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The Mission of the Bureau of Primary Health Care (BPHC)
Is to iIncrease access
to comprehensive primary and preventive health care and

to improve the health care status of underserved and
vulnerable populations. The BPHCs Health Center
Program is an essential element in support of the
Mission.
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OVERVI EW

Thi s docunent descri bes expectations of entities funded by
the Bureau of Primary Health Care (BPHC) under section 330 of the
Public Health Service Act as anmended by the Health Centers
Consol idation Act of 1996. All health centers authorized to
receive grants under section 330 are covered by these
expectations including conmunity health centers providing care to
di verse underserved popul ations - section 330 (e); those serving
m gratory and seasonal farmworkers and their famlies - section
330 (g); those serving honel ess peopl e including honel ess
children - section 330 (h); and those serving residents of public
housi ng - section 330 (i). The expectations also apply to
school - based health centers funded through the Healthy School s,
Heal thy Communities program Federally Qualified Health Center
(FQHC) | ook-alikes, by definition nmust neet the requirenments for
health centers under section 330. Thus, they are governed by
t hese expectations to the sane extent as health centers, subject
to any waivers. Mgrant Voucher Prograns are not covered by the
expect at i ons.

The term Aealth center @i s used throughout the Program
Expectations to refer to all the diverse types of organizations
and prograns covered by the various subsections of section 330,
i ncl udi ng organi zations funded to serve m grant and seasonal
agricultural workers, the honeless, and residents of public
housi ng. The expectations enphasize the simlarities but
recogni ze the differences anong health centers. There is no
Amdel @heal th center, yet all health centers share many
attributes including: their mssion to provide primary and
preventive health services to underserved popul ati ons, while
wor ki ng with constrained resources; the inperative to naintain
strong | eadership, finances and infrastructure in order to adapt
and survive the challenges of a transform ng health care
environment; and the delivery of high quality clinical services
whi ch have a denonstrated i npact on health outcones. Health
centers have been a critical conmponent of our country=s health
care safety net for nore than 30 years and will continue to be
essential for the foreseeable future. The Program Expectations
are intended to ensure that health centers not only survive but
thrive as they nove into the twenty-first century.
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The_Program Expectations recogni ze that health centers serve
culturally and linguistically diverse popul ations. Sone health
centers receive funding for the specific purpose of providing
services to a distinct underserved popul ati on such as honel ess
peopl e, mgratory and seasonal farmwrkers, or residents of
public housing. The expectations state that all health centers
nmust provide services which are culturally and linguistically
appropriate for the diverse popul ations they serve. Health
centers which receive funding to serve a defined speci al
popul ati on, however, have additional requirenents they nust neet,
and these are identified in the expectations.

The Program Expectations address requirenents of |aw and
regul ation as well as BPHC policies. In general, expectations
whi ch have a basis in law and regulation® are indicated in the
docunent by the word Amst @and nust be met for entities to be
eligible for funds. Expectations that reflect BPHC priorities
and preferences for programfunding or elenents associated with
successful prograns are referred to by Ashoul d@or simlar
wordi ng. In evaluating new and continued fundi ng applications,
consideration will be given to the extent to which applicants
conply with those expectations identified by Ahould@ Most
inmportantly, the expectations highlight aspects of health center
prograns associ ated with success.

The Program Expectations provide the basis for other BPHC
processes and docunents including the grant application
instructions, grant review criteria, and programrevi ews

"Section 330 of the Public Health Service Act (PHS), as anended
by Public Law 104-299, the Health Centers Consolidation Act of 1996

42 CFR Part 51c and 42 CFR Part 56. These regul ations apply
only to health centers funded under sections 330(e) and 330(g) of the PHS Act,
respectively. Wiile health center prograns funded to serve honel ess people or
residents of public housing are not bound by these regul ati ons, these prograns
may wish to | ook to these regul ations for guidance. \Where new provi si ons of
the Health Centers Consolidation Act of 1996 conflict with requirenents

specified in the regul ations, the provisions of the Act take precedence.
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including the Primary Care Effectiveness Review (PCER). Policy

I nformati on Notices (PIN) and Program Assi stance Letters (PAL),
whi ch are issued periodically by the Bureau, provide additional
detail and gui dance on sel ected topics addressed in the
expectations. |In addition, these expectations may be

suppl emented for classes of health centers whose uni que

or gani zati onal / operational style demand that the expectations be
adapted to their way of doing business (i.e., school-based health
centers).

The Program Expectations are conprised of four sections.

Section |., AMssion and Strategy@addresses the inportance of
adapting to health care trends and remaining financially viable,
while fulfilling the essential health center m ssion of providing
preventive and prinmary care services which inprove the health
Section Il., Alinical Program@hi ghlights the services, staffing
and systens which contribute to the provision of high quality
health care. Section Ill., ASovernance@sumarizes the

structure, conposition and responsibilities of health center
governing bodies. Section IV., Ahnagenent and Fi nance@

descri bes the managenent team systens and infrastructure which

| ead and support the health center in the pursuance of its

m ssi on. Because all conmponents work together to nmake a health
center successful, the Program Expectations should be reviewed in
their entirety. However, a table of contents is provided to
assist with reference to a particul ar section.
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M SSI ON AND STRATEGY

A EXPECTATI ON

In order to fulfill the health centers=m ssion of inproving
the health status of underserved popul ations, health centers nust
continue to survive and thrive through health care reforns,
mar ket pl ace changes and advances in clinical care. Health
centers nust assess the needs of underserved popul ati ons and
desi gn prograns and services which are culturally and
linguistically appropriate to those popul ations. They nust
nmeasure the effectiveness and quality of their services and
continuously evolve their prograns to achi eve the greatest
i mpact. They nust operate as efficiently as possible. Health
centers nust collaborate with ot her organi zations, at the sane
time maintaining their integrity as federally-funded health
centers by continuing to fulfill their m ssion, and conplying
wi th applicable |law, regulation and expectations.

B. EXPLANATI ON
1. Under served Popul ati ons

Federal ly funded health centers provide health services to
under served popul ations. This includes all people who face
barriers in accessing services because they have difficulty
payi ng for services, because they have | anguage or cultural
di fferences, or because there is an insufficient nunber of health
pr of essi onal s/resources available in their community.

Under served popul ati ons al so include people who have disparities
in their health status. Sone health centers may focus on

speci fic special popul ations such as honel ess people, mgratory
and seasonal farmwrkers, residents of public housing, or at-risk
school children, while nbst serve a cross-section of the

popul ation in their communities. The specific popul ati on groups
to be served by a health center are defined by that health center
t hrough a process of assessing the needs, resources and
priorities in their comunity.
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For many health centers, the need for services far exceeds
avail abl e resources. Health centers are faced with extrenely
difficult choices regardi ng which underserved popul ati on groups
to serve and/or which needed services to provide. An inclusive
and i nfornmed pl anning process franmes the decisions every health
center nmust nake.

2. Cul turalonpet ency

Health centers serve culturally and linguistically diverse
communities and many serve nultiple cultures within one center.
Al t hough race and ethnicity are often thought to be dom nant
el ements of culture, health centers should enbrace a broader
definition to include |anguage, gender, soci o-econom c status,
sexual orientation, physical and nental capacity, age, religion,
housi ng status, and regional differences. O ganizational
behavi ors, practices, attitudes, and policies across all health
center functions nmust respect and respond to the cul tural
diversity of communities and clients served. Health centers
shoul d devel op systens that ensure participation of the diverse
cultures in their comunity, including participation of persons
with limted English-speaking ability, in prograns offered by the
health center. Health centers should also hire culturally and
linguistically appropriate staff.

