
                 
 

 

 

 
 
 
 
 

 
 

  
 

 
 

  
  
 

 
 

      
 

 
 

      
   

  
  

 
   

  
 

 
  

   
   

 
 
 
       

 
 

DEPARTMENT OF HEALTH & HUMAN SERVICES OFFICE OF INSPECTOR GENERAL 

Washington, D.C.  20201 

August 30, 2010
	

TO: Mary Wakefield, Ph.D., R.N. 
Administrator 
Health Resources and Services Administration 

FROM: /Lori S. Pilcher/ 
Assistant Inspector General for Grants, Internal Activities,
   and Information Technology Audits 

SUBJECT: Results of Limited Scope Review at Finger Lakes Community & Migrant Health 
(A-02-10-02007) 

The attached final report provides the results of our limited scope review of Finger Lakes 
Community & Migrant Health.  This review is part of an ongoing series of reviews performed by 
the Office of Inspector General (OIG) to provide oversight of funds provided by the American 
Recovery and Reinvestment Act of 2009, P.L. No. 111-5 (Recovery Act). 

Section 8L of the Inspector General Act, 5 U.S.C. App., requires that the OIG post its publicly 
available reports on the OIG Web site.  Accordingly, this report will be posted at 
http://oig.hhs.gov. 

Please send us your final management decision, including any action plan, as appropriate, within 
60 days. If you have any questions or comments about this report, please do not hesitate to call 
me at (202) 619-1175 or through email at Lori.Pilcher@oig.hhs.gov.  Please refer to report 
number A-02-10-02007 in all correspondence. 

Attachment 

http://oig.hhs.gov/�
mailto:Lori.Pilcher@oig.hhs.gov�
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Office of Inspector General 
http://oig.hhs.gov 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, as amended, is 
to protect the integrity of the Department of Health & Human Services (HHS) programs, as well as the 
health and welfare of beneficiaries served by those programs.  This statutory mission is carried out 
through a nationwide network of audits, investigations, and inspections conducted by the following 
operating components: 

Office of Audit Services 

The Office of Audit Services (OAS) provides auditing services for HHS, either by conducting audits with 
its own audit resources or by overseeing audit work done by others.  Audits examine the performance of 
HHS programs and/or its grantees and contractors in carrying out their respective responsibilities and are 
intended to provide independent assessments of HHS programs and operations.  These assessments help 
reduce waste, abuse, and mismanagement and promote economy and efficiency throughout HHS. 

Office of Evaluation and Inspections 

The Office of Evaluation and Inspections (OEI) conducts national evaluations to provide HHS, Congress, 
and the public with timely, useful, and reliable information on significant issues. These evaluations focus 
on preventing fraud, waste, or abuse and promoting economy, efficiency, and effectiveness of 
departmental programs.  To promote impact, OEI reports also present practical recommendations for 
improving program operations. 

Office of Investigations 

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of fraud and 
misconduct related to HHS programs, operations, and beneficiaries.  With investigators working in all 50 
States and the District of Columbia, OI utilizes its resources by actively coordinating with the Department 
of Justice and other Federal, State, and local law enforcement authorities. The investigative efforts of OI 
often lead to criminal convictions, administrative sanctions, and/or civil monetary penalties. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG, rendering 
advice and opinions on HHS programs and operations and providing all legal support for OIG’s internal 
operations.  OCIG represents OIG in all civil and administrative fraud and abuse cases involving HHS 
programs, including False Claims Act, program exclusion, and civil monetary penalty cases.  In 
connection with these cases, OCIG also negotiates and monitors corporate integrity agreements.  OCIG 
renders advisory opinions, issues compliance program guidance, publishes fraud alerts, and provides 
other guidance to the health care industry concerning the anti-kickback statute and other OIG enforcement 
authorities. 

http:http://oig.hhs.gov


 

 
 

 
 

 

 
 

 

 
 

Notices 


THIS REPORT IS AVAILABLE TO THE PUBLIC 
at http://oig.hhs.gov 

Section 8L of the Inspector General Act, 5 U.S.C. App., requires 
that OIG post its publicly available reports on the OIG Web site.  

