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i  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
Report of independent certified public accountants 

Board of Directors and Officers 
Resources for Hum an Developm ent, Inc 

W e have audited the accompanying consolidated statem ents of financial position of Resources for 

Human  Development, Inc. and subsidiaries (RHD) as of June 30, 2003 an d 2002, and the related 
cons olidated statements of unrestricted revenues, expenditures and other changes in unr estricted net 
assets, changes in net assets, functional expenditures and cash flows for the years then ended. These 
financial statements are the responsibility of RHD 's m anagement. Our responsibility is to express an 
opinion on these consolidated financial statements based on our audits. 

W e conducted our audits in accordance with auditing standards generally accepted in th e United States 
of America an d the standar ds applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require th at we 
plan  and perform  th e audits to obtain reasonable assurance about whether th e fin ancial statem ents ar e 
free of material misstatement. An audit includes exam ining, on a test basis, evidence supporting the 
amounts and disclosures in th e financial statements. An audit also includes assessing the accounting 
principles used and the significant estim ates made by management, as well as evaluating the overall 
consolidated finan cial statem ent presentation. W e believe th at our audits provide a reasonable basis for 

our  oplm on. 

In our  opinion, the consolidated finan cial statements referred to above present fairly, in all m aterial 
respects, the consolidated financial position of Resources for Hum an  Developm ent, Inc. an d 
subsidiar ies as of June 30, 2003 and 2002, and the consolidated changes in th eir net assets and their 
cash flows for the years then ended in conformity with accounting principles generally accepted in the 
United States of Am erica. 

In accordan ce with Go vernment Auditing Standards, we have also issued  our  report dated January 19, 
2004, on our consideration of the Organization's internal control over financial reporting an d our tests 
of its compliance with certain provisions  of laws, regulations, contracts and grants. That report is an 
integral part of an  audit perform ed in accordance with Government Auditing Standards and should be 

read in conjunction with this report in considering the results of our audits. 

Philadelphia, PA 
January 19, 2004 

, me. 

2000 MARKET STREET ' SUITE 500 ' PHILADELPHIA, PA. 19103 " PHONE: 215.496"9200 ' FAX: 215.496.9604 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

CONSOLIDATED STATEM ENTS OF FINANCIAL PO SITION 
JUNE 30, 2003 AND 2002 

Current assets: 

Cash and cash equivalents 

Limited use cash, representative 

payee cash funds 

Grants and services receivable, net of allowance for doubtfu l 

accounts of $857,074 for 2003 and $758,442 for 2002 
Inventory 

Prepaid expenses 

Total current assets 

Property an d equipm ent, net 

Other assets: 
Equity investments in compan ies, net of valuation allowances 

of $1,010,802 for 2003 and $756,284 for 2002 
Advan ces and loans to investees, net of allowance for uncollectible 

advances an d loans of $737,125 for 2003 and $741,093 for 2002 
Other 

Total assets 

2003 2002 

$ 4,671,115 

387,844 

$ 3,387,051 

297,068 
5,058,959 3,684,119 

12,580,750 

1,965,564 
300,836 

19,906,t09 

16,234,622 

2,165,340 

627,276 

137,412 

$ 39,070,759 

12,823,743 

1,888,128 
263,948 

18,659,938 

17,620,302 

786,191 

669,621 
138,285 

1,594,097 

$ 37,874,337 



LIABILITIES AND NET ASSETS 

Current liabilities: 
Lines of credit and short term  borrowings 

Current portion of long-term debt 

Current portion of obligations under capital leases 
Accounts payable and accrued expenses 

Deferred revenue, current 
Due to custodial clients 

Total current liabilities 

Long-term  debt, net of current portion 

Obligations under capital leases, net of current portion 
Long-term  comm itments 

Deferred revenue, long term  

Deferred credits 

Total liabilities 

M inority interests 

Net assets: 

Unrestricted 
Temporarily restricted 

Total net assets 

Total liabilities and net assets 

See notes to financial statem ents 
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2003 2002 

1,610,186 

220,088 

294,510 
9,126,126 

2,819,122 

387.844 

1,254,664 

363,411 

316,740 
9,959,370 

2,217,222 

297,068 

14,457,876 14,408,475 

10,577,121 

374,033 
1,211,796 

813,492 

332,055 

1,137,736 

4,638,543 

5,528,107 

10,166,650 

$ 39,070,759 

10,094,821 

606,522 

341,488 
386,866 

25,838,172 

1,284,377 

5,092,818 
5,658,970 

10,751,788 

$ 37,874,337 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
CONSOLID ATED STATEM ENTS OF UNRE STRICTED RE VENUES, EXPENDITURE S 

AND OTHER CHANGES IN UNRE STRI CTED NET ASSETS 
YEARS ENDED JUNE 30, 2003 AND 2002 

Support, revenue and other: 

Support: 
Federal 
Various states 

City of Philadelphia, PA 

M ontgomery County, PA 
Other PA counties 

M edical assistance/m anaged care 
Grants and donations 

Total unrestricted support 

Revenue: 

Patient/client fees 
Other fees and sales 

Interest and miscellan eous incom e 

Total unrestricted revenue 

Net assets released from tem porary restrictions 

Total un restricted support, revenue and other 

Expenditures: 
Program  

M an agem ent and general 
Fundraising 

Other operating 

Total expenditures 

Equity in net losses of investm ents 

Changes in un restricted net assets before 

minority interests and other adjustments 

M inority interests in net losses of investm ents 

Changes in unrestricted net assets before other adjustments 

2003 2002 

$ 3,366,715 
17,172,960 
34,378,807 

9,299,398 

8,111,172 

8,930,163 

1,138,732 

82,397,947 

8,618,635 

4,351,669 

501,832 

13,472,136 

97,829,385 

83,412,699 
12,670,832 

157,004 
1,553,240 

$ 2,781,027 
17,737,496 
31,644,555 

9,219,796 
8,844,716 

10,553,771 

974,710 

81.756.071 

7,827,368 
3,918,303 

523.087 

1,930,067 

95,954,896 

81,984,643 
12,265,467 

44,490 
990,205 

97,793,775 95,284,805 

(636,526) (28t,038) 

(600,916) 

146,641 

See notes to financial statements 
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389,053 

65.645 

$ 454,698 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
CONSOLID ATED STATEM ENTS OF CHANGES IN  NET ASSETS 

YEARS ENDED JUNE 30, 2003 AND 2002 

Unrestricted net assets: 
Total unrestricted support and revenue 

Net assets released from restrictions 

Total expenditures 
Equity in net losses of investm ents 

M inority interests in net losses of investm ents 

Allocation from minority interest 

Changes in unr estricted net assets 

Temporarily restricted net assets: 

Contributions 
Net assets released from restrictions 

Changes in temporarily restricted net assets 

Change in total net assets 

Total net assets at beginning of year 

Total net assets at end of year 

See notes to financial statem ents 
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2003 2002 

95,870,083 

1,959,302 

(97,793,775) 
(636,526) 
146,641 

(454,275) 

1,828,439 

(1,959,302) 

$ 94,024,829 
1,930,067 

(95,284,805) 
(281,038) 
65.645 

454,698 
167,190 

621,888 

3,361,516 

(1,930,067) 

1,431,449 

(585,138) 2,053,337 

10,751,788 8,698,451 

$ 10,166,650 $ 10,751,788 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

CONSOLIDATED STATEM ENTS OF CASH FLOW S 
YEARS ENDED JUNE 30, 2003 AND 2002 

Cash flows from operating activities: 
Change in total net assets 

Adjustments to reconcile change in total net assets 
to net cash provided by operating activities: 
Allocation from and other changes in minority interests 
Loss on disposition of property and equipment 
Loss on abandoment of capitalized computer software 

Increase (decrease) in allowance for doubtful accounts 
and uncollectible advances and loans 

Depreciation and amortization 
Equity in net losses of investm ents 
Deferred credit forgiveness 
Decrease in grants and services receivable 

(Increase) decrease in inventory 
Increase in prepaid expenses 

Decrease (increase) in other assets 
(Decrease) increase in accounts payable and accrued expenses 
Increase in long-term commitm ents 
Increase in deferred revenue 

Net cash provided by operating activities 

Cash flows from investing activities: 
Increase in investments in companies 
Acquisitions of property and equipment 
Net repayment of advances and loans to investees 
Distributions from investm ents 
Proceeds from sale of property and equipment 
Capital contributions from minority interests 

Net cash flows used in investing activities 

Cash flows from financing activities: 

Net proceeds (payments) on lines of credit and short term  
borrowings 
Principal payments on long-term debt and capital 
lease obligations 
Principal borrowings of long-term debt 

Net cash provided by (used in) financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents, beginning 

Consolidation adjustment 

Cash and cash equivalents, ending 

2003 2002 

$ (585,138) $ 2,053,337 

(146,641) 
136,150 

349,182 
2,363,937 
636,526 

(54,811) 
144,361 

(77,436) 
(36,888) 

32 

(833,244) 
1,211,796 
1,239,686 

(232,835) 
85,959 
338.166 

(90,937) 
2,300,973 
281,038 

(54,811) 
926,643 
184,464 

(43,463) 
(1,765) 

453,248 

292,357 

4,347,512 6,492,374 

(2,435,437) 
(1,197,306) 

46.413 
665.493 

(346,038) 
(2,128,375) 
240,147 
114,798 
65,958 
4.743 

(2,920,837) (2,048,767) 

355,522 (2,227,240) 

(497,704) (512,485) 
500.000 

357.818 

1,784,493 

3,387,051 

(500,429) 

$ 4,671,115 

See notes to financial statem ents 
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(2,739,725) 

1,703,882 

1,683,169 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

CONSOLIDATED STATEM ENTS OF CASH FLOW S (CONTINUED) 
YEARS ENDED JUNE 30, 2003 AND 2002 

Supplemental disclosure of cash flow inform ation 

Cash paid for interest 

Supplemental disclosure noncash financing and investing activities 
Debt, capital lease obligations, and deferred liabilities 

incurred for the acquisition of property and equipment 

Disposal of assets and related debt 

See notes to financial statements 
17 

2003 2002 

773,825 

82,042 

165,782 

$ 789,815 

$ 381,563 

$ 363,350 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S 

YEARS ENDED JUNE 30, 2003 AND  2002 

Summ ary of significant accounting policies 

Nature of activities 

Resources for Human Development, Inc. (the Organization) is a not-for-profit organization 
which operates programs nationwide, but primarily throughout the eastern United States. These 
program s include mental health, mental retardation, homeless, drug and alcohol, community 
living arrangements, affordable housing and probation and parole services. In addition, 
through its for-profit subsidiaries, the Organization operates program s primarily designed to 
lend and invest capital in businesses which are located in and employ people from econom ically 
challenged areas. 

