibly, to remove the auditor from work on the audit: The failure to remove the auditor from the
audit and permitting him to continue his fieldwork until October 17, 2008 is perplexing. It is obvious
that “BFO" management did not at anytime view the auditor as impaired in his independence and
incapable of rendering impartial judgment. PFP believes in light of this fact, that "BFO" management
has always shared the auditor’s personal views and biases and as an audit organization collectively
compromised the independence, objectivity and neutrality of this audit and thereby has not acted in
the public interest.

7.04 Significance in a Performance Audit

The Yellow Book, in paragraph 7.04 defin;ags significance thoroughly,

7.04 The concept of significance assists auditors throughout a performance audit, including
when deciding the type and extent of audit work to perform, when evaluating results of audit
work, and when developing the report and related findings and conclusions. Significance is
defined as the relative importance of a matter within the context in which it is being
considered, including quantitative and qualitative factors. Such factors include the
magnitude of the matter in relation to the subject matter of the audit, the nature and effect of
the matter, the relevance of the matter, the needs and interests of an objective third party with
knowledge of the relevant information, and the impact of the matter to the audited program or
activity. Professional judgment assists auditors when evaluating the significance of matters
within the context of the audit objectives,

7
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Reprehensibly, the draft report ignores and omits important matters in relation to its findings. The
auditor and the “BFO" have been provided in-depth information by PFP, PWDC and the independent
Auditor and "BFO" has, conspicuously, chosen to not include "significant” information.

A sample of the significant factors and significant information that has been disregarded include but is
not limited to:

Finding 2

« Discussions of an “emergency nature” between PWDC and PFP occurred in May 2007. PFP
was requesled, and agreed, to develop the Snyder EARN Center. Without a contract, a letter
of intent or any contractual details (which was a wark in pregress at PWDC) — PFP, in good
faith, began servicing Snyder clients in early June, 2007.

e PFP acted in good faith in proceeding with a real estate transaction with a reasonable
expectation based on certain representations from PWDC requiring PFP to exclusively and
solely operate the Snyder EARN Center at this South Philadelphia location

* PFP was advanced $500,000 on August 30, 2007, subsequent to the close-out of the ECO7
contract. However, it was addressed by PWDC as a written modification, executed
September 12, 2007, to the ECO7 Earn cohtract stipulating.

s PFP assumed that since it did not have custody of these funds at the change of fiscal years,
upon disbursement on August 30, 2007, its usage was thus approved and sanctioned by
PWDC.

e Ciearly, this was a contractual "mishap” that created for PFP a contractual "catch-22" and
should have -perhaps- been addressed within the EC08 conlract framework which would ‘have
prevent this from occurring. :

Finding 3
* PFP consulted with and acted upon the advice of the Independent Auditor, a national firm.

s In the "BFQO" document, dated July 16, 2008 (Attachment 150), entitied Mid Audit Status
Conference, the last paragraph of Page 1, states, "Braunewell stated that PFP came up with
the salaries method and he went along with it although other methods could have been
used such as square footage®. (Mr. Braunewell is a principal of the Independent Audit Firm
used by PFP).

¢ Page 38 of the 2007 independent Auditor's Repaort states a $0 questioned cost.

Finding 5

* Page 14 of the 2007 Independent Audit Report states "PFP rents additional space from GEBC
for program activities under the two FOCUS programs in the amount of $16,000 per month per
program beginning July 2001.

o In the “BFQ" document, dated July 16, 2008 (Attachment 200), entitled Mid Audit Status
Conference, Paragraph 7, sentence 2 states, "Reilly commented that just because it's a
related party for financial statement purposes doesn't mean they are related for DPW
purposes or that rents are too high.” (Mr. Reilly is also a principal at the Independent Audit firm

engaged by PFP).

8
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« BETP and DPW have previously accepted the use of "fair market value" to determine rental
amounts, dating back to at least 2001. :

The above bulleted items constitute matters of "significance” and importance, add context and lend
credibility to PFP. Excluding this context from the summary and the narrative of the draft report,
results in a slanted, biased document. More importantly, it reveals that the "BFO’s" concept of
significance is limited and geared to support a set of pre-determined findings.

7.37 & 7.38 Criteria

Once again, the Yellow Book is particularly clear and specific in delineating the development and use
of criteria. Paragraphs 7.37 and 7.38 states,

7.37  Auditors should identify criteria. Criteria represent the laws, regulations, contracts,
grant agreements, standards, measures, expected performance, defined business
practices, and benchmarks against which performance is compared or evaluated.

7.38  The foliowing are some examples of criteria;

a. purpose or goals prescribed by law or regulation or set by officials of the audited
entity,

b. policies and procedures established by officials of the audited entity,

c. technically developed standards or norms,

d. expert opinions,

e. prior periods’ performance,

f. defined business practices,

g. contract or grant terms, and

The "BFO” seems to be wedded to the sovereignty and dominion of their narrowly determined criteria,
as if PFP functions in a vacuum, PFP has been in the welfare to work arena for many years and
several defined business practices have long been in place. The standards and norms that govern the
relationship with PWDC is an acceptable and relevant criterion. The expert opinion of PFP's
Independent Auditor and the fact that PFP consults and has sought their advice and counsel is a
malerial criterion that ought to be considered. The contract in place at the time between PWDC and
PFP should bear some weight. For instance, PFP MET the “"segregation" standard in the contract
because it maintained separate ledgers. The contracts under review also permitted the "carryover" of
program income, under certain conditions. The changes to the contract language took effect this
contract year. Hence, the absence of the use of fair and reasonable criteria - as defined in the Yellow
Book — contributes to a skewed report with improper findings.

8.02 Reporting Standards:

GAGAS states "The auditor may use the report quality elements of timely, complete, accurate,
objective... ... " Accurate, objective and complete are further defined in the Yellow Book:

a. Accurate: "An accurate report is supported by sufficient, appropriate evidence with key
facts, figures, and findings being traceable to the audit evidence Reports that are fact-
based, with a clear statement of sources, methods, and assumptions so that report users
can judge how much weight to give the evidence reported, assist in achieving

accuracy..........

b. Objective: "Objective means that the presentation of the report is balanced in content
and tone, A report's credibility is significantly enhanced when it presents evidence in an
unbiased manner and in the proper context. This means presenting the audit results
impartially and fairly. The tone of reports may encourage decisicn makers to act on the
auditors’ findings and recommendations. .. ...

9
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*“This balanced tone can be achieved when reparts present sufficient, appropriate evidence
to support conclusions while refraining from using adjectives or adverbs that characterize
evidence in a way that implies criticism or unsupported conclusions”

“The objectivity of audit reports is enhanced when the report explicitly states the source of
the evidence and the assumptions used in the analysis.”

"The report may recognize the positive aspects of the program reviewed if applicable to the
audit objectives. Inclusion of positive program aspects may iead to improved performance
by other government organizations that read the report. Audit reports are more ohjective
when they demonstrate that the work has been performed by professional, unbiased,
independent, and knowledgeable staff.”

c. Complete: Being complete means that the report contains sufficient, appropriate
evidence needed to satisfy the audit objectives and promote an understanding of the
matters reported. it also means the report states evidence and findings without omission of
significant relevant information related to the audit objectives.

This chapter discusses the reporting standards for performance audits. Attachment A details the litany
of statements in the draft report that are not accurate, objective or complete or "all of the above".
Statements are not accurate and frequently do not include a clear statement of sources, methods or
assumptions. As previously indicated, the written report does not meet any basic, minimal or
elementary standards of objectivity as defined in the Yellow Book. Glaring omissions, particularly of
matters of “significance” (as advanced in the Yellow Book) that provide context and the use of narrow,
selective and partial audit criteria (contrary to the specific guidance of the Yellow Book) have resulted
in a draft report that should be drastically modified if the "BFQ” intends to comply with generally
accepted government auditing standards.

While this part of our formal response may seem lengthy, it is filled with technical and procedural
citations taken directly from authoritative literature. it was our sincere desire to reference these
citations in the hope that those who read our response will cbtain a more detailed perspective of what
PFP believes the conduct of the audit should have been, what it actually was, and the draft report that
appears to have resulted from the '‘BFO's” noncompliance with it. We bring these items to those
ultimately making decisions because it is not only important for them to be made aware of our
concerns — it is equally important for us to voice them. We believed during the audit process and now
continue to believe in the exit process that this audit was conducted with clear biases and as such, is
subject to our belief that it was not performed impartially and independently. At our exit conference
held on January 8, 2009, those representing the state reiterated to us that any and all information we
couid provide that was additional to that already submitted would be taken into account when reaching
a decision regarding the disposition of this process. And yet, several days later, we were notified that
the state stoad by their decision-a statement made without allowing us the agreed upon time frame to

prepare our additional information.

We respectfully request that our respaonse to Part 1, contained herein, be carefully reviewed.

10
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ExHighT 100
Donna Powers

From: Pri [priseebadri

Sent: Monday, January 26, 2009 4:19 PM
To: Donna Powers

Subject: Fw: File Audit Follow Up

#1

—————— Original Message------
From: Danavan West

To: Dan Higgins

Cc: priseebadri_
Cec: Keith Harris

Cc: Donna Powers

Cc: Robin Eglin

Cc: Thomas Crofcheck

Sent: Oct 6, 2008 11:00 AM
Subject: File Audit Follow Up

Pan,

As a follow up to my email to Joe, I wanted to know if you would be available when we
meet. When we met on July 2, 2008, I had a chance to present to TIm and you, the nature

of the ECO8 contract and the differences with the ECO7 contract.

When you met with the PWDC staff at our site, on Friday, August 22,2008, when they
performed their file review, I had asked Mr,Seebadri to request that you stay for the
duration of the file review. I still remain unclear as to whether Mr. Piccolo and Mr.
Rausch and I , are on the same page. I think your presence will facilitate a more

effective and efficient meeting.

Thank you . I look forward to hearing from you

Donavan Sterling West
Director _

People For People Inc.

B0OO N. Broad Street (7th Flr)
Philadelphia, PA.19130

O: 215.235.2340

I

McCaln or Obama? Stay updated on coverage of the Presidential race while you browse -

Downleoad Now <http;//toolbar.aol.com/elections/download.html?ncidaemlweusdownOOO00001> i

Pri
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Donna Powers

From: pri [priseebadrici G

Sent: Monday, January 26, 2009 4:21 PM
To: Donna Powers

Subject: Fw. Fwd: Meeting With Piccolo |

#2

----- -Original Message------
From: Danavan West
To: Joe Piccolo

co: priseebadr. (G

Cc: Fatima R Benite:z

Cc: Keith Harris

Cc: Donna Powers

Cc: Rebin Eglin

Cc: Thomas Crofcheck

Cc: Timothy Rausch

Cc: Dan Higgins

Sent: Oct 6, 2008 10:40 AM

Subject: Fwd: Meeting With Piccolo !

Joe,

I sent you an email on Friday and came up to see you several times but I guess I missed
you. The security staff mentioned that you had left for lunch around 11:30. By the time
Harry called me when you got back around 2:30 p.m. I had left for a meeting. In any
event, please review the attached email sent to me by the PFP Data Manager, who met with

you last Monday.

Please shoot me any answers to her guestions that you may have in advance of us reviewing
the file exceptions from the ECO07 contract year. We are avallable any day this week. The

earlier in the week the better.

Best regards,

Donavan Sterling West
Director

People For Pecple Inc.

800 N. Broad Street (7th Flr)
Philadelphia, PA.19130 ’
0: 215.235.2340

F:

Download New <http://toclbar.acl.com/elections/download.html?ncid=emlweusdown00000C001> !

————— Embedded Message—-———-
From: "Fatima Benitez" <fbenitez@peopleforpeople.org>

-o: [ '
Date: Mon, 6 Oct 2008 09:36:58

Subiject: Meeting With Piccolo !

Good Moring Donavan,

Here is the update that you requested.
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1. I met with Mr. Piccelo on Monday, Sept 29, 2008. I reviewed with Mr. Piccolo the five
"exception files” and corrected two of the files which should not be exceptions. This was
for the file portion of their audit for the EC08 contract {target month = April 2008).

2. Mr. Piccolo took notes and documented our meeting accordingly. Regarding Ms.- 1
indicated to Mr. Piccolo = as you had directed - that their finding was accurate but a
"request for payment adjustment" was submitted to PWDC. Please follow up and provide Mr.
Piccolo and Mr. Rausch the supporting documentation, should they request it, that the
request for adjustment was submitted.

