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We have reviewed the audit report prepared by Crowe Chizek and Company, LLC, [ndependent
Public Accountants, for the period January 1, 2007 to December 31, 2007. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the Independent
Public Accountants’ opinion, the financial statements included in the report present fairly the financial condition
of the Eche Community Health Care, Inc., as of December 31, 2007, and the results of its operations for the
period then ended, on the basis of accounting described in the report.

The Independent Public Accountants’ report is filed with this letter in our office as a matter of public
record.

We call your attention to the finding in the report. Page 18 contains one current audit finding.
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Crowe

Crowe Chizek and Company LLC
hember Horvath Interpational

REPORT OF INDEPENDENT AUDITORS

Board of Directors
ECHO Community Health Care, Inc.
Evansville, IN

We have audited the accompanying balance sheets of ECHO Community Health Care, Inc. ("Center") as
of December 31, 2007 and 2006, and the related statements of operations, changes in net assets and cash
flows for the years then ended. These financial statements are the responsibility of the management of
ECHO Community Health Care, Inc. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generaily accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial staiement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of ECHO Community Health Care, Inc. as of December 31, 2007 and 2006, and the
changes in its net assets and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Governmental Auditing Standards, we have also issued our report dated April 9, 2008,
on our consideration of the Center's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governmental Auditing Standards and should be considered in assessing the results of our

audit.

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedule of expenditures of federal awards required by US. Office of
Management and Budget Circular A-133, Audits of States, Local Governinents, and Non-Profit Organizations,
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audits of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the

basic financial statements taken as a whole.
Once il ] By, 22

Crowe Chizek and Company LLC
Indianapolis, Indiana
April 9, 2008




ECHO COMMUNITY HEALTH CARE, INC.
BALANCE SHEETS
December 31, 2007 and 2006

ASSETS
Current assets

- Cash and cash equivalents

Investments

Patient accounts receivable, net of allowance for
uncollectble accounts: 2007 - $155,996; 2006 -

$114,156

Estimated amounts due from Medicaid

Grants receivable
Inventory

Prepaid expenses and other
Total current assets

Property and equipment, at cost
Leasehold improvements

Equipment Medical

Equipment Office
Computers
Furniture
Vehicles

Less accumulated depreciation

Total assets

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable
Medicaid payable
Deferred Revenue
Accrued Vacation
Accrued Payroll
Accrued expenses

Total current liabilities

Net assets
Unrestricted

Total liabilities and net assets

2007 006
$ 534640 $ 604,884
1,046,817 902,018
160,302 151,219
75,963 28,988
59,522 130,725
10,870 12,187
40,244 39,638
1,928,358 1,869,659
562,774 552,999
148,387 133,775
94,150 94,150
131,854 131,854
31,606 28,152
20,274 20,274
989,045 961,204
762,739 669,408
226,306 201,796
$ 2,154,664 $ 2,161.455
$ 66753 $ 54,295
- 43,683
10,038 20,108
70,359 61,061
141,478 120,619
42,958 40,902
331,586 340,668
1,823,078 _ 1,820,787
$ 2154664 $ 2,161,455

See accompanying notes to financial statements.



ECHO COMMUNITY HEALTH CARE, INC.

STATEMENTS OF OPERATIONS
Years ended December 31, 2007 and 2006

Unrestricted revenue, gains and other support
Support
Federal grants
State grants
Local grants
Local grants - Welborn
United Way
Gifts in kind

Net patient service revenue
Fundraising
Interest and dividends
Bad debt recovery
Other
Total unrestricted revenues, gains and other support

Expenses
Salaries and wages
Employee benefits
Supplies
Equipment repairs, maintenance, leases, small purchases
Contractual
Training and travel
Building
Office
Pharmacy
Depreciation
Other

Total expenses

Increase in unrestricted net assets

2007 2006
$ 1,608,573 $ 1,574,573
607,440 529,622
89,634 91,282
190,001 344,000
113,961 109,074
365,845 287,234
2,975,454 2,935,785
1,508,701 1,385,409
27,971 7,317
60,826 51,428
2,954 3,547
63,039 75,225
4,638,945 4,458,711
2,952,944 2,811,002
416,040 474,268
134,680 143,945
16,805 36,687
491,661 429,085
17,638 17,190
160,564 162,552
67,574 68,134
78,610 63,369
93,332 91,685
206,806 151,30
4,636,654 4,449,218
$ 2291 § 9493

See accompanying notes to financial statements.



