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Feb . 27 

Feb. 28 

Mar 3 

Mar s 

Mar 7 

Mar 9 

Mar 14 

Mar 16 

Mar 22 

Mar 24 

Mar 24 

Mar 26 

Action By Board 

February 27, - March 27, 1990 

Board of Director Meeting 

Accepted - Accepted Governance of Covenant House 

- Father Bruce's Resignation 
- Frank Macchiarola 1 s Resignation 

Adopted - Action Program For outside consultants 

Appointed - James Harnett Acting President·. 

Appointed 

Accepted 

Appointed -

Dick Shinn to review Management 
compensation Policy 

resignation of Mr. Maguire ' or. 
Kennedy 

Ii ' .. ':.· 
Kroll Assoc . for outside Review 
Board of Directors meet 

Appointed - cravath, Swaine & Moore General 
Counsel 

Accepted Resignation of Burns, Kennedy et al 

Held Press Conference with Mr. Ralph A. Pfeiffer, Jr., 
cardinal O' Connor and Mr. Robert Maguire • .. 

Announced oversight Committee 
Search Committee 

Board of Di~ectors Meeting 

- New Search Firm - Russell Reynolds 

- New Auditor for Special Review 

Appoi nted - Russell Reynolds for President search 

Appointed - Ernest & Young as Auditor for Special 
Review 

Appointed - Child Welfare League of America (CWLA) to 
Conduct Program Review 

Interviewed Acting President and Deputy Acting 
Pres ident Candidates 

Board of Directors Meeti ng approved candidates 

Appointed Acting President Announced/Deputy Acting 
President Announced 
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Mar 26 

Mar 27 

Board of Directors Meeting 

Announced - New Board Members -
William Aramony, President United Way of 

America 
William J. Flynn - CEO Mutual of America 
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oversight committee· Directory 

William Ellinghaus (212) 605-7760 

President Emeritus 
AT.&T 
550 Madison Avenue 
New York, New York 10022 

(212) 308-1820 (fax) 

James H. Harnett (212) 727-4097 

Acting President 
Covenant House 
346 West 17th Street 
New York, New York 10011 

Fr. Theodore M. Hesburgh 

President Emeritus 
University of Notre Dame 
Notre Dame, Indiana 46556 

Ralph A. Pfeiffer, J ·r. 

Chairman of the Board of Directors 
Covenant House 
346 West 17th Street 
New York, New York 10011 

Rabbi Marc H. Tannenbaum 

International Relations Consultant 
American Jewish Committee 
45 East 89th Street 
New York, New York 10029 

The Honorable Cyrus R. Vance 

Simpson Thacher & Bartlett 
1011 1st Avenue 
New York, New York 10017 

The Honorable Paul A. Volcker 

Chairman of the Board 
James D. Wolfensohn, Inc. 
599 Lexington Avenue 
New York, New York 10022 

(212j 727-4992 (fax) 

(219) 239-6882 
(219) 239-6772 (fax) 

( 212) 727-4993 
(212) 727-4994 (fax) 

(212) 831-2952 
(212) 876-8351 (fax) 

(212) 455-7190 
(212) 455-2502 (fax) 

(212) 909-8100 
(212) 909-8158 (fax) 

8161 II II 
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COVENANT HOUSE OVERSIGHT COMMITTEE 

June 8, 1990 

BRIEFING MATERIAL 

* MEETING AGENDA 

* FINANCIAL AND MANAGEMENT CONTROLS 

- Outline of Ernst & Young Audit 

* COMPENSAT.ION REVIEW 

* 

* 

- Richard Shinn's report and supporting 
documentation 

CHILD WELFARE LEAGUE OF AMERICA STUDY 

- Description of CWL's planned review of 
New York programs serving of adolescents 
and young adults 

ORGANIZATION AND BOARD RELATIONS 

- Organization Issues outline 
- Organization charts 
- Board to Board relations assessment by 

Bruce Henry 



COVENANT HOUSE OVERSIGHT COMMITTEE 

June 8, 1990 

8:00 AM 

AGENDA 

* COVENANT HOUSE OVERVIEW 

* . INVESTIGATION 

* FINANCIAL AND MANAGEMENT CONTROLS 

James Harnett 
coo 
Covenant ijouse 

Robert McGuire 
Kroll Associates 

Paul Saunders, Esq. 
Cravath, Swain & 
Moore 

Elaine Allen 
Partner 
Ernst & Young 

* ORGANIZATION AND BOARD RELATIONS Keith Austin 
IBM Corp. 

* CHILD WELFARE LEAGUE OF AMERICA STUDY James Harnett 

* COMMITTEE SESSION William M. Ellinghaus 
Ralph A. Pfeiffer, Jr . 
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COVENANT HOUSE 
SUMMARY OF PROGRAMS 

covenant House is a child care agency that offers 
shelter, crisis intervention and other vital services to 
homeless and abandoned youth under the age of 21. It is the 
only agency that serves youths over age i1, at which time 
they are too old for child programs and too young for adult 
shelters. covenant House provides shelters and programs in 
·the following locations: 

Canada 

United States 
New York · 
Fort Lauderdale 
New Orleans 
Houston 
Los Angeles 
Anchorage 

Additionally outreach program~ operate in Newark, 
Trenton, and Atlantic City, New Jersey. · 

Mexico 
Guatemala 
Honduras 
Panama 

Following is a summary of .primary programs: 

Crisis Center 

An open-intake policy assures free, immediate shelter, 
food, clothing, counseling and medical attention to 
runaway/homeless youth under age 21. In fiscal 1989, over 
25,000 youths received care through covenant House Crisis 
Centers throughout the nation. 

Outreach 

Each night outreach vans meet runaway/homeless youth on 
their own turf to provide counseling, food and referrals. 
These vans enable Covenant House to contact youths who 
otherwise might riot seek services on their own. 



Mother and Child Program 

our separate· residential program for homeless dolescent 
pregnant and parenting women and their children teaches 
parenting skills and assists them in obtaining education, 
employment and permanent housing. 

Aftercare Services 

Aftercare offers support services to youngsters after 
they leave our care. Services include medical care, 
counseling, referrals, life skills training, and home 
visits. 

Long-Term Transitional Residence 

our long term residential program, Rights of Passage, 
enables homeless adolescents to live in a transitional 
program for 18 months while they further their education, 
embark on career track jobs, and learn l .ife skills necessary 
for independent living. Each ~esident in the program has a 
mentor to provide support and direction. 

Special Needs Unit 

A facility for homeless youth with AIDS and AIDS
related illnesses offers short-term care focusing on 
educational and vocational tra~ning. 

Substance Abuse Intervention 

We offer homeless youth with substance abuse problems a 
safe and therapeutic residential program in a drug free. 
setting. They receive counseling, medical, educational, and 
vocational services, and are then referred to long term 
treatment programs. 

Health Services 

Our Health Services Departments provide homeless youth 
with primary medical care, nursing and mental health 
services, pediatric and adolescent services, testing and 
trea~ment for sexually transmitted diseases, OB/GYN 
services, and health education and counseling. They are 
staffed by licensed physicians and nurses as well as support 
technicians. 



Nineline 

Nineline i s a toll-free runaway crisis hotline 
(l/ 800/999-9999) for adolescents and their families. It 
operates 24 hours-per-day, seven days-per-week. Each 
NINELINE representative is skilled in crisis manaqement and 
counselinq, and has computerized access to a database of 
more than 20, 000 social service providers throuqhout the 
United States and Canada . such access provides ready 
referral to l ocal social services. In December, 1989 there 
were 140,471 calls which came from each of 50 states and the 
Canadian provinces. 



Memo to: Ralph Pfeiffer 

From~ Bob McGrath ~ 

Re: Facts being presented to media. 

Date: June 6, 1990 

Here are the facts we are. presenting to the media about the most 
recent round of publicity: 

-- According to District Attorney Morgenthau, there is no new 
investigation of Covenant House planned · by his offi<?e, and this is not a 
reopening of the investigation closed by his office on February 28 (see 
attached). His office is not commenting on any possible investigations 
of individuals who have worked at Covenant House. 

In early April, Covenant House staff discovered evidence of possible 
fraud in connection with the operation of the security force at Under 
21. That information was promptly turned over to the appropriate 
auihorities (police an~ Kroll Associates). 

-- Stan Ford, director of security at Under 21, was laid off in early May 
. due to budget restrictions and operational review. 

Covenant House is . encouraging Mr. Ford, and any past or present 
employees to cooperate fully with all ·investigations and reviews. 

cc: Msgr. Toohy 
Msgr. Mcf)onnell 
Jim Harnett 
Joe Borgo 
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withers 
Br RUTH LANDA 
Daily News Staff Writer 

Rocked by scandal and uncertainty over fu
ture donations, Covenant House plans to slash 
up· to half its New York statT and eliminate 
some services in a major "downsizingn of the 
troubled y()uth charity, a spokeswoman said 
yesterday.: 

The organizati~n already 
bas given 111 employes pink 
slips, and~~ number '.'_could 
go as . Jilgb._-.as ,.~·.~ · said 
spokeswoln.an·su5an McLean. 
· The AIDS.:umi ot the chari-

. ty's matn:Sne)ter on w. 4lst 
St, semog'Youngsters testing 
positive ror ·the deadly HIV 
virus, will ~ eliminated, and 
other programs, including 
educational :and job eounsel
ing, will be cut, McLean said. 

StatTers have been laid off 
at Covenant.Bouse branches 
in Florida and New Orleans, 
ar.d the new Washington. 
D.C., center has been closed. 

224 cuts at 415t St.r would in- ·: 
elude 64 more layoffs and the 
remainder ·would be . lost ~ 
th •. 

rough attrition.-. . - ) 
Cov~napt ·.House )lrovides 

shelter to .1lbout 270 young
sters In New York nightly . 
The allegations eanier this 
year triggered a diop .. in do
nations, and nearty half the 
charity's board of' directors 
have quit. Two priests named 
by Cardinal O'Connor have 
be«:n running lhe .,.charity 
while a new director is. 
sought. -:· · 

The third-floor AIDS unit. 
currently housing 13 young
sters, will be discontinued, 

'Cu ts really burl' and those kids will be "given 
"It's a downsizing and reor- beds on other floors," 

ganization. We're looking at McLean said "Most of them 
all the programs to decide - are not ill," be noted. 
how much more emciently ·~y're ·out job bunting or 
they. can be run," McLean · tbej're going to school." ·. 
said '. . . The .mother-child program, : . 

"It's a real.belt-tightening," · . serving teenage mothe~ ·ud :_j 
. she added~, .ese cuts reallli~Ji.eir ~h_ildren, willJ1~e· :.~re:.:.~ 
bµft.~:·*-·,..., · _., :;;;, · - ~~ · . served intact" bat. :1Ji81 ··W~

· : ~1nlhe~~- ~--~hlllegations ~-'.~ioved from its 52cf st.~ I~-;;, 
or &eXlial ·miscl>iiduct and ft- ;-boo to 41st St., she &aid.-.:;;.:.s~.f> -
nancial i~ties involv- .·?· -•'Direct servi~ fo~chr.-; 
ing the·'. Rev. Bruce Ritter, .. . should not be aff~cted/~·'J 
Covenant ~ouse's founder, '"McLean said. · · . . · ·. - .' 

. ''We can't guarantee that our . She said the "open intake,. ·: 
·donations will bold firm," the policy, under which no-homei.-:-· 
spokeswoman s'&Jd . less teen is ever turned aw8t;~·· 

. The ·budge_t ror_ the 41st Sl . will be continued. BUt, slte ~~ 
shelter, . Under 21, already added, ''we may not be able.: .. 
. bas been cut by 10%, and to service kids w)t() :·couu~·, 
McLean Ula die charity was back four, five. 1cr ·tlmft -~
"confide~ staff cuts ''will the recidivists." · · · : 2-:':;.:'·'··~; , 

· bring )»F do"wn to the level· A Covenant· House' ~iirce · 
where we~~ be in sync with told the Daily News tbal·em-:.:. 
our projected donations." ployes were "paitrcfuta.itf'-

. - . stunned that critical servt'c!eS · 
Mo!~·'.:-yoffs C9min~ '"· c:: .J.ik~ our education_afADCI~~ ·· . 
Sm~e,May 25, 111 of.Cov_e- . cational counseling · • · · · 

nan~ _ House's 420 staffers eliminated .. . . · It I 
,..,.. .. _ ... ,! .. -.- +"'a l'f ... ,.. .... ..,. ; <! t... n ;~· ~ 
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,,COVENANT HOU,SE .FACING 
J 
2! • 
t> . By'MIKE PEARL, 
·~< ·P.AUl:· SC:HW;i(fnZMAN: 
" ~i and JOE NICHOLSON 

anhnttw1 Dlslrlcl Altnr· 
Robert Morgenlhau Ls 
to open a new crl:nJnal 

·~estJgallon lnlo scandHJ· 
8ITed Covenant House. 

told The Post last 
L 

he sources said it would 
a new Investigation -
her than a reopenJng of 

l~
rgenlhau's investigation 

·Covenant House founder 
t er ~ruce Ritter . . 

' · lhau dropped a 
&imlnal lnveaUptlo.n of 
!Utter on Feb. 28 after spend
ing three months looking 
Into alleptlona the priest 

·waa Involved In ftnanclnl 

I 
and eexuRl lmproprlctlea. 
l Ritter, who h1lB mllln· 

~
ned his lnnocenc·e, ro· 

gned as president of the I cller for runawAys In the 
' like or tbe.allegallons. 

··NeMi of a new lnvc:dign· 

NEW M/DRll PROBE . . 
.. 

· ~ 
.;J.1 ~t 

~· :,.....~ 

-~~ 
< 

·~!~ . 
f~~I lion comca one day ~ 

Covenant House annoWlCed 
ll waa cult~ It.a atatf by half 
due to a drop ln donaUona. 

Sources aaid the new lnve•· 
UgaUon wtll lnvolve flnanclal 
~guJaritles. not posalble 
lellual lnfracllooa. They pro
vided no other detalla. . 

Former clly police com· 
mlBsloner Robut McGulre 
hu bes coaduct1nc an In· 
ve9t.lptlon of all alleged Im· 
proprleUe.a on behalt of the 
8heiter'a board. 

Sources said lt waa be· 
Ucved that Information 
McGuire turned up may 
have led Morgentha11 to con· 
alder a new lnvest.lgRtlon. 

