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DATE: April 20, 1999 DOCUMENT TI TLE: I npl enentati on of the
Bal anced Budget Act Anmendnment of the
Definition of Federally Qualified
Heal th Center Look-Alike Entities for
Private Nonprofit Entities

TO. Community Health Centers
M grant Health Centers
Health Care for the Honel ess G antees
Health Services for Residents of Public Housing G antees
Federally Qualified Health Center Look-Alikes
Primary Care Associ ations
Primary Care O fices

The Social Security Act, section 1905, describes a Federally
Qualified Health Center (FQHC) Look-Alike as an entity which,
based on the reconmmendati on of the Health Resources and
Services Adm nistration (HRSA) within the Public Health
Service (PHS), is determ ned by the Secretary to neet the
requirements for receiving a grant under section 330 of the
PHS Act. This provision permts clinics that do not receive
Federal grant funds under the above authority but satisfy the
requi renents for receiving such nonies, to be treated as FQHCs
for purposes of reinmbursenment under Medicare and Medi cai d.

Section 4712(d) of the Bal anced Budget Act (BBA) of 1997
(Public Law 105-33), nmodifies the FQHC Look-Ali ke definition.
The Social Security Act, as anended by the BBA, defines a

FQHC Look-Ali ke as an entity which, based on the
recomrendati on of the HRSA within the PHS, is determ ned by
the Secretary to nmeet the requirenents for receiving [a
section 329, 330 or 340] grant including requirenents of the
Secretary that an entity may not be owned, controlled, or
operated by another entity. The effective date of this
amendnment was August 5, 1997. As a result of this anmendnent,
we placed a noratoriumon the processing of new applications
for FQHC Look-Alike status as well as the recertification of
exi sting FQHC Look-Alikes. This nmoratorium



was to remain in force until HRSA and the Health Care
Fi nanci ng Adm ni stration (HCFA) could formally interpret and
i mpl ement this statutory change.
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The | egislative history of the BBA does not illum nate
congressional intent as to how the statutory change is to be
interpreted and applied to public and private nonprofit
entities, and the Secretary is mandated to establish the
requi renents under the BBA. The attached Policy Information
Notice (PIN) presents HRSAss interpretation and inplenentation
of the revised | anguage with respect to private nonprofit
entities. A separate PIN provides the interpretation and

i npl ement ati on of the revised | anguage for public entities.
Both PINs are the products of extensive discussions between
Federal staff representing HRSA and HCFA and with
representatives of both public and private nonprofit health
centers.

We have identified PIN 97-27, Affiliation Agreenents of
Community and M grant Health Centers, dated July 22, 1997, and
t he amendnent PIN 98-24, dated August 17, 1998, as statenents
of

the requirements the Departnent was mandated to establish
under the BBA. The Departnment:s use of the policy set forth in
PIN 97-27 and PIN 98-24 to inplenent the amended statutory
definition of FQHC Look-Alike entities assures consistency in
the Bureau of Primary Heal th Care:s (BPHC) determ nations
concerning section 330 grantees and FQHC Look-Alike entities.

Private nonprofit entities seeking FQHC Look-Ali ke designation
or recertification are encouraged to consult with Field Ofice
and Headquarters staff if there are questions about the
application of this policy to their particular case.

Addi tionally, the BPHCs Program Assistance Letter 98-05,

i ssued April 3, 1998, requested currently designated FQHC
Look-Ali ke entities and organi zati ons now seeki ng FQHC Look-
Al i ke designation to submt additional docunents to enable
HRSA to conplete its assessnents. These docunents will assi st
in the review for conpliance with this policy.
Recertifications and requests for designation that are now in
a pending status will be released if determ ned to be

unaf fected by the amendnent. Entities with recertification
requests found to be affected by the amendnment will be so

advi sed, and the entities will have 1 year or until their next
recertification date to becone conpliant or risk |oss of

desi gnati on.



Marilyn H Gaston, MD.
Assi st ant Surgeon Cener al
Associ ate Adm ni strator

At t achnment s
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. 1 NTRODUCTI ON

Section 4712(d) of the Bal anced Budget Act (BBA) of 1997

nmodi fies the definition contained in section 1905 of the
Soci al Security Act for a Federally Qualified Health Center
(FQHC) Look-Alike entity. The Social Security Act, as anended
by the BBA, defines an FQHC Look-Alike as an entity which
Abased on the recommendati ons of the Health Resources and
Services Adm nistration within the Public Health Service, is
det er m ned

by the Secretary to neet the requirements for receiving a

[ section 329, 330 or 340] grant including requirenents of the
Secretary that an entity may not be owned, controlled or
oper at ed

by another entity(@ (enphasis denotes BBA | anguage). The
effective date of this anmendnment was August 5, 1997, the date
the Act was signed. At that tine, the Health Resources and
Services Adninistration (HRSA) and the Health Care Financing
Adm ni stration agreed to place a noratorium on the processing
of applications for FQHC Look-Alike designation and/ or
recertification.