3. Strategic Positioning

Signi ficant changes are occurring throughout the country in
the way in which health care is being financed and delivered.
Heal th centers need to understand their health care marketpl ace
and be willing and able to adapt and reposition thenselves to
survive. Understanding the health care narketplace requires
| ooki ng beyond the health centers service area to what is
occurring with key players in the | arger marketpl ace and
identifying opportunities and chall enges for health centers.

a. Pl anni ng

In order to succeed, health centers nust engage in active,
ongoi ng pl anni ng processes. Pl anning should include both | ong
term strategi c planning and annual operational planning.
Strategi c planning should establish |ong termstrategi c goal s.
Oper ational planning focuses on short-term objectives within the
context of the strategic plan.

Page 8



BPHC Policy Information Notice 98-23

Pl anni ng shoul d be based on col |l ecting and anal yzi ng dat a,
as well as on input fromdiverse stakehol ders: health center
governi ng board nenbers, staff at all levels, comunity nenbers,
clients and organi zations involved in providing or paying for
health care in the marketplace. Recipients of funding to provide
services to residents of public housing nmust consult with
residents as part of their planning and grant application
processes.

Pl anni ng shoul d i ncl ude ongoi ng eval uati on, feedback and
adj ust rent based on environnental, operational, or clinical
change. Wiile remaining flexible and allowi ng for response to
new opportunities and pressures, plans should describe the health
centers goals and priorities sufficiently to gui de nenbers of
the organization in strategi c and operati onal deci sion-mnmaki ng.

b. Col |l aboration and Affiliation

Heal th centers nust col |l aborate appropriately with other
health care and social service providers in their area. Such
coll aboration is critical to ensuring the effective use of
limted health center resources, providing a conprehensive array
of services for clients, and gaining access to critical
assi stance and support (e.g. housing, food, jobs). In many
i nstances, health centers may consider nore formal affiliation
opportunities such as contractual relationships, certain types of
joint ventures or nergers. Affiliations are desirable when they
lead to integrated systens of care which strengthen the safety
net for underserved clients.

Heal th centers nmay join other organizations such as ot her
health centers, hospitals, specialty groups and social service
providers to formintegrated delivery systems. An integrated
system may be forned through contractual relationships or
menor anda of agreenent. In these situations, each partner in the
affiliation retains its organi zati onal autonony and integrity and
the health center governing board continues to neet expectations.

In other situations, a new organization may be forned.

Wil e health centers are encouraged to coll aborate with
other entities, they nust ensure that all the |l aws, regul ations
and expectations regarding the health center governing board
menber sel ection, conposition, functions and responsibilities are
protected if the health center wants to retain eligibility for
federal funding. The resulting delivery system nust contribute
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to the desired outconmes of availability, accessibility, quality,
conpr ehensi veness, and coordi nati on.

C. Cost -eff ecti veness/ cost -conpetitiveness

Many decisions in the health care arena are being driven by
econoni ¢ considerations, and it is inperative that health centers
strive to be cost-conpetitive. Al health centers nust be as
ef ficient as possible, understand the costs of the services they
provide, and bring costs in line with other providers in the
mar ket pl ace provi di ng conparabl e services. Health centers should
be able to docunent the value, i.e., cost and quality, of the
services they provide and denonstrate the inpact of their
services on the health and well-being of the communities they
serve.

As part of becom ng cost effective, health centers are
expected to evaluate their managenent and delivery systens in
order to be able to increase efficiency and to naintain
operations in the conpetitive, cost conscious narketpl ace.
Health centers will need to manage the care of their patients in
accordance wth their managed care risk arrangenents and be able
to monitor their financial risk related to nanaged care
contracting requirenents.

4. Needdssessnent

a. Under st andi ng Conmuni ty Needs and Resources

Crafting strategy demands a thorough know edge of the

community and popul ation groups a health center intends to serve.

In order to use limted resources effectively, this requires
bot h an understandi ng of the health care needs of the target
comunity, as well as resources available to neet those needs.
Needs and avail abl e resources shoul d be nonitored on an ongoi ng
basi s and conprehensi vely assessed on a periodic basis, or when
envi ronnment al changes dictate reassessnent.

Al t hough there is no prescribed way to conduct a needs
assessnent, each program should be able to describe: 1) the
geographi ¢ area and/ or popul ati on groups which constitute their
princi pal target population; 2) the characteristics of this
popul ation in terns of age, sex, socioeconom c status, health
i nsurance status, ethnicity/culture, |anguage, health status,
housi ng status and health care utilization patterns; 3)
perceptions of the target popul ation about their own health care
needs and barriers to accessi ng needed services; 4) other
provi ders of health and social services accessible to the
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popul ation; and 5) gaps in services that the health center
proposes to address.

b. Description of Current and Potential Users of Services

Al'l needs assessnents shoul d exam ne both people currently
usi ng services and those in the target popul ati on who are not
usi ng needed services. In order for health centers to be able to
docunent their achievenent of health care outcone goals, health
centers should be able to describe their current clients in terns
of denographics, utilization patterns and health care status.

Heal th centers should not | ose sight of people in their target
popul ati on who are not using needed services. Sonetines, they
have the greatest health needs and require extra effort to bring
into care.

C. Speci al Popul ati ons

All health centers serve diverse popul ati ons and nust
understand the differing needs of these populations. Sonme health
centers receive federal funding designated to serve speci al
medi cal | y underserved popul ati ons includi ng honel ess peopl e,

m gratory and seasonal farmwrkers and their famlies, at-risk
school children, or residents of public housing. For those
health centers receiving federal funding to serve honel ess
peopl e, these funds nay be used to provide services to fornerly
honel ess people for up to twelve nonths after housing has been
obtai ned. Progranms receiving federal funding to serve speci al
popul ati ons must specifically assess needs and resources for

t hese popul ations. Federal grant funds may not be used to
suppl ant other funds or in-kind contributions fromstate and

| ocal sources for centers serving honel ess people or residents of
publ i ¢ housi ng.

Health centers al so serve popul ations with specific health
needs such as those related to HV, pregnancy, nental health or
substance abuse. All health centers nust be able to provide or
arrange for a full spectrumof primary care services. Health
centers serving |arge nunbers of individuals with a particul ar
health care need should specifically assess service needs,
devel op outcone and services goals, and provide or arrange for
access to needed services.

5. Conti nuous Quality Inprovenent and Performance Measurenent

Perf ormance neasurenment and quality inprovenent are critica
el enents for excellence in the health care industry. The
environment is driving the use of data to increase
accountability, support quality inprovenent, facilitate and
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support clinical decisions, nonitor the popul ations health
status, enpower patients and famlies to nmake informed health
care deci sions, and provide evidence to elimnate wast eful
practices. Simlarly, both federal and state governnents are
requiring prograns to docunment performance and inprovenent as a
condition of continued support. All health centers nust have a
qual ity inprovenent systemthat includes both clinical services
and managenent .

Qual ity depends upon the health centers commtnent to its
community and its dedication to quality inprovenent. Quality of
heal th center services also requires effective clinical and
adm ni strative | eadership and functioning clinical and
adm ni strative systenms. The organi zation should support and
establish a | ocus of responsibility, such as an interdisciplinary
quality inprovenent commttee, for the quality inprovenent
program Quality inprovenent activities and results should be
reported to the clinical and nanagenment staff as well as the
gover ni ng board.