McGuire could not be 
reached for comment. 
It could not be leamed 

Parl}plts admillit1y miis Ritter 
There were &be usu"1 &uedoe and nne evea.ID« cl.re8aes, 

&almon appetisers ud Joas•lemmed neea a4 .-di table. 
But thoee who a&tended Ow-.nt eome-..anaual fund· 

raising dlnaer a4 tbe Waldcsf·.ullda &at& nlallt Mid tbe al· 
fair waa declded.17 dllf.-ent from a.a.e beld lD put 7ears. 

"We mlu Bn.ce." Mid'°"" a.c. a n!Ured.buslnesamaa 
who ha.~ contributed &bouaand• of dollars lo Ocwenant House. 

"'Tbla wu an orpDlsa&lon founded b7 a ....... and wbea 
the~-~ tbe...,. have &oanake t& T · 

"If we p•t or._. .... no one Is pins• ;~ ldda." · 
Poul Scl&wartzman 

whether the aJlepUOna In
volved Ritter pel"90nally or 
othr.r officials al the shelter. 

Gerald McKeh·ey, a Mor
genthau spokesman. declined 
comment. 

SlRn.ley Arkin, Ritter's law· 
ycr, told The Poet he knew ' 

~ of rt· b8W lnvestlp· 
Uon. add.lng "ldon't have any 
Idea what ~ would have 
on him, and f think I know 
the cue PftltY well.• 

Jamea Harnett. Ritter's for· 
, mer rtght·hand man and still 
the charity's chief operating 

officer, told The Post: "Jr I he . 
d.IBtrlct attorney la lnve: U· 1 

gaUn& we wUl fully coop!r · 
ate. We are absolutely coai· 
milted to \hat. .. 

Hamett spoke at Covenant 
Houae'a annual black·Ue 
fund-ra.laing dinner at l he 
WaJdorf-Aatoria last night 

Morgenlhau's Feb. 28 sta'.e
ment lndlcated there wr.re 
unraolved questions o bout 
Kevin Kite. the ftnlt of four 
male nmawaya who aocused 
l\lttel' d hlriDg them Into 
eexUal relatlouh.lpi1. 

•Although some qucstlc•n· 
able ftnand&I lr&n.'laCtl0118 
weni dlacovered during the 
review of Kite's lnvolv1:m ~nt 
with Covenant House. th< re 
la lnaufftclent evidence lo 
w&JT&nl cr1mlna1 charges.''· 

.. 
filt 

.......... ·~1 1 .' 
t( I~ . t- ~ ... ~ 

· t , ; \ ,.~ !I 
' l . 

.,, if~ i};tf,~ 
'! . .. ; ·.~Jtl'~: ~ 

FAlllUMllU 
Quit ht scandul's we; 

said Morgenthau. 
A 80urce nl Cove 

Houee told The Post nu 
were drculallng yate 
about the new ln\'MltJgatl 

" I wtdc111land I hey 
reopen ru1 lnve11t1rraUm 
F11ther 81 Ul"C. It's not 1 

shcw:k hr• c auymore. 
staff ha.'1 gonr througtl 
period of stress nnd dista'I 
said the rw1rcc. 
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CovenantHouse ·i 
To C~(Progra1J1S ; 
And Employees I 

Suffering .Sharp Drop in·( .. 
·charitable Donations ' 

By ALESS~NDRA STANLEY 
Suffering from a sharp dri>l:> m chan· 

:able conti'1butions. Covenant House 
has decided to reduce its 46G-member · 
staff In New York bv almost halt" and to . · 
cut several programs. includif!g two ·. 
group homes. for youths, an outreach . 
van and a residential unit for teen. . 
agers Infected with the Al OS virus. , 

Contributions, which provide 90 per- 1 
cent of the foundatJon's income. 1 
dropped 12.5 percent after all~auons r 
concerning sexual m1Sconduct and fis- , 
cal irregularities by the ;ounder ui I 
Covenant House. che Rev. Brue<. l{ iuer . . 
t>ecame public in Decernber. . 

l.;nder the cuts. the Mothe~ Wich i 
children residence will also be closed. I 
Several dozen womeO: most of them ; 
homeless or runawavs, anti their chil· i 
dren are to tH: relocated to spare beds ! 
at ~e largest Covenant 'iouse res.den· t 
tial center, Rites of Passage. A do?: .• 11 
teen-agers in the AIDS :>~am will ! 
also move to other dormuo:ies, !:Ome I 
of which already house teen-agers in· 
fected with the AIDS virus. 

To ._re Coatrlbut.ws . 

lbe executive direcior of Covenant 
Hause ln New Yort, Joseph B. 8o1"50, 
said he hoped that news of tht .cuts 
would inspire leery donors to begin I 
contributing again. "It might help 
brift8 into focus for people just what 
the effect of this continUiDg contr>- 1 

ve~ Is likely .to be for the kids we 
· serve,'" Mr. Borgo said. "We have at· 

cempted to minimi.Ze the direct imoacc 
.'on the kids. But obviously they w1il oe 

affected." . 

WNBC·TV l'eP.Oni!ci yesteniay that 
the Manhattan District Attomev's of. 
fice had recently opened anothe·r ·inves· 
ligation into Covenant House. An 
earlier inquiry was . dropped on th~ · 
ground that there was insufficient ev1- I 
dence for criminal prosecutiOn. A I 
sp(>kesman for the prosecutoT ~ould : 
not comment on the report. Others ' 
close to the situation at Covenant 
House said a cnminal matter unre
lated to the accusations against Father :· 
Ritter had been broueht to the atten· · 
uon oi law-enforceme~1 oifid als. Tha< : 
; "' ...... ~!02f1n"' 1eo ~'=!~\:~;.::\:i Lu V: o~Jl a I 

~1 1t1•:1?!y f'lil~~! ·-·:.St:" l::r:u. 

· :ovenant ~m .. ~~ :.:::~.·ilt es a :iauona1 1 

;icm 1; 1 o .. ener~: ... : ..i ..:~:~•£ "::ucrs . 
tor i!i.000 runaway and homeless young 1 
people. It determined in Apnl that its 1 
budget for the 1991 fiscal year would I 
have to be reduced. more than SID mil·• 
''!in fro m S87 million m t!l!!O. 

The centers to be closed. housm2 a 1 

·.ocal of 20 teen·aeers. are .on Wesc f ith 1 

.ma 15th Streets: 



