COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF STATE
BEFORE THE SECRETARY OF THE COMMONWEALTH

Commonwealth of Pennsylvania, : ' Co

Bureau of Charitable Organizations _
. Docket No. (00S-98-05
VvS. :  File No. 04-98-07348

Welcome America, Inc.,
Respondent

CONSENT AGREEMENT AND ORDER

The Commonwealth of Pennsylvania, Bureau of Charitable Organizations (“Bureau”) and
Welcome America, Inc. (“Respondent™), stipulate as follows in settlement of the above-

captioned case.

JURISDICTION

1. This matter is before the Secretary of the Commonwealth ("Secretary") pursuant
to the Solicitation of Funds for Charitable Purposes Act, Act of December 19, 1990, P.L. 1200,
No. 202, as amended ("Act"), 10 P.S. §§ 162.1-162.24.

2. Respondent was previously registered in the Commonwealth of Pénnsylvania asa
charitable organization, registration number 11898; Respondent’s registration expired on May
15, 1995, and was not renewed thereafter.

3. At all relevant and material times Respondent did not hold a registration to solicit
charitable contributions within the Commonwealth of Pennsylvania.

STIPULATED FACTS

4. Respondent admits that the following allegations are true:




a. Respondent's last known business address is 100 S. Broad Street,
Philadeiphia, PA 19102.

b. Respondent’s previous registration as a charitable organization
expired on May 15, 1995, and was not renewed thereafter.

C. On June 30, 2004, the Bureau received a complaint that
Respondent was soliciting charitable contributions from Pennsylvania business
organizations without an approved registration with the Bureau.

d. On Tuly 2, 2004, the Bureau sent a letier to Respondent, informing
Respondent of its registration obligations under the Act and providing Respondent
with an application packet to register as a charitable organization in the
Commonwealth of Pennsylvania.

e On August 30, 2004, a representative of Respondent contacted the
Bureau requesting assistance with the registration process.

f. Between August 30, 2004, and April 22, 2005, the Bureau worked -
with representatives of Respondent in an effort to obtain from Respondent all
documents required for Respondent to become properly registered with the
Bureau, i:rlciludin.g,r numerous amendments to IRS Form 990s for the fiscal years
ending 12/31/02 and 12/31/03 and Bureau Form BCO-10s for the fiscal years
ending 12/31/02 and 12/31/03.

g. On May 6, 2005, Respondent became propetly registered with the

Bureau, for fiscal year ending 12/31/03.
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h. As part of the registration process, Respondent submitted to the
Burcau, among other things, audited financial statements for fiscal year ending
12/31/03.

L Attached to the audited financial statements for fiscal year ending
12/31/03 was a “Report on Compliance and on Internal Control over Financial
Reporting Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards”™ (“Compliance Report”), which
documented concerns about Respondent’s internal control structure, including but
not limited to, failure to keep adequate records. A true and correct copy of
Respondent’s audited financial statements for fiscal year ending 12/31/03 is
attached hereto and made a part hereof as “Exhibit A.”

J- Tn addition, the Compliance Report referenced additional concerns
about Respondent’s internal control structures, which were set forth 1n a separate
letter dated' 2/14/05. A true and correct copy of the 2/14/05 letter is attached
hereto and made a paft hereof as “Exhibit B.”

k. A review of Respondent’s IRS Form 990s for its five most recently
completed fiscal years as filed with the IRS (1999 through 2003), Respondent
stated that it received direct public support in amounts ranging from a low of
$1,532,980 (2000) to a high of $2,618,850 (2002), for a five-year total in the
amount of $9,921,200.

L. Respondent received contributions in the amount of $17,254,252

during the total time Respondent was not registered (1996 though 2003).
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AGREED VIOLATIONS

5. Respondent agrees that by engaging in the foregoing activities it violated the Act
at 10 P.S. § 162.15(a)(1) by and through § 162.5(a), by failing to register with the Bureau before
soliciting charitable contributions in the Commonwealth of Pennsylvania.