Heal th center quality inprovenent systens shoul d have the
capacity to exam ne topics such as patient satisfaction and
access; quality of clinical care; quality of the work force and
wor k environment; cost and productivity; and health status
outcones. In addition, quality inprovenent systens shoul d have
the capacity to measure perfornmance using standard performance
measures and accepted scientific approaches. Centers are
encouraged to establish performance standards in concert with
other health centers serving simlar populations. In analyzing
performance data, health centers should conpare their results
W th other conparable providers at the state and national |evel,
and set realistic goals for inprovenent. Periodic reassessnent
enabl es health centers to neasure progress toward these
i nprovenent goals and respond to advances or changes in clinical
care. Since successful utilization nmanagenent is an effective
means of delivering appropriate services and maxi m zi ng val ue,
quality inprovenment studies addressing utilization nanagenent of
appropriate specialty, pharnmacy, hospital and other services is

key.
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1. CLI NI CAL PROGRAM

A EXPECTATI ON

| mprovi ng heal th status anong underserved popul ations is the
ultimate goal of health center prograns. Health centers nust
have a system of care that ensures access to primary and
preventive services, and facilitates access to conprehensive
heal th and soci al services. Services nust be responsive to the
needs and culture of the target comrunity and/ or popul ations.
Quality of health center services is paranount. Health centers
must have effective clinical and adm ni strative | eadership,
systens and procedures to guide the provision of services, and
ongoing quality inprovenent prograns to ensure continuous
per formance i nprovenent.

B. EXPLANATI ON
1. The System of Care

a. Requi red Servi ces

Heal th centers nust provide required health care services as
described in statute and regulation. All health center prograns
must provide, directly or through contracts or cooperative
arrangenents, basic health services including: primry care;

di agnostic | aboratory and radi ol ogi c services; preventive
services including prenatal and perinatal services; cancer and
ot her di sease screening; well child services; immunizations
agai nst vacci ne-prevent abl e di seases; screening for el evated

bl ood | ead | evels, comuni cabl e di seases and chol esterol; eye,
ear and dental screening for children; famly planning services
and preventive dental services; enmergency nedical and dental
services; and pharmaceutical services as appropriate to a
particul ar health center.

All health centers nust al so provide services which help
ensure access to these basic health services as well as
facilitate access to conprehensive health and social services.
Specifically, health centers nust provide: case managenent
services; services to assist the health centers patients gain
financial support for health and social services; referrals to

ot her providers of nedical and health-rel ated services including
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substance abuse and nmental health services; services that enable
patients to access health center services such as outreach,
transportation and interpretive services; and education of
patients and the comunity regarding the availability and
appropriate use of health services.

Prograns receiving funding to serve honel ess individuals and
famlies al so must provide substance abuse services. Substance
abuse services include treatnent for alcohol and/or drug abuse
and may use a variety of treatnment nodalities such as: non-
hospi tal and soci al detoxification, non-hospital residential
treatment and case nmanagenent and counseling support in the
community. VWile these service requirenents are specific to
prograns receiving funding for this special population, al
health centers are encouraged to ensure access to these services
for all their patients.

Requi red services may be provided by health center staff or
t hrough defined arrangenments wth other individuals or
organi zations. Wen a required service is not provided directly
by health center staff, witten agreenents should be devel oped
speci fying how the service is provided.

b. Addi ti onal Services

Addi tional services may be critical to inprove the health
status of a specific comunity or popul ation group. For exanple,
health centers serving mgratory and seasonal farmwrkers should
provi de prograns whi ch reduce environnmental and occupati onal
risks for farmworkers. Mgrant health centers should be
know edgeabl e of the Environnental Protection Agencys Wrker
Protection Standard and ot her pesticide safety regulations. A
program servi ng honel ess people may decide that the provision of
mental health services is critical to the effective provision of
primary care. Services beyond the required health center
servi ces should be provided based on the needs and priorities of
the community, the availability of other resources to neet those
needs and the resources of the health center.

C. Hospitali zati on and Conti nuum of Care

The focus of health center services is primry and
preventive care. However, all health centers are expected to
assess the full health care needs of their target popul ations,
form a conprehensi ve system of care incorporating appropriate
heal th and soci al services, and manage the care of their patients
t hroughout the system
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Al'l health centers must have ongoing referral arrangenents
with one or nore hospitals. Health center clinicians should
obtain admtting privileges and hospital staff nenbership at
their referral hospital (s) so health center patients can be
foll owed by health center clinicians. Wen this is not possible,
the health center nust have firmy established arrangenents for
hospitalization, discharge planning and patient tracking.

The health center should assure that quality specialty
medi cal, diagnostic and therapeutic services are available to
patients through a system of organized referral arrangenents.
The effectiveness of these referral arrangenents depends on
timely exchange of information about the patients between the
specialists and health center clinicians. Health centers shoul d
consider formng or joining integrated delivery systens to gain
i nproved access to hospital and other services for their
patients.

d. After- Hours Cover age

The provision of conprehensive and continuous care includes
care during hours in which the health center is closed. Although
specific arrangenents for after-hours coverage vary by community,
all health centers should establish firmarrangenents for after
hours coverage. \Werever possible, coverage should include the
health center clinicians and nay al so i nclude other community
clinicians. At a mninmum the coverage system should ensure
t el ephone access to the covering clinician, have established
mechani snms for patients needing care to be seen in an appropriate
| ocation, and assure tinely followup by health center clinicians
for patients seen after-hours. Health centers should consider
the linguistic needs of their patients when designing their
after-hours coverage system

2. Service Delivery Mdels

Heal th centers serve diverse popul ations, have differing
| evel s of resources and varyi ng market pl ace dynam cs. This
variety has led to a range of service delivery nodels. Health
centers vary across many characteristics including | ocation and
hours of services, mx of services and type of staff providing
servi ces.

Location: Health centers nust provide services at |ocations and
times that ensure services are accessible to the community bei ng
served. Health center governing boards are responsible for

deciding on the locations and tines services are available. Mny
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health centers operate primarily fixed-site |ocations. Qhers
of fer services in locations ranging from honel ess shelters to

m grant farmwrker canps to public housing communities to
schools. Sone use vans to bring specific services to a broad
audi ence or reach a highly nobile population. Many operate from
several locations, including off-site |ocations. Prograns
serving people who are honel ess or nobile engage in extensive
outreach to provide services wherever the patients are.

Hours: A health centers hours of operation should facilitate
access to services and should include sonme early norning, evening
and/ or weekend hours. Health centers should al so provide for
access to needed care when the health center is closed.

M x of services: The specific mx of services offered by health
centers is influenced by denographic, epidem ol ogical, resource
and mar ket pl ace factors. For exanple, health centers serving a
popul ation that is primarily wonen of chil d-bearing age and young
children will offer services appropriate to those popul ati ons.

In contrast, health centers serving primarily adult men wl|
focus their services on the needs of that popul ation.

Communi ties with high preval ence of certain health problens
(e.qg., tuberculosis, HV, diabetes, hypertension, nental illness,
subst ance abuse) should design their m x of services to best
address those issues.

Type of service provider: The types of service providers
utilized by health centers will depend on the m x of services the
health center offers. Many health centers benefit froman inter-
di sciplinary teamof providers. As appropriate, health centers
shoul d utilize various disciplines and | evel s of providers.
Physi ci ans, physician assistants, nurse practitioners and nurse
m dwi ves, as well as staff skilled in providing nental health,
soci al work and substance abuse services may all be part of the
provi der team Prograns may al so sel ect staff nenbers who are
menbers of the community to provide education and outreach

servi ces.