3. As per your directive, I provided Mr. Piccolo the opportunity to review four (4)

additional files that were n i iginal file list. They were
.With the same target month of April,

2008, the following four TANF recipients were not sent to us as part of the pre-populated
invoice, were not submitted or invoiced for and we have never been paid for.

In your absence, Mr. Seebadri explained to Mr. Piccolo that the "client level™ payment
system was far from perfect and the system itself has a consistent error margin. In my
estimate, having worked directly with this system of invoicing, there is an error rate
between 5-10 % every month.

In the first month of the EC09, there were at least 50 errors supplied to us in the
invoice by PWDC, and we are still finding more. Hopefully we will be properly compensated

eventually. However, the point that Mr. Seebadri was making to Mr. Piccolo — and I am not
sure he grasped - since he initially hesitated reviewing the additional files that I

provided him. The point that Mr. Seebadri was making to him — and I agree with is that the
system has many errors that come from PWDC and it probably balances out in the end,

4. I did not have the list of 7 files that had exceptions from the ECO7 contract (target
month = June 2007) and did not participate with Mr. Piccoleoc or Mr. Rausch in that review.
I have the files and am available to review them with Mr. Piccolo and Mr. Rausch at their
convenience. However, I am requesting some information. Please could you have them provide
more detail in writing about what these "file exceptions" are about so my staff person can

be more helpful.

I am not sure that Mr. Piccolo and Mr. Rausch are aware of the following:

ECO7 and ECOB8 contracts are different
ECO7 contract does not include retention {1 month, 3 month, 6 month)

4]

]

@ There are no retention payments under ECO7 contracts,

@ Retention payments began in the ECO8 contract (starting July 1, 2007}
%]

There were no invoices generated by PWDC under EC07 contract.

We did not validate'any data for payments under the ECO7 contract.

&
@ PWDC did not establish any data, file, or process requirements under ECQ7 (as under
EC080

P We were not paid "per client" under ECO7 (like we are under ECOB). We were paid at a
"program performance level"”

Please let me know how I can be of further assistance.

Fatima Benitez
Information Systems Management Coordinator
Ridge & Snyder EARN Center
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ExtHiBiT 150

Peaple For People
Mid Aundit Status Conference
July 16, 2008

Dan and Tim meet with the independent anditing firm, Larson Allen. The meeting began
at 10:00 am and ended at 11:40. Those in attendance signed in at W/P 3A2

Dan gave a brief infroduction deseribing background and goals.

Internal Control Jssues were noted i1112/06 Report. Dan asked what additional procedures
were enacted in 12/07 audit. Braunewell stated that PFP’s Controller had insufficient
support and this caused problems with books and records and thqt these Internal Control
deficiencies continued through 12/07. Elgin stated that he was the Coniroller before
present one took over in late 2003 or early 2004. Elgin created an accounting system
where none existed before.

Braunewell did not know when 12/07 audit will be completed since he is waiting for a
revenue confirmation and reconciliation from PWDC and the results of BFO’s audit

Carryover Expenses for Ridge & Snyder were not paid nor incurred. Braunewell wants
to see expenses through 12/07 to determine if the carryover was expended subsequent to
our audit period ended 6/07. No decision has been made at this time as to how the
advance cash is to be reported. Tim stated that cost report should be amended down by
$667,000 for 6/07 and stated his understanding that PFP’s Mr.Pri suggested that such an
amendment would be an option PFP would consider during the 7/2/08 meeting.

Braunewell stated that cash was not segregated. No decision

Rent to Greater Exodus, who is a related party, should be limited to lesser of cost or
market. Reilly commented that just because it's a related party situation for financial
statement purposes doesn’t mean that they aré related for DPW purposes or that rents are
too high. Tim stated that if outside directors of PFP exercised proper oversight, it would
“be evident in the Board of Director Minutes that rents were set a FMV or at costs value
for Greater Exodus. BFO want s to examine underlying costs to limit reimbursement
such that no profit accrues to a religious organization.

Occupancy Costs for 800 North Broad Street included a $400,000 off books adjustment

representing a 50% allocation from PFP otherwise unallocated expenses. BFO stated that
it is necessary to vouch expenses and then to analyze the method of allocation based on

salaries. It was suggested by BFO that square footage -allocation would be the best

method of allocating building costs, Braunewell stated that PFP came up with the

salaries method and he went along with it although other methods could have been used

such as square footage. PFP is to draft a narrative of why payroll was used although

Braunewell understands that this method was employed because EARN Program clients

move around and use other pacts of the building in addition to the dedicated space.
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People For People, lnc.

Attachment A

List of Disputed Statements

PFP s a not for profit corporation with business offices, banquet and meeting room facilities, a Child
Care Center, a savings and loan association, a Charter School and two Philadelphia County District
EARN Centers located at 800 North Broad Street, (Page 2)

People For People, Inc.; People For People Community Development Credit Unlon and People For
People Charter School are all separate 501 © 3 entities.

Philadelphia, PA 19130. Classroom space is also rented from Greater Exodus Baptist Church
(GEBC) at 712 North Broad Street. GEBC is a refated party (Page 2)

People For People, Inc. and GEBC do not have common control. This Is completely refuted within the
text of PFP's formal response,

PFP should not expend revenues generated from the EARN Program on non EARN Program Expenses.
{Page 3)

BFO agreed to remove statement in January 8, 2009 conference,

Allocate compensation based upon actual time spent on the EARN Programs as compared to all of PFP's
endeavors. {Page 3)

Assertion refected. PFP is in compliance,
PFP should not request reimbursements for contingent future liabilities. (Page 3)

PFP asserts that this is a misstatement of the facts and adds further support within the text of PFP’s
formal response,

Implement a better system to identify postings to the general ledger for CCC revenues. (Page 3)
Assertion refuted. PFP states that this recommendation Is wholly unsubstantiated,

The PWDC should make the necessary adjustments to recover the $667,456 for the contingent
liabilities inappropriately billed by PFP. (Page 3}

PFP objects to the use of “inappropriately billed”. This is a repeated assertion that is not consistent
with the facts of the situation.

. HERBERT:H, LUSK; Il PRESIDENT

. 800 NORTH BROAD STREET SUITE 700 PHILADELPHIA PENNSYLVANIA 19130+ TEL 216.235.2340+FAX 215. 235 8345 'WWW PEOPLEFORPEOPLE ORG
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10.

11.

12.

13.

14.

15.

16.

17.

PFP also operates a charter school, a saving and ioan association, a day care facility, a banquet facility and
various other smaller programs. It is presently planning to develop a community center and senior citizen
center. (Page 7)

Please see Note 1 above

EARN. Notwithstanding these contractual prohibitions, PFP commingled EARN cash and dishursed those
funds, in part, on non EARN Programs. (Page 9)

This is both an incorrect and unsubstantiated statement. {1} PFP, Inc. is in full compliance with Part A,
Paragraph 5, Subparagraph (b) because PFP maintained and continues to maintainseparate ledgers.
And (2) PFP, Inc. Is in full compliance with Part A, Paragraph 5, Subparagraph (e) because it did not use
funds for the support of any other program/s. This Is a reckless and unsubstantiated assertion.

PFP Invoiced PWDC on a monthiy basis. (Page 10)

Onty the seventh floor of the eight floor building is devoted to the EARN Programs {Page 11)
This is incorrect and further substantiated in the text of PFP’s formal response,
Any use of the other floors by EARN clients or staff would be incidental and not continuous. {Page 11)

This is an untrue statement. The 8" Floor is reserved during the week {during business hours) for EARN
activities.

In addition to the allocation issue described above, BFO found discrepancies in the total expenses fo be
allocated. Copies of the BFO's summaries were provided to management but no comments were received,

{page 11) '

This is an incorrect statement. A comprehensive explanation was provided to BFO. {Re-submitted)

GEBC is related to PFP by reason of common control. The Pastor of GEBC is also the President
and Chief Executive Officer of PFP. (Page 12)

PFP disputes this statement. See Note 2 above.

One van traveled mostly for EARN business. One van traveled mostly for church and non EARN
matters. The third had mixed usage (Page 12)

This is an incorrect stafement. Vans are used for EARN only.

The amounts confirmed were reconciled to the attendance sheets kept by PFP. However, the
revenue posted to the general ledger was more than $450,000 higher than the amount paid and

reconcited.(Page 12)

This is an incorrect statement.

2
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Part 2

A substantive response to the draft findings including actions taken, actions in progress
and actions to be taken in order to comply with the report recommendtions. Please note
that this part is inclusive of Attachment A.

Following is the response and PFP's Corrective Action Plan in connection with the Schedule of Findings
as required to be reported in accordance with the "draft” performance audit report prepared by the DAR
for fiscal years ending June 30, 2007 and June 30, 2008.

Finding — 1: Internal Controls
{Please see Attachment A — Finance Department Organizational Chart)

People for People, Inc. (PFP) had recognized that the additional funding they had received in the last
several years caused a considerable amount of overload in their financial department and acknowledges
the condition and auditor's recommendation. Inasmuch as PFP recognizes the importance of accounting
for and monitoring each of the Organization's programs in accordance with generally accepted
accounting principles (GAAP), Office of Management and Budget Circular A-122, Office of Management
and Budget Circular A-133, and the Cammonwealth of Pennsylvania, Department of Public Welfare's
Audit Manual, they have taken the following steps:

* Earlier this year and prior to the field audit conducted by the Pennsylvania Department of Public
Welfare, the management of People for People, Inc. had made the decision to expand their
fiscal personnel to inciude a Director of Finance and an assistant to the Director of Finance in an
sustained effort to more efficiently and effectively manage the finances of the Organization,
Management immediately began a search for persons with the appropriate resumes to
effectuate this plan. Shortly thereafter, the Department of Public Welfare began its fieldwork.
Even though the then Centroller had just recently suffered the death of his mother, in an effort to
work with the Department's auditors, PFP.'s management agreed to the field audit and its
timeframe. While enmeshed in the original audit and then its added scope of an additional year,
PFP continued their search for quality additions to their fiscal personnel.

« PFP is happy to report that they have hired a gentleman who has an MBA and a BA in
accounting to their Finance team. They further hired an outside consultant (CPA) who has
extensive experience in nonprofit auditing and accounting and who will provide ongoing
consulting services to the Organization, to assist them in their efforts to grow the QOrganization in
the realization of its mission. In addition, the Organization continues the use of a well-know and
respected Chief Financial Officer, who along with the Board of Directors, will aversee the daily
operations of PFP. Finally,the Organization has just hired a Compliance and Financial
Reporting Officer (copy Ofam attached and marked as Exhibit "N") who
was, in fact, recommended oy . will be charged with implementing the new
procedures that will address concerns regarding the management of the books and records of
the Organization, in compliance with the above mentioned circulars and authoritative literature
are being implemented and will be functioning shortly,

HERBERT H. LUSK, I, PRESIDENT

800 NORTH BROAD STREET, SUITE. 700, PHILADELPHIA, PENNSYLVANIA 191304 TEL 215,235,2340+FAX 215.235.3345owww.zso%LEF%PEopLE.ORG
: acnmen
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+ [tis their firm commitment that PFP continue’ their growth, fully aware of the needs of the
Organization in the finance area and the hiring and maintaining of requisite personnel to achieve
their goals. Allocation methods, compliance with local laws, regulations and contracts are
primary to their ongoing growth and these areas of the finance department’s procedures will be
fully reviewed and adjusted as necessary to reach total compliance with alf funders in the future.

" Finding - 2a: Earn Center-Snyder Start-Up Costs $500,000

{Please see Attachment B — Scheduile of Expenses)

The Organization disagrees with this finding and its wording. It is the Organization’s firm statement that
they did not request reimbursement for future Ridge District and Snyder Avenue expense that had not yet
been incurred in the manner so stated. In an effort to shed additional light on this subject and the
waorkings of this particular program, the Organization would like to share the following information. Before
there was ever a Ridge Avenue District or a Snyder Avenue Dislrict, the Organization obtained the EARN
RFP (Request for Proposal) from Contract from the Commonwealth. In connection with that RFP, the
Crganization responded with various documents and floor which are contained herein and marked as
Afttachments H and . These documents clearly show the architectural plan for the renovation of the
building which exists at 700 N. Broad Street. Upon being awarded the contract for the EARN Center, the

-Organization began renovations on the building located at 700 N. Broad Street, with full intentions of

creating and operating a new EARN Center in that location. During the year ended June 30, 2007, costs
were incurred in that project for renovations and construction. These costs are documented on Exhibit C
which accompanies this response. It should be noted that a total of $296,387 was incurred between July
1, 2006 and June 30, 2007. Please note that dates shown on Exhibit C are "paid” dates rather than
“incurred dates".