Basis of presentation 

The accompanying consolidated financial statements include the accounts of the Organization 
and its for-profit subsidiaries, Murex Corporation (Murex) 100% owned by the Organization, 
and Murex Investments, Inc. (Murex Investments) 93% owned by the Organization. The 
consolidated financial statements have been prepared in accordance with the audit guide 
published by the American Institute of Certified Public Accountants, Audit and Accounting 
Guide for Not-for-Profit Organizations, 
Organizations. Intercompany investm ents, 

as required for Voluntary Health and W elfare 
advances and transactions have been elim inated. 

Accounting principles generally accepted in the United States require not-fu r-profit 
organizations to distinguish betw een contributions received that increase perm anently restricted 
net assets, temporarily restricted net assets and unrestricted net assets. 

Donated services, mostly consulting services for various program s, are required to be reported 
at their fair market value in the year that the services are contributed or promised to be 
contributed. The Organization records in-kind income and expenses for reporting to its funding 
sources in accordance with the associated contract requirements. These reporting requirements 
differ from generally accepted accounting principles. Accordingly, only a portion of the 
am ounts reported to funding sources have been recorded as donated services in th e 
accompanying consolidated financial statements. 

Contracts and grants 

Revenue from governm ent contracts and grants, including overhead allowance, is generally 
recognized as the related expenses are incurred. The Organization has significant contracts and 
grants with various agencies of the federal and state governm ents, departm ents of the City of 
Philadelphia, and various counties in southeastern and eastern Pennsylvania. 



 

RESOUR CES FOR H UM AN DEVELOPM ENT, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATE ME NTS (CONT INUED) 
YEARS ENDED JUNE 30, 2003 AND  2002 

Summary of significant accounting policies (continued) 

Net assets 

Net assets are categorized according to externally (donor) imposed restrictions. A description 
of the net asset categories is as follows: 

Unrestricted Net Assets - are th ose assets that are available for the support of 
operations and whose use is not externally restricted. 

Temporarily Restricted Net Assets - are those assets whose use by the Organization has 
been lim ited by donors to a specific tim e period or purpose. 

Concentrations of credit risk 

Financial instruments that potentially subject the Organization to concentrations of credit risk 
consist principally of temporary cash investm ents and receivables from governm ental and other 
agencies. The receivables from governm ental agencies are prim arily obligations of the federal 
and state governm ents, the City of Philadelphia and various counties in Pennsylvania. In 
addition, there are accounts receivable from third party m anaged care organizations that 
reim burse the Organization on behalf of governm ental agencies, principally the City of 
Philadelphia. 

Lim ited use cash 

Representative payee cash funds are custodial funds that have been established to account for 
assets received by th e Organization on behalf of certain clients of certain program s. These 
funds are expended at the discretion of the program  directors, for the direct benefit of the 
individual clients. 

Property and equipment and depreciation and am ortization 

Property and equipment are recorded at cost. Provisions for depreciation and amortization are 
made over the estimated useful lives, ranging from 3 to 25 years, of the respective assets using 
the straight-line m ethod. M aintenance and repairs are charged to activities as incurred. A 
substantial portion of capital assets has been purchased through grants and contracts. Such 
amounts received are included in support and revenue. Related expenditures are capitalized and 
depreciated over estimated lives when title to the related assets is held by the Organization. 



 

RESOUR CES FOR H UM AN DEVELOPM ENT, IN C . 

NOTES TO CONSOLIDATED FINANCIAL STATE M ENT S (CONTINUED) 
YEARS ENDED JU NE 30, 2003 AND 2002 

Summary of significant accounting policies (continued) 

Property and equipment and depreciation and amortization (continued) 

Under certain program -funded agreements, ownership of property and equipment acquired with 
grantor fu nds is vested with and may revert back to the grantor under certain circum stances. 
However, due to the nature of the program s and the long term  relationships of the Organization 
with the grantors, management feels that the financial statements of th e Organization are more 
complete by capitalizing these assets. 

Investm ents 

Investments in partnerships, limited liability companies and unconsolidated corporations are 
included in the accompanying consolidated financial statements using the equity method of 
accounting. 

Cash and cash equivalents 

For purp oses of the consolidated statem ent of cash flows, th e Organization considers cash on 
hand, deposits with banks and short-term  investm ents with original m aturities of three month s 
or less to be cash and cash equivalents. 

Inventory 

Inventory is recorded at the lower of cost, on a specific identification basis, or market (net 
realizable value) and consists primarily of residential properties purchased for resale and related 
construction-in-progress. Through various programs, the Organization purchases, renovates 
and sells hom es, prim arily to eligible low-income fam ilies. 

Capitalized computer software costs 

Accounting principles generally accepted in th e United States of America require the 
capitalization of certain costs incurred in connection with developing internal use software and 
software for resale. Prior to the adoption of this principle in 2000, the Organization expensed 
all costs related to software developm ent as incurred. The Organization had capitalized 
approximately $394,000 of computer software costs and amortized approximately $56,000 as of 
June 30, 2001. During the year ended June 30, 2002, m ana gement decided to term inate its 
program of developing software for resale. Instead, management decided to develop software 
for its internal use only. Therefore, the Organization wrote off all capitalized software related 
to development for resale and capitalized $100,000 for the cost of the software developed for 
internal use 



 

RESOUR CES FOR HUM AN DEVELO PM ENT , INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JUNE 30, 2003 AND 2002 

Summary of significant accounting policies (continued) 

Pension plan 

The Organization maintains a noncontributory, variable annuity "403(b)" plan for the benefit 
of all full-tim e eligible employees. Each employee is fu lly vested imm ediately upon entry into 
the plan. Employee participation is voluntary  and contributions by the employees are pursuant 
to salary reduction. The Organization does not match employee contributions. 

Deferred compensation plan 

The Organization has implemented a non-qualified deferred compensation plan in accordance 
with Internal Revenue Service Code Section 457. In order to receive a payment under th is 
plan, an employee must have both worked full-tim e for the Organization for 25 years and have 
attained th e age of 65. The benefit am ount is equal to th e annual salary of th e employee in the 
year they reach 25 years of service. It will be paid to the employee in four annual installments 
beginning in th e year the employee attains both criteria. At June 30, 2003 and 2002, the 
estim ated present value of the future benefits are $138,899 and $93,388 respectively, and have 
been included in accrued expenses. 

Tax status 

The Organization is exempt from federal, state and local income taxes under Section 501(c)(3) 
of the Internal Revenue Code and similar state and local laws, therefore, no provision for 
income taxes has been made in the accompanying consolidated financial statements. M urex, 

and Murex Investments, for-profit corporations, are subject to federal, state and local taxation. 

Use of estim ates 

In preparing financial statements in conformity with generally accepted accounting principles in 
the United States of America, management is required to make estim ates and assumptions that 
affect th e reported am ounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated fina ncial statements, and th e reported am ounts of 
revenues and expenditu res during the reporting period. Actual results could differ from those 
estim ates. 

Financial instruments 

Generally accepted accounting principles require entities to disclose the estim ated fair value of 
their financial instrument assets and liabilities. The Organization has identified th e following as 
financial instruments, all of which have carry ing values which approxim ate fair value: cash and 
cash equivalents, investments in and advances to partnerships and long-term debt. 



 

RESOUR CES FOR HU M AN DEVELO PM ENT, IN C . 

NOTES TO CONSOLIDATED FIN AN CIAL STATEM ENTS (CONTINUED) 
YEAR S END ED JU NE 30, 2003 AND  2002 

Summary of significant accounting policies (continued) 

Deferred revenue 

Deferred  revenue consists primarily of program revenues received but not earned. These 
revenues will be earned as the program  conditions are met. 

In addition, the Organization receives grants to subsidize th e construction and rehabilitation of 
homes under the affordable housing program s. Revenue from th ese grants is deferred until the 
homes are sold. At the time of the sale of a home, the portion of the deferred revenue related to 
the sold home is recognized as revenue in the statement of activities. 

M inority interests 

M inority interests reflect the equity of a subsidiary which is not held by the Organization or its 
subsidiaries. 

Restatem ents 

The June 30, 2002 am ounts have been restated to include entities not previously consolidated 
into M urex. As explained in Note 3 "Equity investments in companies and minority interests", 
Murex has control over these entities but not a majority interest. 

During the year ended June 30, 2003, a company previously wholly owned by M urex 
Investments issued shares to new investors. This transaction changed the nature of the 
accounting for that investm ent from a consolidated entity to an investm ent accounted for under 
the equity m ethod. For the year ended June 30, 2002, the accounts of the wholly owned 
subsidiary were included in the accounts presented in the cons olidated finan cial statements. 
The only asset owned by th at investment, as of Jun e 30, 2002, was cash. Accordingly, in order 

to reflect the current ownership status at June 30, 2003, a reclassifying consolidation adjustm ent 
has been noted on th e cash flow statem ent reflecting a decrease in cash an d an  increase in 
investment in this entity . 

Reclassifications  

Certain am oun ts in the 2002 financial statements ha ve been reclassified to conform with the 
2003 fmancial statem ent presentation. 



 

RESOURCES FOR HU M AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FIN ANCIAL STATEM ENT S (CONTINUED) 

YEAR S END ED JUNE 30, 2003 AND  2002 

Property and equipment 

The following is a summary of property an d equipment (at cost) and accumulated depreciation 
and am ortization: 

2003 2002 

Real estate an d improvements 
Leasehold improvem ents 
Furniture and fixtures 
Computer equipment 
Automobiles 

Less accum ulated depreciation 
and am ortization 

$ 18,475,764 
3,439,903 
1,790,792 
2,145,327 
3,880,677 
29,732,463 

13.497.841 12.107.084 

Property and equipment, net $ 16,234,622 $ 17.620.302 

Depreciation an d am ortization expense for the year: 

Program  
M anagem ent and general 
Other operating 

2003 

$ 1,519,575 
653,161 
191,201 

$ 1,504,578 
606,155 
190,240 

Equipment purchased through grants an d contracts am ounted to $794,968 and $1,830,400 for 
the years ended June 30, 2003 an d 2002, respe ctively. 

Equity investments in companies an d minority interests 

The Organization has investments in the following companies through its for profit subsidiaries 
M urex an d M urex Investm ents: 

City Sort, LP* 
Computer System s and Solutions, Inc. 
CSS Laptop, Inc. 
CSS Staffing, Inc. 
Laser Laboratories, LLC* 
M urex Capital, LP* 
M urex Investm ents I, LP* 
M urex Investm ents, LLC* 
Phoenix Foods, LLC* 
Sun & Earth, Inc.* 
Urban W orks, LLC/The Service W orks  Co.* 
Other m iscellan eous investments 

12.30% 
30.00 
30.00 
30.00 
43.33 
27.30 
65.45 
20.00 
9.00 
9.27 
20.90 

01-1.00 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S (CONTINUED) 
YEARS ENDED JUNE 30, 2003 AND  2002 

Equity investments in companies and minority interests (continued) 

Aggregate cost and carrying values of the investments are as follows 

2003 

Original investm ents 

Accumulated allocated earnings (losses) 
net of dividends 

Valuation allowances* 

Oth er m iscellaneous investm ents 

Equity investments in companies, net 

$ 4,189,800 $ 1,900,000 

( 1~017,764 ) 
3,172,036 

( 1,010,802 ) 
2,161,234 

( 363,754 ) 
1,536,246 

( 756,284 ) 
779,962 

4.106 6.229 

* Over the past several years, the Organization has received restricted grants and donations 
for the purpose of investing in companies th rough M urex Investm ent s, to promote 

economic and job development in specified areas in Pennsylvania. These companies are 
typically considered risky based on their current financial position and inability to receive 
additional financing from their banks. The valuation allowances pertain to these 
investments. 

