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Dear Ms. Mintz:
In connection with nearly a $13,000 shortage identified in the Riverview Resident Fund during an
annual examination of the Office of Supportive Housing’s financial affairs for the fiscal year ending June 30,
2011, my office performed a forensic investigation pursuant to Section 6-400 (c) of the Philadelphia Home
Rule Charter.
My forensic auditors attributed most of the shortage to poor recordkeeping; however, some $1,500
remained unaccounted for through the end of the investigation. We believe the remaining shortage was also
most likely the result of bad accounting practices.
We discussed our findings and recommendations with you and your staff at an exit conference and
included your written response to our comments as part of the report. If implemented by management, we
believe that our recommendations will improve accounting over the Riverview Resident Fund, minimize the
occurrence of mistakes and/thefts, and assist in their detection if they occur.
We would like to express our thanks to you and your staff for the outstanding courtesy and cooperation
displayed during the conduct of our work.
Very truly yours,

ALAN BUTKOVITZ
City Controller
cc: Honorable Michael A. Nutter, Mayor
Honorable Darrell L. Clarke, President
and Honorable Members of City Council
Members of the Mayor’s Cabinet

Office of Supportive Housing
Forensic Investigation of the
Riverview Home Resident Fund
Executive Summary
Why The Controller's Office Conducted The Investigation
Pursuant to Section 6-400 (c) of the Philadelphia Home Rule Charter, the City Controller’s Office conducted
a forensic investigation of the Office of Supportive Housing’s (OSH) Riverview Resident Fund. This
investigation occurred because we identified a $12,970 shortage in the fund during our annual examination
of the agency’s financial affairs for the fiscal year ending June 30, 2011.

What The Controller's Office Found
The OSH mismanaged and failed to provide adequate fiscal oversight over Riverview’s resident funds, which
on June 30, 2011 totaled $65,135. Along with poor recordkeeping, and a number of procedural weaknesses,
these conditions allowed for the inappropriate use of resident monies and gave way to a $12,970 shortage of
which $1,545 still remained unaccounted for through the end of the investigation. It is essential that OSH
take immediate corrective action to prevent any further shortages and/or improper use of monies. Some of
the more significant conditions identified during the investigation included:
• Over a two year period, management directed over $166,000 to be paid from the bank account of the
Riverview Fund for items such as health insurance premiums, medical service providers, state fines, and
certain personal needs allowances. In our opinion, these expenditures either should not have been paid
from the fund, or should more appropriately have been paid through appropriations granted by City
Council. By allowing the expenditures, management not only failed to remit revenue due the City of
Philadelphia, but circumvented the city’s purchasing and budgeting procedures.
• A former employee that had bookkeeping responsibilities for the Resident Fund incorrectly accounted
for resident transactions using QuickBooks accounting software. The method used to initially record
and subsequently account for resident transactions in the software, which Riverview first began using in
December 2008, severely hampered the generation of useful and accurate reports about resident bank
account activities. Moreover, it suggested that fiscal staff responsible for bookkeeping did not have the
skill set to perform their job duties.
• Fiscal staff had developed an elaborate manual bank account reconciliation process that failed to
properly account for the past differences between bank statements and accounting records.
Consequently, the reconciliation process was time consuming and ineffective.
• After a key employee retired in fiscal year 2011, management failed to maintain adequate segregation
of duties for handling resident account activity. Responsibility for receiving, depositing, withdrawing,
and recording transactions involving the resident account all rested with one individual. This situation
severely increased the risk of theft and misuse of resident funds.