3. Contracting for Health Services

Health centers may have contracts or other types of
agreenents to secure services for health center patients that it
does not provide directly. The service delivery arrangenent nust
contribute to the desired outcones of availability,
accessibility, quality, conprehensiveness, and coordi nati on.
Arrangenents for the provision of services that the grantee
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organi zati on provi des through a subcontractor should be in
witing and clearly state: the time period during which the
agreenent is in effect; the specific services it covers; any
speci al conditions under which the services are to be provided;
and the terns and nechanisns for billing and paynent. O her areas
that shoul d be addressed in the witten agreenent include but are
not limted to: credentialing of contracted service providers;
the extent to which the contracted services and/or providers are
subject to the health centers quality inprovenent and risk
managenent gui delines and requirenents; and any data reporting
requi renents.

4. Heal t h Care Pl anning

In order to ensure that human and financial resources are
being applied in the nost effective and efficient way possible to
i nprove the health status of the community and neet the
community=s identified needs, each health center nust devel op
health care goals and objectives as part of the organizations
pl anni ng process. The health care goals and objectives should
address the highest priority health care needs of the conmunity
served and consider both the role of the health center in the
communitys system of care and the specific actions the health
center will undertake on behalf of its patients and the
comunity. The objectives and action steps should be specific,
reasonabl e, nmeasurabl e and achi evabl e. Col | aborati on and
affiliations wth other agencies and providers should be utilized
to achi eve health care goal s when possi bl e.

5. Cinical Staff

The conposition and structure of a health center=s clinical
staff are central to the health centers ability to provide high
gquality care and assure continuity of care for its patients. Al
health centers are expected, through aggressive recruitnent and
retention, to maintain a core staff of primary care clinicians
with training and experience appropriate to the culture and
identified needs of the comunity.

a. Leadership

Strong clinical |eadership is essential for all health
centers. Health centers should have a Clinical Director with
training and skills in | eadershi p and nanagenent who wor ks
closely with other nenbers of the health center=s managenent
team Typically, the Cinical Director is a physician, although
other types of clinicians may fulfill the role, particularly in
very small prograns which nay be staffed by non-physicians. 1In
sone mar ket pl aces, a physician Cinical Drector nay be essenti al
to effectively position the health center.
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Clinical Directors are expected to: 1) provide | eadership

and managenent for all health center clinicians whether
enpl oyees, contractors or volunteers; 2) work as an integral part
of the managenent team and 3) establish, strengthen and
negoti ate rel ati onshi ps between the health center and ot her
clinicians, provider organizations and payers in its marketpl ace.

Because it is critical that the dinical D rector always
represent the interests of the health center, its patients and
the community it serves, it is preferred that a health center
directly enploy its Cinical Director. If this individual is not
directly enpl oyed, the Chief Executive should retain authority to
sel ect and di sm ss the individual.

b. Staffing

Clinical staffing patterns vary anong health centers. Al
staffing arrangenents nust |ead to the desired outcones of
avai lability, accessibility, quality, conprehensiveness and
coordi nation of services for health center patients. Physician
staff should be board certified or residency trained. O her
clinicians should be licensed and certified as appropriate under
state | aw

It is preferred that the health center directly enploy its
core clinical staff (at least the majority of the health center=s
providers). |If the core staff are not directly enpl oyed, then
the Chief Executive Oficer should retain the authority to sel ect
and di sm ss individual providers. Also, except in very snal
health centers or certain special population prograns, it is
expected that the enployed core staff work only for the health
center. Staff who work for the health center on a contract or
vol unt eer basis may augnent the enpl oyed core staff as
appropri at e.

The recruitnment and retention of high quality health
prof essionals are the foundati on of a successful health center
and require a nulti-faceted approach. Health center systens and
policies should support clinicians with the tools and systens
appropriate for quality care, including high patient
satisfaction. Mnagenent based col | aboration, work structured to
be neani ngful and challenging, as well as a commtnent to share
informati on and ensure participation in decision- nmaking are key
strategies for a stable and productive staff conmtted to the
m ssion and future of the health center.

A fair conpensation and benefit package al so supports | ong-
termretention, and enhances productivity and quality.
Appropriate incentive plans and deferred conpensation plans which
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are conpatible with fiscal resources, the health center m ssion
and managenent phil osophy, and are in accord with state and
federal |aws, should be explored as nmethods to naxim ze the
retention of productive, quality and commtted health

pr of essi onal s.

C. Credentialing and Privil eqgi ng

The health center should define standards for assessing
trai ning, experience and conpetence of clinical staff in order to
assure the clinicians=ability to qualify for hospital privileges
and payer credentialing. Credentialing should follow a formal
process which includes querying the National Practitioner Data
Bank and verifying education and |icenses. Credentialing and
privileging processes should neet the standards of national
accrediting agencies such as the Joint Conmm ssion on
Accreditation of Health Care Organi zations (JCAHO and the
Accreditation Association for Anbul atory Health Care, Inc.,
(AAAHC) as well as requirenments for coverage under the Federal
Tort Clainms Act (FTCA). «Quality assurance findings should be
specifically considered in ongoing credentialing of clinical
staff.

d. Conti nui ng Prof essi onal Educati on

Conti nui ng professional education (CPE) is critical to the
provision of quality care. Health centers are expected to ensure
access to CPE that maintains |icensure of the provider and is
appropriate to the needs of each health center, its staff and the
community served.

e. Affiliation with Teachi ng Prograns

When appropriate, health centers are encouraged to devel op
affiliations with clinical training prograns. The purpose of
successful affiliations should be to contribute to the m ssion
and objectives of the health center, to neet the educational
obj ectives of health professionals in training and to increase
under standi ng of the health care needs of underserved
popul ations. Health centers making the decision to devel op
teaching affiliations are encouraged to seek conpensation for the
costs of training provided.

6. Consuner Bill of R ghts and Responsibilities

Wth the health systemin a state of continual change, the
rights and responsibilities of people using the health services,
especi ally underserved and mnority popul ati ons, need to be
reaffirmed. Therefore, health centers should inplenent a
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Consuner Bill of R ghts and Responsibilities: 1) to strengthen
consuner confidence in health centers and a health care system
that is fair, responsive and accountable to consumer concerns; 2)
to encourage consuners to take an active role in inproving their
health; 3) to strengthen the strong rel ati onship between patients
and health care professionals; and 4) to reinforce the critical
role consuners play in safeguarding their own health. Health
centers should review the Consumer Bill of Rights and
Responsibilities established by the Advisory Conmm ssion on
Consuner Protection and Quality in the Health Care Industry and
adopt and inplenent the precepts applicable to their operations.

7. Clinical Systenms and Procedures

a. Poli ci es and Procedures

Heal th centers nust have witten policies and procedures
whi ch address at least the follow ng el enents: hours of
operation; patient referral and tracking systens; the use of
clinical protocols; risk nmanagenent procedures; procedures for
assessing patient satisfaction; consunmer bill of rights; and,
patient grievance procedures. Health center clinical protocols
shoul d reflect the current guidelines established by health
agenci es or professional organizations such as the Agency for
Health Care Policy and Research, the Anerican Coll ege of
(bstetrics and Gynecol ogy, the Advisory Commttee on | mrunization
Practices, etc.. Health centers intending to seek accreditation
shoul d ensure that their policies and procedures address all the
el enents expected by the accrediting agency.

b. Clinical Systens

Patient flow and appoi ntnent systens should foster access
and continuity of care, and mnimzing waiting tine and Ao-
shows. @ Patient flow and appoi nt nent systens should al so provide
for energent problens and call-in or walk-in patients.