The Organization has elected to record all of its investm ents using the equity method, even 
those in which they own less th an 20% . In m ost cases, the Organization exercises significant 
influence and in those investments in which it owns less than 20% , the equity method 
approxim ates the cost method. The Organization's losses are lim ited to the extent of their 
capital contributions. 

The m inority interest in the Organization's subsidiary, M urex Investm ents, consists of a 7 
percent and 8 percent non-voting comm on stock ownership by another investor as of June 30, 
2003 and 2002, respectively. During the year ended June 30, 2001, the other investor invested 

$300,000 in Murex Investments. As a result of the investm ent, losses of the entity were 
partially allocated to the new investor. Accordingly, th e Organization recognized an increase in 

its net assets of approximately $167,000 at June 30, 2002. The Organization owns all of the 
voting equity of the subsidiary  both before and after the transaction. 

There are three investments in M urex which have minority interests. In two of these 
investments, Murex has control of the company but not a majority ownership. Control results 
from th e Organization's appointm ent of management or m embers of the board of directors. 
The minority interests own 99% and 99.9% of the equity of the companies. In the third 
investm ent, Murex is both a majority owner and has significant control. 
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RESOURCES FOR H UM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATE M ENT S (CONT INUED) 

YEARS ENDED JUNE 30, 2003 AND  2002 

4. Advances and loans to investees and related party transactions 

The Organization through its for-profit subsidiaries, M urex and M urex Investm ents, has made 
loans and advances with certain partnerships and companies. In addition

, th e Organization, 
through its subsidiary, M urex Investments, has made loans to certain companies with which it 
has an equity interest. M urex Investments invests in certain companies located in distressed 
areas of Philadelphia, Pennsylvania. It requires all of its investees to adhere to certain 
principles, including a minimum level of hiring local people from welfare

, a minim um wage in 
excess of the federal mi nim um wage, and the sharing of profits with the employees. The source 
of funds for investing and lending to these companies is a grant from the Shefa Fund

. The 
investm ents in these companies are accounted for using the equity method of accounting. The 
nature of the significant loans are as follows: 

Various advances to affiliated entities with 
which the Organization has an ownership 
interest or control, These advances have 

no repaym ent term s. 

2002 

544,231 $ 558.589 

Note receivable to a company which bears 
interest at a rate of 1% over prim e rate, 
5% and 5.75% at June 30, 2003 and 2002, 
respectively. The balance was due on 
M arch 5, 2003. 137,355 137,355 

Note receivable to a company which bears 
interest at 1% over prim e rate, 5% and 5.75% 
at June 30, 2003 and 2002, respectively. This 
note is due on demand. 599,770 599

,770 

Note receivable to three partnerships which 
M urex is a partner. The note bears interest at 
1% over prim e rate, 5% and 5.75% at June 30, 
2003 and 2002, respectively, and is due on demand. 55,000 65,000 

Note receivable to a company which M urex Investments 
owns a 25.96% interest. The note bears interest at 8% 
and was due June 20, 2003. Thi s receivable was 
converted to an equity investm ent in December, 2002 50,000 
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RESOUR CES FOR HU M AN DEVELO PM ENT, INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENT S (CONTINUED) 
YEARS ENDED JU NE 30, 2003 AND  2002 

Advances and loans to investees and related party tran sactions (continued) 
2003 2002 

Var ious advan ces to companies, payable on 
demand and bearing an 8% interest rate. 28.045 

1,364,401 1,410,714 

Less allowance for uncollectible advances ( 737,125 ) ( 741,093 ) 

In addition, the Organization purchases vehicles from a wholly-owned subsidiary. The 
intercompany sales were $280,550 an d $311,613 for the years ended June 30, 2003 an d 2002, 
respectively. 

5. Lines of credit an d short term borrowings 

The Organization has lines of credit an d short term borrowings as follows: 

2003 2002 
Line of credit of $1,500,000 with a bank. 
Interest on borrowings un der this agreement 
is based on the Federal funds rate plus 1% . 
At June 30, 2003 and 2002, the effective rate was 
3.75% an d 4.25% , respectively. It is collateralized 
by accounts receivable, inventory, furn iture 
and fixtures an d m achinery. The line expires 
on April 30, 2004 $ 772,705 $ 825,711 

Notes payable, CL1, interest at 8.0% to 9.3% , 
collateralized by inventory ; due at the end 

of the related project. 337,481 428,953 

Line of credit of $8,000,000 with an other 
bank . lnterest under th is agreem ent is at 
the bank 's prime rate which was 4% at June 
30, 2003. It is collateralized by accoun ts 
receivable. The line expires on April 30, 2004. 500,000 

In addition, the Organization is obligated under outstanding letters of credit of $1,200,000 and 
$1,300,000 at June 30, 2003 and 2002, respectively. 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATE D FIN AN CIAL STATEME NT S (CONTINUED) 

YEARS ENDED JUNE 30, 2003 AND 2002 

Long-term debt 

M ortgage notes, payable in m onthly installments 

ranging from $0 to $4,313, most including interest 
ranging from 4.5 % to 9.75 % , collateralized by 
various properties, maturing at various times from 
July, 2002 through August, 2030. $ 4,867,953 $ 4,986,822 

M ortgage notes, payable in m onthly installments 
ranging from $0 to $21,841, mostly including interest 
ranging from 1% to 7.1% , collateralized by rental 
property and equipment, maturing at various times 
from June, 2027 through Decem ber, 2028. 4,527,522 4,566,950 

M ortgage notes, payable in monthly installments 
ranging from $0 to $4,428, mostly including interest 
ranging from 1% to 10.5% , collateralized by the 
income producing assets, maturing at various times 
from year 2021 through 2035. 754,285 750,706 

Note payable, interest due sem i-annually based 
on interest income received related to investm ent 
of these proceeds. 500,000 

Notes payable, due in monthly installments of $1,824 
including interest at 7.5 % , uncollateralized, 
m aturing July 2012. 

Less current portion 

Long-term  portion 

27 

147.449 153.754 

10,797,209 10,458,232 

220.088 363.411 



 

RESOURCES FO R HUM AN DEVELO PM ENT, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONT INUED) 
YEARS END ED JU NE 30, 2003 AND 2002 

6. Long-term debt (continued) 

M aturities of long-term  debt over the next five years and thereafter are as follows 

Year ending June 30, 
2004 
2005 
2006 
2007 
2008 
Thereafter 

Interest expense for the years ended June 30, 2003 and 2002 was $773,825 and $789,815 
respectively. 

7. Deferred credits 

The Organization has received grants/loans from  various governm ental agencies for 
acquiring and/or rehabilitating properties for specified purposes. If the conditions of each 
grant/loan agreement are met, these balances will be forgiven over periods ranging from 
10 to 20 years. The grants/loans bear no interest except in the event of default. No 
interest has been accrued because it is the intention of the Organ ization to com ply with 
all related conditions. The deferred credit balances are as follows: 

200 3 200 2 
City of Philadelphia - Office of Housing and 

Community Development (originated June 
1990 in the amount of $150,000 to be forgiven 
at the rate of 5 % per year through June 2010) $ 52,500  $ 60,00 0 

City of Philadelphia - Office of Housing an d 

Community Development (originated June 
1991 in the am ount of $150,00 0 to be forgiven 
at the rate of 10% per year after the initial 
10-year period) 120,00 0 135,000 

Federal Home Loan Bank (originated June 1993 
in the am ount of $70,000  to be forgiven at the 
rate of 6.667 % per year over a 15-year period 
ending June 2007) 21,463 26,130 



 

RESOUR CES FO R HUM AN DEVELO PM ENT, INC . 

NOTES TO CONSOLIDATE D FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JUNE 30, 2003 AND  2002 

Deferred credits (continued) 

M ontgomery County Home Rehab Program 
(originated April 1995 in the amount of $35,251 
to be forgiven at the rate of 10% per year 
through April, 2005) 7,051 10,576 

M ontgomery County Home Program (originated 
June 1996 in the amount of $68,333 to be 
forgiven in July, 2011) 68,333 68,333 

M ontgomery County Home Program (originated 
September 1988 in the amount of $83,690 to be 
forgiven at the rate of 10% per year after the initial 
10-year period) 39,083 47,452 

City of Philadelphia Redevelopment Authority 
(originated November 1994 in the am ount of 
$157,500 to be forgiven at the rate of 10% per 
year through November 2004) 23,625 

$ 332 0~Q~55 

39.375 

During the year ending June 30, 2004, it is anticipated that $54,811 of deferred credits will be 
forgiven. 

Lease comm itm ents 

The Organization leases various buildings and equipment under leasing arrangements expiring 
through the year 2014. These leases are accounted for as operating leases. Generally, leases 
with term s beyond one year contain defunding clauses which allow the Organization to 
termina te a lease, within 90 days of the loss of governm ent funding. Future m inimum annual 
rentals under lease arrangem ents at June 30, 2003 are as follows: 

Year ending June 30, 
2004 
2005 
2006 
2007 
2008 
Thereafter 

Total 

29 

$ 4,030,035 
2,250,898 
1,049,901 
453,002 
245,160 
195.655 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 

YEARS ENDED JU NE 30, 2003 AND 2002 

8. Lease comminnents (continued) 

The Organization also m aintains num erous leases with terms of one year or less which are not 
included in the above schedule. Rent expense for the years ended June 30, 2003 and 2002 
aggregated $6,147,996 and $6,007,172, respectively. 

Capital lease obligations 

The Com pany leases numerous autom obiles under noncancellable capital leases. As a result, 
$1,951,518 and $1,918,982 of leased assets and $668,542 and $939,092 of related accumulated 
depreciation have been included in property and equipm ent as of June 30, 2003 and 2002, 

respectively. The leases have imputed interest rates ranging between 6.0% and 15% per 
annum . Future minimum lease payments are as follows: 

Year ending June 30, 
2004 
2005 
2006 
2007 
2008 
M inimum lease payments 

9. Sel~insurance 

Less amount representing interest 
Present value of m inimum lease paym ents 

Current portion 

Long-term  portion 

342,267 
248,549 
120,762 
28,027 
7.803 

747,408 

78.865 
668,543 

294.510 

By permission of the Pennsylvania Bureau of W orkers' Compensation, the Organization 
maintains a self-insurance program for workers' compensation for its employees working in 
Pennsylvania. In addition, th e Organization is also self-insured for automobile, general liability 
and property coverage for the years ended June 30, 2003 and 2002. Excess insurance policies 
are maintained with respect to th e various self-insuran ce plans, and claim s are handled by third- 
party admini strators. Included in accounts payable and accrued expenses at June 30, 2003 and 
2002 is $1,105,331 and $1,726,408, respectively, for future claim s for all self-insurance 
coverage, which represents an  estimate by m anagement. The ultimate cost, however, will 
depend on th e extent of future claim s. 
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RESOURCES FOR HUM AN DEVE LOPM ENT, INC . 