ECHCO COMMUNITY HHEALTH CARE, INC,
STATEMENTS OF CHANGES IN NET ASSETS
Years ended December 31, 2007 and 2006

2007 2006
Net assets, beginning of year $ 1,820,787 $ 1,811,294
Increase in unrestricted net assets 2,291 9,493
Net assets, end of year $ 1,823,078 $ 1,820,787

See accompanying notes to financial statements.



ECHO COMMUNITY HEALTH CARE, INC,
STATEMENTS OF CASH FLOWS
Years ended December 31, 2007 and 2006

Cash flows from operating activities
Increase in net assets $
Adjustments to reconcile increase in net assets to net cash
provided by operating activities

2,291 $ 9493

Depreciation 93,332 91,685
Provision for bad debis 155,996 114,156
Changes in
Patient accounts receivable, net {165,079) (158,741)
Estimated amounts due from Medicaid (46,975) 9,291
Grants receivable 71,203 78,654
Inventory 1,317 (5,042}
Accounts payable and accrued expenses 988 (1,859)
Prepaid expenses and other current assets (606) 1,677
Deferred revenue (10,0703 12,608
Net cash provided by operating activities 102,397 151,922
Cash flows from investing activities
Purchase of property and equipment (27,842) (60,473)
Purchase of certificates of deposit (144,799) __(345,789)
Net cash used in investing activities (172,641) __ {406,262)
Change in cash and cash equivalents (70,244)  (254,340)
Cash and cash equivalents, beginning of year 604,884 859,224

Cash and cash equivalents, end of year

$_ 534640 $ 604,884

See accompanying notes to financial statements.



ECHO COMMUNITY HEALTH CARE, INC,
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE1- NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Nature of Operations: ECHO Community Health Care, Inc. ("Center") primarily earns
revenues by providing prenatal, pediatric and adult medical services to residents in the
Southwest Indiana area. The Center is a Federally Qualified Health Center ("FQHC"} and has
been recognized as tax exempt pursuant to Section 501(c)(3) of the Internal Revenue Code.

Use of Estimates: The preparation of f{inancial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Estimates include allowances for adjustments included in net
patient service revenue and receivables, useful lives of fixed assets, and estimated Medicare
and Medicaid settlements.

Industry: The Center derives a significant portion of its revenue from third-party payer
programs. The receipt of future revenues by the Center is subject to, among other factors,
federal and state policies affecting the health care industry, economic conditions that may
include an inability to control expenses in periods of inflation, increased competition, market
pressures on premium rates and other conditions which are impossible to predict.

Cash_and Cash Equivalents: The Center considers all cash and short term investments with
original maturities of three months or less to be cash and cash equivalents. At
December 31, 2007 and 2006, the Center's cash accounts exceeded federally insured limits,

Patient Accounts Receivable: Patient accounts receivable are stated at net realizable amounts
from patients, third-party payers and others for services rendered. The patient population of
the Center consists primarily of homeless and low income individuals or families, most of
whom qualify for service according to federal income levels for zero payment or a substantially
reduced payment. The Center provides an allowance for doubtful accounts, which is based
upon a review of outstanding receivables, historical collection information and existing
economic conditions. Patient accounts receivable are ordinarily due upon receipt of the
invoice. Balances past duec more than 120 days are considered delinquent, Delinquent
receivables are written off based on individual credit evaluation and specific circumstances of
the patient or third-party payer. Interest is not charged on past due accounts.

Supplies: Supply inventories are stated at the lower of cost, determined using the first-in, first-
out (“FIFO”) method or market. Supply inventories consist of pharmaceutical supplies.

Investments: Investments consist of certificates of deposit with a maturity date in excess of
three months. Investments are recorded at their fair values at December 31, 2007 and 2006.




ECHO COMMUNITY HEALTH CARE, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Property and Equipment: Property and equipment are depreciated on a straight-line basis over
the estimated useful life of each asset. Leasehold improvements are depreciated over the
shorter of the lease term or their respective estimated useful lives.