6. Respondent agrees that by engaging in the foregoing activities it violated the Act
at 10 P.S. § 162.15(a)(1) by and through § 162.12 by failing to keep true and accurate records of
its fiscal activities.

PROPOSED ORDER

7. The participants consent to issuance of the following Order in settlement of this
matter:
a. Respondent violated the Act at 10 P.S. § 162.15(a)(1) by and
through § 162.5(a) and § 162.12.

ADMINISTRATIVE FINE

b. An ADMINISTRATIVE FINE of ten thousand dollars
($10,000.00) is levied upon Respondent. Respondent shall tender the full sum of
ten thousand dollars ($10,000.00), with this executed Consent Agreement, which
shall be paid by certified check, cashier'; check, attorney's check, or U.S.
Postal money order made payable to the "Commonwealth of Pennsylvania."

COSTS OF INVESTIGATION

C. An ASSESSMENT FOR COSTS OF INVESTIGATION in the
amount of five thousand dollars ($5,000.00) is levied upon Respondent.

Respondent shall tender the full sum of five thousand dollars ($5,000.00), with
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this executed Consent Agreement which shall be paid by certified check,
cashier's check, attorney's check, or U.S. Postal money order made payable

to the "Commonwealth of Pennsylvania."

CORRECTION OF INTERNAL CONTROL STRUCTURE PROBLEMS

d. Respondent shall correct all intermal control structure problems
identified in the audited financial statements for the fiscal year ending 12/31/03,
and those identified in the auditors’ supplemental letter to Respondent dated
February 14, 2005, and shall submit to the Bureau a written, notarized affidavit
documenting the actions taken to correct the problems.

AMENDED 990s TQ BE FILED WITH IRS

e. Respondent shall file with the IRS a true and correct copy of its
Amended IRS Form 990s for fiscal years ending 12/31/02 and 12/31/03.

TRUE AND ACCURATE RECORDS

f. Respondent shall keep true and accurate records of its fiscal
activities as required by the Act at 10 P.S. §162.12.

8. This case shall be deemed settled and discontinued upon the Secretary issuing an

Order adopting this Consent Agreement and the Respondent's successful completion of any

ordered discipline.

ACKNOWLEDGEMENT OF NOTICE AND WAIVER OF HEARING

9. Respondent waives the filing of an Order to Show Cause in this matter.

Respondent knowingly and voluntarily waives the right to an administrative hearing in this

matter, and to the following rights related to that hearing: to be represented by counsel at the
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hearing; to present witnesses and testimony in defense or in mitigation of any sanction that may
be imposed for a violation; to cross-examine witnesses and to challenge evidence presented by
the Bureau; to present legal arguments by means of a brief; and to take an appeal from any final

adverse decision.

AGREEMENT NOT BINDING ON OTHER PARTIES

{0.  This Consent Agreement is between the Bureau and Respondent only. It does not
bind any other administrative entity of the Commonwealth of Pennsylvania, including any other
bureau within the Department of State. Except as otherwise noted, this Agreement is to have no
legal effect if (2) the Office of General Counsel expresses an objection to the Agreement’s form
or legality and/or (b) unless and until the Secretary issues the stipulated Order.

EFFECT OF SECRETARY’S REJECTION

11.  Should the Secretary not approve this Consent Agreement, presentation to and
consideration of this Consent Agreement and other documents and matters by the Secretary shall
not prejudice the Secretary from further participation in the adjudication of this matter. This
paragraph is binding on the participants even if the Secretary does not approve this Consent
Agreement.

ENTIRE AGREEMENT

12.  This Agreement contains the whole agreement between the parties; provided,
however, that the captions printed in the various provisions of this agreement are for ease of
reading only and are not to be interpreted as forming any part of this agreement. There are no
other terms, obligations, covenants, representations, statements or conditions, or otherwise, of

any kind whatsoever, concerning this Agreement.
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AGREEMENT DOES NOT PREVENT REFERRAL TO OTHER AGENCIES

13.  The parties acknowledge that other federal, state, and/or local agencies may have
jurisdiction over the activities of, or representations made by, Respondent and its officers,
directors, agents, employees or independent contractors. Nothing in this Consent Agreement or
thé Order based upon this Consent Agreement shall preclude representatives of the Bureau from
referring any information or data produced as a result of this matter to any federal, state, or local
agency or governmental unit having jurisdiction over the activities of Respondent or any officer,
director, agent, employee or independent contractor of the Respondent.

