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Wanamaker Building, Suite 1005
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District Inspector General for Audit

August 21, 1997

Audit Rel ated Menor andum
No. 97-PH 212-1811

MEMCRANDUM FCR Thomas Langston, Director, Miultifamly D vision,
Pennsyl vania State Ofice, 3AHM

FROM Edward F. Monorella, D strict |Inspector Ceneral
for Audit, Md-Atlantic, 3AGA

SUBJECT: Limted Review - Elmra Jeffries Nursing Home

Mor t gagor Qperati ons
Phi | adel phi a, Pennsyl vani a

BACKGRAOMND

As requested by the Miltifamly Asset Managenent Branch, w e
perfornmed a limted review of the operations of EEmra Jeffrie S
Nursing Home (Project). The p roject is owned by Tenple University
Hospital (TUH) and currently managed by G eater Phil adel phia Heal th
Service Corporation (PHSC), a subsidiary of TUH Prior to GPHSC

a court appoi nted nanagenent a gent, New Heal th Managenent, nanaged
the project. The purpose of our review was to determne | f
di sbursements fromproject fun ds were for reasonabl e and necessary
operati ng expenses.

Bmra Jeffries (project nunbe r 034-57001) is a 180 bed, long-term
care facility in Philadel phia, Pennsylvania. The project wa S
conpl eted in 1982 and fi nanced t hrough the issuance of Nursi ng Hone
Revenue Bonds from the Philadelphia Authority for Industria I
Devel opnent . Thi s bond issuance was secured by a Mrtgage Note :
FHA-i nsured under section 232/223(e) of the National Housing Act.

The 1980 bond i ssuance was for $5, 140, 800.

I n Decenber 1993, TUH exercise d its option to purchase the project
from the previous non-profit Mrtgagor, EEmra Jeffries Menoria I
Home, 1Inc., which was sponsored by Munt S nai Holy Church o f
Arerica. This option provided that TWH | oan the project funds for
physi cal and financial inprovenent.
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TUH and GHSC requested a nortgage nodification from HU
approxi mately June, 1996, in order to take advantage of th
current low interest rates and to protect the nursing hom
financially. Since a Transfer O Physical Assets (TPA) was never
conducted and the annual finan cial statements for the project were
not inthe correct format, the Miltifamly Asset Managenent Branch
requested our office review the disbursenents of the project.

Audit work covering the period July 1, 1994 through June 30, 1996
was performed during April and May 1997. W exam ned HJUID Fi el
Cfice files and project books and records. W also interviewe
appropriate HUD and TUH GPHSC staff.

SUMVARY

Qur review disclosed that TUH GHSC have greatly inprove
operat ions at the project since 1994, TUH GPHSC assisted i
managi ng the project in 1994 when it realized the nanagi ng agen
was not adequately operatingt he project. TW GPHSC, however, did
not fully take over the nmanage nent of the project until June 1996,
when New Heal th Managenent Inc.'s contract expired. Net patien
service revenue increased considerably in 1995 and 1996, i
conparison to 1994, as illustrated bel ow

NET PATIENT SERVICE REVENUE

Millions
10 e $8,171 5777"""$7,'897,369 o
gl 1
el

$3,122,309

al
2/ /
0

1994 1995 1996

OO

=}



In addition, our reviewfound a large inprovenment in the condition
of the books and records for the project in 1995 and 1996. Prior
to 1995, the records were in great disarray and difficult to audi t.

The only not abl e questi onabl e di sbursenment that resulted from our
review was a series of paynents totalling approxinately $640 ,000 to
Mount Sinai Holy Church. These paynents are consi dered unsu pport ed
by our review TUH however, has agreed to credit Elmra Jeffries
for all paynents, including interest, made from project operating
funds to Mount Sinai Holy Church.

Due to the noticeable inprovem ent in the managenent of the project

and the cooperation of TUH and GPHSC, we recommend that the TPA and
the refinancing of the bond issuance for the project be appr oved as
quickly as possible to take advantage of the current favorabl e

mar ket rates.

V¢ also noted the required ann ual financial statenents for periods
ending in 1995 and 1996 were n ot submtted tinmely or in the proper
format. W suggest you instruct TUH GPHSC to correct this matter

in the future. In addition, you may wi sh to consider requirin g
TUH/ GPHSC to submt nonthly accounting reports for a one yea
period to ensure the project's financial condition is inproving.

-

RESULTS CF REVI EW

TUH GPHSC could not provide sufficient docunmentation to suppor t
various paynents to the previous owner, M Sinai Holy Church
TUH GPHSC stated that the paym ents were nmade to the previ ous owner
for: (1) noney due to the previous owier; (2) consultant services
rendered to the project; and, (3) legal fees. However, TUH GPHSC
was unabl e to produce docurment ation to evidence these expenditures
were for reasonabl e operating expenses or necessary repairs. As a
result, TWHGHSC has agreed t o credit the project $671,478.18 for
all paynments fromproject funds to repay funds advanced by TUH

Paynents were made to M. Sinai Holy Church from TUH during th
period from Decenber 1993 through July 1996. TUH GPHSC recorde
these paynents on the books of the project as advances. Sinc
January 1994, TUH has been repaying itself the principal on th
advances plus 6 per cent interest.