As stated above, the proposed use of the 700 building dates back to the Organization's proposal in 2005
for an EARN Center. Attached are the two Exhibits (H and 1) which were part of the Organization's
original proposal that demonstrate the Organization's intentions fo meet the space and capacity needs of
a high volume EARN Center.,

In furtherance of their commitment to the Commonwealth and at the Commonweaith's request, in April

2007, the Organization agreed to and began servicing clients who were originally being serviced from the

South Philadelphia County Assistance Office (commonly now know as the Snyder Avenue District) as
quickly as they couid. This was a joint and agreed upon project between the Organization and the
Philadelphia Workforce Development Corporation (PWDC) which ultimately engineered the contract
modification noted above in the Summary. The Organization projected an amount of funding that they
would need to start-up the project and to make themselves financially whole as a resuit of the prior year
spending on the 700 N. Broad Street building. The Organization recognizes that the funds were finally
received in August 2007, two full months after the year end of June 30, 2007 and not as separate
contract. During the period immediately following the Commonwealth's EARN Contract's year end of
June 30, 2007, the Organization began an active search for a building located south of City Hall in
Philadelphia to service the South Philadelphia clientele, at the Cormmonwealth’s request. The search for
this building took several months and the time of several management personnel of PFP but finaily, in
early 2008, the building located at 1226 S. Broad Street was purchased. Again with the intention of
creating a new EARN Center in South Philadelphia the Organization paid for the initial down payment on
the building and an additional $90,000 for-leasehold improvements to that building to make it code
compliant (Please see attached Exhibit "0"). Moreover, the Organization was charged rent for use of the
building from February 2008 forward. These costs, although recognized clearly by the Organization did
not occur within the fiscal 2007 contract deadline, are shown on Exhibit B attached. The Organization
acknowledges that there was a considerable amount of misunderstanding in the undertaking of this
praject on the part of the Organization. It was not then and never has been the intention or case that the
Organization would use any EARN funds for anything other than the EARN project. The Organization fully
recognizes the timing difference and assures the Commonwealth that these types of communication

2
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errors on the Organization’s part will not occur in the future; however, the Organization would further state
the there are many levels of ambiguity in the cantract language itself and there is continued hope on the
Organization's part that the Commonweaith will also review this detail and hopefully, reword the language
to make it clearer for thosé who sign it. We would further point out to the Commonwesith that
construction on the 700 N. Broad Street building continued into the fiscal 2008 contract, the total of said
costs being $194,436 as shown on Exhibit C.  We would like to reiterate that these costs were not
included on the report submitted to PWDC at the year-end because they were posted to the
Organization’s  balance sheet during the periods ended June 30, 2007 and 2008. The Qrganization
recognizes that there may have been errors in reporting by not including valid costs that were incurred
during the timeframes in question, albeit not in the specific contract year that they should have been
spent. Altached and marked as Exhibit D is a schedule showing the breakdown between the expenses
incurred in both fiscal years ended June 30, 2007 and June 30, 2008, respectively.

The EARN Program was new in 2006/2007 and the language in the contracts was not as clear as it could
have been as we have stated, The Crganization acknowledges that there was confusion in their
understanding of the wording of the contract but sincerely used all funds received by Commonwealth for
their intended use. We request that the Commonweaith consider this information in their final report.

The Organization requests that this finding and recommendation be removed. The Organization provides
the following additional context which is significant to this matter.

Background and Statement of Facts:

1. Discussions of an "emergency nature” between PWDC and the Crganization occurred in May
2007. The Organization was requested, and agreed, to develop the Snyder EARN Center.
Without a contract, a letter of intent or any contractual details (which was a work in progress
at PWDC) - the Organization, in good faith, began servicing Snyder clients in early June,
2007.

2. The Organization was advanced the amount of $500,000 on August 30, 2007, subsequent to
the close-out of the ECO7 contract. However, it was addressed by PWDC as a written
modification, executed September 12, 2007, to the ECO7 EARN contract .

3. In retrospect, this was a contractual “mishap” that created for the Organization a contractual
"catch-22" which had the language within the EC08 addressed the additional funding,
perhaps the "mishap” could have been avoided.

4, All new EARN Centers were advanced "start-up” resources at varying funding leveis. The
Organization requested and was granted an increased advance because of the stipulation
that the Snyder EARN Center be located in South Philadelphia, thus requiring a two stage
client transition. The immediate transition of Snyder clients occurred in June 2007 and a
second transition was to occur once suitable space was identified in South Philadelphia.

5. Suitable space meant public transportation accessible, ADA compliant, having the
appropriate classroom environment, preferably requiring little to no renovations and the other
space attributes that would be conducive to an EARN Center operation.

B. From an accounting perspective, the Qrganization treated the advance in this manner; as a
modification to the ECO7 contract for Snyder Client Services. Oral and written conversations
took place between management at PWDC and management at the Organization in which
the entire "idea" of transitioning Snyder clients to the Organization's administration was
conceived and the Organization, in furtherance of their commitment to the program, went out
on a search and seek mission to accommodate those TANF clients by finding a suitable
property, south of City Hall, in which to service them. This was done with the full knowledge
and support of PWDC.

7. The Organization was successful in locating a suitable property and building in the fall of
2007, The Organization made a $90,000 payment for leasehold improvements, and a
security deposit for $10,000 was made in February 2008, and the [ease between Greater
Exodus Baptist Church (GEBC) and the Organization was entered into for the use of 1226 S.
Broad Street. There was never any indication that PFP, as a separate corporate entity and
subprovider to PWDC for EARN programs, was to PURCHASE the building located in their
own name. PWDC was aware that GEBC was the entity which purchased the building and

‘which entered into a lease agreement with PFP to rent the space.
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8. Since then, the Organization has accrued, and will continue to accrue all rentat and other
related lease expenses through September 2008 and thereafter until the Organization can
properly dispose of this lease. The Cammonwealth is aware of this issue but has not advised
the Organization of how it will fund this purchase in the future.

9. The Organization represents that it has expended the $500,000 in accordance with the intent
of the Contract modification, that all funds expended were for EARN program-related costs
and that at no time has the Organization expended these funds inappropriately. The
Qrganization will work with PWDC and DPW to resolve this.

10. We would also point out to the Commonwealth that there is a huge variance belween the
-amount that the independent audit report ($94,000} and the draft audit ($250,000-$260,000)
that has been questioned with regards to the rent issue.

Finding 2-b: Accrued Ridge Expenses
{Please See Attachment B — Schedule of Expenses)

The Organization disagrees with this finding and the “draft” report's recommendations.

The Organization is requesting that it be permitted to revise its cost reporting for this period to include
accumulated costs that were within the parameters of the ECO7 contract.

The Organization is of the opinion that it properly expended all, if not more than the contract funds and
there should not have been any accrued Ridge expenses. These expenses were not previously charged
in the expenditure reports to PWDC because, under generally accepted accounting standards, certain
Organization expenses were capitalized, and the Organization’s Controller posted them appropriately.
However, under the regulatory basis of accounting, which should be done for DPW reporting purposes,
these costs should have been expensed.

Finding -3: Building Fxpense Allocation

The Organization acknowledges and accepts that the approach chosen by the Controller was not the
most reasonable or prudent method. In the ECO9 contract year, the Organization will use a more
conventional appraach, with a prior approvai from PWDC.

The above finding was the result of a methodology used by the Organization’s Controller in allocating
indirect expenses of occupancy charges to the EARN Center. Whereas the Commonwealth has argued
that only one floor was used to house the EARN Pragram, we dlsagree In addition to the entire 7° floor,
a goodly portion of the 8™ floor and the conference room on the 1 floor are used exclusively to administer
the EARN Program. PFP calculates a total of approximately 13,000 square feet in the 800 North Broad
Street building is used for the EARN Program. Using the fair market value of rental expense for similar
educational facilities in the area, we believe that the Organization has exceeded the amount charged to
the EARN Program. The Organization submits a schedule (Exhibit G) of the fair market value of rental
expenses in the area. The total square footage claimed is 18,600 and the total fair market rentat value

per annum is $303,421.

However, for the record, the Organization wishes to dispute the report's conclusions about building
usage. The EARN Centers have two floors that are dedicated to EARN activities and operations during
the week, (7" and 8" floors). Additionally, the 1% floor conference room is dedicated to EARN, the 1%
floor cafeteria is shared with childcare employees and the basement is used approximately 50% for
storage, archiving, etc. The report is only partially correct about the level of EARN usage on the 8" fioor.
The floor is used for large orientation groups, as an overflow area, EARN client engagement events,
external auditors (BFO, PWDC) and the Presidential Room is used almost daily by the Organization's
internal file and reconciliation team. Although the schoo! shares the building, the schoot day ends at 2:45
p.m. whilst the EARN Center is open Monday through Friday from 8:00 a.m. to 8:00 p.m. and on
Saturdays from 8:30 a.m. to 2:00 p.m.
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The Organization is requesting that PWDC/DPW defer to the independent auditer's report that identified
this item with a $0 questioned cost (Larson Alfen Audit Report, page38). Hence the Organization clearly
accepts the finding - but is requesting the specific recommendation for PWDC to obtain financial recavery
be removed or medified. The Organization is respectfully requesting the above resolution for the
following reasons: '

» The Organization did not violate any terms of their contract with PWDC.

> LarsonAllen performed the Organization's audit in compliance with the Commonwealth's
requirements and Federal OMB Circular A-133 and expressed their independent opinion of a $0
questioned cost.

> As a demonstration of due diligence, the Organization's Controller sought the opinion of two
Certified Public Accountants (CPA) prior to performing this allocation methodology. This includes
the counsel of the firm that performed this audit.

» Implementing the recommendation of the DAR “draft’ report will adversely affect the

" Organization's program operations in general and the EARN Center, in particular.

Finding -4: 2% Occupancy Allowance

PFP asserts that the additional charges made were not duplicated. The charges that the Commonwealth
maintains were duplicated actually were remaining costs AFTER direct charges had been posted to the
individual programs that the Organization administers. However, the Organization asserts that the actual
square footage used (as shown in the attached analysis} will indicate that the square footage multiplied
by the fair market value of rent exceeds the amount and therefore, the amount charged is actually less
than the amount allowable under the contract guidelines. Please refer to Exhibit G.

Finding -5: Rent

{Please See Attachment C - Fair Market Value Comparative Analysis)

(ORGANIZATION (PFP) Board of Directors, Greater Exodus Board of Deacon Roster and Copies of
Minutes provided to PWODC, PFP's original incorporation data, Letter from the Chairman of the Board of
Deacons of GEBC and copies of two (2} emails submitted separately for review)

Prior to this audit, the related party notion has been used "loosely” because it's level of "significance” was
marginal and were assumed for financial statement purposes only. (The Organization refers to
“significance” as defined by GAGAS). Its level of “significance” has changed, firstly, because of the
Commonwealth's approach to not formulate audit criteria consistent with GAGAS standards. According
to GAGAS, audit criteria should include defined business practices, norms and standards, expert opinions
and program performance. Secondly, its level of “significance’ has changed because of the Audit
Organization’s (BFO) commitment to the beliefs, opinions, preconceived ideas and limitedly reasoned
thoughts of its auditors as a substitute for audit criteria. The term "Related Party” has emerged as an
assumption, unquestioned and unproven and absolutely subjective.