What The Controller’s Office Recommends
The City Controller’s Office has developed a number of recommendations to address these findings. The
more significant recommendations include: (1) develop and implement a memorandum of understanding
with Philadelphia’s Finance Office defining allowable disbursements from resident funds; (2) train staff to
correctly use Quick Books and reconcile the Resident Fund bank account; and (3) maintain adequate
segregation of duties for handling resident funds.
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INTRODUCTION
Overview
Riverview Home (Riverview) serves adults, but especially the elderly, having a low income, and
with physical or mental disabilities requiring assistance in daily living. The home is licensed by
the Commonwealth of Pennsylvania, Department of Public Welfare under 55 Pa. Code Chapter
2600. Its goal is to assist residents in moving towards independent living and self sufficiency in
safe and stable housing.
The City of Philadelphia’s (City) Office of Supportive Housing (OSH) manages Riverview,
which at July 2012 had 89 residents. Riverview residents are provided room and board, social
activities, and healthcare services. Residents pay a monthly room and board charge based on
their personal income.
Riverview Resident Fund
Many of the residents at Riverview have personal income from pensions, social security and, in
some instances wages earned from employment. Although most of the residents’ income is
collected to support Riverview’s operations, the state requires each resident to retain at least $85
a month as a personal needs allowance (PNA). 1 Under Commonwealth law, residents of a
personal care facility are entitled to a PNA to purchase items or services for their personal needs.
To account for the monies received and disbursed on behalf of the Riverview residents, long ago
management established the Riverview Resident Fund. This fund is fiduciary in nature, and at
any point in time assets held in the fund should equal the total sum of amounts recorded as being
held on behalf of each resident or due to the City of Philadelphia. In theory, the money collected
should be disbursed as PNAs with the remaining balance of the funds remitted to the city’s
general operating fund to sustain appropriations supporting Riverview’s operations.
To account for cash transactions within the fund, Riverview management opened an interest
bearing checking account to deposit and disburse monies on behalf of its residents. Total bank
deposits for the last three and a half (3 1/2) years have ranged from $11,835 to $137,115. In
addition to the checking account, Riverview maintains an imprest fund cash box (cash box) that
totals $8,000. Weekly, residents are given a portion of their PNA funds from this cash box.
Riverview’s accounting office (Fiscal Unit) is responsible for handling the Resident Fund and
the related deposits and disbursement activities flowing through the fund. The Fiscal Unit
prepares the bank deposits, disbursements, and bank account reconciliations; manages the cash
box; prepares all related transaction postings; and prepares, as well as remits collected revenue
amounts to the City’s Department of Revenue.
A review of Riverview’s accounting procedures for the fund (in particular, procedures for
handling the checking account and cash box), conducted by the Office of the Controller

1

Riverview’s policy is to pay a PNA of $100 each month to its residents.
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(Controller’s Office), identified a $12,970 shortage between what the bank indicated was in the
checking account of the Resident Fund and what Riverview reported as the balance of the
checking account on its books for the fiscal year ending June 30, 2011. That unexplained
shortage coupled with the vulnerability of Riverview’s residents caused the Controller’s Office
to initiate a forensic investigation to determine if any funds had been stolen. We conducted our
investigation from March 2013 through September 2013.
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MISMANAGEMENT AND LACK OF PROPER FISCAL OVERSIGHT ALLOWED
SHORTAGE IN RIVERVIEW RESIDENT FUND TO OCCUR
The OSH mismanaged and failed to provide adequate fiscal oversight over Riverview’s resident
funds, which on June 30, 2011 totaled $65,135. 2 Along with poor recordkeeping, and a number
of procedural weaknesses, these conditions allowed for the questionable and/or inappropriate use
of resident monies and gave way to an undetected $12,970 shortage of which $1,545 still
remained unaccounted for through the end of the investigation. It is essential to take immediate
corrective action to prevent any further shortages and/or improper use of monies.
Management Directed Questionable and Improper Disbursements
Management routinely directed disbursements from the Riverview resident account for payments
such as health insurance premiums, medical service providers, state fines, certain PNA, and
various other disbursements, all of which in our opinion, either were questionable and should not
have been paid at all, or should more appropriately have been paid through appropriations
granted by City Council. As shown in Table 1, we observed over $166,000 of questionable and
inappropriate disbursements for the two fiscal years we reviewed (fiscal years 2011 and 2012).
Table 1: Summary of Questionable and Improper Disbursements From Resident Account
Other
Fiscal
Year

