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ALTtrRNATIVE S, INC.

I believe we can now define what the Alternat ives, Inc. umbrellaamounted to. A ound 1 1 ltz Mitch R el formed Alterna tives Inc.
n za on as a consulting firm to serve as thegoverning body direct the Governorts Justice Commission yol<eCrest, Bureau of Corrections, and Alternatives, fnc. rs federalgrants as satellite entities The umbrella or ti Board ofDirectors consisted of
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Hobert Riselpffittr
MitchG,iget,
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brother), Pre
Executive Vic e Presiden(Mitch's sident; Ne

Prison Ministry; and Valerie Rioa .'..-i-

wn!.an Geggler,
el (Mitch's wife)Secretary-Treasurer. She formerly served as President. And,finally, frene Gaugler, served as As sistant Secretary - Treasurer.

Mr. Rigel states that he formed this inde pend ent corporate organi-zation in order to expand his communi ty -bas ed treatment centersand pre-release centers throughout the Commonwealth, makinobeach existing program, such as Yoke Crest, self-supporting ashe applied for more federal funds for new treatment c enters .However, none of this was ever brought to the attention of theGovernod s Justice Commission nor v/as it allowed in any of thegrants, &s funded. However A1 derives its inc ome(which, to date, amounts to $40,897) by charging off each of theGovernorts Justice Commissi erally funded grants at B%on fs fedfor administrative expenses. There is also a De artment of Healthgrant ca PACIDA on which this B% fee samemanner was use or ee ees for. Mitch Rigel and LarrvIBienemarln. In additiofl, there is the matterof the two leased- auto -m es which e Rigel er)and a F'o 'Ihese cars are now being usedby Mitch and Valerie Ri el. eE_____rr_Ft rrt

With further reference to the umbre lla organization Alternatives ,' Al*Inc., there remains at the present time only $934. 86 of the or iginaL yL il'12amount paid of $+0, Bg?. There werease rle s of expendifures but7 days of continuing audit research have failed to untangle sincemany of these expenditures were not documen ted and apparentlyno invoices were ever received. Four credit cards u/ere used bythe umbrella corporation two of which were in the name ofMitch Rigel and it is difficult to determine if the expenses incurredwere for the corporation or for Mitch Rigel. It is reas onable
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One other problem area coneerns the leasing of cars as mentioned

of this remains as unexplained payments. Attachment D shows
Cash Disbursements of Alternatives, Inc.
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YOKE CRES'r I ALTERNATIVES,

z/a{zr

akg gogd *ty -{glaulted
ount, he defaulted in

C Rcv
DS-3 40-73-E Fr:nded to DauBI,ri# County as subgrantee
Project Period runs from 4173 to 3 | 31174

Federal Funds
Ma tch

$ 20, o0o
143,390

€Y

$ 2L9,390

This pro ject, as funded, w.as to cover salary benefits plus $5,00 0
for evaluation. The amount expended for salaries to date amounts
to $ !57 r 000. However, .-'rrrPl ee withhol taxe s and s oc ial
s ecuri aid to the IRS and s time the owe

00 and are in an interes t penalty stage with the IRS.

Mitch Rigel, of Yoke Crest, established a special checking account

in April ;f lgTZ for the purpose of having ready cash available to pay

bills such as petty cash purchases, discretionary expenses (whatever

that might have entailed) for holding m'onel-;f residents and the
Christmas deposits of the residents. This accoun!*-yas conceiyed

hv Mitch R el but was unauthorizsd bv the
---r--G

Board of Directors but

it was known about by the Board of Directors onlY to the extent that
they authorized the PaYm ent of $ 100/month from the Yoke Crest
general account to thi.s sPecial account for the expresc pl-lrpose of
meeting discretionary expenditures. Within this special account
over a period of one Year and 10 months, 566 checks were written
totalling $21,000. Among these were 4 loan checks in the fcllorving
amountl : $2 00; $ 500; gZ 00 and $ 1 00. The first three, totalling $900
were written to Mitch Rigel and the 4th check, in the amount of $100,

was written to 1!1a+ EI"Y. Ther
other glgp_l9yees of Yoke Crest.
the am.-"11.--": 

$ 
31 1, 3s follows :

on e lslzt $166
t0l2l73 225
Total $391.

e were also additional loans made to
One was made to Paul LushenskY in

From glt4lTS tnrough L2 17173, $25 was deducted from his pay in
repaymentunti1therewasaba1anceowingof$292.16,w@is
em ee uit and ski d town. In addition, this same employee

a bank agreement between Yoke Crest and the Commonwealth
National Bank, wherein Yoke Crest eed to m
loans). borrowed B and on this am
total. On LIlol74 Yoke Crest paid, out of the Yoke Crest account,

"86"r. 
#g7 5 to the Bank in the full amount.
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On approximately 911173, Paul Caltabiano received an advance of
$200 and repaid the entire amount of this loan in four subsequent
payroll deductions, the last of which occurred on L01 26 1 73.