Mr. Rausch and Mr. Higgins have stated that the parties (PFP and GEBC) are related because Reverend
Lusk is the Pastor of GEBC as well as the President and CEQ of PFP. Mr. Crofcheck, in a meeting on
January 9, 2009, referenced a statement he had seen on a website. Mr. Crofcheck further voiced his
opinions and conclusions about leasehold improvements. (This is consistent with the unsubstantiated
and preconceived “related party” conclusion stated in the audit objective and the pattern of comments and

statements by BFC auditors).

tn an email dated January 12, 2009 from Mr. Crofcheck to Mr. Higgins, which was then ferwarded to
PFP's outside CPA consultant (shown as Exhibit J), the Commonwealth states that People for People
{(PFP) is required to follow OMB Circular A-122. Further, in an email dated October 9, 2008 {Exhibit K)
from Mr. Higgins to PFP's outside CPA consultant, Mr. Higgins states that "It is DPW and BFO position
that related party rent is to be reimbursed at the fess of fair market value or actual cost. This conclusion
was reached after discussions with the Office of Income Maintenance (OIM). The contract between
PWDC and state agencies requires subcontractors TO BE IN COMPLIANCE WITH OMB CIRCULAR A-
122, "Cost Principles for Non-Profit Organizaticns.”
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It is the Organization's position that the legal standard determining "related party" lies in an objective
standard of “"common control”. Aithough perceived to be, the thread of "common control” does not exist.
These entities are, by legal and Organizational requirements, governed hy their own individual governing
boards. There is no "common gaverning” or “common control” with these entities. itis PFP's position that
ane must first prove the “related party” issue exists before one can stipulate the manner in which costs
can be reimbursed. Although under Generally Accepted Accounting Principles {(FASB No. 57 Related
Party Disclosures), the definition of related parties includes “its management” and “a related party if it can
significantly influence the management or operating policies of the transacting parties or if it has an
ownership interest in one of the transacting parties and can significantly influence the other to an
extent that one or more of the transacting parties might be prevented from fully pursuing its own
separate interest.” The Organizaticn acknowledges that Pastor Lusk is considered a related party by
definition under SFAS 57 because he is the President of PFP and the Pastor of GEBC. It can be
PERCEIVED that he has significant influence on both organizations BUT he cannot significantiy
influence one or the other to an extent that one or the other transacting parties might be
prevented from fully pursuing its own interest. To be honest, both of these entities have separate and
distinct interest and although it may APPEAR that the Reverend is reaching his arms out to the North
Philadelphia community and using language on a website that might APPEAR to sound as if the entities
are one and the same, we respectfully state that this is 2 man who is a visionary and who is able to bring
in the community peaple by showing them that his only intention is to help and assist them, whether it be
‘by preaching from his pulpit to their spiritual needs or helping to start and oversee an organization that
helps them with their physical needs through job training and placements. Again, two distinct, separate
ends to a community that needs help in achisving them. The Commenwealth is unfortunately taking the
position that Pastor Lusk is somehow influencing one of these two entities from pursuing their own
interests. With all due respect, how can anyone influence a Church from administering to the spiritual
needs of its flock by overseeing a nonprofit entity who is administering a program, funded by a
government, which helps people to learn trades? It is illogical to impose this finding on PFP because the
reasoning used by the Audit Organization makes no sense. At the January 8, 2009 meeting, Mr.
Crocheck and Mr. Higgins both pointed out that there are related party disclosures contained within the
text of PFP's independent audit. This is a true statement; however, these disclosures are contained
under the guidance of SFAS 57 and not OMB Circular A-122, By identifying GEBC as a related party, all
that the disclosures do is include the nature of the relationship, the descripticn and dollar amounts of any
transactions that occur between the two and the amounts that are owed to and/or from the entities on the
balance sheet. This does not indicate that the entities are under common management control but,

instead, are written for disclosure purposes.

Under OMB Circutar A-122, in addition to the Circular's generai principles, included in Appendix B,
paragraph 43 specifically provides guidelines for rental costs of building and equipment. Such costs are
allowed to the extent that rates are reasonable considering comparable properties, market conditions,
other alternatives available, and the leased property. However, the rental costs under “less-than-arms-
length” leases are allowable only up to the amount that would be allowed if the nenprofit organization had
title to the building. Inasmuch as PFP owns the building located at 800 N. Breoad Street, this would
include expenses such as depreciation or use allowance, maintenance, taxes and insurance. Further
stated in paragraph 43, “a less-than-arms-length lease is one under which one party to the lease
agreement is able to control or substantially influence the actions of the other. Such leases include, but
are not limited to those between divisions of a non-profit organization; non-profit organizations under
common control through common officers, directors or members; and non-profit organization .and a
director, trustee, officer, or key employee of the non-profit organization or his immediate family, either
directly or through corporations, trusts, or similar arrangements in which they hold a controlling inferest.”
PFP hereby represents that neither PFP nor GEBC are able to control the other party. This is supported
by the items enumerated in the next paragraph. None of the examples as shown in paragraph 43 of OMB
Circular A-122, Appendix B, describe the relationship between PFP and GEBC. We submit that the
determination of the statement that this is the case is a subjective one and should not be allowed in the

findings as stated. :

6

Attachment 1
Page 24 of 93



The Organization and the church are:

Separate and distinct entities and NOT divisions, affiliates or components of one another

Governed by separate Boards: a Board or Directors and Board of Deacons (Reverend Lusk is NOT a
member of the Board of Deacons)

Governed by Boards with no common or overlapping Board members

The minutes of both these entities have always been available to the Commonwealth and copies of such
have been provided to the Commonwealth and receipt has been acknowledged by BFO.

As indicated, the Organization has submitted both the minutes from the meetings of the Board of
Directors of the Organization and minutes from the meetings of the Board of Deacaons from the GEBC as
well as a detailed analysis of fair market value fro rental properties in the vicinity of 800 North Broad
Street (Exhibit G) and assert that since the Board of Director minutes and Board of Deaccn minutes
clearly show that these are separate and distinct entities, that the Commonwealth itself has written that
PFP is to follow OMB Circular A-122 in submitting costs for reimbursement and based on the informaticn
submitted in writing above, they are not related parties and therefore, PFP is justified in charging the fair
market value of rent to the EARN Program for the square footage occupied by the EARN Center during
the years in question. (A rent structure that is a "defined business practice” and been in place since 2001
with DPW, as indicated on page 14 of the Organization's 2007 Independent Audit report). Once this
calculation is determined, The Commonwealth will note that the fair market value of rent far exceeds the
actual cost and therefore, nullifying this finding.

We also submit herewith a letter (Exhibit L} from _ Chairman of the GEBC Board of
Deacons which further explains that there is a total lack of related party issues between GEBC and
People for People. Also attached is Exhibit M which is a copy of the incorporation data of People for
People, inc. We respectfully request that you inciude these documents as further evidence of our

position.

The Organization, after revisiting this matter, is requesting that annual rent to GEBC be permitted up to a
maximum of $240,000 annually or $20,000 per month. The Organization will facilitate PWDC recovering
rent-paid to GEBC in excess of $240,000 for the ECO7 and ECO8 contracts. The Organization reiterates
the following reasoning to support its position.

» Page 14, Note 9 of the Organization's independent audit, paragraph 1, sentence 2 sates

“ORGANIZATION rents additional space from GEBC for program activities under the two FOCUS

programs in the amount of $16,000 per month per program beginning July 2001".

The Organization has managed SPOC and JRARRE programs under contract with BETP as far

back as 2001. .

In approximately, 2002 and under the David Florey BETP administration, this matter was

questioned and put to rest with the acceptance and approval of BETP.

BETP and DPW have previously accepted the use of "fair market value® to determine rental

amounts.

> The Organization argued then and is re-submitting the position that fair market value is
appropriate because The Organization and the church DO NOT have "common controf”.

Y

v

Y

Clarification:

The Organization is further arguing that "fair market value" is the only fair, reasonable and equitable
method to determine rent. The finding contained in the “draft" report regarding rent is in error and, at a
minimum, unfair. (For the record, The EARN Center's space usage significantly exceeds the 50%
identified in the report and the underlying costs are substantially greater than that identified in the draft
report) The Organization disagrees with the finding of a questioned cost and also disagrees with the
methodology used to determine the rent, the amount of the questioned cost and the calculation used to
derive the amount of the questioned cost.
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tn not having the opportunity for a closing conference, the Organization understands what the Department
is stating regarding the usage of gasoline by Church vehicles for EARN Center clients, we are unable to
tie back to the State’'s amount of cost times 50%. Mr. Rausch was provided expansive and extensive
documentation (several binders) because the Organization documents on a “trip level” and these
transportation manifests were provided to Mr. Rausch. It is the Organization’s beitef that this
decumentation was not thoroughly reviewed. In an effort to be fair to the findings of the State and since
we are unable to reconcile our amounts to the State, PFP cannot reasonably comment on this guestioned
cost of $5,634 having no viable evidence on how it was derived. The Organization’s belief is that the

finding is incorrect.

Finding -6: Salaries

The Organization understands that the BFC believes that two employees’ salaries and related benefits
were inappropriately charged to the EARN Program. The Organization disagrees. The employees
identified devote 100% of their time to the EARN program and the Organization's records do not
substantiate the BFO belief and therefore the Organization rejects the questioned cost of $35,958.

Finding -7: CCC General Ledger Entries

The Organization disputes this finding and since the closing conference referenced in this draft report on
Qctober 17, 2008, did not occur, the Organization did not have the apportunity to refute this finding.

Observation

A ruling has been requested in regard to certain checks that were issued and were outstanding for more
than 90 days.

Response:

The Organization maintains that the checks in question were, in fact, EARN Center expenses. The
Organization has determined that none of these checks were voided and re-issued and that the
Organization is within the Commonwealth of Pennsylvania's Escheat Law period of two years and
therefore, are not required to return the funds to the state. The Crganization is of the belief that these
checks will be cleared in the future and has moved them to an outstanding liability account on the books.
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EXHIBIT B

PEOCPLE FOR PEQOPLE

CHARGES RELATED TO SNYDER AVENUE EARN CENTER
BUILDING PURCHASED AT 1226 S. BROAD STREET

FOR THE PERIOD JULY 1, 2007 THROUGH JUNE 30, 2008

Rental Income Charged to PFP by GEBC
Note: Rent has been accrued through September 2008
because DPW audit not yet complete

Security Deposit Paid by GEBC for 1226 S. Broad Street

Deposit on 1226 S. Broad Street Paid by PFP
and posted as a capital expense

Total Expenses Not Previously on PFP/EARN Center G/L

Note: $ 10,158 of expenses were incurred in June 2007
for the Snyder Avenue Earn Center - these expenses
were charged to the 2007 Earn Contract and as such, do
not specifically appear as charged to Snyder Avenue.

$ 84,000
$ 10,500
20,000

$ 184,500
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PLEASE NOTE THAT EXHIBITS “E” AND “F” HAVE ALREADY BEEN
SUBMITTED AND IDENTIFIED AS COPIES OF THE MINUTES OF THE
BOARD OF DIRECTORS OF PFP, INC. AND THE MINUTES OF THE BOARD

OF DEACONS OF GEBC
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EXHIBIT H

PEOPLE FOR PEQOPLE
SCHEDULE OF AUDIT ADJUSTMENTS, AS PROPOSED BY THE STATE
WITH RESPONSE AMOUNTS INDICATED

Snyder District Expenses

Ridge District Expenses

800 North Broad Common Expenses
800 North Broad-2% Cccupancy
712 North Broad-Rent to GEBC
Transportation Expense to GEBC
Salaries-Incorrect Allocation

Voided Checks

Less: Expenses Related to
12286 S. Broad Strest

Less: Construction Costs at
700 N. Broad Street

Less: Fair Market Value of Rental Property in Vicinity
of 800 N. Broad Street-18,600 sq. ft used

Less: Fair Market Value of Rental Property in Vicinity
of 712 N. Broad Street-20,000 sq. ft used

Less: Amount Claimed for Carpet Replacement

Less: Amount of Voided Checks Above

June 30, 2007

June 30, 2008

$500,000 $0
167,456 -
292,155 280,339
10,062 44,521
240,130 254,088
- 5,634
- 35,985
. 12,729
1,209,803 633,296
(184,500)
(296,387} (188,666)
(303,413) (303,413)
(326,250) (326,250}
(13,461)
- (12,729)
$283,753 -$395,723

Followingr the above calculations, it would appear that the State, over a two-year period,

was undercharged by PFP by $ 111,970,
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Donna Powers

From: Higgins, Daniel J. [dahiggins@state.pa.us}

Sent: Thursday, October 09, 2008 9:25 AM

To: Donna Powers

Subject: FW: RENT: Cost versus FMV: Let's put it to rest and move on.
Thank You,

Daniel Higgins

————— Original Message-——--

From: Higgins, Daniel J.

Sent: Thursday, October 09, 2008 9:23 AM

To: 'priseebadri@ FE

'; 'kharris@peopleforpeople.org'

Cc: Crofcheck, Thomas P; Rausch, Timothy N.; Piccolo, Joseph L.
Subject: RE: RENT: Cost versus FMV: Let's put it to rest and move on.

It is DPW and BFO position that related party rent is to be reimbursed at the lesser of
fair market value or actual cost. This conclusion was reached after discussions with the
Office of Income Maintenance (OIM).The contract between PWDC and state agencies requires ®
subcontractors to be in compliance with OMB Circular A-122,"Cost Principles for Non-Profit
Organizations." Attached is a web link to this document and copy to the section we our
referring.

At this time we need to review the documents Donna has compiled pertaining to the actual
cost incurred by Greater Exodus Baptist Church. After which we most likely will need a
second tour of the church complex.