OFFICE OF AUDIT SERVICES FINDINGS AND OPINIONS 

The designation of financial or management practices as 

questionable, a recommendation for the disallowance of costs 

incurred or claimed, and any other conclusions and 

recommendations in this report represent the findings and 

opinions of OAS. Authorized officials of the HHS operating 

divisions will make final determination on these matters.
 

http://oig.hhs.gov/
http://oig.hhs.gov/


  

 

 
 

 

 

  
  

 
 

 
 

 
 

 
     

 
 

 
     
      

 
 
 

 
 

 
 

    
   

 
  

 
  

   
   

     
   

    
 

  
 

EXECUTIVE SUMMARY
 

BACKGROUND 

The Health Centers Consolidation Act of 1996 (P.L. No. 104–299) consolidated the Health 
Center Program under Section 330 of the Public Health Service Act, codified at 42 U.S.C. 
§ 254(b).  Pursuant to 42 U.S.C. § 254(b), the Health Center Program is a national program 
designed to provide comprehensive primary health care services to medically underserved 
populations through planning and operating grants to health centers.  Within the U.S. Department 
of Health & Human Services, the Health Resources and Services Administration (HRSA) 
administers the Health Center Program.  The HRSA health centers are community-based and 
patient-directed organizations that serve populations with limited access to health care. 

Under the American Recovery and Reinvestment Act of 2009, P.L. No. 111-5 (Recovery Act), 
enacted February 17, 2009, HRSA received $2.5 billion, including $2 billion to expand the 
Health Center Program to serve more patients, stimulate new jobs, and meet the significant 
increase in demand for primary health care services among the Nation’s uninsured and 
underserved populations. 

Finger Lakes Community & Migrant Health (Finger Lakes) is a nonprofit health care agency that 
provides medical and dental services to residents and migrant agricultural workers throughout 
western New York State. 

Finger Lakes is funded primarily by patient service revenues and Federal and State grants. 
During calendar year 2009, HRSA awarded Recovery Act funds to Finger Lakes totaling 
$1,919,091. Of that amount, $485,690 was allocated for the purchase of an electronic medical 
records system, related medical and dental equipment, and a video conferencing system.  The 
remaining $1,433,401 was allocated for increasing the number of patients served by opening a 
new health center location and employing additional health care professionals.  

OBJECTIVE 

Our objective was to assess Finger Lakes’ financial viability, capacity to manage and account for 
Federal funds, and capability to operate a health center in accordance with Federal regulations. 

SUMMARY OF FINDINGS 

Based on our assessment, we believe Finger Lakes is financially viable and is generally capable 
of operating a health center in accordance with Federal regulations.  However, we noted certain 
weaknesses in its ability to properly account for and manage Federal funds.  Specifically, we 
noted that Finger Lakes’ accounting system does not properly segregate operating expenses 
between Federal and non-Federal programs.  We also noted issues related to Finger Lakes’ 
segregation of duties and procurement practices.  Finally, Finger Lakes’ procedures for 
whistleblower protection do not fully comply with Recovery Act requirements and its inventory 
records do not include all required elements. 

i 



  

 
 

 
     

 
 

  
 

 
  

  
 

  
    

 
  

 
 

   
    

      
 

  
  

   
 

   
   

   

  
 

 
 

RECOMMENDATION 

When monitoring the Recovery Act funds, we recommend that HRSA consider the information 
presented in this report in assessing Finger Lakes’ ability to account for and manage Federal 
funds and to operate a community health center in accordance with Federal regulations. 

FINGER LAKES COMMUNITY & MIGRANT HEALTH COMMENTS AND OFFICE 
OF INSPECTOR GENERAL RESPONSE 

In written comments on our draft report, Finger Lakes generally concurred with our findings and 
described its completed and ongoing actions to address the deficiencies we identified.  Finger 
Lakes also stated that it uses its accounting software to classify its expenses as Federal or non-
Federal expenses and that its quarterly status reports are accurate.  Finger Lakes further stated 
that it draws down equal amounts of Federal funds each month because its monthly expenses 
exceed the amount it draws down.  Finger Lakes stated that it will purchase new accounting 
software in 2010 and plans to have the software operational in 2011.  Finally, Finger Lakes 
stated that it follows its procurement procedures and indicated that its purchase of an electronic 
medical record system occurred after it established a committee to review various systems. 
 Finger Lakes stated that, after the committee decided which system to purchase, it properly 
justified the sole-source purchase to the Board of Directors, which voted to approve the 
purchase. Finger Lakes’ comments are included in their entirety as the appendix. 