On or about 10/ 1 llS, Edward W. Mumma received an advance of
$500, which was repaid by payroll deductions of $38. 46. As of
2lLllq, the outstanding balance on this loan lv\ras $153. 86 and, at
the current rate of repayment, the loan should be paid off just
prior to the expiration date of the project on March 31, 1974.

Attached is Exhibit A which is a letter from the Vice President of
the Commonwealth National Bank dated gl7l73, which represents
that the Yoke Crest project fund consummated a deal with the Bank
to undelgglg_Jh.ese loans
In addition to it not being

which is not r ed on federal
allowed, there seems to be an err

funding
or In

ia

the agreement itself between Yoke Crest and the Bank regarding the
amount of money the bank, in fact, loaned since they said it should
not exceed $tOO per individual and not go beyond an aggregate amount
of $600.
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COMYTOM(EALTH OF PENNSYLVANTA
DEPARTIVLENT OP JUSTICE
COMPTROLLER, S OFFICE

AUDIT DTVISION
P .O . BOX 206

1AMP HTLL, PA 77 077

REVIEPT REPORT

PERIOD CAVERED BY REVIEb|

NOVEMBERT 7972 TO JANUARY 37, 7974

DATE OF REVIEVI

FEBRLTARY 27 , 797 4

KENNETH T. SMALL

ALTERNATTVES, INC.
P .O . BOX 3207

HARRTSBURG , PA. 77 70 5
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' Departrnent of Justice
ComptroTTer' s Affice

Alternatives, Inc.
-7-

I " TNTRODUCTION

The scope of th:s review is to ascertain that a77 expenditures and
receipts are in Tine with the organizational goals. A77 necessarg docu-
nentation was teviewed to the extent noted be7ow.

A serjes of brief meetings were held with Mr. Mitchel RigeL, Executive.
Director of Alternatives, Inc., Lawtence E. Bienemann, Project Ditector,
and various staff members during the second and third weeks of Febcuarg,
797 4

No su nt was awarded to Alternatjyes Inc. (the unbreTTa cor 'ation
an here ore no ex sf for this rev ew However, the

ng ndings are presen V Tations of good
accounting practice as we77 as vioLations of good "bus:.ness practice.

Ii . R.EVIEW FTNDINGS

A. Federal FunCs Deposited In Checking Account

?ederal funds 28 were de srted in Altetna-
se

Planning Project
ture of

umbreTTa corEnration)

tives, Inc. (the umbreTTa corporation) on December*fCFils wete awarded ta AJternatives, fnc. Statewide
for subgrtant DS-42i-73 . On December 27 | 7973 an
$23, 682.00 was made from Alte

eposi tjyes , Inc.T s same amoun WAS

StatewiCe Planning Projec t on December 27 , 797 3 .

5B - Loan of 000.04 to em ee

As noted from Review Finding A, the bafance of the federal funds, jn
the amount of $51000.00 was not deposited in the DS-423-73 account.

tead a $S I 000, A0 check was written toIns
onl us on for this action wa

tector
rom

. The
the /l

Execu tive Director indicatin
II t-

mem.bers , however, the 7
t.6*ast federaT fund.s

that the $ 5 ,000 .00 c C. -was a 7
t -L^ CC

b Ld,LL

ending pnlicg is not a written 7ic and in
oaned to s r,s.

C. Contribution From Subgrant Projects

a1L C5Lt entit come would
be Cerived .cL a rd satel-2,:te )+
c No provi sions were ma e nt e subgrants
ior the formation of Alternatives, Inc. I nor vles ang req'uest made to the
Governor's Justice Commission prior to the formation of Alternatzrzes, Inc.

To utiTize federal funds to incorgnrate a separate entitg js a violation
of subgrant conditions and federal reguTations.
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ganfrtYsffiE,qg SYriLg -2- ATternatjrzes , Inc.

D. hlithhoJ-ding Taxes Not CoTTected Bg EmpTotler

According to the Tedgers of Alternatjrres , Inc. , no withhold.ing taxes
were deducted f rom the empTogees pag. This resu-L ted in the empTogees
being considered seTf-empToged consultants. However I no notification
was made to the Internal Revenue Service such as the fiTing of IRS
form 7099. The twa em o have received 7 and $4,452 .00

-

for consultant serv, ces.

E. No Supportative Staff Hired B ll Alternati

As of this review, Alternatjves , Inc. , has not hired ang cTericaL heJ-p
or administrative hel
Yoke Crest petsonneT.

sence, ATter . | -i.s a consuLting f irm vthose cJ.rents are

-r-
era 9 pro jects.

F. Poor Documentation For Expenditures

l,lith few exceotions a77 invoi nditures are non-existent.
Poor @proc edures and poor accoun pract, ces are the- main
cause of the non-existent supporting documentation.