-~ 
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Covenant House-facing 
~~~;-;;:.~=; ·$12M;... budget cut :.no tne loss of haU' its slatf. 
;oc1al wor11ers fear thou · 
s.:inds 01 ~ns a1 the scandal· 
plagued refuge for runawa~'S 
co1.11d be thrown back to the 
ill"tflS. wide. ·"There is going to be a 

\"acuum and 110 one is sure 
how it will be filled.·· 

projected the charity"s bud· 
get for next year at 175 mil· 
lion. down $12 million from 
last year. 

Bruce Ritter . earlier th is 
year. Ritter subsequendy re
signed. 

00Tbere is really no place 
else ior lbem to go. Covenaal 
Hol.ISe " JUSl about all New 
Yori! City has: · said llanio 
ll il"SCll. airttlOr or the Em· 
p1re State Coalition. which 
represents i >c1al service 
agencies for youths stat e-

Covenant llouse officials -
ll'ho said llonday lhat 22-l 
employes. nearly half the 
staff. will be lost in tbe com· 
ing ti seal year through layoffs 
and aurition - yestenlay 

The drop is due to a loss in 
donations since allegations 
surfaced of sexual and fiscal 
m iscond uct by Covenant 
House founde r , the Rev. 

l lanhattan Di.strict Attor
n ey Robert ~lorgentbau 
dropped a cnminal probe of 
him last Febniary, despile 
evidence of ""Viol1tloaa of 
law'" at CovetWll House. 

I DRIVE GOU ON: Raf Ph Pfei!fer. ctlairman ot Collenant House DOa10 of oirecun If.I. Ms@'. Wiiiiam loony. C0·1><es.oe11t ol Co.enant 
House. a-4 aarei;s Helen Ha~ aaenoeo fast nigrtt"sfund-rarse< at tne Waldot1·Astona. eaA.--.-·,r..-s 

! Passing plate to collect IM 
Sy C~ M. SOC.NOTT 
ud JIU1'll lAHDA 

Coven.ant HouSI! olTicials. express· 
in!? tenl1dence about the troubled 
r r:.an~ .. s i"uture. said the)" raised SI 
r.i:l hon at a black·Ue dinner last nignl 
- !>ut v.·1thout the nian v ~o has been 
.t.s l•'O rnc:~ey-ra:s, , ·•··· ·'~•rs. u1e 
:i :·' . Bruc-e Rittl'r. 

• .,, .. ~ li\11.111rnp11.• po1d $500 lo :)1.00IJ 
3 p1ate - ;ind some as much as 
S.30.000 - 10 auend the a1t'air at the 
\\"aldorf·.-\storia . whi le the scandal· 
Hn2ed chant}· makes deep cuts to otT· 
St'I a POssible drop in donauons. 

'(<'I f.'n\"enan1 Hou~e board chair · 
"."..:in lbloh Pfeiffer told the contnbu· 
t?rs. ·· rm coni\dl'nt about the future. 
'~ wul SUl'Ceeo in ~·arrv1ng out the 
·· uir<'<I \'1~1011 01our1ounaer. f.:ither 

•. • . :rr tt.lh.'r. 

··tt was his belier:· Pfei lTer said. 
·1hat f'Vt'ry child should have a safe 
.. place away from the horrors of the 

streets. We \\111 conunue to offer that 
to anyone who comes to our door:· 

:-1ei1Ter sa1ci that former Polire 
Co>mm1ssioner Roben lkGuire 14·owd 
soon complete his three-month 1nves· 
il~auon 01 s .. xual and 11na11ciat 1m: 
propnellt'S at Co,·enant H1>u)e. 

Effective l e tters 

But some worr ied about t he> chari· 
t~ .. s fu:ure without Hitter. a dynamic 
f'u!'ld-raiser. who res12ned this year as 
;1 llP.ga11ons olsexual a.nd linanc1al im· 
:>rvpneiy sur1aceo. 

!11tter w:is ··amon!l the bt'st and 
~~n~t t>llf>ct1,·e rund-ra1sen; m the 
·:·)lin:r:. · ;:.,j J:;mes H:u·nt>tt . l~e 111· 
:.•·•,n1n11 (. <.·r. ;C'f ooera11n~ ortiC'E'r . 

He noted that !titters most elTectl\·e 
:nelhods included telhnc the run· 
Jway you1.hs· hean-wrenct11111 stories 
in a monthlf newsletter sent to 
S00.000 ~pie. 

Ritter 111.;o tra\·e led 1hrouthou1 the 
countr)'. rr.a~in~ iini;ass1unl'd pl.,as 
~ ~1d collet11n2 donations. 

:\ow. l"ll\'l'nant House 1s searrnin<? 
· ... :-; r:~·:: !:: .. f"rlor ,\ 1r-c.1 !i1tter \\·o:~ 
nl't:t111a1111~ w11h \\ ai1 Oi;ne\· •".a1os 
10 prQduce a 1ifin of his hfe siory - '"a 
mOdem ·Bo~·s' Town:·· 1l 1C1 Harnl'tt 
- ha.s fallen ti1rougn. 

"'.\II of us ll)l im·nf\·ed bec-ause ot 
F:!th r.r Ritter:· ~ a id J ohn Bou. who 
~as ~trended l'o"e na111 Huuse t'und· 
raisers 1or 10 , ·ears. ··wr were all 
;hock<"d - 11:.11 . .. · ... e re 2oin1r to suck 
\\'111111. 

7:: ... •!r.e t\1~, ''tl· .;,1111 : .... !e .. \uhOO\' 
• • ~<·I~ tit:"i;.:::l;,: t!h .. 'UI . . 

But yesterdlJ, 1 law en
rorceroe nt souree told the 
Daily News. the Mnb1n1n 
di strict aU01'11'7°1 racllrt bu
reau is checking a lip aboU1 
another potentill crime at 
the troubled chari17. 

The nature of the new i.D
qui17 could not be d~ 
mined. but the aouree said it 
is not a probe o! tbe illllita
tion itself. 

Spakesn1en for both Mor· 
genthau and Covenant HOUJe 
declined commenL 

Susan ltullll'a\-e. bu4 of 
the city.~ s~r:lces to r teenace 
runaways under the Oeput· 
:nent of Youth St'ni~es. said 
the cuts at Covena.;t House -
11·hich cares for 10.000 JOuth..I 
a }"Ur in the city and 25.000 
nalionwide - could put a 
- gre•t >train '" on city and oth· 
-er services for youths. 

Y .:>ung adultll hardest bit 

l:npa.ct "Ube cuts wi ll be 
· rnc.st sev•·re !Or per;ple be-

1".reen 18 2:-.d 21 yean old. be
ca~ city. stale and fede.rallJ 
ruruted prognuna only se~ 
those under 18. 

Tbe programs to be em °' 
consolidated witb tbe maiJI 
-t:nder 21 '' program inclade 
the 13-bed AIDS unit. the SO. 
bed unit for teenage mothers 
with children. and "n educa· 
tionaJ and voutL.naJ tra.i.uiDl
center. 

C O\·enant Ho tSe spokes· 
1:1an Roben )!cGraCJ said t.lle 
fnarity wnuld uM..U? to coa
t inue heing opea to all 
i·ouths. But n;inutes of a May 
21 t:nder 21 meetina suuen 
a ··becf and breakWt pro
gnm ·· under whicb -our ir.
ditional recidi\·ist population 
.. . will be reduced as we ini· 
uate a more stn1C111red alld 
erncient progr3trL0 0 

One Covenant House 
sou~. who spoke on the toD
~ ition of anonymity, said. 
""They are setting up 1 kind of 
holdinc pan.em for the kids. 
and will evenwally try to tu1'11 
them over to other programs. 
which are nonexistenL or be 
:urred to tum tnem 8\113)'. •• 

7 he s;iune added that. 
••• , , ... •!:-:..· · ~w,,ns.. tht- cnan,, 
·.;.·Ju:o \·iolate state ~izula· 
:1011:.. 1tqc.i1rtr.g a 10-t.,-, ; .... " 
ul ··ouths to :id ult supervisors 
1i ;°1 au empted to continue ae
'ep11ng the current number 
of )'OUlbS night!)'. 

l•>,·enaat House·s Under 2~ 
prouam houses 220 vouths a 
:>::ilt. wil1le cit}··fwlded cri· 
: is programs provide only 90 
'leds. 

- •tafl' v.·r iter Kevin )lf("ov 
l'UDUib uted.l.O t.Ai5, 

a.-.. 
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Covenant House's 
Zd-job cops probed; 
CHARLE$ M. SENNOn 
r"-Stafl'~ 

rbe Manhattan district at· 
ney's office is probing alle
tions that city cops moon· 
hted as guards at Covenant 
•Use under aliases to dodge 
:es and evade departmen· 

rules, sources told the 
.ily News yesterday. 
!'bey also are investigating 
ids that other employes at 

the troubled refuge for run· 
away teens stole office equip
ment, including a computer, 
and clothing and donations 
stored at the organization's 
4lst Sl headquarters, the 
sourc~s said. 

The Police Department in
ternal affairs division con
firmed it bas launched a 
probe into possible violations 
of departmental rules and 

state tax Jaws concerning 
moonlighting. 

"We are conducting an in· 
vestigation with the district 
attorney's office," said Chier 
Daniel Sullivan. "We don't 
know the extent of what was 
going on, and it Js unclear 
how many officers were in
volved." 

curity department, and we 
turned that fofonnatlon over 
to the district att.orney"s of· 
lice." . . 

DA dropped probe . ~ 
On Feb. 28, a day after RJt- · 

ter announced bis reslgaa. 
lion. the distri~ attornej'1 
racket:s . bureau drop~a 

Six.cops 
At least six police officers SAVaHG COVENANT llouM 

employed as guards, paid as Su~onho'oll'li~.h&..: 
much as $20,000, were re- · done:Aneditoriaf.· :..::~~ 
moved f'rom their positions, a PAGE 3i. '. :-J:~·.,.. 
Covenant House source said. " 
The source added that sever- fraud ·investigation lntO '.atJ• 
al of the officers may have gations that Ritter had beea 
been using aliases and false using Covenant House tunds 
Social Security numbers at to pay tor an affair with a 28-
their second jobs. . )'ear-old f'onner male prosU-

lt was unclear, be said, tute. · 
whether they had done so to In a statement yesterdS,., 
avoid departmental regula· District Attorney Robert Mo~ 
tions or evade taxes on their genthau said, "We have not 
moonlighting salaries, or reopened that (fraud) investi· 
whether the police officers gation, nor are any new in· 
had participated in the vestigations under way in 
thefts. this office concerning the op-

Former Police Commis· erations ot Covenant House 
sioner Robert McGuire - itself: . .. We will not com
named by Covenant House to ment on reports of' an lnvesti· 
conduct an internal probe gation by us into a series ol 
into allegations of sexual and past petty thefts that have OC· 
financial misconduct by its curred at Covenant House.." 
founder, the Rev. Bruce Rit· Chief Sullivan said It Is not 
ter - declined to elaborate against departmental guJde
on the new allegations. lines tor a police omcer to 

McGuire said, "Covenant moonlight, but department 
House received information officials must be notified of 
that pertained ·to certain al· · the place and schedule of' the 
leged improprieties in these- moonlighting positions. 

TA does shift . . 

on strollers: 
'Let 'em rnll' 
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Put Covenant Hous·e 
back ·in order .. ..... 

WHAT'S GOING TO HAPPEN to th~ street kids if Cove-
. naot H<>use doesn't get back.on track'? Covenant House 

h8$ become an indispensable-· provider of aocial &er· 
vices in New York City. If it disappears, there's no government 
agency, no private foundation , no religious group that can step 
in and _quic'kly replace il No one else bas the money or skilled 
personnel to get the job done. · ; 

It would be wrong to alloW 5candal to end the good works of 
Covenant House. Through even the darkest days, everyone as. 
sociated with Covenant House said Uie organiz.ation was more 
than Father Bruce Ritter; It's time to prove it Covenant Home 
. can ·be saved. Here are a few suggestions: · ' 

•The new board or director5 must restore confidence. Di rec· 
tors must get out and' tell the Covenant House story aggressive
ly. Covenant Hou5e bas saved countless young lives. The public 
must be reminded or that Directors shouldn't by tO cover up· 
allegations of past nnancial and legal improprieties. Better to 
face up to them and discuss steps to prevent future trouble. · -. 

·:. •Revive uie aggressive fund-raising~ampaign:Go on tel~ •. 
. sl_on, use di.feet mall -Top staff a~ directors ~ho~d consider 
IJ'.aveling the counb)r to make personal pleas. · - ; 

• Don't aJlow budget cuts, program eliminations and Jayoffs 
to be knockout blows. Instead, use this time to reassess how 
Covenant House delivers its services. It's an opportunity for 
change. Large fac.ilities ~at warebouse lots or teens for short 
i>erfods of time .ni'ilyDot be th~ Wfll to help troubled yO:lltJl. ~ 
Smaller faeitilies, where more kids could stay longer 4lDQ re
·ceive fnteoslve"tounseting, might work be~r and be cheaper. 
- ii Do~'t wait for a new director to get Covenarit ·House back 
on an even k~. The overhaul has to start now. A reco\'ering 
Covenant House would be a mere attractive p?ace for a st.-ong 
leader than an organization that seems to be on its last legs. 

Covenant Hoilse directors need to roll up their sleeves and 
get busy. Many )'9ung lives are depending on them. 

Tiie ppe1 truth· 
In an 8-to-1 ruling. the Supreme Court has upheld the 1984 

federal Equal Access Act, which says that a public school stu
dent group cannot be discriminated against on the basis or reli· 
gion, philosophy or political Ideology. It other extracurricuJar
activities ...: art clubs, drama clubs, etc. - are held on school 
property after hours, a school cannot ban a Bible club that also 
wants to meet there. Just as it could not permit the Young Dem
ocrats to meet but ban the Young Republicans or the Young 
Whigs. This is equal access. This Is common-sense logic. This 
does not imply the school's official endorsement of ideology or 
religiort And this does not violate the constitutional ban 
against establishment of religion by the govenµne.nt 

The crucial distinction: The Jaw simply permits act'ess. It 
does not and will not force any student to 'participate in reli· 
gious instruction or be politically indoctrinated. 

Granted, the door is now open to certain problems. What hap
pens if the Young Devil-Worshipers or the Young Ku Klux Klan 
wants to meet? Schools will have to draw up strict guidelines. 
In this Jitigious society, there's no doubt that eventually some 
club that fails to meet school rules will go running off to court. 
But such challenges can and 'should be dealt wi~ on a case-by-
case basis. . · . · , 

In the meantime, the opportunity again exists for scboofkids 
~ haye a.cc~ ~ m_oral guidance. Prayec. in classroon:is i~ ta~ 
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Cardinal's Choice to Fill In 
As Covenant House Leader 

By WOLFGANG SAXON 
The head of legal affairs for the "It's hardly a disadvantage for a 

· Ro~an catholic Archdiocese of New man to have a legal background to go 
York was named the acting president there," Cardinal O'Connor told repon
of Covenant House, and an Upper West ers later. Both Monsignor Toohy and 
Side pastor was made his deputy, John Monsignor McDonnell will be relieved 
cardinal O'Connor announced yester· of their CWTent duties in the Ardldio
day. cese while they administer Covenant 

On . Friday, the cardinal recom- House, the Archdiocese said. 
mended that Msgr. William J . Toohy, The cardinal said the two priests had 
the director of the Archdiocesan Office been assured of complete access to aH 
of Legal Affairs, be made acting presi· Covenant House records. · · 
dent and chief executive, and that 
Msgr. Timothy A. McDonnell, the pas- Ezperlenee ID Puerto Rico 
tor of Holy Trinity Church, be made Monsignor Tooby, a 59-year-old na
acting deputy presidenL The Covenant live of Newton, Mass., who is fluent in 
House board approved the appoint· Spanish and French, graduated cum 
meots Saturday. laude from Harvard in 1951 and from 

Both men will serve for nine months - Harvard Law School in 1954. His as
at most while a search committee signments have included Catholic Uni
looks for a permanent successor to the versity in Ponce, Puerto Rico, social 
Rev. Bruce Ritter. Father Ritter, the research director for Catholic Chari
organization's founder, resigned on ties and member of the Board o·t Arbi· 
Feb. 27 amid allegations of financial tration, Archdiocesan Conciliators. 
and sexual i_ndiscre~ions. He h~s ~enl~ He is a member of the City Bar As
t~e accusat~o~s. which are being 1.nyes soclation in New York and became di
ugated by c1vd and church authorities. rector of archdiocesan legal affairs in 

Monsignors Toohy and McDonnell 1988. 
will report directly to the board of . 
Convenant House the organization Monsignor McDonnell, 52, was born 
said ' in Manhattan. Ordained in 1963, he has 

· been pastor of Holy Trinity Church in 
Not Paid By Cevenant House Manhattan since 1984. He is Episcopal 

cardinal O'Connor, who announced Vicar of West Manhattan, a diocesan 
the choices at Sunday Mass, said that post. ·· 
each man will continue to draw his Ralph A. Pfeiffer Jr., the chairman of 
priestly stipend of $6,000 a year. Cove- the Covenant House board, called the 
nant House, be said, will pay them no two appointees "outstanding clergy
salary. men who will provide valuable leader: 

He said they will have the help of un- ship to Covenan~ House d~~g .. this 
paid diocesan consultants with experi· very dlff1cult ~ertod ~f trans.1uon. ~e 
ence in child welfare crisis lnterven· thanked cardmal 0 Connor for his 
tion, drug and alcohol problems and "gracious assis~~e and prompt re-
other fields. sponse to our need. 



Ernst & Young 

May6, 1990 

Robert Cardany 
Chief Financial Officer 
Covenant House 
346West17th Street 
New York, New York 10011-5002 

Dear Mr. Cardany: 

Metropolitan Ottice 
787 Seventh Avenue 
New York. New York 10019 

Telephone: (212) 773-3000 

In response to your request for a status report on our study of the internal 
accounting control systems of Covenant House, please note the following: 

CHANGE IN SCOPE 

011r engagement letter, dated March 29, 1990, indicated that we would 
report, in accordance with the provisions of Statement of Auditing 
Standards No. 30, on the internal accounting control system, taken as a 
whole, of Covenant House Corporate, Under 21, 268 West 44th, 
Testamentum and Rights of Passage as of April 30, 1990. However, due to 
what we have learned about the ·individual corporate structures and 
accounting systems of ·the entities, we will study and report on the 
individual systems of internal accounting control for: 

° Covenant House Corporate, 
0 Testamentum and subsidiaries, and 
• Under 21. 

Our study of Under 21 will include Rights of Passage as we understand that 
through March 31, 1990 - Rights of Passage was accounted for as a program 
of Under 21 within its accounting system. However, neither Under 21's for
profit subsidiary nor Covenant House, New Jersey will be included in our 
study. 

As a result of our work to date, we .have found it necessary to expand the 
scope of our procedures to include trans.actions processed through the petty 
cash system (Under 21) and review the system of initiating and monitoring 
investments (Covenant House Corporate). 

/ 
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We will test compliance with the control procedures during the period 
March 1, 1990 through March 30, 1990 instead of the April 2, 1990 through 
April 30, 1990. This change enables us to expedite the study, as the 
accounting period of March 1990 has been closed recently for all entities. 

PROGRESS TO DATE 

Our reviews of Covenant House Corporate and Under 21 commenced on 
April 23, 1990 and April 30, 1990, respectiveiy. 'l'o d.ate we have interviewed 
members of the finance, personnel, payroll and donation mail departments 
and have begun documenting the system design and flow of transactions 
and identifying the relevant controls in the significant accounting 
applications. Our review of Testamentum and subsidiaries will commence 
on May 7, 1990. 

Our progress on the study has been hampered by two factors: 

1) the limited internal control workpapers provided by your auditors 
did not provide the level and extent of documentation of the internal 
control systems (i.e. narratives and/or flow charts of the systems 
transaction flow and relevant controls) necessary for us to perform 
this engagement. Accordingly, we have had to prepare such 
documentation; 

2) the absence of several key members of the finance department of 
Covenant House Corporate, due to illness and other personal 
factors, has made our interviewing process less efficient than 
planned. 

NEXT STEPS 

At Covenant House Corporate and Under 21, we expect to complete our 
interviews with your management and staff members and systems 
documentation within several days. We will then prepare a preliminary 
evaluation of the effectiveness of the internal control procedures and 
environment and proceed with tests of compliance with control procedures. 
We expect to commence the tests of compliance at all three entities within 
the next week to ten days and to draft our pre}jajnacy findings on Covenant 
House Corporate and ITnd_er 21 by May 25. 1990 and!>y May 31, 1990 f'Or 
Testamentum and subsidiaries. Should significant findings come to otir 
attention, we will communicate them to you immediately. 
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Should you have any question or comments concerrung our study, please do 
not hesitate to call me (212-773-5010) or Janet Daly at (212-773-5006). 

Very truly yours, 

Elaine Allen 
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March 29, 1990 

L. Edward Shaw, Jr., E&q. 
Board or Directors 
Covenant House 
846West17th Street 
New York, New York 10011·5002 

Dear Mr. Shaw: 

Metropo1°:11n Ollrce 
2'/ I l'11rk Avenue 
New York. New York toi 7~ 

TeleP.hOne: (21 2) 407-1500 
'Telex: TAT· 17787A 

We appreciated the opportunity to meet with you to discuss the nature of our 
services to be provided to Covenant House. We understand the importance 
of this engagement to Covenant House and are prepared to provide services 
responsive U> your needs. 

Elaine Allen and Myron Strober will be responsible for coordinating and 
planning this special engagement for Covenant House. It will be the 
responsibility of Elaine Allen to ensure that you receive good service and 
abs will be assisted by appropriate staff. 

Our assignment will be to report, in accordance with the provisions of 
Statement of Auditing Standards No. 30, on the internal accounting control 
system, taken as a whole, of Covenant House Corporate, Under 21. 268 West 
44th. Testamentum and Rights of Passage as of a specified date. The 
objective of our engagement will be to determine if material weaknesses in 
the internal accounting control system exist. If no material weaknesses 
are identified, our report will be unqualified. If material weaknesses are 
identified, our report will be qualified and will describe each material 
weakness, whether it results from the absence of control procedures or the 
degree of compliance with them, and the general nature of the potential 
errors and irregularities that may occur as a result of the weakness. See 
Exhibit I for illustrative reports we would contemplate issuing depending 
on whether material weaknesses al"e prese11t or not. Because of the 
heightened sensitivity to Covenant House of their system of internal 
accounting control, our report would include, as an appendix, all 
weaknesses, coming to our attention, resulting from the absence of controls 
or the lack of compliance with those controls, whether or not we deem them 
to be material. 
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In order for us to •ncprees an opinion on Covenant House's system of 
inte~al accounting control, taken as a whole, we must perform the 
followmg: (a) plan the scope of the engagement (including consideration of 
the c~ntrol ei;ivironment), (b) review the qesign of the system, (c) test 
compliance with prescribed procedures, and (d) evaluate the results of the · 
review and tests. In planning the scope ot this engagement, it will be 
neceesary for you to authorize Deloitte & Touche; y:our auditors, to respond 
to our inquiries. In addition, wewourQe'ipect asse·sr£0"'t>eio1tie'"& Touche's 
workpapers covering their understanding of the system of internal 
accounting control (narratives, . flowcharts and. microcomputer. 
spreadsheets of the control objectives and procedures of Covenant House) 
prepared during the course of their 1989 audit. The significant internal 
accounting control systems we will review include: 

• cash receipts 
• cash disb\iraement.s 
• payroll 

Once having planned the scope of our procedures, including our evaluation 
of the overall control enviromnent, we will then proceed to the next phase of 
our procedures. During this phase, we will review the design of the system 
by considering the following: 

• ~e flow or transactions through the significant applications of the 
accoWlting system; 

• identifying and understan<Ung the relevant control procedures used 
by Covenant House to prevent and detect errors i.n each sighificant 
application of the accowiting system. 

After having identified the significant control procedures a.pd con~idered 
the effects of the control environment on those control procedures, a 
preliminary evaluation will be made .by us of the effectiveness of those 
procedures. 

During the last phase of our work, we test compliance with the control 
objectives and procedures designed by management. The nature and extent 
of our tests of compliance will vary with the nature of the control being 
tested. We will test compliance with control procedures during the period 
April 2, 1990 through approximat.ely April 30, 1990 (the expected date of our 
report). 
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During the course of our engagement, items outside the scope of this 
engagement may come to our attention that may be of interest to you. We 
will discuss those items with you and determine, at that time, the scope of 
any additional work. 

Our fees will be based on hours worked by the various levels of personnel, at 
rates applicable tQ each, billed monthly on this basis plus out-of-pocket 
expenses. In consideration of your not-for-profit status, we will discount 
our standard rates by 20%. 

Should you requeat Emst & Young to provide information to third parties or 
should Ernst & Young be required by subpoena or other legal process to 
provide information, you agree to reimburse us for our actual costs and 
time incurred, at our standard rates discounted by 20%. 

If these arrangements are acceptable, please sign one copy of this letter and 
return it to us. 

Very truly yours • 

.. 
Covenant Houee 

By:-=------------------------
Ti U e: --------------------------

Date·------------------------------
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Exhibit I 

We havP. inade a study and ovaluation of the system of internal accounting 
control of Covenant ·House and its subsidiaries (Under 21, Rights of 
Passage, 268 West 44th Corp. and Testamentum) in effect at April 30, 1990. 

The manngement of Covenant House is responsible for establishing and 
maintaining a system of internal accounting control. In fulfilling this 
responsibility, estimates and judgments by management are required to 
assess the expected benefits and related costs of control procedures. The 
objectives of a system are to provide management with reasonable,· but not 
absolute, assurance that assets are safeguarded against loss from 
unauthorized use or disposition, and that transactions are executed in 
accordance with management's authorization and recorded properly to 
permit the preparation of financial statements in accordance with 
generally accepted accounting principles. 

In our opinion, the system of internal accou~ting control of Covenant 
House and subsidiaries in effect at April 30, 1990, taken as a whole, was 
.suffic~.~!lt.,.tg_m~!,~~-j~,~.3 .. ?b.~:.,:~i!.~~~~!~~S~:~.P.ove in~ofar as ~~os~ objectives 
pertain to the preventioif'·or <letect1on of errors or irregulanties in amowits 
that woulg be material in relation to the financial statements. 

(!£ we become a.ware of material weaknesses in the internal accounting 
control system, the preceding paragraph would be modified as follows; 

Our study nad evalu~Liun disclosed the following conditions in the system 
of internal accounting control of Covenant House in effect at April 30, 
1990, which, in our .opinion, result in more than a relatively low risk that 
errors or irregularities in amounts that would be material in relation to 
the financial st~tements may occur and not be detected within a timely 
period. 

In this section, we would describe the material weaknesses and state 
whether they result from the absence of control procedures or the degree 
of compliance with them. We would also describe the general nature of 
the potential error& or irregularities that may occur as a result of the 
weaknesses.) · 
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Because l'>f inherent limitatluni:i in a11y system of internal accounting 
control, errors or irregularities may occur and not be detected. Also, 
projection of any evaluation of the system to future periods is subject to the 
risk that procedures may become inadequate because of changes in 
conditions, or that the degree of compliance with the procedures may 
deteriorate. 

We would be pleased to discuss the above matters or to respond to any 
questions, at your convenience. 

Ernst & Young 



COMPEHSATXON REVIEW 
PROCESS 

In March, 1990 the covenant House Board of Directors asked 
Mr. Richard Shinn, Executive Vice Chairman, New York stock 

. .. ·.·-. ..;. .. ,. 