A clinical information system centered around a nedi cal
record nust be in place. Confidentiality of records and data mnust
be protected at all levels. The health center should utilize a
medi cal records systemthat pronotes thorough docunentation and
quality of care such as the Problem Oriented Medi cal Record
(POWR) and uses fl ow sheets and recording fornms when appropri ate.

A clinical systemwhich incorporates recall for routine
preventive services and chronic di sease nanagenent, and a system
that allows tracking of patients who are referred to specialists
and other off-site services, require x-ray or lab, or who are
hospitalized, are essential to a quality program The clinical
informati on system feeds data and information into the health
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centers quality inprovenent program

L. GOVERNANCE

A EXPECTATI ON

Governance by and for the people served is an essential and
di stingui shing el enent of the health center program Except as
not ed bel ow, health centers nmust have a governing body which
assunes full authority and oversight responsibility for the
health center. The governing board nust maintain an acceptable
si ze, conposition and neeting schedule. Strategic thinking and
pl anni ng are essential functions for the board within the context
of the environnent in which the health center operates, as well
as pursuing its mssion, goals and operating plan. The board
carries out its legal and fiduciary responsibility by providing
policy |evel |eadership and by nonitoring and eval uating the
health center=s performnce.

B. EXPLANATI ON
1. Overvi ew of Requirenents

Governance requirenents for health centers are addressed in
law, regulation and policies. Requirenments in the |law apply to
all health centers. The regulations set forth in 42 CFR Part 51c
and 42 CFR Part 56 apply only to community health centers and
m grant health centers respectively, though they provide useful
gui dance for other types of health centers. Section 330 requires
that the health center has a governi ng body which: is conposed of
i ndividuals, a majority of whom are being served by the center
and who, as a group, represent the individuals being served by
the center; neets at |east once a nonth; schedul es the services
to be provided by the center; schedul es the hours during which
services will be provided; approves the centers grant
application and annual budget; approves the selection of the
director for the center; and except in the case of public
entities, establishes general policy for the center.

2. Board Conposition

a. Consuner Board Menbers

Heal t h center governi ng boards are conprised of individuals
who volunteer their tinme and energy to create a fiscally and

manageri ally strong organi zation for the purpose of inproving the
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health status of their communities. A mgjority of nmenbers of the
board nust be people who are served by the health center and who,
as a group, represent the individuals being served.

Heal th center prograns that have had the consuner mgjority

requi renent wai ved by the Secretary are still expected to neet
the intent of the legislation of ensuring strong consuner i nput
into the policies of the health center program In there

situations consuner input may be achieved in varying ways

such as through formal advisory boards, regularly constituted
focus groups, or by including persons who have previously been
consuners but no |onger neet the special popul ation definition.

Since the intent is for consumer board nenbers to give
substantive input into the health centers strategic direction
and policy, these nmenbers should utilize the health center as
their principal source of primary health care. A consumer nenber
shoul d have used the health center services within the |ast two
years. A legal guardian of a consuner who is a dependent child
or adult, or a legal sponsor of an immgrant, may al so be
consi dered a consunmer for purposes of board representation.

Additionally, as a group, consuner nenbers of the board nust
reasonably represent the individuals served by the health center
in ternms of race, ethnicity, and gender. Wen a health center
recei ves BPHC funding solely to support the delivery of services
to a special population (honeless, mgratory or seasonal
farmwrkers, residents of public housing or at-risk school
children) the consuner mgjority nust come fromthe target group,
unl ess a wai ver has been granted. When a health center receives
both conmunity health center funding and funding designated for a
speci al popul ation, representation should be reasonably
proportional to the percentage of consuners the special
popul ati on group represents. However, there should be at |east
one representative fromthe special population group. The intent
is not to inpose quotas on board nenbership but to ensure that
boards are sensitive to the needs of all health center consuners.

b. O her Board Menbers

Since health centers are conpl ex organi zations working in
dynam c environnents, the board should be conprised of nenbers
with a broad range of skills and expertise. Finance, |egal
affairs, business, health, nanaged care, social services, |abor
rel ati ons and governnent are sone exanples of the areas of
expertise needed by the board to fulfill its responsibilities.
Regul ations for community and m grant health centers place
[imtations on the percent of non-consunmer nenbers who represent
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the health care industry. No nore than half (two-thirds for

m grant health centers) of the non-consuner representatives may
derive nore than 10% of their annual inconme fromthe health care
industry. Al health centers should strive for diversity of
expertise and perspective anong their board nenbers.

C. Nunber of Menbers

The nunber of board nenbers nust be specified in the byl aws
of the organi zation. The bylaws may define a specific nunber or
provide a limted range if there are reasons for not maintaining
a specific nunber of nenbers. The size should be related to the
conplexity of the organization and the diversity of the comunity
served.

Regul ations for community and mgrant health centers specify
boards nust have at |east 9 and no nore than 25 nenbers. These
size paranmeters are designed to ensure a | arge enough board to
achi eve diverse representati on across the consuner groups and
expertise while nmaintaining a size that effectively functions and
makes deci si ons.

d. Sel ecti on of Board Menbers

The organi zations bylaws or other internal governing rules
nmust specify the process for board nenber selection. The byl aws
shoul d specify the nunber of terns a nenber may serve and provide
for regular election of officers and periodic changes in board
| eader shi p.

e. Conflict of Interest

The organi zations bylaws or witten corporate board-
approved policy nust include provisions that prohibit conflict of
interest or the appearance of conflict of interest by board
menbers, enpl oyees, consultants and those who furni sh goods or
services to the health center. No board nenbers shall be an
enpl oyee of the health center or an imediate fam |y nenber of an
enpl oyee. The Chief Executive may serve as ex-officio nmenber of
t he board.

3. Governi ng Board Functions and Responsibilities

The governing board of a health center provides |eadership
and gui dance in support of the health centers mission. The
board is legally responsible for ensuring that the health center
IS operating in accordance with applicable federal, state and
|l ocal laws and regulations and is financially viable. Day-to-day
| eader shi p and managenent responsibility rests with staff under
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the direction of the chief executive or Program Director

a. Byl aws

Byl aws whi ch are approved by the health center=s governing
board must be established. The byl aws shoul d be revi ewed and
nodi fied as necessary to remain current. At a mninum health
center bylaws shoul d address: the heath center=s m ssion;
menbership (size, conposition, responsibilities, terns of office
and sel ection/renpoval processes); officers (responsibilities,
terms of office, selection/renpoval processes); committees
(standi ng, ad-hoc, nenbership and responsibilities); neeting
schedul e, quorum and acceptabl e neeting venues; recording,

di stribution and storage of mnutes; and provisions regarding
conflict of interest, executive session and dissol ution.

b. Responsi bilities

A governing board is responsible for assuring that the
health center survives in its marketplace while it pursues its
mssion. This is a massive challenge in an extrenely dynam c
heal th care environnment which is placing increasing financial and
service delivery pressures on all providers. Boards nust be
know edgeabl e about narketplace trends and be willing to adapt
their policies and position to reflect these trends. |In addition
to approvi ng annual grant applications, plans, and budgets,
boards should work wth health center managenent and conmunity
| eaders to actively engage in long-termstrategic planning to
position the health center for the future.

Success i s dependent on the health centers ability to
effectively adapt to marketplace trends while remaining
financially viable. Boards nust not only plan effectively but
al so neasure and eval uate the health centers progress in neeting
its annual and | ong-term programmatic and financial goals. The
health centers m ssion, goals, and plans should be revised as
appropriate to the feedback gained through the eval uation
process.