VERIFICATION OF FACTS AND STATEMENTS

14,  Respondent verifies that the facts and statements set forth in this Agreement are
true and correct to the best of Respondent's knowledge, information and belief. Respondent
understands that statements in this Agreement are made subject to the criminal penalties of 18

Pa.C.S. § 4904 relating to unsworn falsification to authorities.

WELCOME AMERICA, INC.
A/WMW ‘[‘mdxy e am
Tracy L. McCurdy, Esquire Title: P ,(d co”
Prosecuting Attorney Respondent(-) E‘( X€ L utive [ 'S JME()

Department of Staie

pATED: S-Ip -O5 paTED: 57205
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Shechtman, Marks,
Devor & Etskovitz, B.C.

Certified Public Accountants -

Tndependent Auditors’ Report

Board of Directors
Welcome America, Inc.
Philadelphia, PA

We have audited the accompanying statements of financial position of Welcome America, Inc. as of December
31,2003 and 2002, and the related statements of activities and changes in net liabilities and cash flows for the .
years then ended. These financial statements are the responsibility of the Corporation’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We condncted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to snancial audits contained in Government Auditing Standards, 1ssued
by the Comptroller General of the United States. Those standards require that we plan and perform the audits
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
andit inchudes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An andit also includes assessing the accounting principles used and sipnificant estimatesmade by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

Tn our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Welcome America, Inc. as of December 31, 2003 and 2002, and the changes in its net liabilities
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America. '

Tn accordance with Government Auditing Standards, we have also issued our report dated February 14, 2005
on our consideration of the Corporation’s internal control over financial reporting and on our iests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should beread in conjunction with
this report in considering the results of our audits.

Our audits were conducted for the purpose of forthing an opinion on the basic financial statements taken asa

whole. The accompanying information on page 8 is presented for purposes of additional analysis and isnota

required part of the basic financial statements. Such informationhasbeen subjected to the auditing procedures

applied in the audits of the basic financial statements and, in our opimion, is fairly stated in all material respects
_in relation to the basic financial statements taken as a whole. :

Hectitran, e, Toun #5245, HE.

T o
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WELCOME AMERICA, INC,
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2003 AND 2002

ASSETS
2003 2002
Cash ' $ 285,554 $ 601,460
Accounts recetvable 25,000 -
Prepaid expenses 44,899 -
Property and equipment, net 4,445 6.628
“Total assets b3 359,898 5 608,088

LIABILITIES AND NET LIABILITIES

Accounts payable and accrued expenses b3 43,836 5 41,799
Deferred income - 452,082
Loans from PIDC 1,800,000 1,000,000
Loans from City of Philadelphia 600,000 600.000
Total liabilities 2,443.836 2,133,881
Net liabilities, unrestricted (2083938 )  (_1.525793)
Total labilities and net liabilities $- __ 350898 § ___60R08%

The accompanying notes are an integral part of these financial staternents.
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Revennes:
Sponsorship revenue
Grants

Tn-kind contributions
Other

Total revenues
Expenses:
Program services
Management and general
TFundraising

Total expenses
Increase in net liabilities

‘Net liabilities, unrestricted, beginning

Net liabilities, uarestricted, ending

WELCOME AMERICA, INC.
STATEMENTS OF ACTIVITIES
AND CHANGES IN NET LIABILITIES
YEARS ENDED DECEMBER 31, 2003 AND 2002

2003

$ 1,139,112
492,082
1,059,690
4,788
2.695.672
2,881,814
306,900
65103
3.253.817

(558,145 )

( 1525793 )