~~~~~~~~ ~~u~:~ie~:~fu~~ife~f;~~rc!~~~{i~i~w;~~~,~t 
Employee Benefit ~!~A.~L,,<;:ur.~ently available to staff • 
. .;.z.t',,<~~~~7~(1!..~~~·1Y".;;.·~:-;;·.;~.,,...:~5~J·""" ~""""",;,;.,.~l(.,.\\"r..2!:Y" ... t .. ~ 

The following information was sent to Mr. Shinn on March 7, 
1990. 

I. Organization charts for covenant House Corporate, 
Rights of Passage and Under 21. 

2. A list of the employees earning $30,000 or more as 
reported on Form 990 for Fiscal Year ending June 
JO, 1989. 

3. A list of employees and their respective salaries 
for those earning $30,000 or more as of March 5, 
1990. 

In addition, Mr. Shinn was sent the following compensation 
survey information used by Covenant House to determine 
salary guidelines: 

1. Hay Management Consultants Table II : salary 
recommendations imp.lemented by Covenant House 
on January 1, 1989. 

2. Top Nonprofit Executives Salaries Published in 
NonProfit Times October, 1989 

3. Child Welfare League of America Salary Study 
for 1989 

4. Compensation in Nonprofit Organizations, 
1988 Study 

5. Management Compensation and ·senefits Practices 
in Not-For-Profit Orgnizations in· New York 
City, 1989 

6 . Local Child Care Agencies Salary Comparison for 
Top Program Positions, 1990 

7. Phoenix House and New York state Salaries ,, 1989 



on March 14, 1990 a meeting was held with Mr. Richard Shinn, 
Ralph Pfeiffer, Jim Harnett and. Diana Silcox. The purpose 
of this meeting was to review the material sent Mr. Shinn 
and ask for his review and guidance on appropriate severance 
for. John Kells, Greg Loken and Fr. Ritter. 

on April 11, 1990 a meeting was held with Mr. Shinn and 
Ralph Pfeiffer, Msgr. Toohey, Msgr. McDonnell, Paul 
Saunders, Jim Harnett and Diana Silcox. 

Mr. Shinn presented his letter dated April 10, 1990 to the 
group and discussed his review of Covenant House's 

( ~~~};~~:~~;'!~~·€~~n~:~ts, s~~~;~~~!,?!~ce pol icy and 

Paul Saunders presented his letter dated April 11, 1990. 
Mr . Saunders had been asked to provide legal advice 
regarding whether covenant House could provide severance pay 
and/or a pension to Fr. Ritter. 

The following are enclosed for your review: 

Appendix A -

Appendix B -

Appendix c -

Appendix o -

April 10, 1990 letter to Ralph Pfeiffer 
from Richard Shinn 

April 11, 1990 letter to Ralph Pfeiffer 
from Paul. Saunders, cravath, Swaine & .. ·.:. :..~ · 
Moore 

March 12, 1990 letter to Mr. Shinn 
requesting his review of severance 

March 26, 1990 letter to Mr. Shinn 
providing him with pension benefit 
estimate from Mutual of America and 
survey on severance policy within 
non-prof it agencies 



April 10. 1990 

Mr . Ralph A. Pfeiffer. Jr. 
Chairman 
Covenant House 
346 West 17th Street 
New York . New York 10011-5002 

Dear Ralph: 

11 WaU Strut. 

New Yori. NY 1~ 

212 656 5190 

Richard R. Sh.inn 

£%ecutive Vice Chairman 

=gc.=§== 
f~'t - ~ 

NewYorit 

Stock Exchai:ige, Inc. 

Following up on our .recent discussion I have undertaken. with the 
assistance of my Hu~an Resources associates. to review 

a. the salary compensation arrangements and their implementation for 
Covenant House; 

b. . Severance Allowance Policy; and 
c. Employee Benefit Plan's currently available. 

Management Compensat1.on 

In deve.loping a salary structure. the management of Covenant House has 
been very thorough and detailed in its analysis. They have followed 
closely th.e position evaluations and salary structure proposed by a well 
known compensation consultant. who is highly regarded by many major 
corporations. Purther. they have reviewed salaries paid by a number of 
comparable non-profit organizations with the salary scales at Covenant 
House. and they are consistent. 

The actual salaries paid fall at or below the mid-p9int of the individual 
b'.oiiii> position evaluations. with the exception of Mr. Kells, whose salary is 

very close to the maximum established for the position. I understand 
this salary determination reflects the exceptional persona.l performance 
and contributions he has made to Covenant House as an itldi vi dua 1 .. 

Stated simply, the approach and implementation of management has been 
- .. ~JU:..<:!~ s JJhQ.1.1~.l,,and.,,.r:af.le.cts,.,;,f.aj,.r,,,., comp.e.r.ls atton.,,.,,,..J~h en v i ew ed both extern a 11 y 

and i ~ternally. it is consistent among various job positions . This 
conclusion is based on the salary data and accompanying material that you 
sent me . 
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Severance Allowance Policy 

As requested, I have researched a number of Severance Allowance Plans 
adopted by both business and non-profit organizations. Most companies, 
as you know, have formal guidelines for severance pay, which typically 
come into play when there is a reorganization , layoff or a requested 
termination . Most often, t he conditions of severance pay provide that no 
such payments are made if the individual is terminated for 11 cause11 as may 
be defined. 

The typi ca 1 p 1 an provides ..QDe ~e.ek' s se~J._~PAY,. .. !g,r....,.,~.~~.h~,7.Y,!!f.-,.,~9L, 
~J~,r..¥j£,~,,~~.Quv.a.,ma.xi mum of either r:r0r"'t6-weeks. However, where there are 
major lay-offs or reduction i rfstaff';'"'"'ma-ny..,....compani es provide .. ~ .. ~"Y.~.f.-~ .. n:£!'"'r.'~ 

__e!Y_..,.tB.t' ... ,~~~.J.qlJ.9 • .,,,~~-,,·~.~~X~A~.~-" .. , It is common practice to provi dEf ·payme'f1t be 
maae ei.ther on a lump~~um basis or spread out over a period of t ime. If 
the latter is elected, benefits wou 1 d continue during that period . ..,,.,.. 

Employee Insur~nc~ Benefits 

1 have also reviewed the booklets outlining the Employee Benefit Plans 
made available by Covenant House. The individual benefits provided, and 
the .1eve1 of benefits, are gene.ta 1 ly 1'n 11 ne with benefit p 1 ans offered 
by organizations having approximatelyThe""~same'1~1fumoef'"of'~·'emji'l'Oyees~· as 
Covenant House. 

) 
i 

I understand that Covenant House assumes the ent1.r:e cost of the Denta 1 
Plan , L1fe. Insurance, Accidental Death and DfSmeiiiWetmetlt~""'Eon'~firm~"' 
Dhabi 11 tyan(f"fneR'etfrement Pl an. I also understand that for the 
Hospital Plan, Surgical Procedures and Major Medical Benefits, .Covenant 
House pays tQt._g_,ri.ttr:e ..... c.os,t .. ofr;>.t.he~•employee'·",cover;,age, but emp 1 oyees pay 
40"l. of the cost for dependent coverage . Th1s amount will increase 101 a 
year until the employee pays the full cost for dependents. I am informed 
that the Supplemental Life Insurance Plan is an employee pay-all basis, 
with the employee contributing $0.19 per month per $1,000 of Life 
Insurance. The typical Supplemental Life Insurance Plan, however, varies 
with employee contributions by age so as to more fairly reflect mortality 
expectations. 

I further understand that, with respect to New York Hospital Surgical, 
Major Medical Benefits are also available through either designated HMOs 
or HIP. 

Covenant House has wisely adopted a :,p.t.e:;_~~l!li~$.j..Qfl_,~n9~-~.!tQf~tr..~nt review 
P\£9.Lam. This is most important in light of continuing, su'ostanfi"'a ... l ""u-~
increases in cost of medical care experienced over the last several years .-



Mr. Ralph A. Pfeiffer, Jr . 
Covenant House 
April 10, 1990 
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I was pleased to hear that the Employee !enefit Plan structure and 
distribution of cost, by the employee and dependent, are under continuous 
review. In light of the increasing costs of such benefits (which are 
l argely uncontrollable) organizations, with which I am acquainted, have 
not only underta~en cost containment programs, such as you have adopted, 
but are also educating their employees as to the serious implications of 
rising benefit costs. 

I look forward to visiting with you tomorrow afternoon when we can 
discuss these matters in more detail. 

Harmest personal regards. 

Sincerely , 

q~ 
Richard R. Shinn 
Executive Vice Chairman 
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Dear Ralph: 

April 11, 1990 

Covenant House 

You have asked for our advice regarding whether 
Covenant House can prov~de ~@XgrJUlce.P~Y. and a pension to 
Father Bruce Ritter in respect of'"'"h!S·-"Servi"'C'es~'f'O'~covi'nant 
House. 