The governing board nust select the services provided by the
health center. Wile certain services are mandated by | aw,
heal th center boards have a great deal of latitude in deciding
whi ch additional services should be offered by the health center
and whet her the services should be offered directly or through
referral and coll aboration with other service providers.
Resources are always limted and a major chall enge confronting
health center boards is deciding which services should be
supported with avail able resources. Effective needs assessnent
and pl anni ng processes are essential for making infornmed
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deci si ons about service configuration.

The governi ng board nust determ ne the hours during which
services are provided at health center sites. Health centers are
expected to schedule hours that are appropriate for their
community. Generally this neans sone early norning, evening
and/ or weekend hours should be offered to accommodat e peopl e who
cannot easily access services during normal business hours.

The board nust approve the annual budget and grant
application. The intent is not that the board sinply sign-off on
docunents but that it understands the substance and inplications
of the budget and application. Ensuring the financial health of
the organi zation and aligning the goals of the project
application with the strategic direction of the health center are
critical functions for the board. |In order to effectively
fulfill these functions, the board nust be involved in health
center planning throughout the year.

The board nust approve the selection and di sm ssal of the
chi ef executive or Program Director of the health center
Because the chief executive is the primary connection between
board established policy and health center operations, the board
nmust eval uate the performance of the chief executive and hold him
or her accountable for the performance of the health center.
Toget her, the board, the chief executive and other nmenbers of the
managenent team conprise the |eadership for the health center
To succeed, they nust work together to ensure a strong
organi zation and nove forward into the future.

Except in the case of public entities funded under section
330(e), the board nust establish general policies for the health
center. These include personnel, health care, fiscal, and
qgqual ity assurance/i nprovenent policies. These policies provide
the framework under which health center staff conduct the day-to-
day operations of the organizati on.

C. Board Meeti ngs

Heal t h center governi ng boards nust neet at |east nonthly.
Wer e geography or other circunstances nmake nonthly, in-person
nmeet i ngs burdensone, the neetings may be held by tel ephone or
ot her nmeans of el ectronic comunicati on.

The board nust keep m nutes of each neeting which are
approved at a subsequent neeting. The board should al so nmaintain
a systematic tracking system of approval/di sapproval of board
policies and procedures as well as other records to verify and
docunent its functioning.
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d. Board trai ning and devel opnent

It is expected that governing board nmenbers have sufficient
knowl edge and information to nmake informed decisions about the
health centers strategic direction, policies and financi al
position. Board nmenbers should be provided with opportunities
for training and devel opnent, as well as conducting self
eval uations. The board is responsible for identifying and
assuring it neets its educational and training needs including
orientation and training of new board nenbers.

e. Commi ttees

The board should have a commttee structure which
facilitates carrying out its responsibilities. Appropriate
commttees may include executive, finance, quality inprovenent,
personnel, and planning. However, only the executive commttee
shoul d be authorized to act for the Board.
4. Excepti ons

a. Wai vers for Special Population Health Centers

The law permts the Secretary to grant waivers for all or
part of the requirenents, for good cause, for health centers
servi ng speci al popul ations; those serving mgratory and seasonal
farmwrkers and their famlies - section 330(g); those serving
honel ess peopl e i ncl udi ng honel ess children - section 330(h); and
t hose serving residents of public housing - section 330(i).

Heal th centers requesting waivers for all or any governance

requi renent nmust provide a conpelling argunent as to why the
program cannot neet the statutory requirenent, as well as
alternative strategies detailing how the programintends to neet
the intent of the law. Community health centers funded under the
authority of section 330 (e), with or without funding for a
speci al popul ation program are not eligible for a waiver of any
part of the governance requirenents.

b. Public Entities

Community health centers funded under section 330(e) of the
Act that are sponsored by public entities, such as health
departnents, public hospitals, public universities, etc., may
nmeet the governing board requirenents in one of two ways. The
public entitys board may neet health center board conposition
requi renents including having a consuner majority. |In this case,
no speci al considerations are needed. Wen the public entityss
board does not neet health center conposition requirenents, a
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separate health center governing board nust be established. The
health center board nust neet all the selection and conposition
requi renents and performall the responsibilities expected of
governi ng boards except that the public entity nay retain the
responsi bility of establishing fiscal and personnel policies.
The health center board should be a formally incorporated entity
and it and the public entity board are co-applicants for the
health center program \Wen there are two boards, each boards
responsi bilities nmust be specified in witing so that the
responsibilities for carrying out the governance functions are
cl early understood.

C. Tribal Entities

There is no governing board requirenment for health centers
operated by an Indian tribe or tribal or Indian organization
under the Indian Self-Determ nation Act or an urban Indian
organi zati on under the Indian Health Care |nprovenent Act.

5. Net wor & ant ees

Health centers are formng and participating in networks for
many purposes. In nost cases, participating health centers
retain their own governing boards and these boards continue to be
subject to applicable Iaw, regulation and expectations. Wen
health centers conme together in a network, and the network is a
section 330(e) grantee, with the health centers operating as sub-
reci pients, the governing board at the network | evel, nust neet
t he governing board requirenents and expectations. Furthernore,

t he network nust have sufficient staff and other resources to
ensure the network board carries out its functions.

6. Affiliations

In some organi zational affiliations, the selection,
conposition and/ or responsibilities of the health center
governing board may be altered. This may happen through
formati on of a new board for an integrated delivery system or
through the participation of affiliate representatives on health
center boards. There may al so be various arrangenents where a
portion of the scope of the project is being provided by an
entity other than the grantee. Wth any such arrangenent the
governing board nust retain its full authorities, neet selection
and conpositional requirenents and exercise all responsibilities
and functions prescribed in |legislation and regul ati ons.
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V. MANAGEMENT AND FI NANCE

A EXPECTATI ON

A strong managenent teamis essential to health center
success. The managenent team nust work with the governing board,
| eadi ng organi zati onal changes to adapt to marketpl ace trends.
Heal t h center managenent nust operationalize the health center=s
m ssion and strategic objectives. They nust do this within
avai |l abl e resources ensuring that the health center is financially
vi abl e and cost-conpetitive. Health center managenent nust be
supported by strong personnel, financial, information, and
clinical systens.

B. EXPLANATI ON
1. Managenment Staff and Structure

a. Rel ati onshi p of Managenent Staff to Board

The health center should have a |ine of authority fromthe
board to a chief executive (President, Chief Executive Oficer -
Chi ef Executive, Executive Director, Project Director) who
del egates as appropriate to other nmanagenent and prof essional
staff. As head of the nanagenment team the Chief Executive should
have the authority, responsibility and skills to: conmunicate
with the board and nanagenent team operationalize board policies;
manage personnel and systens; allocate resources and operate
wi thin avail abl e resources; identify and resol ve probl ens;
interact with the community and providers and payers in the
mar ket pl ace; respond to opportunities and; plan for future events.

The Chi ef Executive is accountable to board-established |ong-term
goal s and operating pl ans.

The governing board nust select, dismss and directly enpl oy
the Chief Executive or director of the health center. It is
preferred that other key managenent staff and core primary care
provi der staff also be directly enployed by the health center.
However, a grant recipient may contract for or enter into other
arrangenents for these positions. |In all arrangenents, the Chief
Executive must be given an appropriate | evel of authority to | ead
and nmanage the health center, and should have full control over
selecting and dism ssing all staff assigned to the Health Center.