NOTES TO CONSOLIDATED FINAN CIAL STATE ME NTS (CONTINUED) 
YEAR S ENDED JU NE 30, 2003 AND  2002 

Revenues - various states 

A breakdown of funding from various states is as follows: 

Years ended June 30 

Connecticut 
Delaware 
Florida 
Louisiana 
M assachusetts 
New Jersey 
Pennsylvania 

Total 

11. Concentrations of credit risk 

.2003 
$ 2,448,739 

448,684 
5,615,932 
2,648,943 
4,325,701 
513,143 

1.171.818 

2002 
$ 2,511,256 

107,502 
4,618,719 
2,848,638 
4,698,422 
1,497,805 
1.455.154 

Program s operated by the Organization are primarily fu nded by various governm ental agencies. 
The ability of the Organization to m aintain its overhead structure and m eet future financial 
conunitments is dependent on th e continued funding of these programs. 

The Organization m aintains cash balances at financial institu tions located in various states. 

Accounts at an institution may, at times, exceed the Federally insured limits of $100,000. As 
of June 30, 2003, approximately $4,372,000 exceeded insured limits. 

Other comm itm ents and contingencies 

Litigation 

The Organization is currently defending itself in several ongoing lawsuits. All estimated costs 
relating to these actions have been included in accru ed expenses or are covered under existing 

insurance policies. 



 

RESOUR CES FOR H UM AN DEVELOPM ENT, INC . 

NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (CONTINUED) 
YEARS ENDED JUNE 30, 2003 AND 2002 

Other commitments and contingencies (continued) 

Guarantee comm itm ent 

The Organization has applied the disclosure provisions of FASB Interpretation No. 45 (FIN 
45), "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect 
Guarantees of Indebtedness of Others", to its agreements th at contain guarantee clauses. These 
disclosure provisions expand th ose required by FASB Statement No. 5, "Accounting for 
Contingencies", by requiring a guarantor to disclose certain types of guarantees, even if the 
likelihood of requiring the guarantor's perform an ce is remote. FIN 45 requires th e 
Organization to record th e guarantee comm itm ents as liabilities in the statem ent of financial 
position, starting with guarantees entered into after December 31, 2002, rather than simply 
disclosing the guarantee comm itm ents in the financial statement footnotes. The following is a 
description of arrangements in which the Organization is the guarantor. 

The Organization has guaranteed that th ere will be funds available in an entity partially owned 
by the Organization over the next ten years to m atch sim ilar amounts provided by the Small 

Business Administration (SBA). The entity will use these funds for technical assistance in its 
investm ent program . If the entity cannot generate fu nds equal to the fu nds provided by the 
SBA for paying its technical assistance costs, then the Organization must provide the funds. At 
June 30, 2003, the Organization has received restricted contributions and grants available to 

fund this project, if necessary. The present value of the liability at June 30, 2003 is 
$1,276,796. The current portion of this liability is $165,000 and is reported as part of accrued 
expenses at June 30, 2003, with the remaining balance reported as a long-term  comm itm ent in 
the statement of financial position. 

M urex Investm ents is also a gu arantor of a $100,000 loan obtained by another compan y in 
which it is an investor. The total liability of $100,000 is included in long-term commitments in 
the statement of financial position at June 30, 2003. 

Capital comm itm ent 

On M arch 31, 2003, M urex Investm ents committed to invest $3,600,000 in a limited 
partnership whose purp ose is to invest in a diversified portfolio of companies located prim arily 
in economically distressed areas. The comm itm ent is funded based on capital calls m ade by the 
general partner of th e partnership and must be funded by M arch 31, 2009. As of June 30, 
2003, approximately $360,000 had been funded. 

13. Subsequent event 

On September 30, 2003, M urex Investm ents funded an additional $360,000 of its $3,600,000 
capita/ commitm ent in a limited partnership. On December 29, 2003, M urex /nvestm ents 
assigned $1,000,000 of its $3,600,000 capital commitment with approval of the limited 
partnership and its primary lender to another investor, resulting in a remaining capital 
commitment of $2,080,000 in the limited partnershi p. As a result, M urex Investments was 
reimbursed $200,000 of excess capital contributions and its ownership decreased from 65% to 
47% . 
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SUPPLEM ENTAL INFORM ATION 



i  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIt'IED PUBLIC ACCOUNTANTS ON 

OTHER SUPPLEM ENTAL INFORM ATION 

Board of Directors and Officers 
Resources for Hum an Developm ent, Inc 

Our audits were perform ed for the purpose of forming an  opinion on the basic consolidated financial 
statements of the Organization taken as a whole. The accompanying other supplem ental information on 
pages 34 through 70 is. presented for purp oses of additional analysis and is not a required part of the 

basic consolidated financial statements. Such inform ation has been subjected to the auditing procedures 
applied in th e audits of th e basic consolidated finan cial statem ents an d

, in our opinion, is fairly stated, 
in all material respects, in relation to the basic consolidated finan cial statements taken as a whole. 

Philadelphia, PA 
January 19, 2004 
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RESOURCES FOR HUM AN DEVELOPM ENT, IN C . 
O FFICE O F M E NTAL H EALTH /M ENTAL RETARD A TIO N 

SCH EDULE O F ADJU STME NTS ON PRO G RAM  ACTIVITY INVO ICE SUM M ARY 
CO NTRA CT N O . 03-20019 

YE AR END ED JUN E 30, 2003 

Code nos. 0200-1637, 0202-0942, 0260-1143, 0260-1150, 0260-1200, 0260-1300, 0260-1615 
0260-1617, 0260-1637, 0260-1642, 0260-1696, 0261-1615sic95, 0261-1150st.cu03 
0261-1696st.cw02,0261-1150sc99, 0261-1300sc99, and 0261-1615sc99. 

There were no adjustments to the Program Activity Invoice Summary 
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RESOUR CES FOR H UM AN  DEVELOPM ENT, IN C . 
O FFICE O F M EN TAL H EALTH /M ENTAL RETARD A TIO N 

SCH EDULE O F AD JUSTM ENTS ON PRO GRAM  ACTIVITY IN V O ICE SUM M ARY 
CO NTRA CT NO . 99-20266-03 
YEAR END ED JUN E 30, 2003 

Code nos 01-00-1400, 01-00-1493, 01-00-1602, 01-00-1612, 01-00-1613, 01-00-1615, 00- 
00-1616, 01-00-1618, 01-00-1619, 01-00-1621, 01-00-1695, 01-00-1696, 01-00- 
2218, 01-02-1616, 01-02-1695, 01-04-1615, 01-05-1615, 01-06-1696, 01-07- 
1612, 01-07-1620, 01-08-1622, 01-40-1433, 01-40-1619, 01-40-1626, 01-40- 
1695, and 01-82-1526. 

There were no adjustments to the Program Activity Invoice Summary 
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Total contract: 

Less: 
Funds drawn down - prior fiscal year 

Funds drawn down - current year 

Total funds drawn down 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
OFFICE OF HOUSING AND COM M UNITY 

SCHEDULE OF SOURCE AND STATUS OF FUNDS 
CONTRACT NO. 03-20392 

YEAR ENDED JUN E 30, 2003 

CDBG 
funds 

HOM E 
income 

Other city 
funds 

93.193 

Funds still available for draw down $ 40 

Total funds drawn down 

Add: 
Program income 

Total funds received 

$ 5,322 $ 5,201 

$ 

$ 

$ 93,193 $ 211,878 $ 146,791 $ 

93.193 

Le ss: 
Program income expended 
Funds  applied - prior fiscal year 
Funds applied - current fiscal year 93,193 

Total funds applied 

Total funds due from funding source 

Total funds available for disposition 

93.193 

21 L878 146.791 

211.878 146.79 

$ $ $ $ 

$ 

Noncity 
funds 

451,862 

451,862 

$ 10,563 

451,862 

451,862 

$ 



 

RESOURCES FOR HUM AN DEVELOPM ENT 
OFFICE OF HOUSIN G AND COM M UNITY DEVELOPM ENT 

SCHEDULE OF PROGRAM  INCOM E 
CONTRA CT NO. 03-20392 

YEAR END ED JUNE 30 2003 

Program income (cumulative through June 30, 2001) 

Less progr am incom e expended in prior years 

Beginning balance, July 1, 2002 

Add program income received in current fiscal year 

Less program incom e expended in current fiscal year 

Ending balance, June 30, 2003 

Sale 
proceeds 

47 

Rent 
collected Total 
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RESOURCES FO R HUM AN DEVELOPM ENT, INC. 
COORDINATING OFFICE FOR DRUG AND ALCOH O L ABUSE PRO GRAM S 

SCHEDULE OF FUN CTIONAL EXPENDITURES 
BY CONTRA CT/PROG RAM  AND RE VENUES BY FUNDING SOURCE 

CON TRA CT NO . 03-20004 
YEAR ENDED JUNE 30, 2003 

Expenditures by cost center: 
Total personnel services 
Total operating expenses 
Total fixed asests 

N ew Start 

Contract No 
03-20004 

52,000 

Total expenditures by cost center 52,000 

Funding sources: 
Client fees 
City of Philadelphia, Coordinating 

O ffi ce for Drug and Alcohol Abuse 

Other 52,000 

Total funding sour ces 

Excess of expenditures over 
fu nding sources 

52.000 

Endow -a-Hom e 
Outpatient Serv ices 

Contract No. 
03-20004 

Transitional 
Housing 

Contract N o 
03-20004 

47,128 $ 

15,702 

62,830 

62,830 

397,463 

226,405 

623.868 

46,758 

103,000 
474,110 

623.868 

$ $ 



 



 

RE SO URCES FO R H UM A N DEVE LO PM EN T, IN C . 
STATEM EN T O F PRO G RA M  EXPENDITURES AN D PR O G RA M  RE V EN U E 

AA C O AW ARD NUM BER C2068 

YEAR ENDED JUN E 30, 2003 

Expenditures: 
Personnel: 
Salaries 

Fringe benefits 

Total personnel expenditu res 

Operating: 
Occupancy 
Com m unications 
Education/Program  supplies 

Printing 
Other 

Total operating expenditures 

Equipm ent: 
Lease/rental 

Total equipm ent expenditures 

Total direct expenditures 

Adm inistration 

Total expenditu res 

Net AACO funded expenditu res 

53 

12,496 
2.420 

14.916 

1,482 

107 
855 

455 

2.899 

243 

243 

18,058 

1,661 

19,719 

19.719 



 