$ ( _2.083.938 )

2002

$ 1,393,273
607,018
1,225,577
3.907
3,230,675
3,671,250
420,181
107.416
4,198.847

(968,172 )

( __ 557.621)

$( 1525793 )

The accompanying notes are an integral part of these financial statements.
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WELCOME AMERICA, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2003 AND 2002

2003 2002

Cash flows from operating activities:
Increase in net liabilities $( 558,145 )  §( 068,172 )
Adjustments to reconcile mcrease in net liabilities
to net cash used in operating activities:
Depreciation 2,183 2,085
Changes i operating assets and labilities:
(Increase) decrease in:

Accounts receivable ¢ 25,000 ) 119,000
Prepaid expenses ( 44,899 ) 3,832
Tucrease (decrease) in:
Accounts payable and accrued expenses 2,037 { 71,920 )
Deferred mcome { 462 082 ) 492,082
Net cash used in operating activities ( _1.115.906 ) ( 423,093 )
Cash flows used in investing activities,
purchase of property and equipment - ( 2,958 )
Cash fiows provided by financing activities,
proceeds from loans from PIDC 800,000 1.000.000
Net (decrease) increase in cash ( 315,906 ) 573,949
Cash, beginning 601.460 27.511
Cash, ending $ 285554 § 601,460

The accompanying notes are an integral part of these financial statements.
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WELCOME AMERICA, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2003 AND 2002

Business description and summary of significant accounting policies:
Business description:

Welcome America, Inc. {the "Corporation”) is a non-profit organization developed to enhance tourism
in the City of Philadelphia by promoting an anmual festival of events celebrating Independence Day.

Basis of accounting:

The Corporation maintains its accounts on the accrual basis of accounting for financial statement
presentation for the Community Revitalization program. Under this method, revenues are reco gnized
when earned and expenses when incurred. The accompanying financial statements were prepared for
the purpose of complying with DCED reporting requirements for the Corporation and the Commmunity

Revitalization program.
Use of estimates:

The preparation of financial statements in conformity with generally accepted accounting principles in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and Habilities at the
date of the financial statements and the reported amounts of revennes and expenses during the
reporting period. Actual results could differ from these estimates.

Revenues:

All support generated from sponsorship revenue, grants, and contributions are considered to be
available for unrestricted use.

Income taxes:

The Corporation has been granted tax exempt status in accordance with Section 501 (c) (3) of the
Internal Revenue Code and is exempt from federal, state and local income taxes. The Corporation is
not a private foundation.

Property and equipment and depreciation:

Property and equipment consists of computer equipment and is stated at cost. Depreciation is
) prgvigled using the straight-line method over the estimated useful lives of the assets (five years).

Advertising costs:
Ac_lvertising costs are expensed as incurred. Adﬁertising costs totaled $882,084 and $849,494 for the
years ended December 31, 2003 and 2002, respectively. '
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WELCOME AMERICA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2003 AND 2002

In-kind contributions and program expenses:
Generally accepted accounting principles require the recognition of contributions of services. This
information is included in the financial statements because it is useful in nnderstanding the magnitude

of the Corporation's operations, including its dependence on contributed services.

The Corporation recognizes revenues and related expenses for certain goods and services donated by
in-kind sponsors at the fair value of the goods and services.

Tn-kind contributions and expenses are as follows:

2003 2002
Advertising and promotion $ 520,749 § 457360
Hotel accommodations 96,560 102,518
Transportation 59,560 205,388
Tickets and other entertainment costs 118,766 268,868
Logistics 263,655 191.443

$ _1.059,600 $__1.225577

Property and equipment:

Property and equipment consists of the following:

2003 2002
Computer equipment 5 10917 % 10,917
Less: accumulated depreciation 6,472 4,289

$__ 4445 §__. 6628

Depreciation expense for the years ended December 31, 2003 and 2002 was $2,183 and $2,085,
respectively.