Father Ritter was the President and Chief Execu
tive Officer of Covenant House until he resigned on Febru
ary 27, 1990 . At that time, he also resigned as President 
and Chief Executive Officer of all subsidiaries and related 
corporations of covenant House. Father Ritter was the sole 
member of Covenant House until be resigned as a member as of 

· March 19, 1990. we understand that Father Ritter wa~q_t 
covered by_any pension plan of Covenant House nor did 
covenant House"""pay....:o?"aqree'':.,;'to pay any amounts constituting 
a pension at any time during his tenure. We also understand 
that Covenant House frequently provides modest severance pay 
to employees upon termination of employment-:-=--..,_,....,_,....,,.,,,,,.,.,.,.,,"'"" .. ~·""""""'·· 

~o~~.t.~2~~~:~~:~~~;~~~~1tiJr~oiili~~f~~~~~5f~f~~~~~~~{~~!!~~~m 
paying dividends or distributing any part of its income or 
profit to its members, directors or officers. In addition, 
under Section 516- of the NPCL, covenant House is prohibited 
from distributing cash or property to a former member. 
Notwithstanding t}\~ foregoing·, covenant aouse is permitted 
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under the NPCL to pay compensation in a reasonable amount to 
members, directors or officers for services rendered . 

We believe that severance pay which is reasonable 
in relation to both the years of service provided and the 
level of compensation paid in respect of such services would 
constitute compensation which a corporation may pay under 

--the NPCL. In view of the foregoing, we believe that Covenant 
House may provide a severance .a~YJllent ;,czJll~~B.~~ ..... J~J..,~ter as 

( 

}.~~~~~~~~~~~e~~!~d:!f;!~~~~!fe,~~M~a~ai?~h,~~es 
:~!~:~e:~=~~~;~!~:~~~:t~~~:;e~:~£~!~{~~~;~~~!1f~"" ·- -· 

Unlike severance pay which is generally paid 
pursuant to an informal policy of the employer, a pension is 
typically arranged during the term of employment, either 
pursuant to an adopted plan for categories of employees or 

__ pursuant to an indivi~ually negotiated agreement. Because 
Father Ritter was not covered by any Covenant House pension 
plan nor was any separate agreement made during his tenure 
to p7ovide him a pension, .Ji~beil.::~~X~.$,1~,n;v..'l'"a~Y.S-'!l~.P..!~~ 

~P.~Jl~~Q~PP.Y!~P.,~,.a,~~~q;,9.;r;.!.~,@~.!f;.A!~~n~J.,!!!~I~R!.:=~~~17:;:~~~j:~i.o~.?f 
~~!,-~~~ .... !~~~'i'~~~~~f:R;t:~ .... P~-. .J?-rO_Q!QJ,t.~c;tJµig~~;,.~'t:n~ .. d~?,£~- ."''-": 

We note that some organizations enter into con
sul ting agreements with former officers pursuant to which 
pension and other benefits are provided. Although covenant 
House has the corporate power to do so, entering into such 
an agreement with Father Ritter would contradict representa
tions that have been made to the New York Attorney General 
and to others to the effect that Father Ritter currently 

..--holds no position and has no affiliation .with Covenant 
House. such an arrangement would also conflict with the 
understanding between Covenant House and John cardinal 
O'Connor pursuant to which Covenant House retained Monsignors 
i-ll~~A'G:~~ .. ~.,,C{JJiyd~,!l.,d,,;;;!!.~.9,tjlY~;l!~;·~r.'l~s£-~JID§J.!<!S~.~,, Actin'! President 
and Cnief Executive Officer and Deputy Acting President and 
Deputy Chief Executive Officer, respectively. 



Please contact us if you have any questions 
concerning the foregoing. 

Mr. Ralph A. Pfeiffer, Jr., 
Chairman, · 

Covenant House, 

s7l;· 
Paul c. Saunders 

346 West 17th Street, 
New York, N.Y. 10011 

159A 
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Mr. Richard. Shinn 
Executive Vice Chairman 
New York Stock Exchange 
121 Wall Street, Room 604 
New York, New York 10005 

Dear Mr. Shinn: 

March 12, 1990 

At its meeting on March 7, 1990, the Board of Directors asked::'~:·. · 
to seek your guidance concerning the resignations and severance · 
for Mr. John F. Kells (Senior Vice President for ColDl!lunications) 
and Gregory A. Loken, Esq. (Executive Director/Institute for 
Youth Advocacy). 

The proposed severance is enclosed. Mr. Kells was employed from 
September, 1984 to March, 1990, a total of five (5) years. Mr. 
Loken worked for Covenant House from March, 1980 to March, 1990, 
a total of ten (10) years. 

The Board. also seeks your guida.nce regarding an appropriate: 
severance for Father Ritter. 

Thank you for your assistance with this matter. 

JJH/pgw 

cc: Ralph A. Pfeiffer, Jr. 
Denis P . Coleman, Jr. 

s 

J. Harnett 
Exe tive Vice President/ 
Chief Executive Officer 
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MEMORANDUM 

DATE: March 7, 1990 

TO: COVENANT HOUSE BOARD OF DIRECTORS 

FROM: James J. Harnett 

RE: severance for Loken and Kells 

The Board of Directors agreed upon the following severance 
packages for Gregory Loken and John Kells in its meeting of 
March 3, 1990: 

Gregory Loken: 

John Kells: 

> Three (3) months' severance pay while 
looking for other employment. 

> One (1) month's vacation pay. 

> Legal fees for Covenant House related 
activities. 

> Two (2) months' extension of severance 
pay if otner employment is not found. 

> Consideration concerning materials 
collected by the Institute for Youth 
Advocacy. 

> Statement from Board of Directors that 
action was not a result of his care for 
Adam. 

> Payment of medical bills. 

> Two (2) months' severance pay while 
looking for other employment. 

> One (1) month's vacation pay. 

> Legal fees for Covenant House related 
activities. 

> Two (2) months' extension of severance 
pay if other employment is not found. · 

> Past due retroactive increase. 



Mr. Richard Shinn 
E.xecutive Vice Pres,ident 
New York Stock Exchange 
11 Wall Street, Room 604 
New York, NY 10005 

Dear Mr. Shinn: 

~COVENANT HOUSE 
· 348 WEST 17 STREET· NEW YORK. NY 100.11·5002 

(212) 727-417314172 

HUtAAN RESOURCES 
DEPARTMENT 

March 26, 1990 

Enclosed please find a copy of the hypothetical pension 
estimate for Fr. Ritter from Mutual of America and a copy of 
the survey we just did on the severance Policy within Non
Profit agencies. 

If there's any questions on this, please let me know. 

DS/je 

cc: Jim Harnett 
Ralph Pfeiffer 

Sincerely, 

~~_/c!J,e,,y 
Diana Silcox 
Vice President 
Human Resources 



NON-PROFIT AGENCIES SEVERANCE POLICY 

American Cancer NY Foundling Hospital Catholic Relief Save The Children Boys Town 
Do You provider-------------------------r----------------------------r---------.,-------------------------------------~--------------------------~ 
severance ? 

Do you have a 
policy ? 

Is package 
different for 
Hgt. vs. Line 
Staff ? 

What does your 
severance pack 
age provide ? 

Are benefits 
continued ? 

Do you provide 
outplacement 
services ? 

For the most part, 
when needed sever
ance packages are 
developed as situ
ation warrants. 
No policy exists 
for providing 
severance. 
The following was 
used when they 
moved from NY to 
Georgia . 

nly w/ respect to 
utplacement services 

Maximum of 26 wks. 
Payment can be 
either lump sum or 
spread out. 

If severance pay is 
spread out, benefits 
continue during that 
time. If not, bene
fits cease. 

Yes. Sr. - Mid Hgt . 
are provided pro
fessional outplace
ment services. Lower 
levels attended 
seminars on prepar
ing resumes, inter
viewing· fr other 
related topics 

Only had need to do it 
once when closing down 
agency owned boarding 
homes. Handled it as 
follows: 

o. Certain that Mgt. 
ould not be dealt w/ 
ifferently 

wk. severance pay 
or each year of serv
ce. To a maximum of 
hree weeks. 

enefits were con
inued during the 
hree week period. 

es. Coordinated by 
the Foundling Per
sonnel Dept. Assist
ed staff w/ getting 
jobs in other 
agencies. Some staff 
got positions in 
other Poundling 
Programs. 

Only provided it 
once wh2n head

·quarters moved 
from New Y'ork to 
Baltimore 

No. Since he has 
been w/ Catholic 
Relief only one 
Sr. Hgt has left. 
There was no sev
erance offered to 
them 

l wk.severance for 
each year of serv
ice to a max. of 
26 wks. 

No. Staff ·had to 
pay for their own 
benefits. Max 6 
mo'1ths. 

Professional out
placement services 
were provided to 
all staff who did 
not relocate. 

Yes. 

No. 

1 wk. severance for 
each year of service 
No maximum. 
*Minimum 2 wks. 

Benefits were con
tinued for two 
months. 

Yes - Only had to 
provide it several 
years ago when they 
had a mass lay off . 
Staff are given a 30 
day notice of lay off. 

No. 

l wks. pay for each 
year of service up to 
a max. of 13 wks. 
(Min. of 2 wks. of 
severance) 

All benefits are cont
inued during the seve
rance period & time is 
counted towards 
pension vesting. 

*Some staff were off-~utplacement done on 
erred early retire- informal basis. eov
ment. They used ex- ver for Senior M9t. 
cessive funds in the hey would arrange for 
pension acct. to do rofessional services. 
this. Of 35 staff 
offered, 23 accepted. 

·. 

. : 



Mr. Ellinghaus: 
Fr. Hesburgh:. 
Rabbi Tannenbaum: 
Mr. Vance: 
Mr. Vo lcker: 

Oversight Committee 
Covenant House 

Pr-ivate 

May 30, 1990 

Attached is a pre-meeting Briefing Binder which includes , as appropriate, 
material relevant to the Committee's June 8th meeting. The meeting ag~nda 
is also included. 

Additionally, Ralph Pfeiffer will update the Committee on the search for 
a permanegt CEO as well as several new additions to the Board of Directors. 

_.,,,,..,._,,~ .• , ... , ... "f>l~-r.::~·11 

The meeting will convene at 8:00 A.M. and conclude by 10:00 A.M. If 
I can be of any additional assistance, please do not hesitate to call me. 

~ 
Thomas J. Edwards 
Staff to the Committee 
(718) 330-9.800 



CHILD WELFARE LEAGUE OF AMERICA, INC. 

DESCRIPTION OF A PROGRAM MANAGEMENT REVIEW OF 

CERTAIN COVENANT HOUSE SERVICES BY THE CHILD WELFARE LEAGUE 

MARCH 26, 1990 

GUARDING CHILDREN'S RIGHTS• SERVING CHILDREN'S NEEDS 



COVENANT HOUSE 

PROGRAM MANAGEMENT REVIEW 

1. INTRODUCTION 

Covenant House has requested the Child Welfare League of 

American to conduct an independent review of certain of its 

programs in New York City serving adolescents and young adults. 

It wishes to have these programs examined both in terms of its 

original mission statement and against recognized and appropriate 

standards of care. In addition to this analysis Covenant House 

also wishes recommendations on how to further strengthen the 

programs it has created to serve the needs of young people. 

Established in 1920 on recommendations of the first White House 

Conference on Children, the Child Welfare League of America, with 

offices in Washington, D.C., is a federation of nearly 600 public 

and voluntary child welfare agencies. CWLA is internationally 

recognized for establishing standards that guide child welfare 

practice. These standards represent goals for program management 

and practice and are used by agencies to evaluate and revise 

their operations, policies, and procedures as necessary. 

More than 125,000 professionals work at CWLA member agencies 

throughout North America. They serve two million children and 

youths, and their families, each year. Many of these member 

agencies, of which Covenant House is one, request assistance and 

consultation from policy and practice issues to assure the 



highest quality services possible. It is in this spirit which 

Covenant House has requested assistance from the Child Welfare 

League .. 

The Child Welfare League has agreed to conduct this review and to 

prepare a written report, with recommendations, which will 

address those current and future program management and service 

issues which directly af.fect children. The evaluation will be 

limited to those programs and immediate issues surrounding the 

provision of direct care to children. More specifically, the 

review will examine Crisis Shelter Programs, the heart of 
~~~~=~=~~~'."!'-":V.. 

Covenant House services, and the relationship of the Crisis 

Shelter to such Covenant House programs as its Rites of Passage 
~~~11Ml~~~, ........ Pf!IF.".:-· 

TransitionaJ,-.. L_t~~,.qg . and its after care and "9-Line" twenty..;.f(fur· 
--· --.. ~~~,,=="~·-''· J~·1f!!~'\· ..... :'!.. ~k. ... .:..=.!J:.-: 

-J'tlao"'..n..,..,..~4..;~;_,,.·>- . ._"l!IW.,~~."6::~;.~,.!~.W .. ~1h".=~~~-4 .. 

hour telephone counselling programs. The review is not intended 

and will not address in any way certain well-publicized 

allegations of impropriety which are being addressed through 

other means initiated by the Board of Directors and others. 

2. THE PRQGRAM REVIEW PRQCESS AND METHOD 

The Child Welfare League of America recognizes that Covenant 

House has evolved in a unique manner and that it does not easily 

fit within most conventional categories of group residential 

programs for either adults or children . Although not alone in 

its focus on troubled and displaced adolescents and young adults 

the extent to which it has emphasized its "open door" policy, 

2 



within the context of an extraordinarily ~igh volume of client 

services, has created very special circumstances and challenges 

which will .be taken into consideration. Unfortunately, there is 
~qi::_f""""'G-

several areas: 

1. The existing policies of Covenant House. 

2. 

3 . seiecced federal, state, and city regulations. 

The study team assigned by the League to this pro ject will 

conduct the review in a manner ~esigned to gather many 

viewpoints. The review process will be structured to assure a 

high level of interaction with both Board and staff· 

representatives of Covenant House, It will p~ovide ample 

opportunit¥ for discussion, clarification, and interpretation of 

the observations of the team as the review proceeds. It will 

also involve others with an immediate interest in the work of 

Covenant House. The principle methods employed by the team to 

g~ther this i nformation will include: 

1 . Interviews with Covenant House Board members 

2 . Interviews with Covenant House agency administrators 
both in New Yo~k City and the executive directors of 
its six other shel~ers programs in the United States 
and Canada. 