The demands of |eading a health center usually require a
health center to enploy a full-tinme Chief Executive. In sone
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i nstances, however, the director functions may be perfornmed in
conbination with other responsibilities. For exanple, snal

health centers may enpl oy one person who fulfills the Director
function along with financial or clinical managenent functions.

An organi zation that operates other |ines of business related
to and supportive of the health center may have a Chief Executive
who is responsible for overall corporate nmanagenent and
effectively works part-tine on other health center activities and
part-tinme on activities of the organi zati on.

b. Managenment Team

The quality of the nmanagenment teamis a critical predictor of
health center success. Recruitnment and retention of nanagenent
staff should be a health center priority.

Health centers are nost effectively managed by a team of
individuals with the skills to provide |eadership, fiscal
managenent, clinical direction and managenent information system
expertise. The managenent teamusually consists of a Chief
Executive or Program Director in |ead of a teamthat includes a
Cinical Director, Chief Financial Oficer, and a Chief
Information O ficer. The functions associated with these
positions may be conbi ned and perfornmed by one or nore
i ndi vidual s, as appropriate. 1In larger health centers, additional
managenent staff may be part of the managenent team In
situations where the health center is collaborating with other
health centers in its marketplace, sone of these positions may be
shared. Managenent training and expertise is desirable for al
menbers of the managenent team and is essential for the Executive
and Clinical Directors.

Position descriptions and an organi zational chart reflecting
these functions and their relationships should be nmaintai ned by
managenent and provided to the board. It is critical that the
organi zational structure and processes facilitate a team approach
t o managenent.

C. Staff Devel opnent

The health center should have an active plan for recruitnent
and retention of all staff, including volunteers. All staff
shoul d be qualified by training and/ or experience for their scope
of duty. Positions that require licensure nust be filled by
appropriately |icensed professionals. Position descriptions should
be devel oped for all staff. The descriptions should include
prof essional and interpersonal skills that will ensure staff
fulfill their responsibilities wthin the | anguage and cul tural
context of the area.
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A staff devel opnent program shoul d be devel oped for all staff
to inprove skills critical to health center success. Staff in
managenent positions should have and maintain | eadership skills.
Conti nui ng professional education is critical to the provision of
quality care. Al appropriate staff nust receive training to
mai ntain |icensure and neet regulatory requirenments such as
Cccupational and Safety Health Adm nistration (OSHA) and i nical
Laboratory I nprovenent Anendnments (CLIA).

2. Managenent Rol e in Planning and Strategic Positioning

Al nmenbers of the managenent team play a key role in
strategic and operational planning. The team should work closely
wi th board, community nenbers and ot her providers and payers in
t he marketplace to provide | eadership in shaping the health
centers strategy. The managenent teamis nost famliar with the
health centers internal capabilities and constraints, and they
provide a critical perspective to the planning process. Health
center managenent is al so responsible for assessing progress and
providing critical information to the Board for revising the
health center=s strategic direction.

The health center=s annual operating plan is devel oped by
health center staff under the direction of the nanagenent team
The plan reflects the boards established mssion and goal s and
gui des nmanagenent in day-to-day decision-nmaking. The operating
plan i s approved by the board and is nonitored and adj usted
t hroughout the year by health center managenent.

3. Managed Care Contracting

Many health centers are inpacted by nanaged care contracting.
Heal th centers should be able to denponstrate that they have

engaged in an assessnent of the adequacy of the reinbursenent for
the specific range of services included in their contracts. The
appropriate systens should be in place to manage the risk
associated with the contracts. The health center should al so have
i npl enmented activities related to responsibilities for utilization
managenent and/or quality inprovenent activities for which it wll
be hel d account abl e.

These responsibilities should be clearly stated in the contract or
ot her agreenment. Health centers should have in place data systens
for the collection of required types of data, the sharing of

i nformati on with managed care organi zations and the initiation of
utilization managenent and quality inprovenent activities.

4. Managenment Systens
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a. | nformati on Managenent

The quality of every decision nmade in health centers is
critically dependent upon the availability of accessible,
accurate, relevant and current information. Information
managenent defines a strategy for getting the right information
into the hands of the decision-maker at the right tinme, whether
for care delivery, health care access coordination, interna
nmonitoring, quality assurance and inprovenent, financi al
managenent, risk managenent, or managenent deci sions and pl anni ng.

An information managenent strategy establishes the policies and
procedures for data collection, organization, storage, naintenance
(i ncludi ng backups), security, presentation (displays and
reports), and conmunicati on and exchange with other organizations.

The policies and procedures cover all formats of data, from
charts, notes and imges, to all forns of electronic storage.

Heal th centers nust have systens in place which accurately
coll ect and organi ze data for required reporting of program
related statistics, as well as for internal nonitoring, quality
i nprovenent and the support of nmanagenent deci sions and pl anni ng.

The health center should be able to integrate clinical,

adm ni strative, and financial information to allow nonitoring of
the operations and status of the organization as a whole. Ability
to collect and anal yze service data based on Current Procedural
Term nol ogy (CPT) and International C assification of D seases
(ICD) codes and utilize a system based on relative value units
(RW) to analyze production and costs are considered essential in
todays environnent. Health centers are expected to utilize
information to nonitor performance conpared to internal and
external benchmarks, as well as for tracking trends.

Fi nancial information systenms nmust be capabl e of tracking,
anal yzing, and reporting key aspects of the organizations
financial status. These include revenue generation by source,
billing and coll ections, cash flow, expenditures (by category or
cost center) and unit costs. The system nust provide sufficient
information to support necessary accounting functions. Financi al
i nformati on systens shoul d be capabl e of adapting to changi ng
rei nbursenent nechanisns in the health care nmarketplace, including
prepaid (at risk) contracts, and supporting accounting and
nmonitoring of all reinbursenent nmechanisns in which the
organi zation participates. Cost information should be collected
and reported such that it infornms nanagenent deci sions concerning
potential financial arrangenents. The health center should secure
cost information to determ ne whether its managed care contracts
are profitable.

The information system shoul d al so be capabl e of supporting
the health centers clinical operations, both as a provider of
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routi ne, acute, and preventive health and health rel ated services,
and inits role as a care manager and coordi nator of health care
access. The information should be collected and presented in a
manner which provides tinmely and pertinent clinical information to
clinicians concerning individual clients, and should feed into the
health centers quality inprovenent and utilizati on managenent
program The system nust be designed in a way which protects the
confidentiality of client information.

Most of the information needs of todays health care
providers are best net using electronic (conputerized) data
systens. Due to the conplexity and volume of information required
in the nodern health care environnent, as well as the power of
t hese systens to nanage and process data, automated data
processing offers nost health centers significant advantages in
terms of the efficiency and effectiveness of neeting its
informati on needs. Health centers are encouraged to enpl oy
conput eri zed data technol ogy wherever practical given the
organi zati ons size, resources, and the nature of services
provided. Tinmely access to information and the capacity to
comuni cate and network with other providers and appropriate
agenci es and organi zations are critical for survival in the
i nformati on age. Conputer systens shoul d be designed to provide
I nternet access for all appropriate managenent and clinical staff.

b. Ri sk Managenment

The health center nmust have risk managenent policies and
procedures in place. Such policies and procedures should pro-
actively identify, and plan for, potential and actual risks to
the health center in terns of its facilities, staff, clients,
financial, clinical and organizational well-being. Risk
managenent policies and procedures should include statenents
concerning quality assurance and i nprovenent, fire and life-
safety, regulatory conpliance, and other potential areas of
l[iability. They should al so address issues of bonding, insurance,
and professional and general liability. Ri sk managenent protocols
nmust be incorporated in health center policies to assure that
appropriate standards of care and clinical guidelines are
established and foll owed. These protocols nust be revi ewed and
revised. Periodic training in risk managenent and yearly
continuing education is necessary for all providers of primary
care services to assure that quality is maintained and i nproved.
Heal th centers should explore participation in professional
liability coverage available to them under the Federal Tort C ains
Act .