Health
Insurance
Premiums

Medical
Services

State
Fines

PNA

2011

$35,946

$ 320

$68,504

$13,300

2012

31,067

4,441

‐0‐

Totals

$67,013

$4,761

$68,504

Salaries

Equipment

Totals

33

$2,534

$120,637

8,700

1,080

464

45,752

$22,000

$1,113

$2,998

$166,389

$

Source: Prepared by the Office of the Controller based on analysis of Resident Fund records

One of the largest ongoing types of disbursements made from the resident bank account, which
we questioned, involved payments for resident healthcare, including health insurance premiums
and other medical services, such as doctor visits and ambulance service. For fiscal years 2011
and 2012 Riverview records show nearly $72,000 had been paid for these two types of
disbursements. The bulk of these disbursements, $67,013 were for the payments of health
insurance premiums. When residents are admitted with healthcare insurance, Riverview, without
the approval of the City’s Finance Office, continues to maintain that insurance coverage even at
the expense of other residents that cannot afford such insurance. In effect, by paying for the
premiums, Riverview shortchanges the dollars remitted and available to the City’s general
operating fund to sustain appropriations supporting Riverview’s total operations, and therefore
the population of all residents served. A similar case could be argued for Riverview’s handling
of various disbursements for other resident medical costs paid from the account.

2

The reported balance of this fund at June 30, 2012 was $24,805.
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We also observed that during fiscal year 2011, management approved payments from the
account of over $68,000 in fines to the Pennsylvania Department of Public Welfare for
regulatory violations. The fines were assessed for regulatory violations (55 Pa. Code Chapter
2600) as they relate to personal care homes. Riverview paid fines totaling $50,000 for repeated
violations of fire drill regulations and $18,000 for recurring violations concerning incomplete
medical records. These fines appeared to have occurred because of deficiencies in the
management of Riverview and not as a direct result of any of its residents. Accordingly, we
consider them improper and believe they should more appropriately have been charged against
City general fund appropriations.
Other improper disbursements from the resident bank account involved certain PNA payments,
resident salaries and the acquisition of general use medical equipment. During fiscal years 2011
and 2012, for example, management allowed PNA payments totaling $22,000 to certain residents
who, because of Riverview’s designation as a “Public Emergency Shelter Care for the
Homeless,” (PESCH) lost their social security benefits three months out of every nine. 3
Throughout the six (6) months of SSI eligibility, the residents received $100 of PNA monthly
which was deducted from their SSI check. During the three (3) months of SSI ineligibility,
however, these residents still received a PNA, which was paid from the SSI and pension
payments collected from other residents. In effect, Riverview subsidized the PNA payments of
residents who temporarily lose SSI benefits with income received by other residents and
regularly shortchanged deposits to the City during a resident’s three-month period of SSI
ineligibility. 4
We empathize with management’s motive — it did not want any of the residents to go without a
monthly needs allowance — however, we believe it is inappropriate to use the income of other
Riverview residents to fund these PNA payments. Moreover, it shortchanges the City of funds
needed to subsidize operations of the entire Riverview facility, which budget records indicate is
over $3 million annually before fringe benefit costs of approximately $1 million. All of these
costs are paid using general fund money. We observed no grant funded dollars.
Additionally, for fiscal years 2011 and 2012, Riverview’s management chose to improperly
purchase $2,998 of general-use medical equipment (wheelchairs) with checks drawn from the
resident bank account, thus, circumventing the City’s purchasing procedures. Moreover, the
improperly purchased wheelchairs were never properly tagged or added to the City’s equipment
inventory. The more appropriate way for Riverview to have purchased the equipment would
have been to submit a purchase order request and pay for the equipment through appropriations
granted by City Council. Our observations revealed that Riverview’s budget detail did not
contain a line item amount for medical equipment.
Finally, in fiscal years 2011 and 2012, Riverview improperly paid over $1,000 in salaries to
some of its residents. The salaries, paid in cash from proceeds collected on behalf of the
Riverview clientele, were part of a treatment plan, but given the nature of the payments should
3