During our fieldwork, Finger Lakes did not use its accounting software to class its expenses; 
therefore, it could not segregate its Federal and non-Federal expenses or ensure that its quarterly 
status reports were accurate.  Regarding Finger Lakes’ practice of drawing down equal amounts 
of Federal funds on a monthly basis, we maintain that such a practice could result in Fingers 
Lakes drawing down Federal funds in its excess of its Federal expenses, a violation of Federal 
cost principles for non-profit organizations.  If used as described, Finger Lakes’ new accounting 
software will allow it to properly segregate Federal and non-Federal expenses.  Finally, we 
maintain that Finger Lakes did not follow its procurement procedures when it purchased the 
electronic medical record system because it did not document that it performed a cost or price 
analysis, prepared a written justification for the sole-source purchase, or that the Board of 
Directors voted to approve the purchase. 

ii 
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INTRODUCTION
 

BACKGROUND 

The Health Center Program 

The Health Centers Consolidation Act of 1996 (P.L. No. 104–299) consolidated the Health 
Center Program under Section 330 of the Public Health Service Act, codified at 42 U.S.C. § 
254(b). Pursuant to 42 U.S.C. § 254(b), the Health Center Program is a national program 
designed to provide comprehensive primary health care services to medically underserved 
populations through planning and operating grants to health centers.  Within the U.S. Department 
of Health & Human Services (HHS), the Health Resources and Services Administration (HRSA) 
administers the Health Center Program. 

The Health Center Program provides grants to nonprofit private or public entities that serve 
designated medically underserved populations and areas, and vulnerable populations composed 
of migrant and seasonal farm workers, the homeless, and residents of public housing.  Health 
centers funded by HRSA are community-based and patient-directed organizations meeting the 
definition of “health center” under 42 U.S.C. § 254(b). 

Under the American Recovery and Reinvestment Act of 2009, P.L. No. 111-5 (Recovery Act), 
enacted February 17, 2009, HRSA received $2.5 billion, including $2 billion to expand the 
Health Center Program to serve more patients, stimulate new jobs, and meet the significant 
increase in demand for primary health care services among the Nation’s uninsured and 
underserved populations. 

Finger Lakes Community & Migrant Health 

Finger Lakes Community & Migrant Health (Finger Lakes) is a nonprofit health care agency that 
provides medical and dental services to residents and migrant agricultural workers throughout 
western New York State.1 

Finger Lakes is funded primarily by patient service revenues and Federal and State grants. 
During calendar year (CY) 2009, HRSA awarded Recovery Act funds to Finger Lakes totaling 
$1,919,091. Of that amount, $485,690 was allocated for the purchase of an electronic medical 
records system, related medical and dental equipment, and a video conferencing system.  The 
remaining $1,433,401 was allocated for increasing the number of patients served by opening a 
new health center location and employing additional health care professionals. 

Requirements for Federal Grantees 

Nonprofit organizations that receive HRSA funds must comply with Federal cost principles 
found at 2 CFR pt. 230, “Cost Principles for Non-Profit Organizations” (formerly Office of 

1 Finger Lakes’ corporate name is Finger Lakes Migrant Health Care Project, Inc.; however, it does business as 
Finger Lakes Community & Migrant Health. 
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Management and Budget (OMB) Circular A-122). In addition, 42 U.S.C. § 254(b) defines 
requirements for health centers under the Health Center Program. 

The Standards for Financial Management Systems found at 45 CFR § 74.21, establish 
regulations for grantees to maintain financial management systems.  Grantees’ financial 
management systems must provide for accurate, current, and complete disclosure of the financial 
results of each HHS-sponsored project or program (45 CFR § 74.21(b)(1)); must ensure that 
accounting records are supported by source documentation (§ 74.21(b)(7)); and must provide 
effective control over and accountability of all funds, property, and other assets so that recipients 
adequately safeguard all such assets and assure they are used solely for authorized purposes 
(§ 74.21(b)(3)).  Grantees also must have written procedures for determining the reasonableness, 
allocability, and allowability of costs in accordance with the provisions of the applicable Federal 
cost principles and the terms and conditions of the award (§ 74.21(b)(6)). 

