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FRIENDSHIP	HOUSE	TRANSITIONAL	HOUSING	
INTERNAL	AUDIT	REPORT	

	
	
Board	of	Trustees	
Friendship	House,	Incorporated	
Wilmington,	Delaware	
	
	
	
Purpose:		The	purpose	of	the	audit	was	to	ensure	that	the	Transitional	Housing	client	

accounts	are	managed	efficiently	and	effectively	and	that	our	processes	and	procedures	are	
in	compliance	with	applicable	accounting	regulations,	policies	and	standards.	

	
Time	period:		The	audit	covered	the	time	period	July	2017	–	September	2017.	
	
Audit	Team:		Jim	Bray,	Brenda	Dean,	Bob	Pasteris	(Resource	Committee	members),	

Roxane	Blake	(FH	Office	Manager),	Marcy	Perkins(FH	Director	of	Housing).	
	
Findings:	Listed	below	are	only	a	few	of	many	positive	findings	identified	during	the	

audit.	
	
1. Management	Commitment:		evidenced	by	direct	involvement,	commitment	of	

resources	and	review	activities	
2. Proper	system	of	internal	controls	and	crosschecks	
3. Proper	authorization	and	recording			
4. Consistency		of	implementation	
5. 	Consistency		with	Friendship	House	overall	mission	
	
	Questions	raised	by	the	Audit	Committee	Resource	Committee	members	on	pages	3	and	

4	in	the	initial	report		were	addressed	to	management	by	Dede	Johnston,	Board	Treasurer,		
in	follow-up	interviews	and	correspondence	recorded	on	pages	13	and	14.	

	
Based	on	the	audit	findings,	I	am	not	aware	of	any	additional	internal	controls	and	

crosschecks	that	should	be	put	in	place	to	ensure	accuracy,	protection	and	continued	
compliance.			

	
	
	
	
	
Dede	Johnston	
Treasurer,	Board	of	Trustees	
September	20,	2017	
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Friendship House Transitional Housing Internal Audit 

Audit Steps 

1. Review the processes involved. 
2. Describe how they are documented. 
3. Confirm that the process is being followed. 
4. Identify vulnerabilities and possible improvements. 

 Transitional Housing Process 

A potential client is referred from another program, interviewed, and provided with a 
general program description. If admitted, they are given a resident manual that specifically 
details the program requirements including program payments and savings. The client 
confirms receipt of the manual and acceptance of the requirements in writing. 

Required program payments and savings rates, based on an established rate schedule, 
begin once the client gets work. The client makes payments to the case worker who 
forwards them to the office safe at Epiphany House. Payments are documented by written 
receipt. 

Receipts are recorded in separate ledgers for each client. Receipts are identified as Program 
Payments, Savings or Miscellaneous. Records are retained as hard copy and electronic copy. 
How long these records are held is not precisely known. 

Total receipts from all from clients taken weekly by Roxanne to the main FH office for (1) 
deposit of savings into a separate bank account, the Escrow account, and (2) for accounting 
and deposit of program payments and miscellaneous receipts into the FH operating account. 

Third party payments can be made from a client’s funds out of the Escrow account at the 
request of the client given proper documentation, e.g., a utility bill or rent check. Any 
payment on behalf of the client is recorded on their individual ledger. Disbursements are by 
check only. 

Occasionally, a client may request that a check be cashed by FH as a way to avoid the fees 
associated with cashing checks at a bank where the client does not have a personal 
account. 

On moving out of transitional housing, a client may withdraw the full balance of his/her 
savings. If he/she chooses not to withdraw from the escrow service, he/she must continue 
to participate in the FH budgeting regimen.  

Total client balances are reconciled to the escrow account balance annually. 