3. Interviews with Covenant House program staff including 
supervisors and direct care workers. 

3 



4. Interviews with adolescent children and young adults 
served by Covenant House. 

5. Interviews with communtty agencies that work with 
tovenant House including la~ enforcement, substance 
abuse, mental health, ·child welfare, probation, 
edu.cation, and others . 

6. Re~iew of Covenant House policies, reports, 
evaluations, budgets, and program data relating to 
direct services. 

7. Review of case records of individuals served by 
Covenant House. 

8. Comparison of Covenan~ Hou~e program practices and 
policies. with appropriate recognized standards for 
providing services to adolescents and young adults. 

3. MANAGEMENT AND PROGRAM ISSUES TO BE REVIEWED 

A. Management Issues 

1. Internal clarity of mission, goals, and objectives 

2. Relationship of national, local, and international 
management structures 

3. Policy for~~lation and manag~ment 

4. Personnel management including staff 
qualifications and hiring and evaluation practices 

5. Staff training 

6. Supervision capacity and practices 

7. Internal coordinat~on between the Crisis Shelte~ 
and two other Covenant House programs in New York 
City--the "9-Line" Rites of Passage programs. 

8. Internal accountability mechanisms and practices 

9. Evaiuation and planning capacity 

10. Program development 

11. Community relations and network 

12. Case documentation practices 

4 



13. Program budgeting and allocation_ of resources 

14. Unit costs 

B. Program Issues 

1. Definition of the Covenant House client target 
group 

2. Definition of client-oriented program goals 

3. Outreach practices 

4. Intake procedures including the relationship to 
Covenant House's "9-Line" telephone counselling 
and information program 

5. Family interaction 

6. Case planning 

7. Coordination of services with other agencies 

8. Residential program management 

9. Referral practices 

10. Discharge planning and aftercare including 
Covenant House's Rates of Passage program 

11. Management of special client populations including 
substance abusers, mentally ill and those with 
special health needs 

12. Impact of the "open dooru policy on program 
operations and alternatives f ·or meeting pr.iority 
program goals 

13. Outcome status for clients 

4 . TIME FRAME FOR THE REVIEW 

The outline below contain the main elements of the review . It 

will be completed i n detail upon further discussion with 

Covenant House administrators, although the overall review will 

take place between April and July . 

5 



ORGANIZATION ISSUES 

OPERATIONAL 

* SELECTION OF SITE EXECUTIVE DIRECTORS 

COvENANT HOUSE 
Paqe 1 

* APPRAISAL, SALARY ADMINISTRATION, ETC. OF 
SITE EXECUTIVE DIRECTORS 

* DEFINITION OF, AND RESPONSIBILITY FOR, PROGRAM 
QUALITY CONTROL, RESEARCH PAPERS, PROGRAM 
CONTENT . 

* DEFINITION OF, AND RESPONSIBILITY FOR, 
CONSISTENT PERSONNEL PRACTICES ; I.E. APPRAISAL, 
MOVING/RELOCATION, ETC. 

* EXECUTIVE/PROFESSIONAL DEVELOPMENT AND TRAINING 
.PROGRAMS CONTENT 

* PLANNING SYSTEMS AND BUDGETING SYSTEMS AND 
STANDARDS 

* FUND RAISING PROGRAMS, DISTRIBUTION AND CONTROL 
OF LOCAL REQUIREMENTS 

GOVERNANCE 

* OWNERSHIP/CONTROL OF GEOGRAPHIC EXPANSION 

SATELLITE EXPANSION VS . NEW BOARD & 
FRANCHISE 

FUND-RAISING JURISDICTION 

* CONTROL OF LOGO, NOMENCLATURE, MISSION 
STATEMENT 

* APPOINTMENT OF UNIT BOARDS 

* REAL ESTATE COMMITMENTS; PURCHASE, SALE AND 
~SE 



TO: Jim J. Harnett 

FROM: Bruce J. Henry 

DATE: March 27, 1990 

~ RIGHlS OF PASSAGE 
COVENANT HOUSE I NEW YORK 

346 \\£s't' l mi STRE;ET • r£W 'tORK. NY 10011 

MEMORANDUM 

RE: Board to Board Relations 

Following the review of reports submitted by seven 
Covenant House subsidiaries, these issues have emerged 
around the relationship of Site .boards to the International 
Board of Directors. 

Board _Representation 

- All of the subsidiaries with the exception of 
Covenant House-New Jersey request .site representation on the 
International Board of Directors. Specific mention has been 
made to include sites on the various sub-committees. In 
general, s ubsidiaries have requested increased national 
representation on the International Board. 

- Subsidiaries have suggested that the International 
Board of Directors appoint. members and officers of the 
Subsidiary Boards on an annual basis. 

Along these Iines also comes the question of J:lhO has 
the authority to remove site members.as well as defining' 
their terms of office. · 

- Several of the sites questioned who will have the 
authority to hire and/or fire their Executive Director. 
Will it be the responsibility of the International Board of 
Directors or the Site Board. What type of input, if any, 
will the corporate Board have in this process? While some 
sites feel t his issue is settled, others ask for further 
clarification. In general., s ubsidiaries agree that 
Executive Directors should r~port to the Site Board. 



- Questions have emerged around overall ·decision 
making . What decisions are made by the sites and what 
parameters are given to those sites when making decisions. 

- Subsidiaries have expressed that the Board to Board 
relationship be structured to give greater autonomy to site 
boards for legal oversight of the day to day operations. 

- How should the budget development process work? Does 
each site have overall authorization with the Corporate 
Board only approving the "parent contribution"? 

By-Laws 

- Due to some of the legal issues that have arisen 
recently, many of the sites have requested that the nature 
of their incorporation be reviewed along with an over-all 
review of the language of their by-laws. 

Quali ty controls r.ssues/Proqram standards 

- Subsid_iaries are questioning to what extent are 
program design standards the same across the board and to 
what extent are they adapted to meet the local needs of the 
program. Wh ile the various sites accept the "non
negotiables" such as Open Intake, concerns arise around the 
need for greater site autonomy. Will the sites be allowed 
the flexibility to meet the program standards in a ma.nner 
that would best meet the local need as well? What authority 
will be held centrally and what decisions can be delegated 
to the various subsidiaries? Also there is an expressed 
desire for the standardization of policies and procedures 
required of all covenant House subsidiaries. A suggestion 
has been made that the "non-negotiables" be spelled out in a 
contract to ensure a minimum level of program components and 
performance standards. Some other areas of concern are 
fiscal and personnel as it pertains to senior management. 

Property 

- covenant House owns most property of the subsidiary 
programs. Sites have expressed concern that their property 
is often used as collateral for other Covenant House 
property and will this continue in the future. 

Pundinq 

- currently the covenant House corporation subsidizes 
all subsidiary programs. Clarification is required in the 
areas of Funding and Development. Will the sites become 
responsible for their own fundraising? If yes, will the 
individual site need to meet the National Charities 



Information Bureau standards or will they qualify as a 
subsidiary of Covenant House- corporate? Many of the 
subsidiaries are located in areas where it would be 
difficult to raise the kind of money currently being 
budgeted by the corporation and are concerned about the 
implications should fundraising become entirely 
decentralized, especially around a sudden removal of the 
annual Corporate pledge . 

Expansion 

- Sites have questioned the proposed future expansion 
efforts as it relates to each particular location as well as 
to our developing programs in other geographic areas.~Will 
programs in a state expand to reach other cities and how 
will these efforts be coordinated? 
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DEVELOPMENT 

Chris topher Walton 
Sr. Vice President 

Development 

h. /'· ........ 
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Norman Lou John H~reys ~- Denise Scelzo Lucie OuHamel 
'I/ice President Vice President ;:--.;i - i Vice President - Oirector .. 

Governnent Relations ' Planned Giving - Direct Marketing ... I Don-or Relations 
-::'..-' 

/' ... 
Jeanette Rus:so Peter Aiblcoff Aileen Edenholm-Hopper Mary Hogg 

- Director ..... Manager I '- - Retentions Manager - Associate Director 

--. 
~ 

David Lumnis Joan Smyth 

- Domestic Site Dev Mgr - Acquisitions Manager Ca tlll een Powe 11 - COITflJ.lnications Mgr 

,.,I 
-

Richard Schneyer ~,. 

- Corp & found Mgr. ~~']q \ Paula King 
- Spec' I Events Hsr 
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Programs 

Sr. Marita Carew 
I LJ Sr. Vice President Ju~· J L 

I •'. Programs c l'C:1 
) 

I ·- ·~ -~ ·~ . " .. - ·~ 

-. ,--. ,---, ~ ,---, 
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Lisa Bambino Barbara Terwilliger Fr. Placid St.roik 
Assoc. Executive Director Business Manager Direc tor 
Inst. For Youth Advocacy Community ' Past'l Ministry 

L °'"' 

March 5, 1990 
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Monday, March 26, 1990 

a:oo a.m. 

Remarks - Bill Ellinghaus 

Oversight Committee - Ralph A. Pfeiffer, Jr . 

Legal status - ·paul Saunders, 
Cravath, Swaine & Moore 

Investigation Status - Bob McGuire, 
Kroll Associates 

Auditor Status - Jim Harnett 

Compensation Policies Review - Jim Harnett 

Board Relationships - Jim Harnett 

Search Committee - Ralph A. Pfeiffer, Jr. 



COVBHAB'l' HOOSB 
OVERSIGHT COMMITTEE 

William M. Ellinghaus 
President Emeritus 

AT&T 
New York, New York 

Father Theodore M. Hesburgh 
Clergyman 

Notre Dame, Indiana 

Rabbi Marc H. Tannenbaum 
International Relations Consultant 

American Jewish Committee 
New York, New York 

Mr. Cyrus Vance 
Chairman 

Simpson Thatcher & Bartlett · 
New York, New York 

Paul A. Volcker 
Chairman 

James D. Wolfensohn, Inc. 



COVENANT HOUSE OVERSIGHT COMMITTEE 

The Board of Directors of Covenant House has established a 

Special Oversight Committee, to advise and counsel the Board and to 

make recommendations to the Board based on the committee's 

evaluation of the independent reviews presently underway. 

This blue-ribbon panel has ~ee~ established to guide covenant 

House and its Board of Directors as it goes forward without the 

leadership of Fr. Bruce Ritter; and to insure the resolution of its 

current problems. This panel will afford our staff the opportunity 

to immediately refocus their energy and resources on the essential 

mission of Covenant House: a mission that every night provides 

food , clothing and shelter to over ~~~=:S) kids in North and \ 

Central America. 

The Oversight Committee will review the reports of each of the 

four independent consultants. The consultants will make 

recommendations to the Board and Oversight Committee concerning: 

financial and management procedures J the investigation of any and 
E ~ f 

all ~mpr~~rieties ;f management compensation; j and Board-to-Board 

relationships. · 

The Oversight Committee will report the result of their 

a nalyses to the Covenant House Board of Directors. 

It is the goal of the Covenant House Board that the experience 

and wisdom of the esteemed members of the Oversight Committee will 

aid Covenant House in its important missiori of ensuring that the 

highest quality of care is provided to homeless street kids. 

03/03/90 
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·Resolution Approved by ~he Board - March 14 , 1990 

The Board of Directors of Covenant House hereby instructs 
. . 

its General ·counsel , Cravath , Swaine & Moore, to commence an 
. - · ..... ~, :.·-.·~~<·l~t-~'Fl~~--.,.:.~~·,7:)~"4li".;;:.a~~~~)~~:or.-~ .• . 
~~Qtil»"~~~·~Cf,...(.~',Ml!:,,.~°!''1'1'#.'iJtfC'~T-1~ .,.~.>'t • • •~ • . "'rK ~~\;~::):•: 

internal .investigation of any and all allegations o f · 

. . misconduct wi.thj,n . the Covenant House organization, i ncluding . 
__..,,,...:,~-·· 

its s ubsidiaries, for the .purposes of furnishing lega l 

a dvice t o the Board. The General Counsel is authorized to 

r e tain Robert McGuire of Kroll Associates and other pe r sons· 
. ~~tti~~i"'it1~)\.t{f~·;..i=1Gf.}lt·:,111~~~;.~?,;:Y.t'~:Ji:..~~j~7,:W.i\=·~~£.;~)l~·.•:-;:.'f.,i)OI\~~ ... ~ .. . 

or entities as he ·shali from time to ·time deem necessa r y and 

appropriate, . to conduct the investigation, reporting t o the 

Ge neral Counl?el'~ The Board intends to release the summar y 

report and recomm.endations .of the i _nvestigation both to t he 

public and .to the Special Committee of Oversi9ht. Al l 

Covenant House employees and staff are directed to coope r a t e 

f ully with· the General Counsel's investigation. 



.... ··-· -~ .:...:. ........ ___ ... _._ .. . ~·- -

POSXTXOH DBSCRXPTXOH 

President/Chief Executive Officer 

Position Concept.: The Directors of the corporation shall elect a 
President/CEO, who shall be responsible for the general and 
active supervision of the. business and affairs of the 
corporation, and its officers, agents, employees, and facilities. 

Reporting: The president/CEO reports to the Board of directors 
and it shall be the responsibility of the President to report, as 
required, to the Board of · Directors on the condition of the 
corporation. 

Specific Responsibilities : 

1. Develop and promulgate the spiritual values and policies, if 
necessary to execute the mission of the corporation. 

2.. Act as chief spokesman for the corporation, representing the 
corporation to the media, prospective donors, government 
agencies, staff, etc., as required .• 

3. Oversee, approve, and implement program content. and program 
quality control processes within and consistent with the 
mission and policies established by the Board . 

4 . Execute and deliver in the name of the corporation all 
deeds, mortgages, bonds, contracts, or other instruments 
authorized by the board. 

5. Insure that all orders and resolutions of the Board are 
carried into effect. 

6. Develop appropriate organization structure, function and 
position descriptions, and management practices. 

7. Establish uniform practices, controls and measurement 
systems to assure effective performance of the corporation. 

8. Recruit and maintain professional staff and support 
personnel to effectively carry out the mission of the 
corporation. 

9. Recommend for board approval officer position nominations 
and salary and compensation actions for key executives . . 

10. Approve subsidiary and functional operating and cash 
budgets. Recommend for board approval acquisition and 
disposition of real estate, significant lease and 
construction commitments and major capital expenditures. 