Donations of property and equipment are reported at fair value as an increase in unrestricted
net assets unless use of the assets is restricted by the donor. Monetary gifts that must be used
to acquire property and equipment are reported as restricted support. The expiration of such
restrictions is reported as an increase in unrestricted net assets when the donated asset is placed
in service.

Net Patient Service Revenue: Net patient service revenue is reported at the estimated net
realizable amounts from patients, third-party payers and others for services rendered,
including estimated retroactive adjustments under reimbursement agreements with third-party
payers. Retroactive adjustments are accrued on an estimated basis in the period the related
services are rendered and adjusted in future periods as final settlements are determined.

The Center has agreements with third-party payers that provide for payments to the Center at
amounts different from its established rates. These payment arrangements include:

Medicare: Services rendered to Medicare program beneficiaries are reimbursed under a
cost reimbursement methodology subject to a maximum cost per visit. The Center is
reimbursed at tentative rates for Medicare with final settlement determined after
submission of an annual cost report by the Center and an audit thereof by the Medicare
fiscal intermediary. Retroactive adjustments are accrued on an estimated basis in the
period the related services are rendered and adjusted in future periods as final settlements
are determined.

Medicaid: The Center has been reimbursed for services rendered to state-sponsored
Medicaid beneficiaries on a prospective payment basis, and additional settlements will be
made on the difference between the interim rates paid and the final prospective payment
rate, No additional settlement will be made on the difference between the interim rates
paid and actual costs. Adjustments are accrued on an estimated basis in the period the
related services are rendered and adjusted in future periods as final settlements are
determined.

Approximately 49% and 53% of net patient service revenue (16% and 17% of total revenues for
2007 and 2006) are from participation in the Medicare and state-sponsored Medicaid programs
for the years ended December 31, 2007 and 2006. Laws and regulations governing the Medicare
and Medicaid program are complex and subject to interpretation and change. As a result, it is
reasonably possible that recorded estimates will change materially in the near term.




ECHO COMMUNITY HEALTH CARE, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

The Center has also entered into payment agreements with certain commercial insurance
carriers, health maintenance organizations and preferred provider organizations. The basis for
payment to the Center under these agreements includes prospectively determined rates per
procedure and/ or discounts from established charges.

During the years ended December 31, 2007 and 2006, the Center recognized approximately
$4,662 and $26,398, respectively, in revenue relating to final settlements and retroactive
adjustments for previously filed Medicare and Medicaid cost report. In 2007, the 2005 Medicaid
cost report was settled as well as the 2006 Medicare cost report. The effect of these adjustments
was to increase net patient service revenue in the years ended December 31, 2007 and 2006,
respectively.

Charity Care: The Center provides care without charge or at amounts less than its established
rates to patients meeting certain criteria under its charity care policy. Charity care is not
reported as revenue. Charges deducted in arriving at net patient service revenue under the
Center's charity care policy were $1,748,676 and $1,323,426 for 2007 and 2006, respectively.

Contributions: Unconditional promises to give cash and other assets are accrued at estimated
fair value at the date each promise is received. The gifts are reported as either temporarily or
permanently restricted support if they are received with donor stipulations that limit the use of
the donated assets. When a donor restriction expires, that is, when a stipulated time restriction
ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified as
anrestricted net assets and reported as an increase in unrestricted net assets. Donor-restricted
contributions whose restrictions are met within the same year as received are reported as
unrestricted contributions. Receipts of contributions which are conditional are reported as
liabilities until the condition is eliminated or the contributed assets are returned to the donor.
The Center had no temporarily or permanently restricted net assets on December 31, 2007 and
2006.

Contributed Services: Contributions of services are recognized as revenue at their estimated
fair value only when the services received create or enhance nonfinancial assets or require
specialized skills possessed by the individuals providing the service and the service would
typically need to be purchased if not donated. Contribution revenue recognized from
contributed services consisted of:

Area hospitals providing lab, x-ray and ancillary
services $ 365845 $ 287,234




ECHO COMMUNITY HEALTH CARE, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE 1-NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Income Taxes: The Center is exempt from income taxes under Section 501(c)3 of the Internal
Revenue Code and a similar provision of Indiana law. However, the Center is subject to federal
income tax on any unrelated business taxable income.

Reclassifications: Certain reclassifications have been made to the 2006 financial statements to
conform to the 2007 financial statement presentation. These reclassifications had no effect on
the change in net assefs.