Marcy et al. 
July 11, 2017  
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Deposit of Client Funds into the Escrow Account 

Process and Documentation 

Roxane picks up the cash and checks from the safe in EH Thursday mornings. [Need to see 
who has access to the safe.] The deposit consist of cash, checks payable to FH, and an 
Excel sheet prepared by Marcy that shows client name, house, program payments, savings 
miscellaneous receipt amount and description. It includes totals for each payment and for 
each category of payment. [Exhibit 1]  

Roxane confirms the total cash plus checks agrees with Marcy’s Excel sheet. All the receipts 
are combined as a single set of collections, not separated by type. This is Roxanne’s 
preference. There is a post-it note showing the total included for each denomination of bill, 
e.g., $35 in ones, $50 in fives, etc. This aids Roxanne in confirming the amounts involved. 

Roxane separates the amount to be deposited into the Escrow account from the deposit and 
reserves the portion to be deposited into the Operating account, which she sets aside to be 
combined with checks she may have received in the morning mail.  

Marc Marcus provides the same escrow service at Newark. If there are savings deposits 
from Newark, Roxanne adds that information to Marcy’s Excel sheet and combined the 
Newark deposit with the Wilmington one. For the week of July 17, 2017, the Newark deposit 
was $1,300 in the form of two checks, one from July and one from June. 

Some of the checks are third party checks to clients, which have been endorsed by the 
client. Some are directly to FH. Roxane stamps all checks with the Escrow account deposit 
stamp for deposit only. The total deposit for July 13, 2017 was $5,620.49. 

Roxane recounts the cash for the Escrow account, prepares a machine tape for checks, and 
prepares the deposit slip. She processes the Escrow deposit before the Operating deposit so 
she can remove the cash from her desktop promptly. If there is more than $3,000 in cash, 
the bank will require identification before accepting the deposit. 

Roxane says she only sees differences between the deposits she receives and the Excel 
sheet from Marcy once or twice a year. The problem usually arises because we have cashed 
a check for a client. 

Roxane then goes on to develop additional documentation of the week’s activity. She 
prepares a separate Excel sheet on her computer that shows only the deposits to the escrow 
account. [Exhibit 2] It differs from Marcy’s sheet in that it combines multiple deposits by a 
specific client into a single entry and it includes the Newark deposit. She then prepares a 
similar Excel sheet for the program payments that she uses for accounting purposes. 
[Exhibit 3] I tested this full process by examining the documentation for the week of May 5. 

Roxane attaches a copy of her sheet to Marcy’s sheet and the deposit ticket and then saves 
the set for the bank account reconciliation.  

Files are retained for 7 years in Roxane’s office. Roxane’s office is locked at night with a 
separate key for the room and a distinct security alarm. The files are also scanned. 
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Supplemental Information 

Marc maintains separate ledgers for Newark. 

The accounting for the Escrow account is done separately on Quicken by Bill at home. We 
did not discuss backup. 

Bill does the bank reconciliations. 

Roxane can see all the M&T accounts remotely, including the Escrow account. 

There are actually two accounts for client savings. The deposits and disbursements are 
made to and from one [Exhibit 4]. The second holds part of the total funds as a security 
measure against someone altering the amount on a check issued from the first one [Exhibit 
5 Note: The statement includes copies of the checks, which I have omitted from this 
exhibit.]. Funds are moved between the two accounts by transfer. 

Bill, Marcy and Marc are authorized signers of the first account. The authorizing papers were 
not readily at hand as they were filed some time ago. They will need to be updated so Kim 
can sign. 

There was no discussion of blank check control at our meeting. 

Copies of the May, 2017 bank statements and reconciliation are attached. [Exhibit 4] 

Jim Bray and Roxane Blake 
July 13, 2017 
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Other Questions 

Are the rules clear, accepted and followed by the client? 

Do the FH records provide good documentation, acceptable to clients and proper to protect 
FH? Are they secure and retained properly? 

Does everyone with a legitimate need have access? Is confidentiality maintained? 

Are there proper controls over the funds throughout the process? 