In 1988, the Social Security Administration (SSA) designated Riverview as a PESCH and not a Public Institution. This ruling
was the result of an appeal for supplemental security income (SSI) benefits by a resident of Riverview previously denied benefits
because SSA had designated Riverview as a Public Institution. Residents of Public Institutions are not eligible for benefits
according to the Code of Federal Regulation: Section 1611(e) (1) (A).
4
Conversely, we were informed that seven other residents received no PNA allowance at all because they had no sources of
income.
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more appropriately have been paid from OSH’s appropriation as they pertained directly to
Riverview’s facility operations.
Poor Recordkeeping for the Resident Fund
Our investigation revealed that in December 2008, a Riverview account clerk incorrectly used an
accounting software package known as “QuickBooks” in recording the starting account balances
for each Riverview resident. Although only one checking account existed, the clerk incorrectly
created a cash in bank ledger account for each resident instead of one general ledger cash
account with a corresponding set of offsetting liability accounts representing each resident’s
share of equity in the bank account. At any point in time, the sum total of these liability general
ledger accounts should have equaled the total of the cash in bank ledger account. Subsequently
and routinely, the account clerk incorrectly recorded transactions in the QuickBooks software. At
July 2012, QuickBooks incorrectly showed 89 general ledger bank accounts for the 89 active
Riverview residents.
Further complicating recordkeeping, the account clerk failed to appropriately establish in
QuickBooks, an $8,000 cash imprest fund that had been set up with monies taken from the
checking account and used to dispense PNA to Riverview residents each month. The fund works
much like a standard petty cash fund – cash from the imprest fund is used to pay residents their
monthly PNA, and then the fund is increased back up to $8,000 with a check drawn on the
checking account. At any point in time, the balance of cash on hand in the fund plus receipt
documents signed by each resident having received their PNA should total $8, 000. On the day
we performed a surprise count of the fund, we did find the fund to be intact and fully accounted
for.
Our investigation revealed that when the $8,000 imprest fund was established, the clerk did not
include it as a separate ledger account in the QuickBooks accounting system. Nor did she
properly account for transactions. The account clerk’s failure to capture the fund amount in the
accounting system accounted for $8,000 of the total $12,970 shortage.
Making recordkeeping over the Resident Fund worse, the account clerk that set up the accounts
using QuickBooks did not sync check numbers within the software to those numbers actually
printed on the checks. The incorrect check numbers and the 89 cash in bank ledger accounts
made it impossible to correctly use QuickBooks’ automated bank account reconciliation process.
Instead, fiscal staff had developed an elaborate tedious process that improperly reconciled the
bank balance and led to an inaccurate portrayal of amounts held on behalf of each resident.
Moreover, the improper use of the QuickBooks software severely hampered the generation of
useful and accurate accounting reports such as a statement of assets and liabilities that might
have more readily identified the existence of a shortage in the Resident Fund.
Our review of bank account reconciliations prepared for the Resident Fund from December 2008
through October 2011 disclosed they all had been prepared incorrectly. When prepared
correctly, a bank reconciliation explains the difference between the bank balance shown on bank
statement, and the corresponding amount shown on the accounting records (book balance) at a
given point in time. We observed that Riverview’s fiscal staff never used the correct book
balance amount, but instead used an amount, which required an elaborate and labor-intensive
method to compute a number they incorrectly referred to as the book balance. Moreover, the
5
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staff failed to properly implement the Standard Accounting Procedures (SAP) established by the
City’s Finance Office for the preparation of bank reconciliation statements by incorrectly
calculating the book balance. These SAPs include:
SAP 4.1.1.g: Establishment of Agency Bank Accounts (Outside the City Treasurer); 5
SAP 7.1.3.a: Fund Reconciliation for Petty Cash and Imprest Funds; and, 6
SAP 7.1.3.b: Reconciliation of All City Bank Accounts in All City Agencies. 7
In all, we found over 20 errors that had occurred in the reconciliations we reviewed. Two of the
most significant – one in the amount of $2,500 taking place in June 2009 and the other for $925
occurring in October 2010 – accounted for another $3,425 of the $12,970 shortage. The $2,500
error occurred because the account clerk failed to post to the accounting system check number
10729, dated June 30, 2009, written to pay for the pre-arranged funeral of a resident. The $925
error was the result of the clerk incorrectly increasing the total bank balance on the books by
$458.50 when in fact it should have been decreased by $458.50, thus compounding the error.
According to available documentation and interviews of the current accounting staff, the clerk
handling bookkeeping for Riverview’s Resident Fund at the time incorrectly interpreted the
instructions for correcting an error that occurred back in fiscal year 2006. Both of the above
errors had the effect of showing more money on the accounting records than actually held by the
bank.
In summary, we were able to identify $11,425 of the $12,970 shortage between what the bank
reported as in the account at June 30, 2011 and what Riverview fiscal staff reported was
available as recorded in the accounting records. The $11,425 identified amount is summarized
below:
$ 8,000
2,500
925
$11,425