11. Ensure the development of an effective system of internal 
accounting control including organizational arrangements 
with clearly def.ined li.nes of responsibility and delegation 
of authority. The system must provide reasonable assurance 
that transactions are executed in accordance with management 
authorization and are prpperly recorded. It must adequately 
safeguard, verify and maintain accountability of assets . 
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SPECIAL- CONSIDERATIONS, RELATIONSHIPS . &. R£SPoNSIBILITIES, 

I. Investigatory Relationships_ 

1 . The -Oversight Committee is responsible to insure that a .. 
thorough and impartial investigation of all aspects of. 
Covenant House shall be conducted. The oversight Committee 
is appointeq by, and reports to, the Board of Directors ~-. 

2. Actual investigatory work shall be performed by Mr. McGuire,
under the supervision of counsel. He has been retained by 
Counsel and will be compensated by the Board. He shall 
report to counsel and to the .Board, and present findings and 
recommendations to both the Board and Oversight Committee . 

3 . The President/CEO shall cooperat.e and cause the Corporation 
to cooperate with the investigation in all respects . He 
shall call to the attention of the Board and Oversight 
Committee . any issues which may arise from the conduct of t he 
investigating parties. 

4. Mr. McGuire shall periodically inform the President on the 
status of his investigations. 

II . Fund. Raising 

The President is responsible for an appropriate fund raisi ng 
capability and results. Such funds shall be raised on 
behalf of Covenant House. 

II I. Program Content 

The President shall implement pr-ogram content and policies 
as directed and approved by the Board. 



RussELL REYNOLDS AssocIATES, lNc. 

A. WILLIAM OLSEN. JR. 
Managing OiredOr 

PERSONAL AND CONFIDENTIAL 

Mr. Ralph A. Pfeiffer, Jr. 
Chairman of the Board 
Covenant House 
346 West 17th Street 
New York, NY 10011-5002 

Dear Ralph: 

March 19, 1990 

200P.atk ...... 
NewYork;NV 10166 
Tat (212) 351-:1!000 
Fax: (212) 370-0896 

Malcolm MacKay, Jeff Reynolds, and I came away from our 
meeting with you on Friday impressed by what you are already 
doing· to bring order out of the unexpected events that have 
visited Covenant House during the past few months. We are 
gratified that you have turned to Russell Reynolds Associates 
to help you in your search for a replacement for Father Bruce 
Ritter, an assignment to which we will bring the full 
strength of our organization. The work that Covenant House 
has been doing is too important to too many youngsters to 
deserve anything but the best leadership it can find . 

At the end of our meeting, you asked for a letter which 
you could share with other members of your Board, a letter 
outlining procedures for the search, providing background on 
the individuals who would be conducting the search, providing 
a representative list of searches conducted for 
not-for-profit organizations with governance structures . 
similar t o that of Covenant House, and proposing a statement 
of t he financial terms appropriate for this particular 
search. 

Attached to this letter, then, is an outline of steps we 
would follow for this search as we do for most searches 
conducted by the firm. The steps do not constitute a 
straightjacket but rather a set of guidelines which should be 
adapted specifically to your own needs. Each organization 

NEW YOR1< ATlANTA BOSTON CHICAGO CLEVELAND DAU.AS FRANKFURT HONG KONG HOUSTON LONDON LOS ANGELES 
MADRID MELSOURNE MINNEAPOLIS/ ST. PAUL PARIS SAN ffiANCISCO SINGAPORE STAMFORD SYDNEY TOKYO WASHINGTON, O.C. 



RussELL REYNOLDS Assoc:!ATES, INc. 

Mr . Ralph A. Pfeiffer, Jr . 
Page TWO 
March 19, 1990 

has its special requirements~ Our objective is to be as 
responsive as we can to each client organization. At the 
same ·time, what we have outlined here has ample experience· to 
support it and will give you some idea of the logical steps 
through which we would wish to move. Particularly important 
at the earliest possible moment would be meetings with 
principal members of your Board and staff who can give us the 
kind of view we need as we help draw up . the definition of 
responsibilities expected of the new CEO and the definition 
of qualifications best suited for that position. With your 
help and that of Jim Harnett, I hope we can have those 
preliminary meetings before the next meeting of your Board 
and I would hope that we could have a draft specification at 
that time. 

On behalf of Russell Reynolds, I will assume principal 
responsibility for this search. My primary assistant for 
this assignment will be Jeff Reynolds . standing by to help 
where we feel we need it will be M~lcolm MacKay. Available 
to all of us will be the full resources of the firm including 
associates in any of our national and international offices. 

To give you and other members of your search committee 
and board some sense of our qualifications, I am appending to 
this letter brief biographical sketches for me and for Jeff. 
You will note that before joining Russell Reynolds Associates 
I ha d 35 years as an independent school educator, 21 of those 
as Headmaster of one of the leading New England college 
preparatory boarding schools. I know f ·irsthand what it means 
to run a complicated not-for-profit institution and to work 
with a board of volunteer trustees. It was that very set of 
experiences that prompted Russ Reynolds, the founder of our 
firm, to ask me to join this firm eight and a half years ago 
to take charge of searches in the not-for-profit sector. 

Since joining the firm, I have served a wide array of 
clients almost all incorporated not-for-profit, governed by 
Boards of Trustees, and administered by professional staffs 
responsible to those boards. Searches for those clients have 
been conducted by search committees composed almost entirely 
of individuals inexperienced in the search process itself . 
One of the major contributions I have made to each search is 
guidance for the search committee itself. With a large 
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search committee like the one you have described for Covenant 
House, this kind of guidance should prove useful. Attached . 
to this letter is a list of some of the searches for which I 
have been the lead consultant. These are all searches for 
the Chief Executive Officer . On the list are searches 
conducted by others in the firm as well as by me. 

I am sensitive to the special concerns you and others on 
your Board have regarding costs for the search. I am also 
realist enough to know that searches i1ke the one we are 
about to undertake deserve a 100 percent effort. That means 
commitments of both ti~e and resources. We could not do this 
search pro bono nor would it be in your best interests to 
have us do so. 

I outlined for you during our conversations on Friday the 
standard financial practices of the firm. our fees are 
one-third of the cash compensation paid to the successful 
candidate during the f .irst year of his or he~ incumbency . We 
have a minimum fee now of . In addition we ask for 
reimbursement for search-related expenses, primarily for 
communications and for travel. To cover our own expenses 
while the search is under way, we charge interim fees based 
on the estimated salary to be paid and billed in three 
portions payable at the end of each of the first three 
months . Search-related expenses are billed as they accrue~ 
The final fee comes due at the end of the search. 

Because of the special circumstances that surround this 
search I would like to propose a different arrangement . We 
would base our fee on 25 percent of the first year's cash 
compensation with a minimum fee of ".. . · . ·___ Other 
arrangements as outlined above would still apply. Because I 
dislike fractions I would suggest that interim fees be made 
in payments of . - · .:,;:-,d -" ;.:>ayable 
respectively at the end of eacb of the f ·irst three months. 
If the salary for the new CEO exceeds '. , . the small 
additional fee due would be payable at the end of the 
search . statements that would be sent out each month would 
include requests for reimbursable search-related expenses. 
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If there is additional information you need or want, by 
all means let me know. Even by the· time·· this letter arrives·. 
I suspect we may have the wheels in motion. 

AWO:sl 

Attachments 

cc: Messrs. Malcolm MacKay 
Jeffrey T. Reynolds 

Sincerely, 

~·iu · 
A. William Olsen, Jr. 

~ 

'.,. • . 
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REPRESENTATIVE NOT-FOR-PROFIT SEARCHES 

RECENTLY COMPLETED BY RRA 

AFS Intercultural Programs 
President & CEO · 

American Museum of Natural History 
President 

Bowdoin College 
President 

Goodwill Industries - Chicago 
President 

Henry Street Settlement 
Executive Director 

Illinois Wesleyan University 
President 

~ International Peace Academy 
President 

National Audubon Society 
President 

The New York Botanical Garden 
President 

Phillips Exeter Academy 
Principal 

save the Children Federation 
President & CEO 

Shelter for the Homeless, Inc. 
Executive Director· 

University Hospitals - Clevela nd 
President. & CEO 

Wesleyan University 
President 

R USSELL REYNOLDS A SSOCIATES, INC. 



THE SEARCH PROCESS . ·· ·:~~~·;:. 

Intr~uctory co~sul ~~ion -f thBefore
11

beqt1
1
' nn~nqd atn ass~qnm1endtini-'":""._ ·· .- ·.:~--7~:·~- -

we s arpen our ow e qe o e c en s in us ry, inc u g.~ · 
its markets, competition and environment. In consultation 
with the client, we gain. an understanding of the organization 
and the specifics of the position to be filled. Often our 
experience and our perspective as consultants help clients 
assess the demands of the position, the .qualifications of the 
individual who can best fit it, and the client's expectations 
.in light of the marketplace. 

Position Specification - Once consensus is .reached on the 
requirements of the position and the qual.ifications of the 
ideal candidate, we prepare a position specification for 
client review and approval. Without revealing the client's 
identity, the specification communicates the dimensions of 
the opportunity and is shared with prospective candidates and 
a select group of individuals who are in a position to 
recommend prospects. 

Strategy and Research - We formulate the strategy most 
likely to provide a wide range of individuals whose 
qualifications appear to match the specification. We draw on 
previous projects, research, and contacts in the appropriate 
industry. 

Consultation with Sources - Using these .resources, we 
develop leads to prospective candidates who might otherwise 
be hard to identify, and solicit evaluation of others. 

Interviewing of Prospective Candidates -·we then conduct 
interviews with those prospects who seem best suited for the 
position, evaluating their qualifications, motivation, and 
compatibility with the client. 

Candidate Letters - The candidates who emerge from the 
interviews as best suited to the position are introduced to 
the client through detailed candidate letters. These letters 
present facts about the candidate's current job, 
responsibilities, relevant experience, accomplishments, a~d 
background. We assess the individual's qualifications and 
personal "fit" . 

Interviewing of Candidates by Client - Interviews are 
scheduled between the client and candidates. If the search 
requirements so dictate, the client's identity is not 
revealed until this point. 

RUSSELL REYNOLDS ASSOCIATES, INC. 
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Reference Clleckinq When the finalist candidate is decided 
upon and both .client and candidate express interest in 
working together, we contact references able to comment in 
depth upon the candidate's leadership abilities, inteqrity, 
technical competence, achievements, and personal 
characteristics in order to verify and auqment impressions 
gained during interviews • 

. Negotiations of Offer - During the negotiation stage, our 
outside perspective and recruiting experience enable us to 
provide recommendations to our client on the structure of a 
compensation package calculated to attract the finalist. By 
serving as intermediary, we can often .work out details which 
may have significant bearing on the final acceptance of the 
offer . 

Follow-uo - As a policy, over the next year we continue our 
dialogue with the client and successful candidate so that we 
can help anticipate and avert problems of adjustment. 

R USSELL REYNOLDS ASSOCIATES, !NC. 



covenant House 

Mission statement 

We who recognize God's providence and. fidelity to his 
people are dedicated to living out his cov~nant among 
ourselves and those children we serve, with absolute respect 
and unconditional love. That commitment calls us to serve 
suffering children of the street, and to protect and 
safeguard all children. Just as Christ in his humanity is 
the visible sign of God's presence among his ·people, so our 
efforts together in the covenant community are a visible 
sign that effects the presence of God, working through the 
Holy Spirit among ourselves and our kids. 



ROLE OF BOARD OF DIRECTORS 

The Board of Directors is responsible for the 

governance of Covenant House. The Board defines the mission 

of the agency and establishes the overall policy and plans 

needed to carry out that mission. 

The Board is responsible for the selection and 

supervision of the President and Chief Executive Officer and 

other officers as it sees fit, and determines their salaries 

and duties. 

The Board reviews and approves the Annual Plan and 

Budget. 

The Board assists in raising the funds necessary to 

carry out the work of Covenant House. 

The Board assures that the highest quality of care in 

all programs is obtained. 

The Board has the responsibility for making certain 

that internal controls and procedures are adequate to 

safeguard the assets of Covenant House. It must supervise 

the investments and allocation of funds and causes the 

corporation's books and accounts to be audited. 

It is the Board's responsibility to keep minutes, books 

and records that reflect all of its acts and transactions 

and to maintain financial records for the corporation. In 

addition, the Board establishes standards for what types of 

contracts and actions cannot be taken by the officers 

without the express authorization of the Board or a Board 

Committee. 



The Board through Covenant House is an advocate on 

behalf of all homeless youth. 

The Board carries out its functions through the 

officers and the following committees of the Board: 

Executive, Nominating, Program, Funding and Development, 

External Affairs, Finance and Audit. 
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March 9, 1990 

For more information contact: 

Susan McLean (212) 727-4035 

PRESS RELEASE 

Ralph A. Pfeiffer, Jr., Chairman of the Board of 

Covenant House, announced today that the Board of Directors 

has retained Robert J. McGuire, former New York City Police 

Commissioner, now a Senior Managing Director of Kroll 

Associates, to conduct a thorough investigation of all 

charges relating to alleged misconduct in connection with 

Covenant House's operations. The results of this 

investigation will be reviewed not only by the Board of 

Directors but by a Special oversight Committee. This 

Committee will be chaired by William M. Ellinghaus, former 

President of AT&T; and will include: cyrus Roberts Vance, 

former Secretary of State and a partner in the law firm of 

Simpson, Thacher & Bartlett; Paul A. Volcker, former 

Chairman of the Federal Reserve Bank and currently Chairman 

of James o. · Wolfensohn, Inc.: and Rabbi Marc H. Tannenbaum. 

The summary results and recommendations of Mr. 

McGuire's f.inal report will be released to the public. 
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In addition, the Board has appointed a Search Committe~ 

charged with identifying candidates to succeed Father Bruce 

Ritter in the position of President. The committee, in 

addition to members of the Covenant House. Board, includes: 

Auxiliary Bishop Emerson Moore of New York; Reverend 

Monsignor James Murray, Executive Director of· Catholic 

Charities; and Joan Ganz Cooney, President of Children's 

Television Workshop. 

The Board also announced that th~ law firm of Cravath 

Swaine & Moore has been retained to act as General Counsel 

to covenant House. The. accounting· firm of Deloitte & Touche 

has been asked to conduct a thorough review of Covenant 

House's financial and management policies and procedures. 

Also, Richard Shinn, former Chairman of Metropolitan Life 

Insurance Company, and currently Vice~chair of the New York 

Stock Exchange has agreed to review Covenant House's 

compensation and benefit practices. 