1. A link to the OMB A-122 document.
http://www.whitehouse.gov/omb/circulars/al22/a122, html

2. The section of the OMB document that references related party rent.

46. Rental costs.

a. Subject to the limitations described in subparagraphs b through d, rental costs are
allowable to the extent that the rates are reasonable in light of such factors as: rental
costs of comparable property, if any; market conditions in the area; alternatives
available; and the type, life expectancy, condition, and value of the property leased.

b. Rental costs under sale and leasehack arrangements are allowable only up to the amount
that would be allowed had the organizatien continued to own the property.

c. Rental costs under less-than-arms-length leases are allowable only up to the amcunt
that would be allowed had title to the property vested in the organization. For this
purpose, a less-than-arms-length lease is one under which one party to the lease agreement
is able to control or substantially influence the actions of the other. Such leases
include, but are not limited to those between (i) divisions of an organizatien; (ii)
organizations under common control through common officers, directors, or members; and
(iii) an organization and a director, trustee, officer, or key employee of the
organization or his immediate family either directly or through corporations, trusts, or
similar arrangements in which they hold a centrolling interest.

d. Rental costs under leases which are required to be treated as capital leases under
GAAP, are allowable only up to the amount that would be allowed had the organization
purchased the property on the date the lease agreement was executed, i.e., to the amount
that minimally would pay for depreciation or use allowances, maintenance, taxes, and
insurance. Interest costs related to capitalized leases are allcwable to the extent they
meet criteria in subparagraph 23.a. Unallowable costs include amounts paid for profit,
management fees, and taxes that would not have been incurred had the organization

1
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purchased the facility

Thank You,
Daniel Higgins

————— Original Message----—-

From: Crofcheck, Thomas P

Sent: Monday, October 06, 2008 4:1? PM

To: Higgins, Daniel J.

Subject: IW: RENT: Cost versus FMV: Let's put it to rest and move on.

————— Original Message---—-—

From: Pri [mailto:priseebadriF]
Sent: Sunday, Oectocber 05, 200 :

To: Dan Higgins; Crofcheck, Thomas P

Cc: Keith Harris; Robin Eglin; Donna Powers; Danavan West; Bruce Braunewell; Vincent P.

Reilly
Subject: RENT: Cost versus FMV: Let's put it to rest and move on,

Dan and Tom,

Robin asked me to follow up with you guys on this matter. On Monday, Dan indicated that
he was going to review the Income and Maintenance guidelines regarding the rent matter.
Firstly, I am requesting a status on your research and secondly, I am respectfully
requesting that BFO "yield" on this matter for the following reasons.

1. In questioning this cost, PFP was "under the impression" and/or led to believe by Tim
that because of the related party matter, the rent amount should be the lesser of "fair
market value versus the cost basis" and a collective "assumption" was made that a
"circular" or some acceptable authority formed the basis of this authority.

2. At our July 2, 2008 meeting {Dan, Tim, Keith, Donavan and myself were present), Tim
"pointed” to the "promotion of religious activity" clause in the contract. (to Pastor Lusk
when he "stopped by" the meeting for a moment.

3. On Monday, September 29, 2008, after Donna requested the explicit "authority" that led
BFO to draw its conclusion, Dan "pointed to" the "inure profit" clause in our PWDC

contract.

Notwithstanding all the discussion about the separation of church and state, TIm's legal
credentials and everything else that was "riichly" discussed, I think Dan both wisely and
prudently suggested that he will explore further for some written basis, maybe somewhere
else in the DPW universe that provides the explicit basis for this conclusion.

I have read more this last week (more than my 3 Ivy League degrees) searching for
something explicit. I have found as mich as the Eagles got when they ran the ball 3 times
on Chicago's 1 yard line {(that still hurts, more than the Cowboys game and now the

Redskins too!!) ~ nothing.
Here's my quick top ten list bkehind our thoughts.

1. There is no federal accounting circular to support this conclusion.

2. There is no state guideline (that I have found) that bolster's this rationale.
3

4

. The PWDC contract is "silent™ on this.
Industry-wide, rental contracts and rental agreements utilize fair market value as an

"acceptable standard",
5. This has been a historical rental arrangement between these parties that precedes

these contracts.
6. PWDC has historically accepted "fair market value" as the standard as well as the

rental agreement.

2
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7. The PFP proposal that was submitted discussed this partnership extensively in order to
build the neighborhood bhased center within a contiguous, campus framework as prompted
by the EARN RFP.

8. The PFP proposal has been widely acclaimed (by the Governor himself) as the best EARW
Center preposal that captures the EARN wvision.

9. We remain an extremely high performing EARN Center (as we shared the citywide results

with you}.
10. As Donna indicated, we will provide you a reasonable, fair market value analysis.

Dan and Tom, with the myriad issues that we are committing to put to rest this week to
bring this audit to closure, I am respectfully reguesting that arrive at an expeditious
and satisfactory "conceptual” resolution. If not, please forward me or point me Co the
"authority" that your rationle is grounded in. Donna mentioned that October 15, 2008 is
an absolute deadline. My fear is that I am unsure what it will ftake to complete a full
and thorough analysis of GEBC's costs. BAre cost allocation methodology gquestions going to
arise here as well. This may support the rent charges anyway. I'm just trying to be

practical.

Regards,
Pri
Pri
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& You replied on 1/12/2009 4:37 PM.
The sender of this message has requested a read receipt. Click here to send a receipt,

Donna Powers
m

From: Crofcheck, Thomas P [tcrofcheck@state.pa.us] Sent: Mon 1/12/2009 4:27 PM
To: Donna Powers; Higglns, Daniel 1.

Cc:

Subject: RE: People For People

Attachments:

I highlighted the section below that applies. Reread the BFO report. The findings support our
position that management's actions or lack of action have inhibited PFP from pursing their

own interests.

---Original Message----- .
From: Donna Powers [mailto:_]
Sent: Monday, January 12, 2009 4:08 PM

To: Higgins, Daniel J.

Cc: Crofcheck, Thomas P

Subject: RE: People For People

I'm sorry but | don't follow you. | understand what you sent. | simply don't know how your reading of
the Statement bolsters your position that there are related parties involved here..

SFAS 57 defines "related parties" as foliows:

Affiliates of the' enterprise; entities for which investmens are accounted for by the equity
method by the enterprise; trusts for the benefit of employees, such as pension and profit sharing trusts
that are managed by or under the trusteeship of management; principal owners of the enterprise; its
management; members of the immediate families of principal owners of the enterprise and its
management, and other parties with which the enterprise may deal if one party contrals or can
significantly influence the management or operating policies of the other to an extent that one of the
transacting parties might be prevented from fully pursuing its own separate interest. Another party also
is a related party if it can significantly influence the management or operating policies of the transacting
parties or if it has an ownership interest in one of the transacting parties and can significantly influence
the other to an extent that one or more of the transacting parties might be prevented from fully pursuing
its own separate interests.

If there are no transactions between related party entities but there is a circumstance of
common control between them, SFAS 57 does require disclosures. Further, a nonprofit organization
should be aware that the SFAS 57 definition of related party disclosures does, in fact, include an
organization's management and members of management's immediate family, as well as affiliated
entitties. As such, under Statement 57, certain transactions with brother-sister organizations and
certain national and local affiliates as well as entities whose officers or directors are members of the

ttachment 1
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nonprafit governing board, may have to be disclosed.

The Statement goes on further to describe examples of related party transactions and

j disclosures. Our feeling is that the State has to prove the existence of a "related party” before we
3 would have to delve into further paragraphs of the Statement. We have provided you with distinct
: documentation that clearly shows that governance of the nonprofit entities in question is in no way
commingled. We have shown you that because of this separation, there is ho commen control.
Therefore, having shown that there is no related party relationship, we would have no related
transactions. ‘

Forgive me if | seem at a loss, Dan, but | don't think FASB 57 supports your position in any way. In
fact, | believe that it fully supports our position.

Please let me know your thoughts.

Donna

. Donna Scamby-Powers, CPA

Director
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From: Higgins, Daniel J. [mailto:dahiggins@state.pa.us]
Sent: Mon 1/12/2009 2:11 PM

To: Donna Powers

Cc: Crofcheck, Thomas P

Subject: FW: People For People

See response helow,

Thank You,

Daniel Higgins

-----Original Message-----

From: Crofcheck, Thomas P

Sent: Monday, January 12, 2009 2:02 PM
To: Higgins, Daniel J.

Subject:

People For People is required to follow OMB Circular A-122.

OMB Circular A-122 under A. Basic Considerations, 2 —(e) requires allowable costs
be determined in accordance with generally accepted accounting principles (GAAP).

The Financial Accounting Standards Board (FASB) is the highest authority in
establishing GAAP for non-profit entities.

According to Appendix A -9 of FAS 57 the FASB was asked to provide the guidance
needed on related parties since guidance was not provided in the authoritative
literature on GAAP.
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Herbert H. Luslk, i1, Pastor
704-714 N, Broad Street
Philadeiphia, PA 19130
Office: (215) 235-1394

Fav: (215)235-6435

Januvary 26, 2009

To Whom It May Concern:

I'am the Chairman of the Board of Deacons of Greater Exodus Baptist Church located at 701 N. Broad Street,
Philadelphia, Pennsylvania. As Chairman, I am vested with authority over the business of the entire congregation as

well.

I am writing this letter to you on behaif of our Deacon Board and all of the members thereto. The purpose of this letter
is fo clarify the independence of our organization from People for People, Inc. Although the two organizations have a
common thread, Reverend Herbert H. Lusk II, we operate our organization and make business decisions independently
without influences from our spiritual leader, Rev. H. H. Lusk, 1T

In the 27 years Rev Lusk has been Pastor of our Church he has attended approximately one (1) meeting per year of the
monthly Deacon Board meetings and none of them involved any business matters of the Church.

We conduct business with People for People, Inc. as well as other organizations in the neighborhood. When we do, it
is always done in an arms-length manner and always aware and committed to even prevent any possible impression of

imprudence.

Governance in the Baptist Church is an over 200 year tradition and hopefully, this explanation will assist interested
parties in understanding how our church functions. GEBC remains strictly within the governance parameters of
Ainerican Baptist policy, rules and regulations. GEBC is governed exclusively by its Board of Deacons.

All financial matters and transactions are conducted according to generally accepted business practices ensuring that all
business dealings and transactions are "arms length transactions", In any and all business dealings and transactions,
GEBC always — and this is ensured through its governance structure, internal controls and checks and balances — acts in
its own self interest and is not subject to any pressure or duress from the any other paity including our beloved Pastor,

Rev. Dr. H. H. Lusk, 1.

GEBC maintains that only through “arms length transactions" can fair and equitable business be consummated. In the
real estate arena, only through such "arms length transactions can fair market value be achieved. (GEBC is active in

purchasing real estate, obtaining mortgages, etc).

With respect to the lease of space to People For People that is currently used by the EARN Ceunter, please find attached
comparative data on rental values for similar space. An analysis will show that the current lease, which was
grandfathered many years ago is currently well below market value. A lease, at any lesser value, in today's environment

would inflict an insurmountable hardship on the church.
Attachment 1
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. This letter's intent is to affirm the independence and the independent governance of GEBC. In all, our decision making

‘ process has been fair and unclouded by any outside forces other than the members of our Deacon Board.

Sincerely,

Chairman _
GEBC, Board of Deacons
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T e

religious and ¢dueational purposes including, for such wu*poees,
the making of dzstrlbutlona to. organlzatiuns thar qualify as
dxempr oxganizarions under section 501 (e) (3)'o£ the_Intarnal

_ Rsvenue Oode or correspondung'aec;;nn of any future federal

VIR .

SR £t 3 code, _ R

4 6, The cewporation ié: organized upon a.nonstock basis.

.