An example of the poor d.ocumeitation js the Teasingr of automobiTes bg
Alternatives, Inc. A.total oL53,776.00 wa ded on car rentaT,
however , onTg $7 ,9 59 .00 was identified . The C, -7. eases were obtained
from the Executive Dirpr:fnr| s hrother in Kenton, Ohio.

rn add.ition to the poor documentation, the initial d.eoo,sits of funil" ?iland the initial- shec|<s are apparentTq Tost . Due to this , it vlas not !
gnssible to reconciTe the Tedger with the checkbook.

G. Personal Credit Cards used Bq Corporation

Personal Credit cards beTonging to the Executive Director were used bg
ffhe corporation. The expenditures were mainlg for gasoTine and meals.
No travel vouchers or other justif ication f or expen,se,s were submitted,
but, tte nonthig invoices for the oiL comfanies and. American Express
were paid in total.

H. InvaTiC Siqnature On Checks

?.h-ree trmes sjnce Noveniber , 7g7 2 , the authorized signature card at the
bank has been changed. Due to the bank mis-fiTing a signature card and
a misunderstand-z.ng among empTogees; f ive checks -,4/-ere signed bg empJoyees
vrhose names were not authorized to sigrn checks. AIJ f ive checks tataTing
$ 6 | 2 30 , 00 vlere paid bg the bank urithout guestions .

\ 
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p. A77 administrative su vided bg
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Department of Justice Alternatjrzes , Inc .
ComptroJ,Jer's Office -3-

I. CanceTTed checks lrlissing

S:.x canceTTed checks (in addition to the initiaT checks urcitten and
noted -r.n Revjew Finding F) were Tost and not subject to review. The
do7Lar value af the Tost checks was $21720.00.

J. Pocr Accounting ControT

As noted in the above Review Findings, poor management and poor
accounting control are the main reasons for the present condition
of the corporation. Tighter controls and we77 defined procedures
are necessarg in order to record incoming funds and expenditures
properTg .

K. AutomobjJ,es Leased Bq The Corporation'

Two automobjl,es are currentlg Teased bg the cortrDration. As noted
in Review Finding ?, poor records are maintained concerning the
Teasing of vehicJ,es. The Executive Director used one of the auto-
nobiLes and his wife, a member of the corporate board of directors,
uses the second automobile.

t



Alternatrves , fnc. Comments
4

A review was made on the carporate bg-7aws and the minutes of the board
of ditectors neetings. From thrs review and. additionai questioning of staff.
personneT, the foTlowinq are personal comments concerning the corpotation.

The expressed purtrnse of ATternatives, rnc., was to d.eveTop alternate
methods to incarceration of gouthful offenders. After reviewing the fin-
ancial recotds of the corporation, i t s t tlte

for the

I

(
P#lt*h

,l U a imatel 8% of each federaL ect funds as revenu efo
A umbre cor 2d e ncame was e5 s ed or t r

9ra on s operation. This de ev on
---,-+

2. The ma the ex : tures tion the r sonal
ov enses and con tant The Execu VE

7.4/- t s personaT credit cards were used for gasoline and food purchases
of the corwration. /Vo travel vouchers vlere fiTed and. the reviewer con-
cluded that non-corporate expenses couLd easjl, g have been paid bg the
cotWration. However, it -1.s onTg faix to state that no evidence ulas founC
to state that personaT expenses were paid bg the corporation.

automobil,es were Teased from Ri 7 utive
Direc 5 to r) . At he date of the revi €wt one auto was used excTusivelg
b9 the Executive Director and the other was used excLusiverg bg the Execu-
tive Directorts wife.

4. The $S 000 Executive D ras
pat a down t This fact has been established bg the

5 CE Departmentt s Bureau of Investigation. federal

^

funds a definate vi olation of federal ex a

\r

The check, made pagable to the Executive Director, was signed bg the Executive
Director' s wife. Two months prior to the issuing of the check, the Executive
Ditector's wife's name was removed from the authotized signatures card at the
bank. Due ta a bank error, the check was negotiated. without question.

:6

5. The cor ate Taws of Al x mateT two
ause InternaT Revenue ,Serrzjee was making inquiri e5 u

tion. The bg-7aws are verg general , but d.o reveaT that one individ.uaT
coaTd control and/ot operate'the coxporation within the provisions of the
bg-7aws. such bg-Laws cTeazlg supwrt the reviewers' opinion that the corpration
&,as esta.b-Zjsled fot the personal benefit of the Executive Directot.

During the course of operation of the corporation, severaT bg-laws were not
aahered to and no cortective action was taken bq ang of the corryrate officia-1,s.
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'',','?Jternatjyes, rnc. -2- Comments

ExampTe A. The bg-7aws state a77 checks are to be signed bg either the
President (Executive Director) or the Treasurer. The
maiotitg of the checks were signed. bg two empTogees of
York Crest (one of the empTogees was a short time member
of the Board of Directors)

ExampJe B. The bg-7aws state an annual audit would be mad.e of the
corWtate books. The onlg audit that was made on the
corporate books occurred just prior to the audit bg the
Govetnor's Justice Commission at the insrstence of the
corprate Tawger.
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