Concentration of Credit Risk: The Center grants credit without collateral to its patients, most of
whom are area homeless and low income individuals or families and are insured under third-
party payer agreements. The mix of receivables from patients and third-party payers at
December 31, 2007 and 2006 was:

2007 2006
Medicare 15 % 11 %
Medicaid 13 29
Commercial 19 15
Sliding fee 31 26
Other 22 19

100 % 100 %

The Center maintains a substantial portion of its cash and cash equivalents in two local
financial institutions.

United States Government Revenue: Approximately 35% of the Center's revenue for the year
ended December 31, 2007 (35% in 2006) was from grants from the United States Government
received either directly or by pass-through from another entity and renewable annually at the
Government's option. Approximately 35% of the Center's revenue was provided by a US.
Department of Health and Human Services Urban Health Initiative grant for the years ended
December 31, 2007 and 2006, respectively. As of March 2007, the Federal grant project period
had been renewed for five years, with the budget period being renewed for one year.




ECHO COMMUNITY HEALTH CARE, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE 2 - FUNCTIONAL EXPENSES

The Center provides general health care services to residents within its geographic area.
Expenses related to providing these services are as follows:

2007 2006
Health care services $ 3,958,590 $ 3,800,826
General and administrative 677,587 647,764
Fundraising 477 628

$ 4,636,654 $ 4449218

NOTE 3 - OPERATING LEASES

Noncancelable operating leases for outpatient offices and office equipment expire in various
years through 2011. These leases generally contain renewal options for periods ranging from
one month to five years and require the Center to pay all executory costs (property taxes,
maintenance and insurance). Rental expense for these leases included in the statement of
operations was $86,942 and $83,104 for the years ended December 31, 2007 and 2006,
respectively.

Future minimum lease payments at December 31, 2007 were:

2008 $ 54518
2009 14,086
2010 6,000
2011 3,000

Future minimum lease payments $ 77,604

NOTE 4 - MEDICAL MALPRACTICE CLAIMS

As an FQHC, the Center is covered for medical malpractice risks under the Federal Tort Claims
Act. Accounting principles generally accepted in the United States of America require a health
care provider to accrue the expense of its share of malpractice claims costs for any reported and
unreported incidents of potential improper professional service occurring during the year by
estimating the probable ultimate cost of the incidents. Based on the Center's claim experience,
no such accrual has been made.

10.



ECHO COMMUNITY HEALTH CARE, INC.
NQOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE 5 - PENSION PLAN

The Center has a 403(b) defined-contribution pension plan covering substantially all
employees. In addition, the Center adopted a Simplified Employee Pension plan (SEF} in 2004,
The Board of Directors annually determines the amount, if any, of the Center's contributions to
the plans. Pension expense was $15,795 and $19,574 for 2007 and 2006, respectively.

NOTE 6 - SUBSEQUENT EVENT

In February 2008, the Center was awarded a grant totaling $455,000 from the Indiana State
Department of Health. The primary purpose of the grant is to aid the Center in both,
purchasing land for the purpose of constructing a new health clinic building as well as aid in
the construction of that building,

The Center also received an additional grant from a local foundation totaling approximately
$405,000 which is to be used for various capital expenditures related to the construction of new
facilities in 2008.

11.
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ECHO COMMUNITY HEALTH CARE, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended December 31, 2007

Federal Pass-Through

Federal Grantor/ CFDA Grant
Program Title Number Number Expenditures

Community Health Centers
U.S. Department of Health and Human
Services 93.224 H27CS03295 $ 1,608,573

Supportive Housing Program
Housing and Urban Development/Evansville

Department of Metropolitan Development 14.235  IN3B102003 53,162
Total Federal Expenditures $ 1661735

12.



ECHO COMMUNITY HEALTH CARE, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended December 31, 2007

NOTE1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the Center for the year ended December 31, 2007 and is presented on the accrual
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of the financial statements.

No federal awards were provided to subrecipients.

13.