Ao

*

Y ————— 2
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7. The neme and address of Rech indorpozdtor Ls:

‘Name Address:

R S ST N — - s R ';”f“fl”i

! ’ V ' - . . . .
| : ’ B. Wo part of the net esarnings of the“corporntion shall

inure to the benefitc. of. oT be diattibutable ta 1ts members

'the corporatlon ehallk bc authorlzad and- empowe ad. to pay

. rcascvable compensation £or SeerceS rendared and to make

dlrec:ars, ofricers. or ather prxvate parsons, except that S e .’
|

'-paymnnts “and d15tr1butiona 1n furtharance of the purpcsas"‘f"

set forth in Art:_cle 3 heraof ‘No suhai‘:e‘tni‘ial part of the |
'activitles of the corporatxan shall bé¢ che. cdrrying on of: |
propaganda or ptherwise attemptxng to inzluence legxalation, ‘ "
.azd the corporation shall not part;clpaca in, or 1ntervena ‘
in (including che Publlahing 1 distrlbution éf ncztewents)'_ I B '”i

j

any polxtical nampaxgn on- behalf of ur in Opposition Lo aay

nandzdate for public affica.' Notw:thstandinﬂ any othar pro~{
'v1510n of these avtleles .the: corpaxation shall not cdrry on . any

"u“”:a""'-7i -+ orher.adtivites not- permicted co’ be-carried ‘ot (a) by & ez -

e -"‘,porathn axempc from federal incame nax under seetlon 501 (c)

43)- of the Incarnal Raverite Code, or cor*enpnnding sectian of
tzny fucurc Ecderal tax aade o o (b) ey a corporat*on cancrL—
'but;ons :o which ars daduetlbls undar secrion~1?0 (c) (2) ﬁf'

]

the Intcrnal Revcnue Code, o cqrresponding aection of any

futura federal t:x ccde

' Attaghment.1
Page 48 of 93




BRIAT e e L e L

_9}‘{‘3’:'9‘/%293“:19_34. .- 215236345 PEOPLE FOR PEOPLE - PAGE B4/BE

[

R . - :
M

9. Upon tha dlsfclutiun or the ccarpuxul.iu-., assets shall
be dwstrlbutgd far one oY more examp! nurposes withln the

meaning of- aactlan 501 (c) (3) of the Intarpal Rcvenua Co¢e,
or’

oK CDrIEBpDndlng aacrlon of’ any futurg fedgral ‘tax code
ahg}l be distr;bptg# to thg fgdergl_govagqmant,-or to & scaté e
or 1ocal -government; fér.kifﬁhlié purpose. Any such agsets .. - '!
noc 6o. disposad of Shdll be d.:.spor.ed of by tha Court of C ' . B, i
Common Pleas of . ths county in which the' princlpal affice of- Lt |

the corparat:.an is than Located,. ex.clqslvely for such purposas'

e . or co such organiz at:ion or organizaci ona, as a&id Couxt sh.al'l
- determine, which are organlzed and operatad arclus;valy for )
such Purposes —_— "'." ." .'._'.’ . .' - :.‘:.' '.. " " ", _ _“'i':. -“ L . '. - .“ . . .- _L R ll .‘—. ‘ ‘, T
. _ IN ‘I‘ES'I'IMONY WHEREOF ,- the 1ncor1' arato'r ha.s Qignad these
Artxcles of Incorporacion thie 23vd day of Sapcsmber, 1991 .
¥ 0 : N
’ - - . i| .
L
v !
P
" , I
. g
* f
: !
o - + i .
Co T . . L : ' ' Altachment 1 S '
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.un.ﬁuble'purposcawihbutpecuniary gain or.profil, Incidental, or otherwlse to ts members. s+~ .

. deterioration and seauring edeguats howsing, communly. faclilles and other rolated facititios, - - i
* sanvices, ahd condions, economioe, ang otharwise, conductive tothe pragress ant'general 7
-weffare of the community and to thetend: - ) o -

; c. Ta take, accept, hold snd aonulre by reguost, devise, gift, purchass, loan or lsase .
any propecty, real, persanal oF rhixed, whetfisr tyngible Intangibly, without limitatlon ag't Kind, . ) . e
amount or valje. _ SR Ll S T TE P

- 7 anyintarest-therain o proceeds therefromi.and.lo Inviest,.und relnvest the principal thersof and
- - tecolpte therefrom, ifany, [ S ) .

- pumposa for which ltls orgadized and to lesus notes, bands or other forms of meptnass to sequre’ - -

*

3. The Corporetion I8 incarporated under the Nonpggﬂﬁ 'Corpo.-e.ﬁpn Law-of 1988 for the f‘dbwing-. L

purpose or purposesr T _ '

a.  Tousba whalistic approach to éiainf_h_mmes-. _uirig,!o‘r_'r.\oih?rs_, childrgn, . .. .
lecnagnrs, drug rddicts and those ensnared In the web of a seff-perp&lualing cycle of poverty.by | L.
econpmic. T e S B oo T

b The Comporation will receive and sdminlater funds ‘sxolusively for educational and

purpase shell ba ta.asslst I the development of prajacts, undertakings: studies, and.othar

adtivities in cooparation and in coordination with ool govemmant &nd civio bodies for tha
elimination of slum, blighl, ahd blighting influences, snd to 2k, @salit, and foster me planning,
feplanning, davelopment, ranawal, redevalopment, and Impravament of tha area which includes-
allof Phitadelphia Metropolltan Area, all for the prisiary purpoti of combaling communlty

d.- . Taosstl convey lewse or ma_kp.roahs'.‘ grants or pledbe: of my such proparty. or

e, - Ta botrow money Upan and pladge of mongage any such prapetly for any

‘any of #a obiligations. . L _ o
- f * To aid,and asslst fn cle’aring-,_r'gbui)qlng,_aqdumbll}tggng_msgmgg,_de_tef-,omfed _— St
amssor sfructures. . T T T R R
.o, To encourage and mexietIn ﬁie_"]:'rebéfal'laﬂ of plans, sirvay, shudles and | !
recommendaiions; . Coo : ‘ '
h.  ° Toguarantee underakinigs, contracts, or peffurmances of ether, !
+ !
. |
. i
!
A : l
“
-j s
: ‘
L T Anachmet1
T © .. Page500f93 - ..t
. ’ ’ . .. B ETT
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I To encaurage cilzen parficipalion in housing and 'car'-nmunity‘ impl.'f?ven"\i:nth and
irmpravement pregrams and to disssminate infarmation to tha general publia concerning the :
objectives ahg purpocas o\'_lhercucpqeratign;l - - : . L

o . J. To noid, improve by conatruction or otharwizs, tevelop, clear, prepare, and -
P ' dispoge of real property. : S ‘ .
C K. To aid and assist In the consbuctlon, acquisitior. gr rehabiilation of ginietures or
" hausing units adequaie for the relocation of persons displaced by gavarnmiéntal acton matters . . T - o
_incklenal thereto. : SR o . : R Y1
oo b Yo carry on any of the forsgoing activities or purposed sither directly, or an spent’
* fer or with otheer parsans. essociations, or sorporation. ' : . : ‘ R
. s - . . C o g
i

T v T s . m., . Tocarmy on any aciivity and to deal with and eXpsind‘any such propsry or intome " -
T therefriim 10r Any of the foregoing purpokes without limitation, Excent mdch-ilmitaters, if any, es~ " . .
may be continued tn the Instrument under which such property 5 received, the Carlificate of
Jaws, of the Cotporaton. or any other limiations aw are preseribed by law,

: " Incompiration, the By-taws, of the Cotporation. or any other liméatians e
- proviieq that no suti sctivity-shall be such anis not fermitad iy acorporaton exesptfiom - - - T

. Fadsral Incame Tax undsr Getion S01(¢) (3) ol the Interial Revenue Code of 1854 orany’ ™™ "™~ !

* comesponding future proviion of tha Revenun Code. + . i

. 1 . * i
. ! ’ N i
! - -

r - - . : :_.',-

i B [ . [

! e . C

. o
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 other places as .the Board"bﬁﬂbitectors*may'appoin .

 imscribed :herann'fhﬁinaﬁegpf'thq Eagporétinpd‘:ﬁe.year:df

f*zatinn”sh&llwb§=representadﬁyywonawﬁélégacé;”

- @Very meeting in pe¥gon or by proxy to consriruta a guorum,

May. B2 2082 97:35AM P1

i
R .

CEOPLE FOR propLE, INCORPORATED
o Brenaws o

oo e
. ) 2 e
ST : el e e L
i . B

Coxpwrace.mamq N
1. The ﬁﬁm;“oﬁ'éﬂé.ébiﬁéééﬁiaﬁ shall be, as stated 16 "
che Arcicles off Incnrpqraticn4 as follows, R

. FEOPLE. YOR PEOPIR, INcORPORAzED

: dpja@eta .

2.  The corporation ig incorporatad under the Nomprofie - v -

. Corporation Law. of 'thy Cammanwéﬂlth-gf-PennSylvéﬁig for-gygh ool

poraticn,

F
{
l
i
f
" ohjects or PUTPOSes B8 are stataed in the Articles of Inear- -+ = . 'i"T
| | Offices. . |
3. The reglerared office shall be located at such plage , [
within the Commanwealth of Pennsylvaniz as ;he.Bnararqf- e ;

Direators shyll from tite ‘to time determine .’ B ) K S
4. Tha'ﬁbtporacipﬁ shall mlse have offices at suel - -

. Beal

¢ . 5. The corperain sedl of the Corporation shyll héve<

its creation and - the ﬁd:ﬂéFfﬂorﬁo:ata~SééI;*Péhnsyivaﬁia"i'“
.J~uuéﬁﬁsﬁéhéhmzqm?;“m~wa'l |

: 6, The mewberahip of tha corpoiaciou 2ball be oneg cl&aA;- .
consisting of individuals a0d organizations ag W2y be slseted - o
Eo membership by .vate of the Board of Dirdctors. Each Organd. L 1
f
|

" A, L , ' " . . - .
' . Maatings of Members . AT e

7 Mhétingg fotﬁs,mﬁmbéfa hﬁallEé'héldlatﬁha-rég;s;f" j:;;;“ ;;:.ﬂ
tared cffiae of,;heacbrpprgciaﬁ,-ar at such other tlace as ~ 1 ' -}

- the Board may determire,

8. Bach mémber,shdilﬁﬁé‘Entitlad to one vota ig bq:son_ R

“or by proxy. .

i
o , ‘ , i
9. A majority of ‘the membars shall pe raquisite ar S ‘

Aﬁacmneht1 .
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.'.ballot a Board of six (6) Dirvectora, who need not he mLmb&r"_

 guarterly ‘at such time and place- as the. Board of Dirsctoxs ... v
" shall datarmzna.

‘naceédsary

At.lnu'a'r Mt___c_cj_n{; e

10, ‘Tha annusl meetlng nf members ghall ba held 2t tha
ragistered office of the Corpordtion on_rhe '
of _ip aach yeay 4t 0 . o'elock v M., or at..’
such other place as tle Board may determine. mach member
“ahall raceiva at least five. (5] days'. ncyicc of the aonual . ..

meeb;n§ K
At the annual meeting: thewe #hall be elecred, by

of rha Corporation, to serve for one yedr and mtil their
BUCeesSIOTs are elec;ed or chosaen -and qualify.

Special Meeting of Mambers

12. Special maegings of the members ahall be called by .

the Preeident, and shall be callad.at ths request in writing

.to che Bresident of a majoxicy of :the-Board of Directors, ox
by a majerity of tha members, upon five daya' written potice
sent to aach member.

5 7 Re&ular Meetinga of Bpaxrd
13, Regula; meetinﬁw of the Bosrd of Dlrectors shall be
held without noticg immediately. following the annual meeting
of membars or at such othér time and place as ‘the Board &f
Directors shall determine, The Boaxd of Directors shall meet

IR IEY

'

First Heeting of Diractars afrar Electlon

- 1¢ ‘A the firat maatlng ‘after cach.alection of Dlrectors,':*f
. the Board shall elact a Yrasident and.at their dxscretian a} s T
or mors Vies-Presidents, one or more: Bearetarles, .and s

Traasurer, whoa. shall’hoid office during the pleasira- qf the A,.“

" Nay. 02 2002 G735 FD

“Board, but who shall not ba.aleécted for a longer Cerm chan *-__;;$;ff”

' one vear, Additlonal- ofchcrs wmay be appointad by the Board

Erom 'I:ime to time. . )
Qﬁcrﬁﬁf&ffthe,ﬁoérd
15. &4t least ome-third (1/3) of tha Directora shall be
at all meetings to cmnstirute a quorum for the trans-
action of any. busines&.:r L : . R
. ) ‘ ’ . ‘ co o
mecmal HPEth?S of the Board

16, opaqiai meﬂtlngs of the Board may be callqd Bby-tha- o s

’ Prusident ‘on. twg (2) days' notice to each Direetor, ‘either

ersenally, by mall or by wire) special maetings may be 2allsd

in Like mannex atid on Jike necice ap the .written taquaest 0f a

majority .of the Board of Diracters Special mestings .shall |
be held at such places as the Boazd may datermine.’