5. Fi nanci al System
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At a minimum health center prograns nust maintain financial
systens which provide for internal controls, safeguard assets,
ensure stewardship of federal funds, maintain adequate cash fl ow
to support operations, assure access to care, and naxinize revenue
from non-federal sources. Financial systens should be routinely
revi ewed and updated to assure that the organi zati on renains
financially sound, conpetitive, and attuned to changes in the
| ocal, state, and national health care environnent.

a. Accounting and Internal Controls

Heal th centers nust have accounting and internal control
systens appropriate to the size and conplexity of the
organi zation. An accounting system based on CGenerally Accepted
Accounting Principles (GAAP), nmust be in place and designed to
accurately reflect the financial performance of the organization.
Wthin the constraints of organizational and staff size,
separation of financial functions should be inplenented to
saf eguard assets.

A set of routine financial reports must be generated and
revi ewed by appropriate managenent staff and nenbers of the health
centers governing body on a regular basis. Reports wll vary
dependi ng on organi zational size, conplexity, and services, but
shoul d reflect the current financial status of the health center and
all ow for conparisons to past and projected financial position.

b. Budget

The budget is the culm nation of negotiations anong heal th
center managers, clinicians, and board nenbers as they detern ne
the |l evel and scope of services to be provided within the
constraints of the organi zations resources. The budget, as part
of the health centers operating plan, nust attenpt to accurately
project both the resources available in the com ng budget period
and the expenditures required to achieve the health centers goals
and objectives. The annual operating budget nust be approved by
t he board.

In order to realistically project revenues and expenses,
health centers should be able to draw upon past budgetary
experience and to identify significant changes anticipated in the
comng period, both internally and in the health care marketpl ace
in which the organi zati on operates. The health center=s nanagers
shoul d pay careful attention to changes in the centerss key
sources of revenue, including all federal, state, |ocal, and
private sources of grant and service-based funding. Particular
attention should be focused on changes in the state Mdicaid
system Changes in the | evel and nechani sm of Mdicaid
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rei nbursenent and enrollment criteria can have significant inpacts
on the reinbursenent to the health center and on the | evel and
type of demand it experiences. The health center=s budget shoul d
be reviewed regularly by appropriate nmenbers of the health
centers managenent and governi ng board, and adj ustnents made as
necessary.

C. Billing and Coll ecti ons

Heal th centers nust provide access to services w thout regard
for a persons ability to pay. Gven the limted availability of
federal resources, an inportant conponent of fulfilling this
mandate is the maxi m zation of revenue fromall sources. Revenue
maxi m zation requires an adequate and conpetitive fee schedul e and
a correspondi ng schedul e of discounts, pronpt and accurate billing
of third party payers, billing of patients in accordance with the
schedul e of discounts, and tinmely followup on all uncollected
anounts. Participation in insurance prograns used by the health
centers population is of critical inportance, as is assuring that
rei nbursenent under such arrangenents is adequate to cover the
costs of services provided. Health centers nust naximze revenue
and participate in favorable enhanced or cost-based rei mbursenent
prograns for which they are eligible.

Billing of clients without insurance, collection of co-
paynents and mni mum fees, and screening for financial status,
must be done in a culturally appropriate manner to assure that
these inportant adm nistrative steps do not, thenselves, present a
barrier to care. This aspect is particularly inportant for
organi zati ons working with special populations facing particul ar
soci o-econom c barriers. The steps outlined should not conflict
with the m ssion and mandate of health center prograns, but rather
assure that the federal grant resources available to the
organi zation are used to address true financial access barriers to
t he maxi num degree possi bl e.

Health centers nust have witten, board approved, billing,
credit, and collections policies and procedures which, at a
m ni mum include: a fee schedule for all billable services
covering reinbursable costs and conparable to prevailing |ocal
rates; a method of discounting or adjusting fees based upon the
patients incone and famly size fromcurrent Federal Poverty
Gui delines; and, a systemof billing patients and third-party
payers within a reasonable period of tinme after services are
provi ded, typically within 30 days. Health centers should
establish a target for days in receivables for collections on
bill abl e services by payer, nonitor collection rates on
out st andi ng bal ances and followup or wite-off such bal ances as
appropriate. Wiere possible, health centers are encouraged to
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utilize electronic systens for billing and insurance verification.

Health centers participating in prepaid plans should have a
systemin place to receive tinmely notification of enrolled
menbers, and to tie receipts of capitation paynments to enrolled
menbers regardl ess of utilization of services. Health centers are
encouraged to devel op expanded fee schedules to reflect the costs
associated with non-bill able services provided to patients.

Heal th centers al so should establish policies and procedures for
out -of -pl an services for capitated patients, and for required pre-
aut hori zation of services and referrals to patients based on
managed care contractual agreenents. To the extent that health
centers are at risk for services perfornmed outside their
facilities, *ncurred But Not Reported=(IBNR) expenses -- the

unpai d cost of services already provided to a plan nenber -- nust
be tracked carefully as a liability that can threaten the
financial stability of a health center. These steps will help

assure that health centers can remain viable and provi de ready
access to care for all patients in light of changi ng marketpl ace
pressures.

d. | ndependent Fi nanci al Audit

Heal th centers nust ensure that an annual independent
financial audit is performed in accordance with federal audit
requi renents. Audits on non-profit health centers nust follow the
nost recent federal guidelines pertaining to the auditing of non-
profit institutions and, specifically, to the auditing of
reci pients of federal awards to such institutions. Health centers
shoul d i ssue a nenorandum of engagenent for an annual i ndependent
financial audit, which will be perfornmed in conpliance with the
applicable federal guidelines. |In addition, the Financial Status
Report (FSR) and reconciliation between the audit and FSR nust be
pr epar ed.

The audit report nust provide an opinion, in witing, on the
scope of the audit, the fairness of the grantees financi al
statenents, and an eval uation of the organizati ons system of
i nternal accounting controls. The auditor shall determ ne whether
the health center is operating in accordance with Generally
Accepted Accounting Principles, and should provide the grantee
with an opinion on their findings. Were significant audit
exceptions and/or internal accounting control findings exist, the
health center nust inplenent a time-phased corrective action plan
and may be subject to grant award conditi ons.

6. Facilities
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The site(s) at which the health center delivers its services
to clients are central to the inage and acceptability of the
health center to the clients, the staff, and the comunity. The
appear ance, |ayout, and location of facilities have inplications
for access, efficiency, quality, recruitnent, and reinbursenent in
terms of participation in closed panel payer arrangenents.
Facilities used by health center progranms should be appropriately
| ocated to pronote access by its target popul ation, adequate in
size and | ayout to provide the services |ocated there, and
designed to pronote the delivery of high quality, effective, and
efficient health services and related services in a safe
environnment. Facilities owned or |eased by a health center nust
conformto fire and |life safety codes, handi capped access codes,
and applicable building codes and regul ati ons.

The health center should assure that any facility it uses is
adequately insured, and should nanage its facilities to ensure
cl eanliness, security, and routine mai ntenance and repair. The
health center should plan for its facilities and naj or equi pnent
needs for the foreseeable future and make arrangenents for
procuring needed capital and other resources to neet those needs.

Page 36