RESOUR CES FO R H UM AN DEVELO PM ENT, INC. 
STATEM ENT O F PRO GRAM  EXPENDITURE S AND PRO GRA M  RE VENUE 

AACO AW ARD NUM BER C2070 
YEA R ENDED JUNE 30, 2003 

Expenditures: 
Personnel: 
Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 

Com munications 
Education/Program  supplies 

Printing 
Other 

Total operating expenditures 

Equipm ent: 

Lease/rental 

Total equipm ent expenditu res 

Total direct expenditures 

A dm inistration 

Total expenditu res 

N et AACO funded expenditu res 

8,583 
1,659 

1,482 
85 
581 

365 
1.060 

3,573 

243 

243 

14,058 

1,293 

15,351 



 

RESO URCES FO R H UM AN DEVELO PM EN T, INC. 
STATEM ENT OF PRO GRA M  EXPENDITURE S AND  PRO G RAM  RE VEN UE 

AA CO AW ARD NUM BER C 2071 
YEAR ENDED JUNE 30, 2003 

Expenditures: 
Personnel: 
Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 

Com m unications 
Education/Program supplies 
Printing 
Other 

Total operating expenditures 

Equipm ent: 

Lease/rental 

Total equipm ent expenditures 

Total direct expenditures 

Adm inistration 

Total expenditures 

N et AA CO funded expenditures 

8,253 
1.598 

9.851 

1,481 

107 

643 
487 

750 

3.468 

243 

243 

13,562 

1,246 

14,808 



 

RESOURCES FO R HUM AN DEVELO PM ENT, IN C. 
STA TEM ENT O F PRO G RAM  EXPENDITURE S AND PRO GR AM  RE VENUE 

AACO AW ARD NUM BER C2072 
YEAR END ED JUN E 30, 2003 

Expenditures: 
Personnel: 

Salaries 
Fringe benefits 

Total personnel expenditu res 

Operating: 
Occupancy 
Comm unications 

Education/Program supplies 
Printing 

Other 

Total operating expenditu res 

Equipm ent: 
Lease/rental 

Total equipm ent expenditu res 

Total direct expenditu res 

Adm inistration 

Total expenditures 

N et AACO funded expenditures 

5,446 

902 

1,482 

107 

1,097 

487 

1,229 

4.402 

243 

243 

10,993 

1.010 

12,003 



 

RESO URCES FO R H UM AN D EVELO PM ENT, IN C. 
STA TEM ENT OF PRO G RA M  EXPENDITURES AND PRO G RA M  RE VENUE 

AA C O AW ARD NUM BER C3068 
YEAR END ED JUN E 30, 2003 

Expenditures: 

Personnel: 
Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 

Com m unications 
Education/Program  supplies 
Printing 
Other 

Total operating expenditures 

Equipm ent: 
Lease/rental 
Purchases 

Total equipm ent expenditu res 

Total direct expenditures 

Adm inistration 

Tota l expenditures 

Program  revenue 

Net AA CO funded expenditu res 

57 

10,892 
2.183 

13,075 

3,127 
255 

376 

137 

3,895 

225 
321 

17,516 

1.611 

19,127 

19,127 



 

RESOURCES FOR H UM A N  DEVELOPM EN T, IN C. 
STA TEM ENT O F PR O G RA M  EXPEND ITURE S AND  PRO G RA M  REVENUE 

AACO AW ARD NUM BER C3070 
Y EAR ENDED JUN E 30, 2003 

Expenditures: 
Personnel: 
Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 

Com m unications 
Education/Program supplies 
Printing 
Other 

Total operating expenditu res 

Equipm ent: 

Lease/rental 
Purchases 

Total equipm ent expenditures 

Total direct expenditur es 

Adm inistration 

Total expenditu res 

N et A ACO funded expenditures 

58 

8,316 
1~ 94 

10.010 

2,705 
256 

260 

376 

390 

225 
321 

14,543 

1,337 

15,880 

$ 15,880 



 

RESO URCES FO R H UM A N DEVELOPM EN T, IN C. 
STATEM ENT O F PR O G RAM  EXPENDITURES AN D PRO G RA M  RE VENUE 

AA CO AW AR D NUM BER C3071 
YEAR ENDED JUNE 30, 2003 

Expenditures: 
Personnel: 

Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 
Com m unications 
Education/Program  supplies 
Printing 

Other 

Total operating expenditu res 

Equipm ent: 
Lease/rental 
Purchases 

Total equipm ent expenditu res 

Total direct expenditu res 

Adm inistration 

Total expenditures 

N et AA CO fimded expenditures 

59 

8,991 

1.829 

10.820 

1,923 

255 

257 

376 

436 

225 

321 

14,613 

1.344 

15,957 

15,957 



 

RESO UR CES FOR H UM A N DEVELO PM ENT, IN C . 
STATEM ENT OF PROGRAM  EXPENDITURES AND PRO GRA M  REVENUE 

AA CO AW ARD NUM BER C3072 
YEAR END ED JU NE 30, 2003 

Expenditures: 
Personnel: 
Salaries 
Fringe benefits 

Total personnel expenditures 

Operating: 
Occupancy 
Com munications 
Education/Program  supplies 
Printing 

Other 

Total operating expenditures 

Equipm ent: 
Lease/rental 
Purchases 

Total equipm ent expenditures 

Total direct expenditu res 

A dm inistration 

Total expenditures 

N et AACO funded expenditures 

$ 7,680 
1,550 

9,230 

381 

255 
497 
375 
419 

1,927 

225 
321 

546 

11,703 

1,076 

12,779 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
NORTHAM PTON COUNTY M R PROGRAM S 
SCHEDULE OF RE VENUES AND EXPENSES 

YEAR ENDED JUNE 30, 2003 

Revenue: 
Northampton County M R 
Children & Youth 

Room , Board 
Retained Revenue Request 

Total Revenue 

Expenses: 
Salaries & W ages 
Social Security 
Other Benefits 
Staff Developm ent 
Purchased Personnel & Services 

Rent 
Utilities 
Insurance-Building & Contents 

Housekeeping 
Comm unications 
Office/Computer Supplies 
Computer Services 
Copy M achine Lease 
M edical Supplies 
Food 
Rehabilitation Supplies 

Recreation 
Household Goods 
Staff Travel 
Librar y 
M iscellaneous Operating 
Equipment and Furnishings-Large 
Equipment and Furn ishings-Small 
Building Repair & M aintenance 
Equipment Repair & M aint. Contracts 
M otor Vehicle Lease/Purchase 

M otor Vehicle Expense 
M otor Vehicle Repairs/Supplies 
M otor Vehicle Insurance 

Total Direct Expenses 
Administrative Overhead 

Total Expe nses 

Support and revenue over/(under) expe nses 

Request for retained revenue 

$ 446,698 
130,456 

797 
110 

578,061 

322,993 
24,709 
53,020 
4,075 
5,867 
23,565 
3,975 

40 

3,732 
4,078 
1,041 
35 
185 
813 

7,085 
6,478 
381 

15,918 
1,562 

6 
488 
317 

2L168 
8,522 
561 

2,956 

1,318 
748 
392 

516,028 

61~23 
577.951 

110 

110 
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i  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

ON COM PLIANCE AND ON INTERN AL CONTROL OVER FINANCIAL 
RE PORTIN G BA SED ON AN AUDIT OF FIN AN CIAL STATEM ENT S 
PERFORM ED IN  ACCORDAN CE W ITH GO VERN M EN T A UDITIN G 

STANDARDS 

Board of Directors and Officers 
Resources for Human Developm ent, Inc 

W e have audited the consolidated financial statements of Resources for Hum an Development, Inc. and 

subsidiaries (the Organization) as of and for the year ended June 30, 2003, and have issued our report 
thereon dated January 19, 2004. W e conducted our audit in accordan ce with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Compt/oller General of tile United States. 

As part of obtaining reasonable assuran ce about whether the Organization's consolidated fin ancial 
statements are free of m aterial misstatement, we perform ed tests of its com pliance with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. However, providing an opinion on 

compliance with those provisions was not an  objective of our audit, and accordingly, we do not 
express such an  opinion. The results of our tests disclosed no instances of noncompliance that are 
required to be reported under Government Aud iting Standards. 

Internal Control Over Financial Reportin~z 

In planning and performing our audit, we considered the Organization's internal control over financial 
reporting in order to determ ine our auditing procedur es for the purpose of expressing our opinion on 
the consolidated finan cial statem ents and not to provide assurance on the internal control over financial 
reporting. However, we noted a certain matter involving the internal control over finan cial reporting 
an d its operation that we consider a reportable condition. Reportable conditions involve matters coming 
to our attention relating to signi fican t deficiencies in th e design or operation of the internal control over 

financial reporting that, in our judgement, could adversely affect the Organization's ability to record, 
process, summarize, and report f'mancial data consistent with the assertions of managem ent in th e 
consolidated financial statements~ The reportable condition is described in the accompanying schedule 
of findings and questioned costs as item 03-1. 

2000 MARKET STREET , SUITE 500 , PHILADELPHIA, PA. 19103 , PHONE: 215.496.9200 ~ FAX: 215.496.9604 



A m aterial weakness is a condition in which the design of operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements in amounts that 
would be material in relation to the consolidated financial statements being audited may occur and not 
be detected with in a timely period by employees in the norm al course of performing their assigned 
functions. Our consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control that might be reportable conditions and, accordingly, would 
not necessarily disclose all reportable conditions that are also considered to be material weaknesses. 
However, we believe that the reportable condition described above is not a m aterial weakness. W e also 
noted other matters involving the internal control over financial reporting, which we have reported to 
m ana gement of the Organization in a separate letter dated January 19, 2004. 

This report is intended solely for the inform ation and use of the Board of Directors, management and 
various federal and state fu nding agencies, pass-through entities, City of Philadelphia, an d the 
Department of Public Health  and is not intended to be and should not be used by anyone oth er th an 
these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public document . 

Philadelphia, PA 
Jan uary  19, 2004 



m  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTAN TS 

ON COM PLIANCE W ITH RE QUIREM ENT S 
APPLICABLE TO EACH M AJOR PROGRAM  

AND  ON INTERNAL CO NTROL OVER COM PLIANCE 
IN ACCORDANCE W ITH OM B CIRCULAR A-133 

Board of Directors and Officers 
ReSources for Hum an Developm ent, Inc 

Compliance 

W e have audited the compliance of Resources for Human Development, Inc. (the Organization) with 
the types of complian ce requirements described in the U. S. Offi ce of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that are applicable to each of its major Federal programs for 
the year ended June 30, 2003. The Organization's major Federal programs are identified in the 
summary of auditor's results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts and gran ts applicable to each of its 

major Federal programs is the responsibility of the Organization's management. Our responsibility is 
to express an opinion on the Organization's complian ce based on our audit. 

