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TODAY'’S PRESENTER

Dianne K. Pledgie

Partner
dpledgie@feldesman.com

Dianne advises health centers on implementing effective
compliance programs and on addressing top compliance
risk areas. A former compliance officer at a health center,
she understands the challenges that health centers face in
achieving and maintaining compliance.

Dianne also advises health centers and other organizations
on patient privacy and confidentiality, including the HIPAA
Privacy Rule and 42 CFR Part 2. She has experience
responding to privacy and security incidents, notifying
patients and the government, and creating corrective
action plans.
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DISCLAIMER

These materials have been prepared by the attorneys of Feldesman
Leifer LLP. The opinions expressed in these materials are the views
of Feldesman Leifer LLP and not necessarily the views of the
federal government, any state government or of any other
organization or person.

The materials are being issued with the understanding that the
authors are not engaged in rendering legal or other professional
services. If legal assistance or other expert assistance is required,
the services of a competent professional with knowledge of your
specific circumstances should be sought.
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NON-PROFIT LAWS AND REGULATIONS

ARTICLE 7
DIRECTORS AND OFFICERS
Section 781. Board of directors.
7az. Number of directors.
7e3. Election and term of office of directors; alternates.
74, Classification of directors.
7@5. Mewly created directorships and wvacancies.
706. Removal of directors.
787. Quorum of directors.
788.  Action by the board.
789. Greater requirement as to quorum and vote of directors.

718. Place and time of meetings of the board.
711. Motice of meetings of the board.

712. Executive committee and other committees.
712-a. Audit oversight.

713. officers.

714. Removal of officers.

715.  Related party transactions.

715-a. Conflict of interest policy.

715-b. Whistleblower policy.

716. Loans to directors, officers and key persons.

717. Duty of directors, officers and key persons.

718. List of directors, officers and key persons.

719. Liability of directors in certain cases.

728.  Actions against directors, officers and key persons.

72@-a. Liability of directors, officers, trustees and key
persons.

721.  Monexclusivity of statutory provisions for
indemnification of directors and officers.

722.  Authorization for  indemnification of directors and
officers.

723.  Payment of indemnification other than by court award.

724. Indemnification of directors and officers by a court.

725.  Other provisions affecting indemnification of directors

and officers.
726. Insurance for indemnification of directors and officers.

e New York Not-For-Profit Corporation (NPC) Law Article 7

cheanys.org
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NON-PROFIT LAWS AND REGULATIONS

§ 717. Duty of directors, officers and key persons.

(a) Directors, officers and key persons shall discharge the duties of
their respective positions in good faith and with the care an ordinarily
prudent person 1in & like position would exercise under similar
circumstances. The factors set forth in subparagraph one of paragraph
() of section 552 (5tandard of conduct in managing and dinvesting an
institutional fund), if relevant, must be considered by a governing
board delegating investment management of institutional Ffunds pursuant
to section 514 (Delegation of investment management) For purposes of
this paragraph, the term institutional fund is defined in section 551
(Definitions).

(b)) In discharging their duties, directors, officers and key persons,
when acting in good faith, may rely on information, opinions, reports or
statements including financial statements and other financial data, in
each «case prepared or presented by: (1) one or more officers or
employees of the corporation, whom the director believes to be reliable
and competent in the matters presented, (2) counsel, public accountants
or other persons as to matters which +the directors, officers or key
persons believe to be within swch person's professional or expert
competence or (3) a committee of the board upon which they do not serve,
duly designated in accordance with a provision of the certificate of
incorporation or the bylaws, as to matters within its designated
authority, which committee the directors, officers or key persons

§ believe to merit confidence, so long as in so relying they shall be

acting in good faith and with that degree of care specified in paragraph
(a) of this section. Persons shall not be considered to be acting in
good faith if they have knowledge concerning the matter in question that
would cause such reliance to be unwarranted. Persons who so perform
their duties shall have no liability by reason of being or having been
directors, officers or key persons of the corporation.