Unrecorded cash imprest fund disbursed from the Resident Fund bank
account, but never recorded in the accounting system
Unrecorded check number 10729 dated June 30, 2009
Erroneous accounting entry to correct a prior fiscal year error
Total shortage accounted for

The remaining amount of the shortage was $1,545. Based on the findings described above, we
believe the remaining amount of the shortage most likely occurred because of accounting
mistakes, some having occurred several years ago. Our observations of Riverview’s operations
for handling resident funds during the investigation, as discussed below, suggest that procedures
to ensure the prevention and detection of mistakes and/or theft of the funds were severely
deficient.

5

See Appendix I: SAP 4.1.1.g
See Appendix II: SAP 7.1.3.a
7
See Appendix III: SAP 7.1.3.b
6
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Proper Procedures for Handling Riverview Resident Funds were Lacking
For the period of time covered within the scope of our investigation, we observed that Riverview
management did not properly design and place into operation procedures that would prevent and
detect accounting errors and/or irregularities involving the funds collected and disbursed on
behalf of the residents. From June 10, 2011 until August 20, 2012, when one of the fiscal staff
resigned, only one account clerk had responsibility for handling the checkbook, maintaining the
accounting records, receiving and distributing imprest fund cash, and reconciling the bank
account.
Adequate segregation of duties is a hallmark of good procedures to safeguard against accounting
mistakes and misappropriation of money. The tasks of handling the assets, recording
transactions in the books, and performing other accounting functions should never be completed
by the same individual as it increases the likelihood that errors and/or irregularities may occur
and not be timely detected. Given the vulnerability of Riverview’s residents, we believe it is
important to design and establish procedures that will not only ensure accuracy of the accounting
information, but safeguard the assets of the residents for whom Riverview has a fiduciary
responsibility.
Recommendations:
To improve accounting over the Riverview Resident Fund, we offer the following
recommendations that management should implement immediately:
•

Develop and implement a memorandum of understanding with the City’s Finance Office
defining the allowable disbursements from revenue collected from residents for the
payment of room and board charges. In our opinion, only PNA amounts and payments to
the City (the residual sum after PNA payments) should be disbursed. Disbursements for
all other type of expenditures should be processed through the City’s budgetary
accounting system.

•

Ensure that all Riverview equipment is properly tagged with City identification tags and
accounted for in the City’s centralized inventory of personal property. This should
include any items of equipment that were previously procured using residents’ funds and
were for general use of all Riverview residents.

•

Arrange for an accountant to properly establish the Resident Accounts in QuickBooks
and then provide fiscal staff with the appropriate training in the use of QuickBooks,
including use of its automated bank reconciliation feature.

•

Follow all applicable Standard Accounting Procedures adopted by the City’s Finance
Office as they apply to the bank account of the Riverview Resident Fund. Specifically,
these include SAP 4.1.1.g; 7.1.3.a; and 7.1.3.b.

•

Evaluate existing fiscal staff duties for handling resident funds and ensure they are
adequately segregated so that mistakes and/or irregularities can be detected within a
7
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timely period by employees in the normal course of performing their assigned functions.
One of the best steps management can take against the prevention of errors and fraud is to
separate responsibilities of a fiscal process among several employees.
•

Research and pursue other methods for subsidizing the PNA payments of residents who
lose their SSI for three out of every nine months. Discuss with SSA officials other
opportunities that may exist to enable these residents to continue collecting SSI year
round. Also consider the need to pursue other sources of funding such as federal and or
state grant dollars.
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