W e conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; th e standards applicable to financial audits contained in Government Aud iting 

Standards, issued by the Comptroller General of the United States; an d OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations an d the City of Philadelphia Subrecipient 
Audit Guide. Those standards an d OM B Circular A-133 an d the City of Philadelphia Subrecipient 
Audit Guide require that we plan and perform the audit to obtain reasonable assuran ce about whether 
noncomplian ce with the types of complian ce requirem ents referred to above th at could have a direct and 

ma terial effect on a major Federal program  occurred. An audit includes examining, on a test basis, 
evidence about the Organization's compliance with those requirem ents and perform ing such other 
procedures as we considered necessary in th e circumstances. W e believe that our audit provides a 
reasonable basis for our opinion. Our audit does not provide a legal determ ination of the 
Organization's compliance with th ose requirements. 

In our opinion, the Organization complied, in all material respects, with the requirements referred to 

above that are applicable to each of its major Federal program s for the year ended June 30, 2003. 

2000 MARKET STREET " SUITE 500 ~ PHILADELPHIA, P/k 19103 " PHONE: 215"496"9200 , FAX: 215.496.9604 



Internal Control Over Comoliance 

The management of the Organization is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations, contracts and grants applicable to 
federal program s. In planning and perform ing our audit, we considered th e Organization's internal 

control over compliance with requirements that could have a direct and material effect on a major 
federal program in order to determ ine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test and report on internal control over compliance in accordance with 
OM B Circular A-133 and the City of Philadelphia Subrecipient Audit Guide. 

W e noted certain matters involving the internal control over complian ce and its operation that we 
consider to be reportable conditions. Reportable conditions involve matters com ing to our attention 
relating to significant deficiencies in the design or operation of th e interna l control over compliance 

that, in our judgement, could adversely affect the Organization's ability to administer a major federal 
program in accordance with th e applicable requirem ents of laws, regulations, contracts, and grants. 
Reportable conditions are described in th e accom panying schedule of findings and questioned costs as 
item s 03-02 to 03-5. 

A material weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that noncompliance with applicable 

requirements of laws, regulations, contracts, and grants that would be material in relation to a major 
federal program being audited may occur and not be detected within a tim ely period by employees in 
the norm al course of performing their assigned functions. Our consideration of the internal control 
over compliance would not necessarily disclose all m atters in th e internal control that m ight be 
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are 
also considered to be material weaknesses. However, we believe none of the reportable conditions 
described above is a m aterial weakness. 

Schedule of Exoenditures of Fed eral, State and City Awards 

W e have audited the consolidated financial statements of Resources for Hum an Development, Inc. and 
subsidiaries as of and for the year ended June 30, 2003, and have issued our report thereon dated 
Jan uary 19, 2004. Our audit was perform ed for the purpose of form ing an opinion on the basic 
consolidated financial statem ents taken as a whole. The accompanying schedule of expenditures of 
Federal, state and city awards is presented for purposes of additional ana lysis as required by OM B 
Circular A-133 and the City of Philadelphia Subrecipient Audit Guide and is not a required part of the 
basic consolidated financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the basic consolidated fmancial statements and, in our opinion, is fairly stated, in 
all material respects, in relation to the basic consolidated finan cial statements taken as a whole. 

This report is intended solely for the information and use of the Board of Directors, management and 
various Federal and state funding agencies, pass-through entities, City of Philadelphia, and the 
Department of Public Health and is not intended to be and should not be used by anyone oth er than 
these specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public document 

Philadelphia, PA 
January 19, 2004 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC 
NOTES TO SCHEDULE OF EXPENDITURES OF 

FEDERAL, STATE AND CITY AW ARDS 
YEAR END ED JU NE 30, 2003 

General inform ation 

The accompanying schedule of expenditures of federal, state and city awards presents activities 
in all federal, state and city award program s of Resources for Hum an Developm ent, Inc. All 
financial assistance received directly from federal agencies, as well as financial assistance 
passed through other governm ental agencies or not-for-profit organizations, is included on the 

schedule. 

2. Basis of accounting 

The accompanying schedule of expenditures of federal, state and city awards is presented using 
the accrual basis of accounting. The amounts reported in this schedule as expenditures m ay 
differ from certain financial reports submitted to funding agencies because those reports may be 
submitted on either a cash or modified cash basis of accounting. 

3. Relationship to basic consolidated financial statem ents 

Federal, state and city award expenditures are reported on the statement of functional 
expenditures as program costs. However, expenditures in the schedule of expenditures of 
federal, state and city awards for certain programs which have incurred deficits have been 
lim ited to the related contracted amount. In addition, for certain programs, the expenditures 
reported in the basic consolidated financial statements m ay differ from the expenditures 
reported in the schedule of expenditures of federal, state and city awards due to program 
expenditures exceeding grant or contract budget lim itations which are not included as federal, 

state and city financial assistance. 
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RESOURCES FOR HUM AN DEVELOPM ENT, INC. 

SCHEDULE OF FIN DINGS AND QUESTIONED COSTS 
YEAR END ED JU NE 30, 2003 

Section I - Summary of Auditors' Results 

Financial Statements 

Type of auditors' report issued: Unqualified 

Intern al control over financial reporting: 

Material weakness(es) identified? 
Reportable condition(s) identified not considered 
to be material weakness(es) reported 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 
Material weakness(es) identified? 
Reportable condition(s) identified not considered 
to be material weakness(es) reported 

Typ e of auditors' report issued on compliance for 

major programs: Unqualified 

X 

X 

yes 

yes 

yes 

ye s 

ye s 

Any audit findings disclosed that are required to 

be reported in accordance with Circular A-133, 

Section.510(a)? x yes 

Qualification of major programs 

CFDA Number(s) 

X 

X 

X 

Name of Federal Program or Cluster 

14.235 Supportive Housing Program 

no 

none 

no 

no 

none 

93.778 M edical assistance P 

93.959 Block Grants for Prevention and Treatment of Substance Abuse 

Dollar threshold used to distinguish 

between Typ e A and Typ e B progr ams: $617,914 

Auditee qualified as low-risk auditee 

89 

x yes no 



 

RESOURCES FOR HUM AN DEVELOPM ENT, IN C. 

SCHEDULE OF FINDIN GS AND QUESTIONED COSTS (CONTINUED) 
YEAR END ED JUNE 30, 2003 

Section II - Financial Statem ent Findings 

03-1 Payroll 

Condition: The number of total hours worked per day on employee tim e sheets were 
not computed correctly in a number of instances. This condition was also a finding in 
the prior year audit. 

Criteria: The Organization requires all unit directors to re-com pute and approve 
em ployee tim e sheets prior to subm ission to the payroll departm ent for processing. 

Effect: Because employee tim e sheets are not consistently re-com puted accurately 
before payrolls are processed, inaccuracies an d possible disallowed payroll costs m ay 
occur 

Cause of condition: Procedures are in place for supervisory personnel to re-compute 
all tim e sheets. Apparently, this procedure is not applied consistently. 

Recomm endation: The Organization needs to ensure th at this procedure is followed 
consistently by all units. Periodic inspections of tim e sheets and tim e summ aries should 
be m ade through th e internal audit function to confirm  th at there is adherence to th e 
procedure. 



 

RESOURCES FOR HUM AN DEVELOPM ENT, INC. 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

YEAR END ED JUNE 30, 2003 

Section III - Federal Awards and Questioned Costs 

DEPARTM ENT OF H EALTH AND HUM AN SERVICES 

03-2 M edical Assistance Program - CFDA N o. 93.778 - Year ended June 30, 2003 

Reportable condition: The reportable condition at Finding 03-1 also applies to 
this program . 

03-3 Supportive Housing Program - CFDA No. 14.235 - Year ended June 30, 2003 

03 -4 

03-5 

Reportable condition: The reportable condition at Finding 03-1 also applies to 
this program . 

Temporary Assistance for Needy Fam ilies (TANF) - CFDA No. 93.558 - 
Year ended June 30, 2003 

Reportable condition: The reportable condition at Finding 03-1 also applies to 
the program . 

Block Grant for Prevention and Treatm ent of Substance Abuse - CFDA No 
93.959 - Year ended June 30, 2003 

Reportable condition: The reportable condition at Finding 03-1 also applies to 

th e program . 



R E S O U R C E S 
F O R 

HUM AN D EVELO PM ENT, IN C . 

January 19, 2004 

D epartm ent of H ealth and Hum an Services 

Resources for Hum an Developm ent, Inc. respectfully subm its the following corrective action 
plan for the year ended June 30, 2003. 

N am e and address of independent accounting firm : Shechtm an, M arks, D evor & Etskovitz, P.C 
-  2000 M arket Street - Suite 500 - Philadelphia, Pa. 19103. 

A udit period: Year ended June 30, 2003 

The findings from the June 30, 2003 schedule of findings and questioned costs are discussed 
below . The findings are num bered consistently w ith the num bers assigned in the schedule. 

Findings - Financial Statem ent Audit 

Reportable Conditions 

03-1 Payroll 

Recom m endation: The organization needs to ensure that there is consistent com pliance 
with it's procedure requiring supervisory  personnel to recom pute the total num ber of 
hours w orked per day on em ployee tim e sheets prior to subm ission to the payroll 
departm ent on a consistent basis by all units. Periodic inspection of tim e sheets and tim e 
sum m aries should be m ade through the internal audit function to confirm  that there is 
adherence to the procedure. 

Action Taken: W e concur w ith the recom m endation. Our internal auditors will continue 
their audits throughout the current fiscal year. In addition RHD is currently autom ating 
the tim e collection process which w ill elim inate the com putation errors in the total 
num ber of hours worked per day. W e anticipate the im plem entation of this autom ated 
process will be completed by June 30, 2004. 

Findings - Federal Award Program s Audit 

Departm ent of H ealth and Hum an Services 
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03-2 M edical A ssistance Program - CFDA N o. 93.778 

Reportable Condition: See Finding 03-1 

03-3 Supportive Housing Program  - CFDA N o. 14.235 

Reportable Condition - See Finding 03-1 

03-4 Temporary Assistance for Needy Families (TANF) - CFDA No. 93.558 

Reportable Condition - See Finding 03-1 

03-5 Block Grant for Prevention and Treatm ent of Substance abuse - CFDA N o. 93.959 

Reportable Condition - See Finding 03-1 

If the D epartm ent of Health and Hum an Services has any questions regarding this plan, please 
call M ary Loom is, Chief Financial Officer at 215-951-0300. 

Sincerely yours, 

M ary  Loom is 
Chief Financial O fficer 



 

RESO UR CES FO R H UM AN DEV ELOPM ENT, INC . 
SUM M ARY SCHEDULE O F PRIO R AUDIT FIND IN G 

YEAR ENDED JUNE 30, 2003 

DEPARTM ENT OF HEALTH AND HUM AN SERVICES 

Finding 02-2 M edical Assistance Program  - CFDA N o. 93.778 

Condition This finding was a reportable condition stating that th e number of total 
hours worked per day on em ployee tim e sheets were not computed 
correctly in a number of in stances. 