(OO o R ()

Since it could not provide sufficient evidence to support thes e

expendi tures, TUH GPHSC has promsed to nake an equity contr i bution
to the project for all the repaynents of advances. Total amounts

repaid to TUH were $641,478.18. TWHw Il be reducing the |i ability
of its ot her advances by this anount. As a result, TW S

out st andi ng advances will be reduced to $275, 989.53 as fol | ows:



Qut st andi ng Bal ance Equity Net

Loans (June 10, Contri butions Bal ance
1997)

Mor t gage $213,504. 00 | ($213,504. 00) $0. 00

Pr epaynent

Oreditor $409, 836. 00 | ($409, 836. 00) $0. 00

Loan

Mor t gage $174, 127. 71 ($18, 138. 18) $155, 989. 53

Loan

Heal t h $120, 000. 00 ($0. 00) $120, 000. 00

Servi ces

Q oup

Tot al $917, 467. 771 | ($641, 478. 18) $275, 989. 53

Qut st andi ng

Loan

A so, TUH GPHSC has promsed only to repay the renai ning bal ance of
$275,989.53 in accordance with HJUD regulations and with th e
Departnment's approval .

Copies of the anmounts paid to the prior owner and TUH GPHSC S
letter dated June 13, 1997 regarding the equity contributions t o]
the project have been furnished to the Miltifamly Asset Man agenent

Br anch.

RECOMMVENDATI ON

VW recommend t hat you:

Wthin 60 days,

1A

Requi re the unsupported anount
to project funds by
is applied as TUH GPHSC prom s

June 13, 1997.

pl ease give us

*kkk*k*

memor andum a status report on:

(2)

Shoul d your staff have any questions,
Phillip GQiffin, Assistant D strict Inspector Ceneral

656- 3401.

Attachnent - D stribution

for the recommendati on nade in the

(1) the corrective action taken
t he proposed corrective and the date to be conpleted; or (3
why action i s considered unnecessary.

for Au

pl ease have t hem contact J.

dit,

at

of $641,478.18 be returne d
ensuring that the equity contributio
ed in its nmenorandum dat ed
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ATTACHVENT 1

D STRI BUTI ON

Secretary's Representative, Md-Atlantic, 3AS

Internal Control & Audit Resolution Staff, 3AF

Drector, Miltifamly D vision, Pennsylvania State Ofice, 3AHM

Assistant to the Deputy Secretary for F eld Managenent, SDF
(Room 7106)

Housi ng, Conptroller, HF (Room 5132)

Drector, Participation & Conpliance D vision, HSLP (Room 9164)

D rector, Housing Finance Anal ysis D vision, REF (Room 8204)

Chief, Financial Cficer, F (Room 10164)

Deputy Chief Financial Oficer for Finance, FF (Room 10164)

Drector, Hospital Mg Insurance Staff, H (Room 9224)

D rector, Housing and Community Devel oprment |ssue Area, US GAQ
441 G Street, NW Room 2474, Washi ngton, DC 20548
Attn: Judy Engl and-Joseph

M. Robert H Lux, Treasurer, Greater Philadel phia Health
Corporation, Broad and Ontario Streets, Philadel phia, PA 19140



cC. GsWALD
a ANC

3AGA: GRI FFI N AMP: 08/ 22/ 97

Cor r espondence
Code 3AGA

Concurrence &R FFI N

Dat e




REPORT NAME: Elmira Jeffries Nursing Home
Mortgagor Operations
Philadel phia, Pennsylvania

REPORT NO: 97-PH-212-1811
ISSUE DATE: August 21, 1997

REGIONAL OFFICE (NON-OIG)

Secretary's Representative, Mid-Atlantic, 3AS 1
Internal Control & Audit Resolution Staff, 3AFI 1
Director, Multifamily Division, Pennsylvania State Office, 1
3AHM
HEADQUARTERS (NON-OIG)
Assigtant to the Deputy Secretary for Field Management, 1
SDF (Room 7106)
Housing, Comptroller, HF (Room 5132) 1
Director, Participation & Compliance Division, HSLP (Room 9164) 1
Director, Housing Finance Anaysis, REF (Room 8204) 1
Chief Financia Officer, F (Room 10164) 2
Deputy Chief Financia Officer for Finance, FF (Room 10164) 2
Director, Hospital Mtg Insurance Staff, H (Room 9224) 1
HEADQUARTERS (OIG)
Office of Ingpector Generd, G (Room 8256) 1
Assigtant Inspector General, Office of Audit, GA (Room 8286) 1
James M. Martin, Director, Program Research & Planning 1
Division, GAP (Room 8180)
Michael R. Phelps, Deputy Assistant Inspector General for 1
Audit, GA (Room 8286)
Director, Financial Audits Division, GAF (Room 8286) 1
Centrd Records, GF (Room 8266) 4
Semi-Annual Report Coordinator, GF (Room 8254) 1
Counsdl to the Inspector Generd, GC (Room 8260) 1
DISTRIBUTION OUTSIDE HUD
Director, Housing and Community Development Issue Area, 1
U.S. GAO, 441 G Street, NW, Room 2474,
Washington, DC 20548 Attn: Judy England-Joseph
Mr. Robert H. Lux, Treasurer, Greater Philadelphia Health 1
Corporation, Broad and Ontario Sts, Philadelphia, PA 19140 25




From:

Edward F. Momordla, DIGA, Mid-Atlantic
Wanamaker Building, Suite 1005

100 Penn Sguare East

Philadel phia, PA 19107-3380