In addition, grantees must establish written procurement procedures that include certain 
provisions as set forth in 45 CFR § 74.44.  In addition, grantees must establish procedures related 
to whistleblower protection.  Finally, grantees are required to maintain inventory control 
systems. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Objective 

Our objective was to assess Finger Lakes’ financial viability, capacity to manage and account for 
Federal funds, and capability to operate a health center in accordance with Federal regulations. 

Scope 

We conducted a limited review of Finger Lakes’ financial viability, financial management 
system, and related policies and procedures.  Therefore, we did not perform an overall 
assessment of Finger Lakes’ internal control structure.  Rather, we performed limited tests and 
other auditing procedures on Finger Lakes’ financial management system to assess its ability to 
administer federally funded projects. 

We performed our fieldwork at Finger Lakes’ administrative office in Penn Yan, New York, 
during March 2010. 

Methodology 

To accomplish our objective, we: 

• reviewed relevant Federal laws, regulations, and guidance; 

• obtained Finger Lakes’ HRSA grant application packages and supporting documentation; 

2
 



  

   
 

 
      

 
 

 
      

 
 

     
 

   
 

 
  

 
  

 

 
 

 
  

   
  

 
   

  
 

 
 

 
  

  

   
   

 
    

                                                 
     

    
 

  

•	 interviewed Finger Lakes personnel to gain an understanding of its accounting system 
and internal controls; 

•	 reviewed Finger Lakes’ financial management procedures related to accounting 
documentation, preparation of financial reports, procurement, drawdown of Federal 
funds, inventory, and other financial matters; 

•	 reviewed Finger Lakes’ independent audit reports and related financial statements for 
CYs 2006 through 2008; 

•	 performed ratio analyses of Finger Lakes’ financial statements; and 

•	 reviewed Finger Lakes’ administrative procedures related to personnel, conflict
 
resolution, whistleblower protection, and other non-financial matters.
 

We conducted this performance audit in accordance with generally accepted government 
auditing standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objective. 

FINDINGS AND RECOMMENDATION 

Based on our assessment, we believe Finger Lakes is financially viable and is generally capable 
of operating a health center in accordance with Federal regulations.  However, we noted certain 
weaknesses in its ability to properly account for and manage Federal funds.  Specifically, Finger 
Lakes’ accounting system does not properly segregate operating expenses between Federal and 
non-Federal programs.  We also noted issues related to Finger Lakes’ segregation of duties and 
procurement practices.  Finally, Finger Lakes’ procedures for whistleblower protection do not 
fully comply with Recovery Act requirements and its inventory records do not include all 
required elements. 

ACCOUNTING SYSTEM 

Pursuant to 45 CFR § 74.21, grantees must maintain financial systems that provide for accurate 
and complete reporting of grant-related financial data. Pursuant to 45 CFR § 74.22(b)(2), cash 
advances to grant recipients shall be limited to the minimum amounts needed.  Pursuant to 
2 CFR, pt. 230, App. A, § A(4)(a)(1) (OMB Circular A-122, Att: A, § A.4.a.1), grant expenses 
must be incurred specifically for the grant award. 

Finger Lakes does not use its accounting software to properly segregate the organization’s 
operating expenses (except for Recovery Act equipment purchases) between Federal and non-
Federal programs.2   As a result, Finger Lakes cannot properly use immediate expenses as the 

2 Recovery Act equipment purchases, consisting of new medical and dental equipment and an electronic medical 
records system, were properly accounted for.  This was due to the equipment purchases not being considered 
operating expenses.

3
 



  

  
 

  

 

 
    

 

 
 

 
 
 

 
    

  
  

 
  

 
 

  
   

 
  

 
 

  
    

 
     

  
      

 
  

 
 

  
  

 
 

                                                 
      

      
   

 
    

basis for withdrawing funds from the HHS payment management system.  Rather, Finger Lakes 
withdraws an equal amount of grant funds every two weeks until the funds are exhausted.  The 
amount drawn down is then recorded as incurred Federal expenditures on quarterly status reports 
submitted to the Federal Government.3  As a result, Federal funds may be used to pay for non-
Federal expenses throughout each quarter and, consequently, quarterly status reports submitted 
to the Federal Government may not provide for accurate and complete reporting of grant-related 
financial data. 