Is the process unnecessarily burdensome? Can it be organized differently for greater 
efficiency? 

What protections are in place to prevent client abuse of the service? 

Are there liabilities for providing the service? 

Are there other organizations that could help, e.g., places that would cash checks without 
charge? 
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Exhibit 1 
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Exhibit 2 
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Exhibit 3 
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Exhibit 4 
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Exhibit 5 
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Exhibit 5 Continued 
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Friendship House Housing Program Escrow Account 
Process 

 

Following the money coming into Friendship House: 

1) Client gives money to their case manager (FHCM).  The FHCM then: 

 -- counts money 

 -- enters amount and purpose in client cash sheet ledger (CCSL) (hand written) 

 -- gives the client a receipt with amount and purpose noted 

 -- places money and receipt carbon copy in an envelope w/name, amt. & purpose on 
outside 

 -- places envelope in safe 

2) Each Wednesday evening, Marcy Perkins: 

 -- removes each envelope from the safe, counts money and enters info into a weekly 
deposit sheet (WDS) 

 -- money is sorted by denomination and returned to safe with WDS in a blue 
envelope 

 -- the receipt carbon copy is placed in the client file (women) or receipt file box 
envelope (men) 

3) Each Thursday, Roxane Blake: 

 -- picks up blue envelope from safe (RB does not have access to safe; MP or staff 
retrieves) 

 -- returns to the Friendship House main office (FHMO), counts money and compares 
total to the WDS 

 -- prepares a deposit spreadsheet (DSS) on the FHMO computer 

 -- deposits the money in the appropriate accounts (escrow, program, etc.) 

4) Each month, Bill Perkins: 

 -- reconciles the bank statements with the DSS 

5) Meanwhile, back at the Women’s Housing office (WHO), Marcy Perkins: 

 -- updates each client’s payment spreadsheet from the CCSL on the WHO computer 
(also checks math) 
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 -- prepares a master client cash sheet (MCCS) at the end of each quarter 

6) Annually, Independent Auditor 

 -- confirms bank balance agrees with total of CCSL’s 

 

 

 

 

Following the money leaving Friendship House: 

1) Client requests money from escrow account; Marcy Perkins: 

 -- writes check to them directly or to a vendor 

 -- records info on check stub remaining in check book 

 -- enters amount and purpose in client cash sheet ledger (CCSL) (hand written) 

 -- places vendor invoice or other notes on transaction in client file folder 

2) Monthly, Marcy Perkins: 

 -- updates a check registry document on the WHO computer 

 -- removes the check stubs from the checkbook and sends them to FHMO 
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Questions presented in audit addressed to management in interviews and writing,  
September, 2017. 

 

1. “The accounting for the Escrow account is done separately on Quicken by Bill at 
home.  We did not discuss backup.”  Page 3. 

 Bill:  A back-up and reconciliation is always done.  At the end of the year.  A print out of 
the full year of transactions is filed.  A copy of Quicken 2017 will be loaded on Kim’s office 
computer at the end of the year.  She will begin doing the back-up and reconciliations. 

2. “ Bill, Marcy and Marc are authorized signers of the first account…They will need 
to be updated so Kim can sign.” Page 3. 

 Bill and Kim:  Kim was added to the Escrow as a signer earlier this year.  The papers are 
kept at M&T Bank. 

3. “There was no discussion of blank check control at our meeting.” Page 3. 
Marcy:  Blank checks are locked in the main housing office in a locked file.  I have the only 
key to this file cabinet. 

4. “Are the rules clear, accepted and followed by the client?”  Page 4. 
Marcy:  When a resident moves into Stage One, an explanation of fees is given to them in 
the printed Resident Manual, of which they receive a copy (after it has been read to them 
and they have signed it).  In each subsequent Stage, they receive a new Handbook which 
explains the increase in fees [“fees” include security deposit, program payment and savings 
deposit]. If a resident has questions, staff will answer them at any time during the 
resident’s stay.  Residents often ask to use savings in inappropriate ways or in emergencies.  
Sometimes we accommodate their requests and sometimes we do not. 