Title sponser:
The Corporation is under agreement with Sun Company, Inc. ("Sunoco™) to be the exclusive title

" sponsor of the event for a three year period ending with the 2006 festivities, with an option to extend
throngh the year 2009. :



WELCOME AMERICA, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2603 AND 2002

Loan from City of Philadelphia:

Tn 1995, the City of Philadelphia advanced the Corporation $500,000. This advance is non~interest
bearing and has no specific repayment date.

In 2002, the City of Philadelphia advanced an additional $1,000,000 to the Corporation. During 2002,
the Corporation repaid $900,000. The halance of $100,000 is non-interest bearing and has no specific
repayment date.

T.oans from PIDC:

During the years ended December 31, 2003 and 2002, the Corporation received $800,000 and
$1,000,000, respectively, in loans from Philadelphia Industrial Development Carporation (PIDC).
The terms of these loans were zero interest, ninety day term with a balloon payment. These loans were

subsequently forgiven (see Note 9).

Deferred income:

In 2002, the Corporation received a $1,000,000 grant from PA Department of Community and
Feonomic Development. Part of this grant, $507,918 was spent on event related expenses under the
grant budget in 2002. The remainder, $492,082 was classified as deferred income at December 31,
7002 and was used on event related expenses for the year ended December 31, 2003.

Concentrations of credit risk:

Financial instruments that potentially subject the Corporation to credit risk include cash on deposit
with & financial institntion amounting to approximately 53 35,000 at December 31, 2003, of which
only $100,000 was insured by the U.S. TFederal Deposit Insurance Corporation.

The Corporation is substantially funded by a government agency. The ability of the Corporation to
maintain its overhead structure and mest future financial commitments is dependent on the continued

funding by this agency.
Subsequent event:
On December 8, 2004, the $1,800,000 loans from PIDC to the Corporation were reclassified as grants

under the Economic Stimulus Program of the City of Philadelphia, and as a result the loans were
' forgiven. This amount will be recognized as income in 2004, ' o




WELCOME AMERICA, INC.
SCHEDULES OF OPERATING EXPENSES
YEARS ENDED DECEMBER 31, 2003 AND 2002

2003 2002
Program Services:
Advertising and promotion b 882,084 $ 849,494
Decorations and supplies 142,693 218,894
Equipment rental 182,187 246,957
Fvent producer fecs 627,236 785,731
Location and set up 248,286 265,486
Service and support 215,395 234,831
Talent and entertainment 522,145 862,853
Travel and transportation 61,788 207,004

$§ _2.88].814 § _3.671.250

Management and general:
Payroll and related expenses 3 133,875 g 235,975
Bad debt . 24,000
Computer - 2,040
Depreciation 2,183 2,085
Insurance 67,878 13,863
Office expenses 23,782 62,848
Penalties 182 370
Professional fees 79.000 75.000
$ ___306900 $ 420181
Fundraising:
Payroll $ 51,103 b 49,591
Sponsorship costs 14.000 57.825

§ 65103 $ 107416
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS '

Board of Directors
Welcome America, Inc.
Philadelphia, PA

Wehave audited the financial statements of Welcome America, Inc. as of and for the year ended December 31,
2003 and have issued our report thereon dated February 14, 2005. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial
Judiits contained in Government Auditing Standards, issued by the Comptroller General of the Uniied States.

Compliance

As part of obtaining reasonable assurance about whether the Corporation’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingty, we do not express such an opinion. The results of our tests disclosed
an instance of noncompliance that is required to be reported under Government Auditing Standards and which
is described below.

04-01 — Allowable costs
Condition: The Corporation did not receive a prior approval from the funder, PA Department of
~ Community and Economic Development (*DCED”), for any line item variances over
15% of the agreed upon budget for the state grant.
Criteria: The DCED grant requirss prior apprm}als on line item budget variances over 15%.

Effect: The Corporation is not in compliance with the grant agreements.

Cause of Condition: ~ The current management was not aware of the requirement to contact the funder
about the variances.

Recommendation: The Corporation needs to ensure that it is making grant expenditures in accordance

with the grant application and closely monitor budget versus actual expenditures. In
case of such variances management shounld contact the funder for prior approval.