Recomm endation: The auditor recomm ended th at th e Organization m onitor th e procedure 
that supervisory personnel recompute all tim e sheets. In addition, 
periodic inspections of tim e sheets and tim e sum m aries should be m ade 
through th e in ternal audit function. 

Current status The Organi zation's intern al auditors continue to inspect tim es sheets and 
tim e sum m aries for accuracy. Any errors found are corrected and 
additional training with individuals reviewing tim esheets is com pleted. 

In addition, the Organization is currently automating the time collection 
process which will elim in ate th e hum an  error in th e total hours 
com putation. It's expected that the im plem entation of th is autom ated 
process will be com pleted by June 2004. 

Finding 02-3 Foster Care Title IV-E-CFDA No. 93.658 

Condition Th is finding was a reportable condition stating th at th e number of total 
hours worked per day on em ployee tim e sheets were not computed 
correctly in a number of instances. 

Recom m endation: The auditor recom m ended th at th e Organi zation m oni tor the procedure 
that supervisory personnel recompute all time sheets. In addition, 
periodic inspections of tim e sheets an d tim e summ aries should be m ade 
through th e internal audit function. 

Current statu s The Organization's intern al auditors continue to inspect tim es sheets an d 
tim e summ ar ies for accuracy. Any errors found ar e corrected and 
additional training with individuals reviewing tim esheets is com pleted. 

In addition, th e Organization is currently autom ating th e tim e collection 
process which will elim inate the hum an error in th e total hours 
computation. It's expected th at th e im plementation of th is autom ated 
process will be com pleted by June 2004. 



m  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT S 

ON COST ALLOCATION PLAN 

Board of Directors and Officers 
Resources for Human Developm ent, Inc 

W e have audited the consolidated financial statem ents of Resources for Hum an Development, Inc. and 

subsidiaries (the Organization) as of and for'the year ended June 30, 2003, and have issued our report 
thereon dated January 19, 2004. 

As part of our audit, we audited the m ethod used by the Organization to allocate indirect costs as 
reflected in the City of Philadelphia, Departm ent of Public Health , Office of M ental Health an d M ental 
Retardation program activity invoice summary as required by the Comm onwealth of Pennsylvania, 
Departm ent of Public W elfare, Section 4300.94 of the Tide 4300 Regulations. 

The Commonwealth of Penn sylvania, Departm ent of Public W elfare, Section 4300.94 of the Title 4300 

Regulations states that "the overall objective of the allocation process is to distribute the indirect costs 
of the agency to its various services or cost categories in reasonable proportion with the benefits 
provided to these services or cost categories." The regulations require th at the method used "shall 
result in a fair and equitable distribution of costs and shall be in direct relation to actual benefits 
accruing to th e services to which costs are charged". 

The method of allocating costs for the year ended June 30, 2003 was based on var ious formulas which 
allocate costs depending on the nature of the individual costs. 

In our opinion, the cost allocation plan of the Organization results in a distribution of indirect costs, as 
reflected in the City of Philadelphia, Departm ent of Pu blic Health, Office of M ental Health and M ental 
Retardation program  activity invoice summary for the year ended June 30, 2003 in accordance with 
Section 4300.94 of the Title 4300 Regulations issued by the Comm onwealth of Penn sylvania, 
Departm ent of Pu blic W elfare. 

This report is intended solely for the inform ation and use of the Board of Directors, management and 
the City of Philadelphia, Department of Pu blic Health and is not intended to be and should not be used 
by anyone other than these specified 

Philadelphia, PA 
Jan uary 19, 2004 
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m  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COST 

ALLOCATION PLAN FOR THE UPCOM ING BUDGET YEAR  

Board of Directors and Officers 
Resources for Hum an Development, Inc 

At your request we have performed the procedures enumerated below with respect to the adm inistrative 
costs distribution included in the Line Item Budget for the year ending June 30, 2004 submitted by 

Resources for Hum an Development, Inc. ("the Organization") to the City of Philadelphia, Department 
of Health . Our  review was made solely to assist you in your filing requirements with the City of 
Philadelphia, Depar tment of Public Health . 

The procedur es we performed are summ arized as follows 

a 

b 

c 

d 

W e reviewed a schedule contained within the 2004 Line Item Budget which reflected the 
allocation factors utilized in distributing adm inislrative costs. 

W e confLrmed our understanding of the m ethod of allocating administrative costs 
through a review of supporting work papers and by discussions with management 
responsible for allocation factors. 

W e compared the Organization's method of allocating costs to th ose requirements as 
specified in Section 4300.94 of the Title 4300 Regulations Related M eth ods for 
Allocating Indirect Costs in order to determine whether th e cost allocation is in 
compliance with  those regulations. 

W e compar ed the allocation methods used between the current fiscal year and prior 
fiscal year to determine consistency between years. The cost allocation method is based 
on various form ulas which allocate costs depending on th e nature of the individual costs. 

The Comm onwealth of Pennsylvania, Departm ent of Public W elfare, Section 4300.94 of Title 4300 

Regulations state "The overall objective of the allocation process is to distribute the indirect costs of the 
Agency to its various services or cost categories in reasonable proportion with th e benefits provided to 
these services or cost categories." The Regulations  require that the m ethod used result in a fair and 
equitable distribution of costs which shall be in direct relation to actual benefits accruing to the services 
to which costs ar e charged. 
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Because the above procedures do not constitute an audit in accordance with generally accepted auditing 
standards, we do not express an opinion on the amount of adm inistrative costs distributed to the City 
nor on any other amounts contained within the June 30, 2004 budget subm itted to the City of 
Philadelphia, Department of Public Health . Had we performed additional procedures or had we 
conducted an audit in accordance with generally accepted auditing standards, oth er m atters m ight have 
com e to our attention th at would have been reported to you. This report relates only to th e item s 
specified above and does not extend to any financial statem ents of the Organization taken as a whole. 

Philadelphia, PA 
January 19, 2004 
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m  SHECHTMAN, MARKS, DEVOR & ETSKOVITZ, P.C. CERTIFIED PUBLIC ACCOUNTANTS 
January 19, 2004 

Board of Directors 
Resources for Human Developm ent 

In connection with our  audit of th e consolidated financial statem ents for Resources for 

Human Development, Inc. and Subsidiaries (RHD) as of June 30, 2003, we issued two 
reports, which addressed internal controls. The reports are Report of independent 
certified public accountants on compliance and on internal control over financial 
reporting based on an audit of financial statements in accordance with Government 
Auditing Stand ards and Report of ind epend ent certified public accountants on 
compliance with requirements applicable to each major program and interna l control 
over compliance in accordance with OM B Circular A-133. In addition, we noted certain 
m atters that we believe you should consider. Our observations were form ed as a by- 
product of our  audi ting procedur es, which did not include a comprehensive review  for the 
purpose of subm itting detailed recom m endations. 

The following summarizes our  comm ents an d suggestions. 

Payroll - Calcul ation of Hours W orked 

At each unit, hour ly workers m an ually record their start-tim e and end-tim e and record the 
total tim e w orked each day. In our  audi t, we found num erous cas es in which hour s 
worked w ere in correctly calcul ated. The incorrectly calcul ated tim e was th en entered 
onto th e units' sum m ary tim e sheets th at were th en tran sm itted to th e central offi ce for 
paym ent. A s a result, in  those cases, hourly workers were not paid th e proper am ount. 
Th e errors go in  both  directions, som etim es m ore hours w ere paid than actually worked 
an d at oth er tim es, fewer hours were paid than actually worked. The net dollar impact to 
RHD was not significant, but th e num ber of instances in which errors occurred was 

significant. Th is problem has occurred repeatedly over the years. 

W e recomm end that procedures continue to be im proved or developed to prevent such 
errors. W e suggest th at either the payroll department or intern al audit function increas e 
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its inspection of tim e sheets to identify errors. W e are aw ar e that m anagem ent is 
im plem enting a new softwar e system  to electronically gath er data at th e source and then 
transm it it to the Central office. W e encour age th is change. However, until we can be 
satisfied that payroll accuracy has substantially improved; we recom m end th at RHD 
m anagem ent continue to closely m onitor the quality of th e inform ation presented to th e 
payroll departm ent. 

W orker's Com pensation Insurance - Internal A dm ini stration 

RH D m aintains worker's compensation policies in each state other than Pennsylvania in  
which the Organization has employees. (Pennsylvania is adm inistered as a self-insured 
retention plan ). The cost of the each policy is charged to the state programs that operate 
within each policy's coverage. W e noted during our fieldwork that an incorrect workers 
com pensation rate w as bein g char ged to progr am s, creating an  tm deracCrual of w orkers 
com pensation in sur an ce in certain progr am s. By not accruing th e costs necessary to 
cover th e prem ium s, RHD is not able to char ge the progr am s for th e appropriate am ount 
of insuran ce costs. 

Beginning in fiscal year  2004, RH D chan ged to a new insur an ce program  whi ch will 
calculate w orkers com pensation ins ur ance on th e organization as  a whole. There wi ll no 
longer be separ ate policies for each state in  which RHD  operates. 

W e recom m end that, on a quarterly bas is, m an agem ent review  th e char ges to th e 
program s an d com par e th em  to th e ac tual and an ticipated cost of running and 
adm ini stering th e worker's compensation plan . If th e an alysis in dicates that either too 
m uch or too little in  prem ium s, relative to th e actual cost of th e plan , has been 

accumulating, then a timely adjustment should be made to more closely reflect the actual 
cost of insur an ce. 

Outstandine Payroll an d V endor Checks 

During our  audit fieldwork, we noted that som e of th e bank accoun ts have old 
outstan ding payr oll or vendor checks. Th e Sta te of Pennsylvania requires that an y vendor 
checks rem aining un claim ed m ore th an five years after it becam e payable is presum ed 
aban doned an d m ust be escheated to th e Sta te. In addi tion, an y w ages th at have rem ained 
un claim ed for m ore th an  three years after th e wages becam e payable ar e presum ed 
abandoned and m ust also be escheated to th e State. 

W e recom m end that m anagem ent m ake a reasonable attem pt to locate the in dividuals or 
companies to whi ch th e outstandin g checks ar e addressed. If th ey ar e unable to locate, 
w e recom m end that th e checks be rem itted to th e State. 



During our audit fieldwork, we m et with m anagem ent to obtain an  understanding of the 
physical inventory procedures perform ed dur ing the fixed asset inventory and 
m an agem ent's follow  up on th e results. W e noted th e followi ng: 

Physical counting of fixed asset inventories was not perform ed tim ely at year end. 
They w ere com pleted a few  m onths after year end. In addition, th e listing of 
as sets sent to th e program s w ere updated only through th e third fiscal quarter, th us 
th e fixed as sets m odul e did not include as sets acquired in th e fourth quarter and 
w as th erefore, not com plete. Consequently, th e in ventory listings sent to th e units 
were lacking accur ate inform ation. W e foun d several di screpancies on fixed as set 
inventories whi ch coul d have been avoided had accur ate inform ation been 
supplied to th e program s. 