Aftachment1
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““and dathofities BY thage By-Laws expressly coaferred -upoh
them, the Board may ewéraise all such powars of the Corpo¥a~’

--:@8/82/2084 * @3:16 2152359345 ... i 7. PEOPLE FOR PECPLE . '_f B P{_\GE ENB?‘ e

Duema and Qualelcaﬂlon of Membera

17. 'The. duea, 1Z any, payabla by members of the cor- -

poxation, shall he fixed, from time to time, and assessed b{' e
~ the PBoard of Direcrtors. 3uaiiflc&tlon$ for mcmbersblp shal e

be detammad b;( th.e Roxx
' General Powars of DirPcCOIS

L.

18, The Bnard of Dizuttara mhall hava tha management of'.'

the business of the Corpexation. In addicion rp the power

tion and do all such lawful -acts mad things ag ate nog by

statuce or by 'these By-Laws' direche& or required ¥o. ba axsr-,.

nised or done by the mﬁmberi. ;
L Specific Eowars nf Diranzura ,,-;*,-_ l-,aw

19, Withaut prajudice e :he ganaral powa:s conferrad

- hy the last precéding. clau$¢, &nd the other powers confetfad‘”“

by the Arciclas of Incorporation and by these By-Laws, it o

" 18 hereby expressly declared that the Board of Dxractors

shall have the £ellowing powers, that iz £6 ssy:

First. From time Lo time te make and change xules and |

- regulations, not incenslstent with' these By-Laws, for the .

manapeane ot the Cprporation's businesa and aifa;ra.—'

Second. ' To -purchase -ox otherwise dcguite Ffor. che Cpre '

poratioﬂ arty proparty, rights or privileges which the Cor-

poration is anchorized to asquire, a2 fuch price aud ok sich - - . ;)
terma and conditions aud for: such cbnllderation as they shali R

" Prom time to time see fitb.

Lo

" of rhe Corporation. & .

Able ingtrimsats and Facuritdes; Taedurad by ‘mortgage or- othal
wise;, and to do every other act and rhing nacessary to affec'

- Third. At thejr discration .ge pay for any property or.
rights ‘acquired by the Carporatiom, aither wholly or partly’

in meney or in srpcks; hunda, dabuntu::‘es er other securi:ies o s

!
.

Fourth. To creata, make and 4ssue mortga es bunds,
deads of rrust ;. CTUSE agreedanrcs and negaoriable ar cransfare

tuate the same.
Fifth, To appoint and %t their discretion Tamove or

suspand - such  stibordinace o€ficeyra, agedty oOr servants; per=-

manently of temporirily; as thay. wmay from time to time think -

fit, and to decermina . Ghele duties, cand’ fix, and. from time..

ta time change, their salaries or emulumentS, and ko, require. . :
aecu*ity in such instances and in sich amounts’ 4s. they zhxnk o

fic.

Attachr_nent. 1
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~ subordinace officars, agents or servantas.

. way be regquisite in taldrfon:to any "such trusT.

_poraciou's b

'eurrent business of the Ch¥poration to any standing or special
- committee,, or to avy officer or agent and tny appoint agy psr-
" sona to be the agenté of the Corpavation, with such powe®ys - s
.. (inpluding tha power t8 sub-delegate), and upea such taxms T . O |
a3 mdy be deemed fit., " ' T e

- .agement 0L .the business of the Cerpozation; ghall see that.. .

‘quiring a seal, undar:the geal of the Corporation, and when
~authorized, by the Board, afflx vhe sesal to any instrument.

- p¥ the members awvd Directors; h

¥

. Sixth. To confer by rasoluticn upon any appoiated officar
of the Corporactlon the powar:cto choose, remove ar suspend. suci.

Saventh." “To appsint- any parson or persony to agcepk End.
hold in trust for rha Corpotratisn dny property belonging Lo . - .. .
the Corporatisn, o in which 1t {5 inceresced, oy for any ether .
purpesa, znd to. exssure and dd all suel ‘dutieg’ and things as'

< To decermina who shall be authorized ou the Cor~w =+ -
ohalf to sizn bills, notes, recelprta, acceptances, _
endorsements, chegks, releaged, econtracts and doeuments. - o - oo
" Ntnth.  Frow tiwe Eo time to provide foy ths wanagement . -
uf the #ffairs of the Corperation, &t howe or abroad, im such™ .
menner a8 they ses fit, and in partigular, from time to. time, D
to delegate aay of the powers o the ,Boarfi-in the course of the

Eighth,

. _Tﬁa- President =

20. The Presidént. ﬁhal*k"'ifékiaé'-é'i't-’r'alill'men eifige of Ehe -
pembexrs and Directors; he shall have gsneral and active man«

all orders and resolukions of the Baaxd ars carried :.n:oefa .
fect; shall exeaute bonds, mprtgiges and other cpntracts re-

requiving the same, and the seal whén o ‘affixed ghall ba ~ - oo
attested by:the signature of the Secraltary or the Treasuzery . -
" 21.- He shall have general superxintendense and direction -
of all theé okher pfficers of the forporarisn, and shall see’ .. |
that their duties .are propezly, performed.” . . o

The vﬁ.ca-;’xé;idént ) ‘ T
92, The Viea-president shall be vedued with all the ' T
powers, and rTegquired to' perform all the duties of the Presi-
dent in kls abaeuma. 7 . ' _ ' o

" The Séerdtary

23. The Sec:c‘:tia_r:y- shall keep _full.mihut'es of Aall“'uiéeuziz;:g:i* '
e shall be ex officio Secreranry

of the Board of Directors; he shall attand all sassioms of Ehe’ T
Board, shall act as. cleck therepf, and rescord all vates and
= *t-
!
\ "
ST - Page 55093 . . -
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' the minutes of a
Cpurpose ., He shal

 Bomzd of Directors, abd shall perform such other ducies as

T ey e . Diz
- undexr whose supérvision he shall be,

 pozacion, and shall de

" with ome oz

© ' majorizy vorm, may’chooge a sbocessor .03
- sbmlil -hold office. for tha. unexpired tarm. - "

L1 proceedings, in book to be kept Lox chac
1 give, or cause. fp be given, notices af ..

all meetings of the mepbers of the' Corporaticn aad of the

rEsprihed“%yﬁthe"ﬁoarﬂwofvﬂirnccnrs.druPrasidenﬁgﬂfﬁi?*“

The TreasurRr . - . N -

24. The Traasurei $h§ii”kééﬁzfulinaﬁafﬁcéﬁréﬁéﬂaééﬁ&ﬂ:ﬁf1'F-f-“x

—oflrecaipts and disbyrsements in bodks belonging to thea Coxr~ .
posit all moneys and orhér walusbls

effecrn in the vame end

Directors. . - Sl . o
25, He shall disbursa nhe fundg of Che Coxporatlion as
may be ordered by: the Board, taking proper vouchers for such

disbursaments, and shall rendexr to the President and Diveccory,

. at the ragulgr:ﬁaécingszuf the Board, or whepever they may . ... [
‘requiye ir, an agcount of all his eransactiens as Treasuxrer .

and ‘of the finaneial condftion of. the Corporatlon, and at

. the regular annpal gpeeting of the Board, a2 1like report for
the preceding §e3r. ' . R

Z6. He shall give-the pnrparaﬁicn a Ean&-ig'a sum, &nd’

vouchers, money or orhdr property oF whatdver k
posEresion belonging to the Corporarien. .

yEeanedal T

27. I the office of ady Dizrsetor, or of the Presgiderc, -
VicerPresident, Jecretary or Tredsurer, One Or MOYE, becomes .

‘yacant, by #n incremse in the niibes af Dirsetors; or by - ..

veason 0f death, resignakien, disqualificativn, ox otherwlse,
the remaining Directors, although less, than- s qudrum; by & -— -
ﬁcggﬁsorsg'ﬁﬁo o

 Resignation of Officezs Lo

28, Any Directst of sther ¢fficer may resign his office
time, such resignatiocn to Be wade in writing; and to

at any :
caka efféet from the time of its »eceipt by the Corporation,

unless some time ba fixed in the reésignation, and. then fxom

thar date. ~The acceptance of a'resizpation shall not be

regquired to. make it éffective,

#. Anachmehi1
- Page560f93 .- .

. BB thﬁlcraditfnfﬂcheuCprpéraﬁiﬁm,.init"fw’7
" gueh depositories as may ba designated by the Beapd of - oo

_ more suretisg, if the Board of Directozs so-detews oo
-mina, for the faithful . performance of the duties of this officey
‘and the restoration - co-the Cozpuration, in case of his death,

‘rasignavion or zemoval from office,  of all books, papers, = .-
Ynd g -his 7L e

i
TR
oo
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Inﬂgmnificacinqlof,Direqthrﬁ and Officsxs .
7 29, Tach Director sud egch officer amd forwmer Direcwovs =,
or offlcera, mnd any person who may have gegved,: at ivs re~
guest., 28 & Diractax or officar of dnother dorpowxation in -
‘which it owns shares of cspital stock or of whigh it is a =
creditor, shall be indemnified by the Corporatlon against . ~
expernses actually. and necessazily incurred by thew in con- :
. nmecrion with the defense. of any action, sult or proceading
" in whieh thay, or any of them, axe made parfies ox 2 pawty
by reasan of .being or having been Diractrors or pfficers or
i Director or. officer 6f the Cérporation or of auch otherw
corparation, except {n relagion. to matters ag to which any
sueh Direaror or officar:sr formar Diractor or officer ox i ;
“'person aball be adjudgad, in sueh actien, suit, o¢ prodemding, —"oor
.‘to. be lidble for negligénce or misgonduct in the performance o
‘of dury. ' Such indemmificationr shall net be dasmad exclusiva ™ | .
of mmy other Tights to which thawe indamnified may ba evtitled ..
undet any BY—LaW;»Agreémgnt;’ﬁote“éf,Mambérsﬁrcx othapwisel oo o0l

 Permomal ishility of Dizecters '

. '30. RNo director of the Corporation shall be personslly -
liable to the Coyporatiot or «its members for monetary ‘ :

‘damages- a5 such for any attioh taken, oz any fallure te take "0 .
any action, mless: ‘(1) 'the Dizactsr his breachad . or falled: .0

. to perform the. duties oFf his office as set forth in 15 Fa.._ . .. "

. E.5. 511,:g1a:ing,ta-s:aﬁﬁarﬂf¢f.care*aﬁdfjuatﬁﬁigbl¢(;elian;q:'_ o
and {2) .the breach or failure: to perform constituces galfe -
dealing, willful rmigeomduct or rackléssness, Thage provislou - ,
however; shall not epply to: ' (1) the fhspansihilityfnr;liabilit?¢w S
‘of a’ Director puxsuant tg any criminal statute;.or (2) the ' -« -.-o
Iiability*6£*q’Ditéc;a:?ibf“th:fpéymﬁhtrefitzxgsapu:suant‘ :

o local, Stacte or Federal léw. ST ' o

.. Amendments

31, The By-Laws of this Osrpo¥ation way be amended by a.
- -majowity vote of the members, at any anmual meeting, oT upen
. ‘potica at any epecial meéeting held for that purposs. "
"22. The Bpard of Diractors by the affimmarive Yoterwi a == o
- mejerity of the Directors may alcax or amend thaese By<Laws &t -~ T
. an¥ ragular. mescing of .the Board or at any epuaisl meeating of
the Board, provided ‘that morics of rhe propgsed alterariom or - -
amqﬂdméﬁt.has-beenngifah_to sHel Dizectom: =t L, - e L T
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I;ﬁt.ernét Revenue Service = ... ‘Department of the Treasury

" District Delaware-Maryland Districi -~ 31 Hapkiris Plaza, Balimore, MD 21201
“Director ’ ’ ' '

_ " PO Box ‘13163 Rodh 1550
L e .
e+ JUlY.6. 1998

Baltimore. MD :2[203

| Wntificatim Number s~ o e [
74 N BROAD ST o

© PHILADELPHIA, PA 19130 ... ;i [ Person to Cortact:r. B O IO s
T -7 - 7. - EP/E0 Tdx Examiner* R N

" \PEQPLE FOR PEOPLE INCORPORATED

SRS R T L “ewwis e Telephone -Numbers- . - oo
- : (410) 962-6058

' -+ -Dear Sir/Madam: - '

.7 This is in response to'your inquiry ddted June 25,1998, reqdesting'é'_m
- Copy, of -the letter which granted ;ax'exempt;statUS'tOwtbg above named' .
! organization. = - . , - REARS S -

T -

. Our records show that the organization was granted exemption from Federal. . :
- . Income Tax under section 201{c)(3) of the Internal Revenue Code by our letter "™~
"~ dated August. 1992, .. We havefai$Q¢déterminedathat“the'ofganizaffdn‘iSTﬁdt Ao
g private foundation because it -is described in section(s) 509(a}(1) and
PR _';__.__‘_.:__1,7.0(b.) 1) {vi), . . ) . ) -

Donors may. deduct contributions tq you_uh&e:”séctioh.ITO.of the Code. *

T UASTof Jaruary 1, 1984, you are liable for taxes under the Federal Insurance =~ -©. oo
- Contributions Act (social security taxes) on remuneration of $100 ‘of more you .. T
Z 7Y 'pay- to each of-youffemployees-during~the-calendar'year.' You are not liable:
.. for the.tix ‘imposed ‘under the,FedéralupnemploympntlTax|Act (FUTA).