SEGREGATION OF DUTIES 

Pursuant to 45 CFR § 74.21(b)(3), grantees’ financial management systems must provide 
effective control over and accountability of all funds, property, and other assets so that recipients 
can adequately safeguard all such assets and assure they are used solely for authorized purposes. 

One Finger Lakes employee was responsible for posting journal entries, maintaining control of 
unused checks, transferring funds between bank accounts, and reconciling bank statements.  For 
example, as of December 31, 2009, the employee was responsible for administering 
approximately $100,000 in cash.4 

PROCUREMENT PRACTICES 

Pursuant to 45 CFR § 74.44, grantees are required to establish written procurement procedures, 
which require solicitations for goods and services to provide a clear and accurate description of 
the technical requirements for the material, product or service to be procured, requirements 
which the bidder/offeror must fulfill and all other factors to be used in evaluating bids or 
proposals, and the specific features of “brand name or equal” descriptions that bidders are 
required to meet when such items are included in the solicitation.  In addition, grantees must 
document that every procurement action is supported by some form of cost or price analysis.  
Finally, grantees must prepare a written justification for sole-source purchases over $100,000. 

Finger Lakes’ written procedures for procurement specified that (1) every procurement action be 
supported by some form of cost or price analysis, (2) competitive bids be obtained for purchases 
over $25,000, and (3) all purchases requiring a competitive bid be approved by Finger Lakes’ 
Board of Directors.  However, Finger Lakes did not always follow its procedures.  Specifically, 
Finger Lakes purchased medical equipment, totaling $26,190, and an electronic medical records 
system, with an expected final cost of $158,050, without documenting that a cost or price 
analysis was performed.  Moreover, it did not solicit competitive bids or seek Board approval for 
these purchases.  Finally, Finger Lakes did not prepare a written justification for the sole-source 
purchase of the electronic medical records system.  Consequently, Finger Lakes may not have 
purchased this equipment in the most economical, practical, and competitive manner. 

3 Finger Lakes submits a Standard Form 269, Financial Status Report and a Health Center Quarterly Report to 
HRSA via a secure website, as well as a Recovery Act report via a Federal government website for reporting 
Recovery Act funding data. 

4 This amount is based on Finger Lakes’ 2009 unaudited financial statements. 

4
 



  

 
 

  
    

   

  
 

      
    

 

 
    

    
  

 
 

 
 

    
 

 
  

 
    

  
   
 

 
 

 
 

    
 

 
  

 
  

  
 

  
    

  
  

 

WHISTLEBLOWER PROCESS 

Section 1553(a) of the Recovery Act prohibits reprisals against employees of an organization 
awarded Recovery Act funds for disclosing to appropriate authorities any credible evidence of 
(1) gross mismanagement of an agency contract or grant relating to covered funds; (2) a gross 
waste of covered funds; (3) a substantial and specific danger to public health or safety related to 
the implementation or use of covered funds; (4) an abuse of authority related to the 
implementation or use of covered funds; or (5) a violation of law, rule, or regulation related to an 
agency contract (including the competition for or negotiation of a contract) or grant awarded or 
issued relating to covered funds. Pursuant to section 1553(e) of the Recovery Act, any employer 
receiving covered funds shall post notice of the rights and remedies provided for the protection 
of employees under this section. 

Finger Lakes established a whistleblower policy detailing how employees can communicate 
instances of wrongdoing to Finger Lakes officials.  The policy also prohibits reprisals against 
whistleblowers.  However, the policy does not address the right of a whistleblower to report 
wrongdoing to all appropriate authorities. 

INVENTORY RECORDS 

Pursuant to 45 CFR § 74.34(f), grantees are required to maintain inventory records containing 
the following information for equipment acquired with Federal funds:  a description of the 
equipment, an identification number, its location, acquisition and disposition data, condition of 
property, and whether title vests with the grantee or the Federal Government. 