John Cardinal O'Connor, the Archbishop of New York, has 

graciously agreed to provide the Board his assistance in 

identifying a candidate to serve as Acting President, until 

the Search Committee secures a permanent replacement for 

Father Ritter . Upon the appointment of this Acting 

President, James J. Harn~tt will resume his position as 
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Chief Operating Officer. The new Acting President will 

report directly to the Board of Directors. 

Commenting on the Board's actions, Mr. Pfeiffer said: 

"These have been difficult days for Covenant House, its 

staff and its kids. The Board has now put in place a 

competent team of experienced and knowledgeable advisors , 

and is confident that with their help and counsel Covenant 

House will be able to direct its full attention to its 

overriding mission: providing food, shelter and care to 

young people in need. We urge our friends to continue their 

support of this vital work; so that no young person will 

ever be turned away." 



Dear Cardinal O'Connor: 

. ~:COVENANT HOUSE 
346 WEST 17TH STREET NEW '\'ORK. N.Y. 10011-5002 
(212) 727-4000 Fax: (212) ~7586 

March 8, 1990 

Thank you very much for meeting with Denis 
Coleman, Bob McCauley and me yesterday and for your expres
sions of confidence in and support of the ongoing work of 
Covenant House and its Board. I conveyed these sentiments 
to the Board at its meeting last night and the Board is 
greatly appreciative. 

These have not been easy days for Covenant House. 
The r esignation of its founder, Father Bruce Ritter, and 
allegations of misconduct have made it increasingly difficult 
to carry on, without distraction, the critical mission of 
Covenant House. We believe that it is essential to replace 
Father Ritter with a person of unquestionable stature, skill 
a nd i ntegrity as soon as possible, but we recognize that the 
t ask of finding such a person will not be easy. For that 
reason we have appointed a search committee, cons isting not 
onl y of members of the Board but also of Bishop Emerson 
Moore, Rev . Msgr . James J. Murray and Joan Ganz Cooney. 

We recognize that it may take some time for us to 
l ocate such an individual and therefore we believe that it 
is important to put in place an interim president from 
outside the organization who will be able to guide it until 
a permanent successor for Father Ritter can be found. Given 
the Archdiocese's vast human resources and experience in 
child care, we would be grateful if you would be able to 
recommend a suitable candidate for this interim position. 
Our expectati on is that the acting president would serve for 
no more than nine mon~hs , and, we hope, significantly less. 
The interi m president, who will report to the Board of 
Directors, will be assisted by James Harnett, the current 
acting president of Covenant House, who will resume his 



_,osition as Executive Vice President and Chief Operating 
Officer upon the appointment of the interim president. 

We are grateful for any assistance that you are 
able to give us and , again, we appreciate your support . 

sincerely, 

Ralph A. Pfeiffer, Jr. 
Chairman 

His Eminence John Cardinal O'Connor 
Archbishop of New York 
Cardinal's Residence 
452 Madison Avenue 
New York, N. Y. 10022. 

2 



March 12, 1990 

Dear Mr. Pfeiffer, 

. .a<: . 

CARDINAL'S OFACE 

1011 FlRsT AVENUE 

NEW YORK. NV 10022 

Since our extensive meeting of Wednesday, 7 March, your letter of 8 March 
and our meeting and press conference of 9 March, I have had limited, but 
important .opportunity to reflect and consult my staff on your request that I 
release. to Covenant ,House an Acting President for a period of six to nine 
months. My understanding is that Mr . James Harnett, current Acting President, 
would return to his position as Executive Vice President and Chief Operating 
Officer. Before all else, I would consider it urgent to clarify the role, the 
responsibilities and the authority of the Acting President vis-a-vis the 
Executive Vice President and Chief Operating Officer. 

Further clarifications are required, as well. I note that in the fine 
set of goals you have set for the i1111lediate future, including extensive 
investigation by Bob McGuire, the establishing of an oversight committee, a 
search committee, a thorough fiscal audit and other steps, there is no mention 
of an analysis of the philosophy of Covenant House and related activities, 
it's raison d'etre, or it ' s organizational structure as related to it's 
philosophy. Perhaps such is intended, but I do not see it explicated in your 
materials . 

I believe that it wnl be imperative if even an acting president is to be 
able to assist effectively in Covenant House's survival and recovery, to do a 
thorough "audit" of aims, organization, purposes and the understanding of 
personnel about Covenant House's philosophy and reason for being . A lifetime 
of experience, coupled with a certain academic exposure to principles 
involved, convinces me categorically that changes Rat the top" are ultimately 
fruitless, unless everyone involved thoroughly understands and supports the 
philosophy of an organization , since it ' s policies and operating procedures 
must be rooted in and reflect it's philosophy. 

. Therefore, while I remain absolutely committed to providing you with an 
Acting President, and with whatever other assistance you may request within 
our resources, I believe that before such an individual is named, certain 
understandings must be reached about the matters cited immediately above . 

I do not want to be inordinately demanding, and I have been aware for 
years that Covenant House prefers to maintain a certain distance from the 
Archdiocese of New York, but as I see it, the entire organization is in a 



life-death situation. I.f survival during this crisis is to be possible, and 
recovery is to follow in the future, painfully clear understandings will have 
to emerge, and attitudes will have to undergo whatever "conversion" is 
required. 

May I suggest, then, that instead of my naming an individual inuned1ately, 
a small team of my representatives meet with you and individuals you 
designate, to discuss the above? I am not speaking of extensive delay. My 
representatives will be available during this current week, while I am in 
Rome . I hope you can be available to meet with them rather extensively. I 
will consult with them after my return. 

It must be remembered that our formal or "official" knowledge of the 
inner workings of Covenant House and related activities is minimal. It would 
add even further difficulty for an individual named by me simply to enter the 
arena without a very thorough understanding. 

I am hopeful that mistakes of the past that were often a function of 
limited understanding can be obviated by pursuing this approach. 

Please accept once again my sincerest gratitude for your truly heroic· and 
self-sacrificing efforts. ' 

With sentim.ents of highest esteem, I remain 

Mr. Ralph A. Pfeiffer, Jr. 
Chairman of the Board 
Covenant House 
460 West 41 Street 
New York, NY 10036 

'. I j . . iJ'/r: 
Faithfully in Christ, ~ 

0 
__ 

~--· ~iv.JI, l J f.><F '----
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The New York Times - Op-Ed 

Last night, more than 1,500 homeless kids found shelter 
at Covenant House. Most of them knew nothing, or cared 
little, about the crisis which has swirled around us since 
December. What they cared about was the food, shelter, and 
help they knew they would receive at Covenant House. 

But I worry about the future: Will Covenant House be 
able to survive? Will we have to turn these kids away? 
Will they be the ultimate victims of this heated crisis? 
And will the board and staff of Covenant House be able to 
move fast enough to repair the damage and set the 
organization on a new course? 

None of what has happened is the kids' fault. But 
ultimately, they're the ones who could suffer the most. 

If we have to close our doors, tens of thousands of 
exploited and abused youngsters will have no place to go. 
That is not hyperbole; that is fact. 

We shelter more than 26,000 kids -- 365 days a year, 24 
hours a day -- at our 12 locations in the U.S., Canada and 
Latin America. our annual budget goes to programs to help 
kids -- a budget which is three times what the federal 
government spends on runaway youths. 

The stakes are enormous and cannot possibly be measured 
in dollars and cents. We are talking about young men and 
women fighting for their survival. A serious decline in 
donations could kill all hope for these kids. 

Of all the tragedies, that would be the greatest. The 
hope of thousands of homeless kids would perish. Certainly 
that's not the outcome anyone wants, even those who 
criticize Covenant House harshly. 

To remedy past mistakes, we must 
Mistakes were made, no doubt about it. 
everything possible to correct them. 

learn from them. 
But we are doing 

A year ago the board set up a planning committee to 
review the agency's structure and business operations. With 
the help of some outside experts, we developed a nine-point 
program which the board endorsed for implementation. On 
November 21, I was elected Chairman of the Board with a 
mandate to carry out this plan. ~ 

The plan was designed to enhance and expand our 
programs; to establish quality controls; to strengthen our 
human resources; to clarify the roles and responsibilities 
of local Boards; to improve financial controls; and to set 
forth a plan for succession. 

· . .... .. ~ : .. -



Unfortunately, much of the plan is still to be 
implemented -- a plan desperately needed to help kids 
because the attention of everyone involved in Covenant House 
has been focused on the tragic events which engulfed the 
organization in December. 

On February 27th of this year, Father Ritter resigned. 
It is at that point that the board took the first steps to 
get Covenant House moving forward again. 

In recent weeks, the board has taken swift and decisive 
action. It asked former New York Police Commissioner Robert 
J. McGuire to investigate every allegation of misconduct at 
Covenant House. It created an oversight committee of. 
distinguished Americans whose. members include William 
Ellinghaus , Rabbi Marc Tannenbaum, Rev. Theodore Hesburgh, 
Cyrus Vance and Paul Volcker. We created a special search 
committee which includes members of the board as well as 
James Burke, Bishop Emerson Moore, Msgr. James Murray and 
Joan Ganz Cooney , to find a permanent replacement for Father 
Ritter. Other experts began an examination of our 
compensation and accounting policies. In addition, a new 
acting president of Covenant House will be recommended by 
Cardinal O'Connor within days. 

I am well aware, however, that such actions represent 
only a first step. The key lies, as it always has, with the 
people involved in Covenant House from donors, to 
volunteers, to paid staff, to members of the board. The 
recent allegations have had a dispiriting effect on many of 
us. It is time now to rededicate ourselves to Covenant 
House's .basic principles - - to provide food, shelter and 
guidance to every runaway kid . who seeks our help. 

Our goal is to ensure that the kids continue to receive 
the very best professional care. Such care includes: free 
medical treatment for every street kid who needs it; 
specialized services for HIV positive and drug dependent 
teenagers; shelter for single teenage parent families; a 
national crisis hotline for kids and parents; and outreach 
vans offering sanctuary to thousands of kids still on the 
street. 

We are on the right track. Our effort is to 
demonstrate to our supporters, critics, and those waiting on 
the sidelines, that we are correcting our mistakes and 
making Covenant House stronger. 

It is time to move forward. We must preserve our most 
basic covenant: that no child in need will be turned away. 

Ralph A. Pfeiffer, Jr. 

Ralph A. Pfeiffer, Jr. is Chairman of the Board of Covenant 
House. 



The Editor 
The New York Times 
229 West 43rd Street 
New York, New York 10036 

Dear Editor: 

20 March 1990 

Your suggestion that covenant House Board resign (editorial, 
March 16, 1990) is a simplistic solution to the many problems 
facing the organization. It would be an easy way out for the 
board, but a great disservice to the thousands of kids served by 
Covenant House. We now know better than anyone the mistakes made 
in the past and the dramatic steps needed to correct them. And, 
as your editorial pointed out, the problems occurred "without the 
knowledge of the prominent people Father Ritter recruited for his 
Board." 

A mass resignation would result in a long period of 
indirection and a lack of leadership while the search progresses 
for new board members and a new President. Rather than speeding 
up change, it would dangerously delay the revised management 
practices and standards that we are implementing. 

As the editorial notes, we have taken "wise and forceful 
steps" to rebuild covenant House and uncover any lingering 
problems. This includes pursuing an independent investigation 
into every allegation facing Covenant House and forming a 
distinguished oversight committee to provide advice and counsel. 

We are also reaching out aggressively to recruit new board 
members with the insights and experience needed to strengthen 
Covenant House. And, perhaps as early as this week, Cardinal 
O'Connor is expected to recommend a new Acting President for 
covenant House. 

In sum, will leave no stone unturned in the fight to restore 
covenant House's vital work. Our kids deserve no less. 

Sincerely yours, 

Ralph A. Pfeiffer, Jr. 
Chairman of the Board 



Ms. Jane Ungless 
Letters Editor 
Editorial Off ice 
Newsday 
2 Park Avenue 
New York, New York 10016 

Dear Ms. Ungless, 

19 March 1990 

Your suggestion that the Covenant House board step down 
(Editorial, March 16, 1990) might provide ail of us with an 
easy way out, but would greatly impede the efforts to 
rebuild Covenant House to meet the needs of thousands of 
troubled kids. 

We share your dismay over some of the revelations 
concerning Covenant House's past operations. Mistakes were 
made, but once we became aware of them, we took swift and 
decisive action. 

Unfortunately, your editorial does not focus on the 
acknowledged problems in the past management of Covenant 
House, but on several unsubstantiated charges. In the midst 
of this current crisis, rumors and innuendo now become 
"exclusive" news stories without the usual editorial process 
to assure some factual basis for each allegation. 

We treat thousands of kids every month, many of whom 
are very troubled. The murder of one young man treated by 
our outreach van is very tragic and shocking. Sadly, the 
streets are dangerous and brutal and that is what Covenant 
House's work is all apout. 

Your edi~orial refers to "drug and alcohol use" in some 
of our shelters . We have very effective and successful 
treatment programs for both drug and alcohol addiction. But 
we do not run a prep school. Kids do not leave their 
problems at the door when they enter our program - a program 
which, in my view, is unmatched in dealing with troubled 
kids. 

Oddly enough, the editori~l fails to mention any of the 
steps the Board is taking to rebuild Covenant House . We 
have hired former Police Commissioner Robert c. McGuire to 
investigate every allegation, including those mentioned in 



the editorial. We have appointed an outstanding oversight 
committee, including William M. Ellinghaus, Cyrus R. Vance, 
Paul A. Volcker, Rev. Theodore M. Hesburgh, and Rabbi Marc 
H. Tannenbaum. our search committee for a new President 
will include James E. Burke, Bishop Emerson Moore, Rev. 
Msgr . James J. Murray, and Joan Ganz Cooney. We have also 
recently asked cardinal O'Connor to help find an interim 
President. 

If we took your suggestion and resigned, Covenant House 
would face a long period of indirection and uncertain 
leadership while the search continues for new Board members 
and a new President . Rather than speeding up recovery, it 
would dangerously delay necessary changes in management 
practices and standards that we are implementing. 

We have an obligation to the kids treated by Covenant 
House to clean up the problems and create good management 
practices for the future. To enable covenant House to 
continue to save thousands of kids on the street, we will 
leave no stone unturned. The kids' futures depend on our 
success . 

Sincerely yours, 

Ralph A. Pfeiffer, Jr. 