NPC § 717
<
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FIDUCIARY DUTIES

] Duty of Care | Duty of Loyalty "] Duty of Obedience
The level of care Undivided Observance of, and
that an ordinarily allegiance to the faithfulness to, the
prudent person organization when organizational
would exercise in a making decisions mission
like position under affecting the
like circumstances organization
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FIDUCIARY DUTIES

In re Caremark International Inc. Derivative Litigation: A
Board’s failure to adopt a Compliance Program may
constitute a breach of fiduciary duties

A director has a duty to attempt in good faith to assure:

« An information and reporting system exists

* The system is adequate to assure the Board that
appropriate information as to compliance with
applicable laws will come to its attention in a timely
manner as a matter of ordinary operations

p,
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OMIG'S DEFINITION OF EFFECTIVE COMPLIENCE
PROGRAM

An “effective compliance program” [...] is adopted and implemented by
the provider that, at a minimum, satisfies the compliance program
requirements, and that is designed to be compatible with the provider’s
characteristics. Being compatible with the provider’s characteristics
means that the compliance program:

1. is well-integrated into the company’s operations and supported by the
highest levels of the organization, including the chief executive, senior
management, and the governing body;

2. promotes adherence to the provider’s legal and ethical obligations;
and

. iIs reasonably designed and implemented to prevent, detect, and
correct non-compliance with Medicaid program requirements,
including fraud, waste, and abuse most likely to occur for the
provider’s risk areas and organizational experience.

OMIG Compliance Program Guidance: https://omig.ny.gov/compliance/compliance-library
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POTENTIAL CONSEQUENCES OF NOT HAVING AN
EFFECTIVE COMPLIANCE PROGRAM

A provider [...] is potentially exposed to increased operational,
reputational, service, and audit risks, as well as sanctions and the
repayment of identified Medicaid overpayments. These consequences
may include:

1. Monetary penalties up to $5,000 for each month that a provider fails to
adopt, implement, and maintain an effective compliance program. For
a second violation, this amount may increase to $10,000 per month.

2. Recoupment of monies paid to the provider during the period in which
it did not have a compliance program.

. Termination of the provider’s enrollment in the Medicaid program.

. Sanctions, up to and including exclusion from participation in the
Medicaid program.
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to written policies:

 Receive, review and acknowledge all applicable
written policies. (18 NYCRR § 521-1.4(a)(2))
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to the compliance officer:

 Receive, review and respond to quarterly reports from the
compliance officer on the progress of adopting,
implementing and maintaining the compliance program.
(18 NYCRR §521-1.4(b)(1)(iv))

 Ensure the compliance officer is allocated sufficient staff
and resources to satisfactorily perform their responsibilities
for the day-to-day operation of the compliance program
based on the required provider’s risk areas and
organizational experience. (18 NYCRR § 521-1.4(b)(4))

« May approve a resolution or otherwise receive updates on
2 the appointment of the compliance officer.
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to the compliance committee:

from the compliance committee. (18 NYCRR § 521- e

 Receive, review and respond to quarterly reports
1.4(c)(3))

N SN
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to compliance program training and
education: e
« Complete compliance program training, either
annually or as part of orientation. (18 NYCRR 8§
521-1.4(d)(2))

N SN
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to disciplinary standards:
* Develop, maintain and enforce disciplinary e

standards for the governing body (bylaws,
procedures, etc.). (18 NYCRR 8§ 521-1.4(f)(1)

N SN
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BOARD OF DIRECTORS: RESPONSIBILITIES

Related to auditing and monitoring:

 Receive, review and respond to results of:

- Internal and external audits. (18 NYCRR 8 521-
1.4(g)(1)(ii))

- Annual compliance program review. (18 NYCRR
8 521-1.4(g)(2)(iv))

N SN
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PROGRAM REPORTING TO BOARD: OVERVIEW

Quarterly Compliance | Quarterly Compliance
Officer Reports Committee Reports

{ The Board }

Results of Internal & Results of Annual
External Audits Program Review

Feldesman Leifer LLP. © 2025 All rights reserved. | Feldesman.com 19



ALLOCATING RESOURCES

Effective
Compliance
Operations

Compliance
Program

The Board

* Ensure sufficient
program staff and
resources

+ Ongoing compliance

responsibilities
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BOARD OF DIRECTORS: CHECKLIST

O Receive, review and respond to reports from:
o Compliance officer: At least quarterly
o Compliance committee: At least quarterly
o CEO and other senior leaders

 Receive, review and respond to results of internal and
external audits, including:

o Audits of identified risk areas

o Annual compliance program review

Ensure compliance officer is allocated sufficient staff and
resources to satisfactorily perform responsibilities for the
day-to-day operation of the compliance program
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Dianne K.
Pledgie

dpledgie@feldesman.com
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Washington, DC

1129 20th Street, NW
Suite 400

Washington, DC 20036
P: 202.466.8960
training@feldesman.com

Sacramento, CA

400 Capitol Mall

Suite 2580

Sacramento, CA 95814
P:916.500.0755
training@feldesman.com

FELDESMAN

TRAINING SOLUTIONS



Thank you!

COMMUNITY

HEALTH CARE

ASSOCIATION
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