Finger Lakes maintains inventory records.  However, its inventory records do not include 
acquisition or disposition data, condition of the property, or whether title vests with Finger Lakes 
or the Federal Government.  As of December 31, 2009, Finger Lakes’ equipment was valued at 
$830,985, according to its 2009 unaudited financial statements. 

RECOMMENDATION 

When monitoring the Recovery Act funds, we recommend that HRSA consider the information 
presented in this report in assessing Finger Lakes’ ability to account for and manage Federal 
funds and to operate a community health center in accordance with Federal regulations. 

FINGER LAKES COMMUNITY & MIGRANT HEALTH COMMENTS 

In written comments on our draft report, Finger Lakes generally concurred with our findings and 
described its completed and ongoing actions to address the deficiencies we identified.  Finger 
Lakes also stated that it uses its accounting software to classify its expenses as Federal or non-
Federal expenses and that its quarterly status reports are accurate.  Finger Lakes further stated 
that it draws down equal amounts of Federal funds each month because its monthly expenses 
exceed the amount it draws down.  Finger Lakes stated that it will purchase new accounting 
software in 2010 and plans to have the software operational in 2011.  Finally, Finger Lakes 
stated that it follows its procurement procedures and indicated that its purchase of an electronic 
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medical record system occurred after it established a committee to review various systems. 
Finger Lakes stated that, after the committee decided which system to purchase, it properly 
justified the sole-source purchase to the Board of Directors, which voted to approve the 
purchase.  Finger Lakes’ comments are included in their entirety as the appendix. 

OFFICE OF INSPECTOR GENERAL RESPONSE 

During our fieldwork, Finger Lakes did not use its accounting software to class its expenses; 
therefore, it could not segregate its Federal and non-Federal expenses or ensure that its quarterly 
status reports were accurate.  Regarding Finger Lakes’ practice of drawing down equal amounts 
of Federal funds on a monthly basis, we maintain that such a practice could result in Fingers 
Lakes drawing down Federal funds in its excess of its Federal expenses, a violation of Federal 
cost principles for non-profit organizations.  If used as described, Finger Lakes’ new accounting 
software will allow it to properly segregate Federal and non-Federal expenses.  Finally, we 
maintain that Finger Lakes did not follow its procurement procedures when it purchased the 
electronic medical record system because it did not document that it performed a cost or price 
analysis, prepared a written justification for the sole-source purchase, or that the Board of 
Directors voted to approve the purchase. 
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gl(l11.gl(l11. ThisThis topictopic ofof purchasingpurchasing aa newnew act.oo'ltingact.oo'lting syssysttemem wwasas disoosseddisoossed,, iJIldiJIld HHwaswas mutualmutualllyy 
agreedagreed byby IhIhatat tteeamam thatthat FingelFingel LakesLakes shouktshoukt ffInishInish theinplementatklntheinplementatkln ofof thethe Practi::ePracti::e 
ManagementManagement SystemSystem andand EHREHR beforebefore changingchanging finanfinanciciaall systemssystems.. 
CurrentlyCurrently.. FltlgerFltlger LakesLakes uu\j\jileile''ss "OJickbooks-'"OJickbooks-' asas toetoe accoootingaccoooting so!twso!tw~~ .. WeWe havehave fooodfoood thisthis 
systemsystem toto bebe adeqlJateadeqlJate forfor ourour needsneeds overover !he!he lastlast 77 yearsyears.. ThThisis systemsystem doesdoes allowallow ffCll"!heCll"!he 
segregationsegregation ofof federalfederal versesverses nonnon federalfederal expenses.expenses. FngerFnger LaLa~~eses usesuses thethe classclass systemsystem 
featurefeature i1i1 QBQB 1010 designatedesignate aIaI expensesexpenses.. EachEach mon8lmon8l,, wewe al8al8 aIJIeaIJIe 1010 postpost aammexpensesexpenses 
i1ducti1ductinin99payroltpayrolt.. l1OI'\iIE!rsctIall1OI'\iIE!rsctIal expensesexpenses,,depredarondepredaron,,etcetc 1010 thethe programprogram andand thenthen pullpull oottheootthe 
aaPSll'Ofll'latePSll'Ofll'late reportsreports neo&SsafYneo&SsafY forfor eeachach ofof 001001 mMymMy gl(l1gl(l1tt programsprograms.. WeWe areare requiredrequired toto trid!;trid!; 
aaUUofof ourour expensesexpenses lorlor severalseveral NewNew YOlkYOlk StateState Depar1meDepar1mennll ofof HeaHea::thth gIantsgIants asas weiwei asas !he!he 
federalfederal P!Qgfa'IISP!Qgfa'IIS,, FongerFonger lakeslakes offICialsoffICials dkIdkI rootroot ackIIOwIedgeackIIOwIedge thathatt fedefederralal MdsMds maymay bebe lISedlISed toto 
paypay forfor I"I4:lIHaderalI"I4:lIHaderal expensesexpenses.. TheThe qual1e!1yqual1e!1y stausstaus f8:IX)f1sf8:IX)f1s areare a:.xuratea:.xurate.. WeWe havehave chosenchosen toto 
withdrawwithdraw equalequal amountsamounts eacheach monthmonth fromfrom 000011fedel'ajfedel'aj fundingfunding asas oooorreexpensesxpenses eacheach monlhmonlh forfor 
thosethose programsprograms exceedexceed thethe amounamountt wewe ddrrawaw downdown fromfrom IheIhe PaymentPayment ManagemenlManagemenl SysSyslleemm.. 