5. “Do the FH records provide good documentation, acceptable to clients and 
proper to protect FH?  Are they secure and retained properly?”  Page 4. 

Marcy:  This is how we track all payments: When a client gives money to staff, they receive 
a receipt which shows the break down of the funds received, e.g., $50 program, $25 
security deposit, $100 savings.  The money is brought to the main housing office in 
Epiphany House, recorded by hand on the resident’s cash sheet, then put into the safe.  The 
cash sheets are stored in notebooks which are divided by program (e.g., Stage One Men, 
Stage Two Women, etc.) and kept in a locked file cabinet in the housing office, which also 
has a security system.  These cash sheets are audited quarterly by the Housing Director to 
double check the math.  I also keep Excel Spreadsheets duplicating each cash sheet.  I keep 
a back up of these sheets on an encrypted flash drive and on my personal home lap top. 

6. “Does everyone with a legitimate need have access?  Is confidentiality 
maintained?”  Page 4. 

Marcy:  All full time housing staff have access to the cash books.  Clients never see each 
others’ cash sheets.  The Executive Director also has access, should it be required. 

7.  “Are there proper controls over the funds throughout the process?”  Page 4. 
Marcy:  We are vulnerable in one area, that being the time from which a client gives a staff 
person money, especially when that occurs somewhere other than the housing office.  It is 
just possible that a dishonest staff person could keep the payment and it would take me 
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some time to discover that it is missing.  Thankfully, that has never occurred.  From the 
moment the payments are put in the safe, I believe we have enough safety controls. 
[Because FH has so many different sites, it is not possible to always receive payments in the 
main housing office.} 

8. “Is the process unnecessarily burdensome?  Can it be organized differently for 
greater efficiency?”  Page 4. 

  Marcy:  Keeping track of these funds is time consuming.  If it is unnecessarily so, I don’t 
know how to change that.   

9. “What protections are in place to prevent client abuse of the services?” Page 4 
Marcy:  The biggest client “abuse” is the immediacy with which clients want their money, 
which is more annoying than abusive.  Frequent math checks keep staff from giving back 
more money than clients have deposited.  Clients do not have access to cash sheets, checks 
or money.  Staff count and re-count money before it is deposited.  Those doing the deposits 
double check what is written on the envelopes containing the deposits.   The written 
receipts are compared to the envelopes and to the cash sheets.  The deposit sheet is also 
compared to the cash sheets.  We feel that the system is secure.  In the past 23 years, no 
transitional housing resident has abused the service. 

10. “Are there liabilities for providing the service?”  Page 4. 
Marcy:  Liability would involve being accused of mishandling people’s money.  Placing 
escrow funds in a separate account insures that client money is not used for Friendship 
House expenses.  Our “accounting” procedures build safeguards around staff embezzlement 
of client funds. 

11. “Are there other organizations that could help, e.g., places that would cash 
checks without charge?”  Page 4. 

  Marcy:  There are no places that will cash checks without some charge.   

12. “Will the NewOrg Management System be used to record Escrow 
transactions?”  (Email from Brenda Dean, September 14). 

  Marcy:  Of course, that is always a distant, future possibility. 

13. “Do we feel there is adequate backup for access to the file cabinet, safe, etc   
Report indicates that Marcy has the only key.” (email from Sharon Gidumal, 
October 9)  Marcy:  We will make sure a housing manager has knowledge of where the 
key is located). 

14.  “Re Question 9, about the timing of client request for their money.  In the 
“contract” that the client signs, do we or should we have a clear time period—i.e., 
24 or 48 hours, during which clients may be able to get their money?”  (email from 
Sharon Gidumal October 9)  Marcy:  We have thought about imposing a time period of 
24 hours but that doesn't always work. Still thinking about it. 
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