0-




Internal Contro] Qver Financial Reporting

In planning and performing our audit, we considered the Corporation’s internal control over financial reporting
in order o determine our anditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, wenoted a
certain matter involving the internal control over financial reporting and its operation that we considertobea
repartable condition. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment,
could adversely affect the Corporation’s ability to record, process, summarize, and report financial data
consistent with the assertions of management in the financial statements. The reportable condition is described
below.

04-02 — Allowable costs

Condition: The Corporation is not consistently following their internal policy which requires all
invoices to be approved by both the BEvent Producer (if event related) and the
Executive Director prior to payment.

Criteria: The Corporation maintains a policy that requires all invoices be approved by both the
Event Producer (if event related) and the Executive Director.

Effect: By not fo]loﬁving this policy, the Corparation is increasing their risk that invalid
expenditures could be paid with Corporate funds.

Cause of Condition:  Some check requisitions were paid without the approval of the Executive Director.

Recommendation: The accounting department and the check signer must require approvals on check
requisitions prior to payment process.

04-03 — Allowable costs

Corndition: The Corporation was unable to provide supporting documentation for some of the
payroll paid to its part time employees.

Criteria; Tt is the Corporation's policy that all part time employees complete time sheets to
record hours worked and to compute the wages to be paid.

Effect: Because the client was unable to find some of the time sheets, the amount paid to the
part time employees can not be substantiated. The projected error to total wages paid
to part time employees is $13,099.

Cause of Condition: ~ The Corporation has had high turnover in most of the positions within the
' Corporation; it seems likely that the time sheets were lost in the transition.

Recommendation: The Corporation needs to ensure that the time sheets are retained from year to year.
We recommend that the approved time sheets be attached to the weekly payroll
registers provided by the payroll company.

-10-



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 pisstateraents in amounts that would be
material in relation to the financial statements being audited may ocear and not be detected within a timely
period by employees in the normal 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 material weakness. We also noted other matters involving the internal gontrol over financial
reporting, which we have reported to management of the Corporation in a separate letier dated February 14,

2005.

This report is intended solely for the information and use of the Boar d of Directors, management, the State of
Pennsylvania and the City of Philadelphia and is not intended to be ad should not be nsed by anyone other

than these specified parties.

Slochsmin, Pt Do P S22

February 14, 2005
Philadelphia, PA
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Roard of Directors and Officers
Welcome America, lnc.
Philadelphia, Pennsylvania

In connection with the audited financial statements of ¥elcomd Amernca, Inc. ("the Company™) as
of Decemnber 31, 2003 and for the year then ended, the Amgrican Institute of Certified Public
Accountants requires us to gain an understanding of 1} ¢ Company’'s internal control structure. Ag

stated in our engagement letter, the purpose of our aud { was (o pxpress an opinion on the financial

stalements and not to provide assurance on the intemne . control jstructure.

The principal objectives of an effective internal contrc [ structute are to provide management with
reasonable, but not absolute, assurance that assets are ;afegua_n}led against loss from unauthorized
use or disposition, and that &ll tansactions are ex:cuted i accordance with management's
authorization and are recorded properly to permit he preparation of financial statements in
accordance with generally accepted accounting princ ples. The concept of reasonable assurance
requires that management, in fulfilling its responsibility make estimates and judgments 1o assess the
expected benefit and related costs of control procedur s.

Because of inherent limitations in any internal control structure, errors or irregularties may occur

and not be detected. Also, there is a risk that procedun s may bgcome inadequate in future periods
because of changes in conditions and the degree of com »liance w

ith the procedures may deteriorate.