SegttgationSegttgation ofof ddututiQ:iQ: FongeFongerr LatesLates'' hashas rna:terna:te 22 changeschanges InIn IleIle segregasegregatitioooo ofof dutiesduties basedbased 
onon toetoe recommeodationsrecommeodations ofof thethe OIGOIG audilors.audilors. TheThe unusedunused checkschecks havehave beenbeen movedmoved ffromrom thethe 
FflanciaFflanciallAdrrinistralof'sAdrrinistralof's officeoffice andand ~~ houhousedsed 1010 aa separateseparate,,appropriateappropriate andand secursecuree areaarea.. 
TheThe bankbank statementsstatements '"'" nownow reoonciledreoonciled byby anan ildependentildependent ff.nan.nancicialal consuconsutlantlanttwhowho WOIksWOIks withwith 
Ff1g9fFf1g9f LakesLakes onon aa monmon'to/y'to/y basisbasis .. 
FtngefFtngef LakesLakes hashas e>tperiencede>tperienced aa veryvery substantialsubstantial amounamountt ofof growthgrowth InIn dledle lastlast couplecouple ofof yearsyears.. 
duedue toto thethe lacklack ofof serYieesserYiees .,., tiletile FingerFinger LakesLakes regionregion,, asas weweii asas thethe mimissionssion 0/0/ IheIhe organizationorganization 
\0\0 S6I'I8S6I'I8 IUralIUral communitiescommunities.. ThisThis growthgrowth hashas beenbeen cmetycmety monitoredmonitored.. TheThe BoalllBoalll 0101 Direc1onDirec1on,, 
andand nmlnml llmportan1lymportan1ly,, thethe FInFInanceance CommitteeCommittee ofof dledle BoardBoard /\as/\as beenbeen woOOngwoOOng withwith lielie FltlantIlFltlantIl 
stall'lOstall'lO continuecontinue 1010 delineatedelineate !he!he segregaliorlsegregaliorl ofof duUesduUes asas wewe havehave growngrown ,, InIn thethe OIGOIG reportreport itit 
isis statedstated thatthat ononee FongelFongel LakesLakes employeeemployee h~h~ controlcontrol 0101 transferringtransferring fundsfunds betweenbetween bankbank 
81XXlO.\1ts,81XXlO.\1ts, .,., ~tion~tion 1010 otherother fin<Jlcialfin<Jlcial duties.duties. TThaihai employeeemployee diddid ttransferansfell furodsfurods betweenbetween bankbank 
81XXlO.\11s81XXlO.\11s 1010 makemake supervisorsupervisor approvedapproved paymentspayments onon thethe lineline ofof credit.credit. ThisThis pefSOI'IpefSOI'I ,ojas,ojas /lOI/lOI 
ableable toto traIlSlartraIlSlar anyany f1.wldsf1.wlds fromfrom IhfIIhfI onlineonline bankbank iJCCC'JntsiJCCC'Jnts \1:1\1:1 anyany alheralher lICCQUItlICCQUIt AIAI tansac1ionstansac1ions 
thatthat otClI'otClI' 1010 movemove fundsfunds toto paypay downdown ourour linlineeofof credcrediitt areare authorire:lauthorire:l byby IheIhe CEO.CEO. 
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ProcuremProcuremeentnt PrPrICtictl:ICtictl: FIOgeI"FIOgeI" LakesLakes doesdoes followfollow ItsIts ownown policiespolicies fOffOf ptOCUremenptOCUrementt 0011goodsgoods.. 'NtIen'NtIen 
AngerAnger LakesLakes mademade !he!he decisiondecision toto seekseek thethe bestbest EHREHR syssysttemem forfor thethe practicepractice,, aacommilteecommiltee waswas 
establestabliishedshed toto reviewreview variovariousus systemssystems andand decKledecKle whichwhich 'tYOU1d'tYOU1d workwork forfor ouourr purposespurposes.. AfterAfter lookinglooking al3al3 
distinctdistinct systemssystems,, thethe decisiondecision waswas mademade toto purchasepurchase EECtinicalCtinical WoosWoos (ECW)(ECW).. ThisThis EHREHR systemsystem isis aa 
propriepropriettaryary itemitem.. FingerFinger LLakesakes waswas nolnol ableable toto gelgel 33bidsbids onon thisthis systemsystem asas onlyonly llhehe companycompany thaithai makesmakes 
EECWCW,, sellssells it.it. TThehe BoardBoard ofof Director'sDirector's diddid diSCtJssdiSCtJss andand makemake thethe finalfinal decisiondecision toto purchasepurchase thethe EEHRHR 
systemsystem.. TThehe soIsoIee-soorce-soorce purchasepurchase ofof ECECWWquolequole waswas givangivan toto thethe BoBoardard ofof DirectorsDirectors toto reviewreview,, andand thethe 
BoardBoard votedvoted toto approveapprove lhelhe purchase,purchase, andand signedsigned offoff 0000 thethe checkschecks thatthat paidpaid forfor thethe system.system. TheThe fafailureilure toto 
properlyproperly documentdocument thethe votevote iinn thethe minutesminutes ooff ththee BoardBoard ofof DirectorDirector meetingmeeting waswas acknowledgedacknowledged byby 22 BoardBoard 
membersmembers toto thethe OIGOIG auditorsauditors.. TheThe BoardBoard ofof Directo~sDirecto~s hashas mademade aachangechange 1111 howhow itsits businessbusiness isis 
ddocumenocumentedted .. 