7 You are required ta file Form 990, Return of Organizdtion Exempt “from Income
Tax, only if your gross Teceipts each: year are normally more than 35,000,
if*ﬂ?ﬁﬁ**ﬂﬂﬁfHSWétérﬁ*if“ydu-reCeive:a-Form*990-paCkEge“Tn*thé*méilk”pléaseffiIe*the”“' U
s ‘return éven if you do not exceed the gross receipts test, If you are not
ST required to file, simply attach the 'labe! provided, check the box in the
e heading to indicate that yqﬁ;tapgqal;g;qss_;aqeiptq)a:e[nﬂrm@llY,$25:000 or. =

L ‘less, apd sign the returd,
ST A copy’ of our letter certifyingkthe status of the orgﬁhizatibntié_notA'w_‘ ‘ e
available, however, "this letter may be used.to verify your tax-exempt status’’ L

4 - »

‘7"“-Bécausé this letter could help resolve any questions about yqﬁr exempt R ,ﬁf- . ;};'

© status, it should be kept inquur permanent records, - :
'Sincefely'ydurs, ' , —
" Paul M; Harrington -
.District Director
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ACCOUNTING MANAGER

A} H

E_Y H 'I e N

PROFESSIONAL EXPERIENCE

Jan 08 — Nov 08

Philadeiphia, PA

Ensured internal accounting and financial operations were performed accurately and on a timety
basis

Managed compilation of financial information, journal entries and reconeiliation of accounting
transactions

Maintained effective internal controls to assure safeguarding of assets and reliability of financial
statements

Prepared monthly financial statements and assured compliance with rules and regulations
governing 501 © (3) organizations as well as reporting requirements of individual public and
private funders

Reconciled accounting information between two separate databases — PCAPS (invoice generation)
& MIP (Agency accounting system)

Assisted Director of Financial Reporting in resolving accounting and financial problems and/or
issues & preparation of annual budgets and cash flow forecasts

Reviewed all receipts and disbursements, ascertaining correct account distribution and ensured all

‘support documentation was accurate and in order

Guaranteed proper preparation for annual financial audit

Supervised and trained Staff and Senior Accountants, Accounts Payable Associates and Fiscal
Analysts

Prepared A-133 Schedule in support of financial statements

Worked closely with other management with their budget development & strategic fiscal planning
Performed additional duties and special projects as requested by the CFO and President/CEQ
Instrumental participant of internal development team to enhance the internal provider PCAPS
MIS system, offering input in design, reporting and user-friendliness

Communicated with providers to troubleshoot fiscal issues or to update on payment cycle and
processing

Produced audit confirmation letters to providers

Provided weekly and monthly reporting of invoice submission status of various providers
Composed accounting policy and procedures manual

Implemented automated systemn of invoice and reporting generation within PCAPS database
Increased productivity by 40% and reduced accounting errois by 65%

Eradicated past due payables of over $2 million

Reported directly to CFO

FINANCE/ACCOUNTING/CONSULTANT Mar 07 —Jan 08

NJ (Sept 07 — Jan 08)
onth-end close, financial reporting, account analysis & reconciliations along with researching
and correcting account discrepancies
Reviewed financial statements, variance analysis, managed general ledger, handled cost
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accounting, booked journal entries and accounting of fixed assets, accounts receivable & accounts
payable

Assisted in preparation of budgets & SEC reporting

Provided support in SOX testing, prepared documentation & work paper backup for all audit &
regulatory data requests and completed other special projects.

Philadelphia, PA (May 07 — Aug 07)
Management and development of firm accounting functions, menthiy generat ledger closing
process, ensuring that all necessary journal entries and tasks were completed on a timely basis
Reported and recorded financial results on a monthly basis, prepared monthly financial statements
and baok reconciliations, accounts payable, cash receipts, client disbursements, escrow, banking,
annual 1099s process, and analyscs as needed
Monthly tax filings and coordinating annual audit information requirements.

o, Pa (Miac 07— Jun 07)

Accounts payable and receivables and payroll, reported cash flow regularly to owner, paid
monthly sales tax and maintained general ledger
Accurate and timely financial reporting and managing account analysis.

FINANCIAL ANALYST II Mar 04 - Mar 07

Philadelphia, PA
Assisted in the preparation of the monthly parent company statemeits and annual operating &
capital budgets as well as certain account analysis
Monitored budget performance and performed budget variance analysis
Ajded in formation of Medicare & Medicaid cost reports
Screened reimbursement regulations and prepared analytics accordingly
Formulated net revenue analysis for financial statements
Ensured accuracy of the third party accounts on general ledger
Maintained book and records of smaller affiliate subsidiary
Reported to Director of Corporate Accounting,

FINANCIAL ANALYST Jun 02 - Feb 04

hiladelphia, PA
Provided financial research and analysis in support of a variety of on-going reporting
Developed financial models and monthly President’s reports
Coordinated division-wide financial projections and planning
Handled questions relating to multiple aspects of leasing charges, billing, maintenance, new
vehicle orders, and changes to existing vehicles
Administered monthly financial payment processes and reconciled monthly financial reports
Reported directly to Director of Finance and had consistent communication with the division CFO
and Regional Financial Directors.

CASH ACCOUNTANT Dec 99 - Jun 02

e

Reviewed financial input documents to ensure accurate reporting of component monthly operating

results

Resofution of deposit discrepancies, journal entries, wire transfers, and bank account
documentation

Variance analysis and explanation
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*  General ledger account analysis, and a portfolio of 150 bank reconciliations per month

»  Frequent communication with field operating personnel

*  Maintained proper depository bank account balances by researching returns, replenishing
deficiencies, and transferring excess funds

»  Required ability to work independently under strict month end time constraints.

STAFF ACCOUNTANT - Dec 99
_hi[ade]phia, PA (Assignment atﬂ

s  Assisted Chief Accountant and served as troubleshooter

»  Compiled analytical summaries

*  Analyzed balancing sheet accounts, performed reconciliations, assisted in the maintenance of
automated general ledger systems, closings, & financial audit,

JUNIOR ACCOUNTANT ' Aug 97 - May 99
NI

*  Payroll, bank reconciliations, general ledger, year-end financials, monthty compilations, corporaie
and individual tax returns
* Month-end closing activities and assisted with special projects

EDUCATION

RUTGERS UNIVERSITY, Camden, NJ

BS, Finance, |

ADVANCED COMPUTER SKILLS

Microsoft Excel, Microsoft Word, Microsoft Power Point, Microsoft Outlook, Microsoft Access, Great
Plains, Fund E-Z, Crystal Reports, FRx Report Designer, MIP, Solomon, Oracle, PeopleSoft, Hyperion,
SAP, Peachtree & QuickBooks
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ExHigyT "o

People for People, Inc.

We Change Lives!

800 North Broad Street

" Philadelphia, PA 19130

”W’fﬁ' For Pevphie, B, To|. 215-235.2340 ¢ Fax; 215-235-8345 ¢ www.peopleforpeaple.org

ADDENDUM |
TO LEASE AGREEMENT

People for People, Inc. (also known as the “tenant") has vaiuntarily contributed the sum of
$90,000 towards the purchase of the property located at 1226 South Broad Street. This voluntary
contribution is to be considered by the Greater Exodus Baptist Church, also known as property
owner/Landlord, as an offset against future costs (incumred by the Landiord) arising from the tenant
required building inferior “fit out” necessary in order for the tenant fo effeclively operate its business In

the leased space.
Tenant is aware, and agrees, that costs to customize the building interior space in excess of

the aforementioned amount must be bome by the tenant.

Therefore, the parties mutuaily agree ta incorporate the following formal clause titled
“Landlord's Work and Tenant’s Contribution to Leasehold Improvements® info the lease
agreement;

Landlord's Work and Tenant's Contribution to Leasehold Improvements.

Landlord shall construct the Premises incorporating in such construction all
items of work (hard costs) included in certain final plans and specifications prepared by
- Tenant and approved by Landlord (the "Landlord's Work™). Landlord shall have the exclusive
right to determine the architectural design and the structural, mechanical and other standard
details and specifications of Landiord's Work, including, but not limited to, the type of
materials and the manufacturer and supplier thereof. Landlord shall pay for the cost of
Landlord's Work upto _____Ninety Thousand - Dollars ($___ 90,000.00 ) (the "Cost
Contribution”). Upon the execution of this Lease Agreement, Tenant shall pay Landlord the
sum of Ninety Thousand Doflars ($90,000.00) representing Tenant's contribution to the
interior improvements. Landlord's obligation to perform Landlord's Work is conditioned upon
receipt of all necessary permits and approvals therefor. The taking of possession of the
Premises by Tenant shall be conclusive evidence as against Tenant that at the time such
possession is so taken, the Premises were in good and satisfactory condition, provided that
Tenant will be permitted to enter the Premises for the purpose of inspecting Landlord's Work
and to install Tenant's fumiture, fixtures and equipment, such entry shall not constitute

0ssession, acce ce ar corfynencement of the Term of the Lease.

s

People for People, Inc.

g//;f/-:’. oo

Date
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PéOple For People, Inc.

January 26, 2009

Division of Audit and Review

Bureau of Financial Operations
Department of Public Welfare

502 Philadelphia State Office Building
1400 Spring Garden Street
Philadelphia, Pennsylvania 19130

Atlention: Mr. Kevin Friel, Director, BFO

Re: PFP, Inc. (the "Organization"): Two (2)-Part Response Findings
(Finding-1 through Finding-7) in "draft" performance audit report prepared by Division of

Audit and Review (DAR).
Dear Mr. Friel:
Please find the following as part of the response sent to you electronically:

1. A CD with digital images of the renovated 700 building.

2. An attachment from the proposal, dating back to 2005 identifying the 700 building
as part of the EARN Center

3. The PowerPoint presentation, with slide# 3 showing the same.

Sincerely,

HFGALL

Reverend Dr. Herbert H. Lusk, I1
President & CEQ

CC:

Emest Jones, Esq., President & CEQ, PWDC
Dale Porter, CPA, CFO, PWDC

B. Robin Eglin, CFO, PFP, Inc.

Donna Scamby-Powers, CPA
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People For People Campus

*
Broad Street

15" Street

1 + People For People Credit Union 4
s  PNC Bank Branch
Social Service Offices and Classrooms

JREC Center

Computer Classrooms

Offices - Counseling and Retention
Lunchroom

Resource Center

Large Meeting Room

« & 8 9 2 & & s a0

. # & & o 8

3 «  Computer Classrooms 5 -
Case Managers' Offices .
s  Supervisor's Offices .

People For People Executive offices
PFP £ary Childhood Education Center
People For People Charter School
Case Managers’ Offices

Crientation Class Roomns

Computer Class Rooms

Community Resource Center

View Banquet Facilities

Nurse's Office

Security Office - Monitoring Station

Annex Offices
Classrooms
Counseling Offices

¥k  Broad Street Subway Entrance ¥ CBusStop 3K 61Bus Stop

*

Future Expansion - PFP Mall
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By

00
People For People, huc,

Connection
to
Local
Community

“If they like you
and
they believe you
and Forover 15 years. .
they trust yeu We have built our staff
and

have confidence in you...

Then they may buy from you.”
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Qur Staff — Qur Team

W" Qﬂ For over 15 years ..
' {% | We have built
ki

our campus

el ol vy Lot 3 C g Bf H e Bup
T e v
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Forover 15 Years. ..

The Community has come to

L<e us
Trust us
Believe in us

+ Have confidence in us

Leveraging
of
other
resources

Vie can be the
face of an EARN Cenrter

3
‘\
N

(n our community

Quality
of
collaboration
With our
partners

Employment Goals

For our customer.......

Attachment 1
Page 67 of 93



Employment Goals Employment Goals

For our prospoctive employers....... Far ourselves

mml mmmae e

Our Staff — the people of PFP

& & '_ !H
; y 7

Vision
b 4
Flexibility
\ 4
Responsiveness
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Creating Enthusiasm

L T TR
TRie s At DARN JEN
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