Generally accepied auditing standards require the audit r to ensu

committee of an entity receives information to assis' in overy
disclosure process.

re that the management and/or audit
eeing the financial reporting and

In addition, auditors are required to inform managem nt of an
accounting principles and their application and signific ant audit
owr audit, we noted the following matters:

;) problems enconntered related to
adjustments. During the course of

i. Cash disbursements and expenditures:

A policy of the Company requires that all inv yices suby
check requisition for approval by both the ev mt prodd
Executive Director. This allows the accou iling def
expenditures. During the course of our aw 1t proce
number of check requisitions which were nc @ approv

imitted for payment be attached to a
cer (if event related) and the acting
artment to rely on the validity of
fures, we found that there were a
.d by the Executive Dircctor,

EXHIBIT B
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Page 2

the

Tt is imperaiive that the organization n antain

dishursements functions. We recominend th it the acg
that no invoice should be paid without the a »praval g

Invoicing and cash receipts

A palicy of the Company requires the Spc asorship

EESLNISE LU SR LU Pl )

aand s

cash
ounting department be made aware
f the Executive Director.

Director to notfy the accounting

department via email when a company agr es to befome a sponsor. At that time, the

accounting department sends the sponsor an nvoice.
accounting department. We found that in some ing
coutd not locate the invoice copy.

Without proper tracking of sponsorship in ome ang
casily track open receivables. We recomn end that

These 1nvoices are then filed in the
tances the accounting departrnent

imvoicing, the Company can not
files be created in the accounting

department for each sponsor. All corresponc 2nce both internally generated (such as from
the Sponsorship Director) and externally ge 1erated {puch as copies of checks and other
documentation from the sponsor) should be (iled accprdingly.

a2

Payroll expenditures:

The Company employees a number of part ime workers during the peak festival time.
These part time employees are required to ¢ ymplete @ time sheet of their hours worked.
During our audit procedures we found the £ llowing;

- The Company could not find tim: sheetst
of part time employees.

- On some of the time sheets retd ved by the Company, the number of hours
worked did not agree to the m mber of| hours paid. In discussions with
management, we were informed hat in sofne cases part tine employecs were
compensated for a minimum nun ber of hdurs regardless of hours worked, but
we found no documentation aut} orizing this.

support amounts paid to a number

We recommend closer monitoring of the p wroll fupiction. All time sheets should be
signed by the supervisor. Any changes to th : numbey of hours paid should be noted and
approved by the supervisor. In addition, th : accounfing department should not accept
time sheets which are not approved. At the « nd of eagh payroll cycle, all documentation
related to that payroll, such as time sheets, er ployee ghanges and payroll reports, should
be appropriately filed.
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Welcome America, Inc.
February 14, 2005
Pase 3

4, Gran! reporting requiremnesnts:
r o

The Company reccives funding {rom the Stat - of Penn bylvania Department of Community
and Economic Development through periodi grant cdntracts. These contracts require the
Company to follow budgets which are appro ved by the State at the time thal the contracts
are awarded. Budget line item variances g 2ater thah 15% require prior approval from
the State. During the course of our audit, we 1oted sudh deviations from budget lor which
management did not reccive prior approval.

We recommend that management more ¢ osely mpmtor the actual expenditures to

budgeted amounts outlined in the State con racts. 1§ management foresees the need 1o
deviale from the approved budget, we recor mend they nolify the State immediately.

While correcting each of the foregoing points will noty revent of preclude errors or llegal acts from
oceurring, it will help to improve record keeping, the ir -ernal coptrol structure, and the prefitabihity
of the Company. If you would like to further discuss nese or qny other issues, picase call us,

Very truly yours,

Sl s Devre £ 17

SHECHTMAN, MARKS, DEVOR & ETSKOVIT.., P.C. 7




IN THE MATTER OF THE
WELCOME AMERICA, INC.
FILE NO.: 04-98-07348

ORDER

AND NOW, {o wit, on this I i day of Mﬂ\[ 20035, the terms of paragraph

7 of the foregoing Consent Agreement are hereby adopted and incorporated as the Order of the
Secretary of the Commonwealth in resolution of this matter. This Order shall take effect

immediately.

BY ORDER

@e. A«»\S O‘ C““-S*‘;-\

Pedro A. Cortés
Secretary of the Commonwealth

R BCO.CAD301