Whlltleb!OwtrWhlltleb!Owtr ProcHIProcHI :: FingerFinger LakesLakes hashas mademade oneone changechange onon thethe Whls6eblowerWhls6eblower PoHcyPoHcy.. FingerFinger LakesLakes 
ddoesoes havehave anan adeqadequuateate whislleblowerwhislleblower polpolicicyy inin itsits personnelpersonnel policiespolicies thatha tt isis givengiven toto everyevery employeeemployee 
anannunually.ally. TheThe OIGOIG audaudiitorstors tok1tok1 FFingingeerr LakesLakes thatthat whatwhat waswas lackinglacking onon thethe whistleblowerwhistleblower poticypoticy waswas aa 
federalfederal contactcontact nnumumberber foremployeesforemployees toto referencereference inin addadditionition toto thethe contaccontactt IInformationnformation thaithai waswas alreadyalready 
onon ouourr policypolicy.. AA federalfederal authorityauthority cocontactntact hhasas beenbeen addedadded toto thethe FingerFinger LLakesakes WhWhiistleblowerstleblower policypolicy.. 

InInventoryventory RRICICard.ard.:: FlflQerFlflQer LakesLakes hashas mademade aachangechange onon ~s~s inventoryinventory systemsystem.. WeWe havehave addedadded thethe 
informationinformation recommendedrecommended byby thethe OIGOIG auditors.auditors. 

SincerSincerely,ely, 

M¥yM¥y ZZelelaznaznyy,, CCEEOO 
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