Certain funders require the Organization to conduct physical inventory  counts of 
fixed as sets annually. In  order to fully an d tim ely comply, we recom m end that 
th e fixed as set m odule be updated m onthly for additions and deletions. To give 
th e units accurate and tim ely records of fixed as sets, we recom m end th at physical 
inventory ac counts occur before year end, possibly M ay, bas ed on th e physical 
inventory  records as  of th e end of th e Organization's third quarter. Any fixed 
as sets on hand th at ar e not on the asset list should be listed an d identified an d 
reported bac k to headquarters for further investigation. 

By conducting th e physical coun t in M ay, th e com pletion of th e coun tin g as well 
as  th e reconciliation of differences at th e corporate level can  be tim ely achi eved 
by th e end of th e Organization's fiscal year  end. 

In an oth er fixed as set related m atter, it cam e to our  attention th at certain fixed 
as sets un der th e control of th e Central Office, were taken for personal use. 
Despite th e existence of a sign-out procedur e for usin g Corporate fixed as sets 
outside of the office, th e policy was not enf orced. Alth ough certain people in the 
Organization were aw ar e of th e misappropriation of th e fixed assets, no one felt 
com pelled to report this transgression from  com pan y policy to th e proper 
m an agem ent auth orities. 

A s a result of th e las t item , w e recomm end certain chan ges to th e fixed asset 
policy. First, all assets inth e possession of th e corporate office should be counted 
annually. All discrepan cies should be evaluated an d reconciled on a tim ely basis. 

Second, th e sign -out log should be reviewed regular ly, at leas t weekly, by an  
in dividual wi th  no oth er fixed as set responsibility. Every item  out of th e offi ce 
shoul d in clude an  expected return  date. An y as sets not returned to th e corp orate 
offices when prom ised, shoul d be in vestigated by th e person responsible for 



Third, although th ere is a process at headquarters to allow employees to speak out 

without fear of reprisal (Citizens' Advocate Program), and report matters that 
m ight arise that ar e not within the Organization's Code of Conduct, it w as not 
used to  report this particular m atter. W e recom m end th at m anagem ent rem ind 
em ployees about the process and encourage them  to address m atters of 
im propriety that are wi tnessed at any level of th e Organization. 

Tim ely Filing, of Loui siana Audit Renort 

The State of Louisiana requires audit reports to  be submitted with in six m onths of th e end 
of an organiza tion's fiscal year end. In the case of RHD, th at filing deadline is Decem ber 
31, 2003. Failure to file th e audit reports by that date is considered by th e State of 
Louisian a a m aterial instance of noncompliance. 

A lthough Louisiana considers th e filing of th e audi t report later th an  six m onth s after an  
organ ization's year -end to be a reportable condition, m ost oth er agencies that fund RHD 
do not. Accordingly, we are not reporting this event as  a reportable condition on an  
organiza tion-wi de bas is. N evertheless, it is our  strong recom m endation th at RHD do 
everything in its power to close its accountin g books in a tim ely m anner and com plete its 
financial statem ents so th at th e filing of th e annual audited fin an cial statem ents be 
com pleted prior to Louisiana's an d all oth er funders' required due dates. 

C orporate A ccounting System  Com puter Controls 

Th e Organ ization's accoun ting is recorded using M acola softw ar e. Due to th e num ber of 
users who feed inform ation in to th e system , the m agnitude of data  an d tran sactions that 
ar e processed by the system , th e relian ce of users of fin an cial data  generated by th e 
system  for both in tern al an d external us ers, as  well as  th e integration wi th  oth er system s, 
we reviewed th e accounting controls surroun di ng th e system . Our  goal w as  to evaluate 
w heth er th ere w ere opportunities th at coul d potentially expose th e system  or th e 
Organ ization to problem s. Overall, we foun d the controls an d safeguards to be 
reasonably strong. However, we noted certain m atters th at we feel should be brought to 
th e attention of m an agem ent in  order to avoid potential problem s. 

W hile passwords ar e required by users of th e system  and access to parts of th e system  are 
limited to users based on th eir needs to access or process certain data, th e pas sword 
setting policies do not com ply wi th  best practices. There is no mi nim um  password 
length. The system  will not lock out a user who has failed to log onto th e system  after a 
predeterm ined num ber of un successful login attem pts. Th is allows som eone th e 
ultimately log onto ~e system by using brute force. 



W e recom m end that standards be established for perm issible passw ords. This includes 
specifyin g a m inim um  passw ord length, at least 6 to 8 characters. Pas sw ords should be 
changed on a regular bas is, an ywhere from 2 to 4 tim es per year. The system  should lock 
som eone out from  attempting to logon to the system  after 3 failed logon attem pts. 

Disaster Recovery an d Busin ess Continuity Plan 

Bas ed on our discussions, there is no form al disaster recovery and business continuity 
plan. In the event that a major catastrophe occurred to the headquarters building an d the 
prem ises coul d not be us ed to operate the Organization, there is no form al plan  as  to 
where, when or how  th e Organization woul d restart its operations. There is adequate 
insur ance in place to finance th e cost of replacing hardwar e an d softw ar e and oth er 
tangible assets. Com puter softwar e and data are backed up both on CD 's an d m irrored on 
anoth er com puter at the M idvale location. 

Through our  di scussions, w e understand th at m an agem ent has  di scussed this m atter an d 
developed certain contingency plan s. However, due to the size of the Organization in  
term s of both  th e num ber of people it employs an d provides services to, we recomm end 
that a form al plan  be docum ented to identify how th e Organization would operate if th e 
headquarters and the equipm ent in it were not usable. This plan  shoul d determ ine th e 
am ount of tim e the Organization coul d be un-operable. It shoul d identify a location at 
which it could restart operations as well as  a sour ce to replace com puters needed for vital 
operations. In addition, th e plan  should address th e procedures necessar y to fully restore 
th e program s an d data th at had been backed-up an d stored offsite. The plan  should be 
m ore com prehensive th an com puter operations alone. It shoul d addr ess all program s and 
policies necessar y to get th e Organization back into operations as soon as  is practical . 

A ccentable U se Procedur es 

Th ere is a lack of formal policies an d procedures addr essing acceptable use of personal 
softwar e. It is not clear how th e Organization feels about em ployees loading personal 
software onto th e Organization's com puters, usin g th e computers to play gam es, use of 
the in tem et for personal reas ons, visiting websites th at m ay not be considered appropriate 
for th e workplac e, etc. 

W e recommend that policies be  developed an d commun icated through out the 
Organiza tion to addr ess th e issue of acceptable com puter usage. N ot only will everyone 
in th e Organization clearly un derstand m anagem ent's view s on the topic, but it shoul d 
reduce th e chan ces for com puter viruses to get into th e Organiza tion's computer system . 



W hile correcting each of the foregoing points will not prevent or preclude errors or illegal 
acts from  occurring, th ey will assist in im proving record keeping, intern al controls, and 
the financial stability of RH D . If you would like to discuss an y of th e m atters in  greater 
detail, please call us. 

Very truly yours, 

Shechtm an, M arks, D evor & Etskovitz, P.C 



R E S O U R C E S 
FO R 

H UM AN D EVELO PM ENT, IN C. 

Resources for Human Development, Inc. (RHD) responses to the June 30, 2003 
M em orandum  of A dvisory Com m ents. 

Payroll - Calculation of Hours W orked 

RHD has increased the size of its internal audit departm ent in order to allow for a higher 
tim e concentration an d com pletion of the tim e sheet audits on a tim ely basis. In addition 
we conducted trainings to com m unicate an d reeducate the supervisors on the expected 
recom putations of the daily hours w orked prior to subm ission for paym ent. RHD has 
invested in tw o softwares which allow for the scanning of em ployee tim esheets an d the 
autom ation of the calculation of the daily hour s worked and the total hours worked for 
the payroll period. W e anticipate the initial implementation of this process in February 
2004 an d the implem entation of the entire corporation by June 2004. W e believe this 
im plem entation w ill elim inate or greatly reduce the error rate in the calculation of total 
daily hour s on the tim esheets. 

W orker's Com pensation Insur an ce - Internal Adm inistration 

W e agree w ith file recom m endation. W e have also added a budget m an ager to th e group 
adm inistering the self insurance program  and believe this additional fiscal oversight w ill 
allow for an  accurate allocation of the cost of insurance to all of the program s. 

Outstan ding Payroll an d Vendor checks 

RH D has spent significant tim e during the year ended June 30, 2003 researching, 
contacting individuals an d vendors an d reissuing checks tbr the stale outstanding checks 
W e w ill subm it the appropriate checks to th e State. 

Fixed assetinventory 

RHD has two individuals who are responsible for analyzing and im puting capital as set 
additions and deletions into the fixed asset m odule on a m onth ly bas is. Our contracts 
require an annual physical inventory. W e have consistently done a corporate w ide ann ual 
inventory with a M ar ch 31 cut off of activity, In this process w e have requested an y 
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differences to be identified so that further investigation at the corporate offi ce can be 
completed. W e will request com pletion of the physical inventory by the site supervisors 
by the end of M ay based on the inform ation sent to them . This process will continue to 
have produce differences due to assets purchased in April and M ay. 

RH D acknowledges there w as an  inappropriate use of a corp orate asset for a period of 
tim e. The identification of the inappropriate use of the corp orate asset w as brought to 
m anagem ent's attention by staff m em bers who w orked under th e supervision of the 
individual. The m an agem ent of RHD believe the em ployees did not fear reprisal by 
surfacing this situation. W e will have the an internal audit m em ber periodically review 
the corp orate log for com pleteness and appropriateness. 

Password policies 

RHD agrees im plem ent a policy to require pas sw ords to have 6 characters and a 
requirem ent to change the password twice a year. In addition we will implem ent a lock 
out of an individual attem pting to logon to the system  after 3 failed logon attem pts. 

D isaster Recovery  an d Business Continuity Plan 

RH D has spent m any years to provide th e necessar y environm ent to enable us to recover 
from  a disaster in the corp orate office building. This plan has included th e daily rem oval 
of the computer system  backup tapes, the purchas e and establishm ent of com puter 
hardwar e an d m irroring of our softwar e and data at another site owned, W e have 
identified that th e business operations could be resum ed in 24 hours. W e will continue to 
form ally docum ent our plan and include the suggested item s. 

Acceptable U se Procedures 

RH D has not form ally written an  acceptable com puter usage policy. W e believe that it is 
th e superv isors' responsibility to m onitor the activities of their staff during work hours. 
M anagem ent expects a full day of productivity from our staff and has assigned workloads 
accordingly. RHD will continue to address the appropriate use of th e com puter dur ing the 
workday. 