Crowe

Crowe Chizek and Company LLC
Member Honwath International

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Directors
ECHO Community Health Care, Inc.
Evansville, IN

We have audited the financial statements of ECHO Community Health Care, Inc. ("Center") as
of and for the year ended December 31, 2007, and have issued our report thereon dated the
same date as this report. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government. Auditing Standards, issued by the Comptroller General of the

United States,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Center's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Center's internal control over financial reporting, Accordingly, we do not
express an opinion on the effectiveness of the Center's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstalements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the Center's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Center's financial statements that is more than inconsequential will not be
prevented or detected by the Center's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Center's internal control.

QOur consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material weaknesses.

14.



We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above; however, we identified a significant
deficiency related to the approval of journal entries which is discussed further in the Schedule
of Findings and Questioned Costs as item 07-1. We also noted other matters which we reported
to management in a letter dated April 9, 2008.

Compliance and Other Maiters

As part of obtaining reasonable assurance about whether the Center's financial statements are
free of material misstatement, we performed tests of its compliance with cerlain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of the governing body, management
and federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Ooce Kol onf Gypa, 26

Crowe Chizek and Company LLC

Indianapolis, Indiana
April 9, 2008
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Crowe Chizek and Company LLC
Member Honwvath Internationa!

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND INTERNAL CONTROL
OVER COMPLIANCE WITH REQUIREMENTS APPLICABLE TO MAJOR FEDERAL
AWARDS PROGRAM

Board of Directors
ECHO Community Health Care, Inc.
Evansville, IN

Compliance

We have audited the compliance of ECHO Community Health Care, Inc. ("Center") with the
types of compliance requirements described in the U. S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable lo its major federal program for
the year ended December 31, 2007, The Center's major federal program is identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable
to its major federal program is the responsibility of Center's management. Our responsibility is
to express an opinion on the compliance of ECHO Community Health Care, Inc. based on our

audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and materjal effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Center's compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion, Our
audit does not provide a legal determination of the Center's compliance with those
requirements,

In our opinion, ECHO Community Health Care, Inc. complied, in all material respects, with the
requirements referred to above that are applicable to its major federal program for the year
ended December 31, 2007.

16.



Internal Control Over Compliance

The management of ECIHHO Community Health Care, Inc, is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered ECHO Community Health Care, Inc.'s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Center's
internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A siguificant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants that would be material in relation to a
major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal
control.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended for the information and use of the governing body, management and
federal awarding agencies and pass through entities and is not intended to be and should not
be used by anyone other than these specified parties.

e Ol e B, 21

Crowe Chizek and Company LLC
Indianapolis, Indiana
April 9, 2008
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ECHO COMMUNITY HEALTH CARE, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended December 31, 2007

Section I - Summary of Auditors' Results:

(a) Type of report issued on the financial statements: Unqualified
(b) Significant deficiencies in internal control were disclosed

by the audit of the financial position: 07-1

Material weaknesses in internal control: None reported
{(c) Noncompliance, which is material to financial statements: None reported
(d) Significant deficiencies in internal control over major programs: None reported

Material weaknesses in internal control over major programs: None reported
(e) Type of report issued on compliance for major programs: Unqualified

()  Any audit findings that are required to be reported under
Section 510(a) of OMB Circular A-133: None

(g) Major programs:
Community Health Centers (CFDA #93.224)

(h) Dollar threshold used to distinguish between Type A and
Type B programs: $300,000

(i) Auditee qualified as a low-risk auditee under Section 530 of
OMB Circular A-133: No

Section II - Findings Related to the financial statements Reported in Accordance with
Government Auditing Standards:

07-1 Approval of Journal Eniries:

Condition and Criteriz: We noted during our audit of the financial statements that there is no
written approval policy for general journal entries. Additionally, management does not
require the preparer to sign general journal entries, once prepared, nor is there a documented
sign-off on reviewed entries.

Cause and Effect: The cause of the above condition is related to a lack of documented process
regarding general journal eniry preparation and review,

Recommendation: We recommended that management implement a formal review and
approval process for all general journal entries. This process should include the physical sign-
off on reviewed and approval journal entries.

Response: Management has noted the lack of documented review process and has noted that it
will begin to document the review of all general journal entries, via a physical sign-off.

Questioned Costs: $0
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ECHO COMMUNITY HEALTH CARE, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended December 31, 2007

Section I - Findings and Questioned Costs Relating to Federal Awards:

None reported

Section IV - Prior Audit Findings:

There were no audit findings related to 2006.
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