This Policy Information Notice (PIN) establishes the Bureau of
Primary Health Carezs (BPHC) interpretation of the statutory
limts on the involvenment of Aanother entity@ in the ownership,
control and/or operation of a private nonprofit FQHC Look-
Alike entity. It also formally ends the noratorium on HRSA
processi ng of applications fromprivate nonprofit entities for
FQHC Look- Al i ke designation and recertification.

A separate PIN provides the interpretation of the statutory
[imts for public FQHC Look-Alike entities.

1. COWMPLI ANCE ASSESSMENTS

This PINidentifies PIN 97-27, Affiliation Agreenents of
Community and M grant Health Centers, issued July 22, 1997,
and clarified by PIN 98-24, dated August 17, 1998, as the
statenments of the requirenents the Departnent was mandated to
establish under the BBA. Use of the policy set forth in PIN
97-27, to inplenment the anended statutory definition of FQHC
Look-Ali ke entities assures consistency in the BPHCs

determ nations relative to section 330 grantees and FQHC Look-
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Alike entities. Private nonprofit entities submtting
applications for FQHC Look-Ali ke designation under PIN 97-22,
Federally Qualified Health Center Look-Alike Guidelines and
Application, dated May 21, 1997, or for annual
recertification, will be subject to an assessnent against the
standards and principles in these two policy docunents.

I11. GENERAL | SSUES

As stated in PIN 97-27, the review of affiliation
relationships will include an evaluation of the health center-s
corporate structure, with particular attention to corporate
integration. O particular concern are corporate structures
that give another entity overriding approval authority,
prohibit or restrict through dual majority or super-mjority
vote requirenments, action on any authority or responsibility
that is vested in the health center board through |egislation
or regulation. Sole corporate nenmber and ot her parent-
subsi di ary approaches to corporate integration are permtted
under PIN 97-27, if deened to neet all statutory and

regul atory requirenents by denonstrating there is no violation
of any aspect of the affiliation policy standards. Applicants
for FOQHC Look-Ali ke designation, or recertification, proposing
a corporate integration nodel may be subject to a review by
the Departnent:=s O fice of the General Counsel against State

| aw reserved authorities.

In addition to corporate structure, we also are concerned
about health centers that del egate a substantial portion of
the scope of the project to another entity or entities. These
del egations are usually carried out through adm nistrative or
managenment services contracts. Contracts or agreenents for
specific services such as ancillary and allied health services
generally are acceptable since they do not pose risk to the
health center:=s integrity or autonony. A primary concern is
health centers that contract all or a substantial portion of
their adm nistrative, financial managenment and/or clinical
operations to one or nore other entities. This dimnishes the
health centerz=s role in carrying out the center:=s activities
and may be perceived as the health center serving as a conduit
to another party for financial benefit. The BPHC review wil
assess the |l evel of dependence of the FQHC Look-Ali ke on
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anot her entity or entities, and the health center:s maintenance
of accountability over the operation of the project.

Enpl oynment arrangenents for key managenent staff will be
eval uated. Key managenent staff include the Chief Executive
Oficer (CEQ, the Chief Medical Oficer (CMO) and the Chief
Financial O ficer (CFO. The CEO nust be sel ected by the
governing board and directly enployed by the health center.
It is not acceptable for any other entity to have the
authority to select or dismss the CEC

It is recognized that there are situations in which exceptions
to the BPHCs preference that health centers directly enpl oy
personnel to fill the positions of CFO and CMO and/or the
majority of its primary care clinicians nmay be necessary and
appropriate in order to maxim ze patient access to
conprehensi ve, effective, cost-effective and quality health
care. The BPHC is committed to allow ng exceptions to the
preference nodel upon a health center:s assurance that ful
accountability is maintained. Programmtic accountability
will be nonitored once an exception is approved and

i npl emented to assure that the health center continues to neet
its mssion and FQHC requirements. The

PIN 98-24 sets forth criteria for review ng requests for
exceptions to the BPHCs preference that a health center
directly enploy its CFO, CMO and its core staff of full-tinme
primary care providers, and explains the process for
determ ni ng whether affiliation arrangenents are in conpliance
with program policy requirenents.

| V. BPHC REVI EW

The HRSA process for review ng applications for FQHC Look-
Al i ke designations will continue to be overseen by
Headquarters staff in the BPHC, Division of Community and

M grant Health. The BPHC review will include the health
center=s bylaws, articles of incorporation, full audit, and any
and all affiliation docunents, including substantial contracts
t hat have been executed, or are being proposed, between the
health center and any other entity

or entities. A conpleted copy of the checklist attached to
PIN 98- 24 nust acconpany each application. Organizational
entities that are currently designated as FQHC Look-Ali kes and

3



BPHC Policy Information Notice 99-
10

do not neet the requirements of PIN 97-27 and PIN 98-24 w ||
have

1 year fromdate of notification or until their next
recertification date, whichever is longer, to satisfactorily
address non-conpliant areas. |If conpliance is not achieved,
FQHC Look-Ali ke designation is at risk and nay be w t hdrawn.

Gui dance is avail able through the appropriate HRSA Field

O fice (see attached list). Headquarters staff are avail able
to assist with questions concerning affiliation issues.
Questions should be directed to Ms. Tonya Rousnani ere at (301)
594- 4329.

HRSA FI ELD OFFI CES

HRSA NORTHEAST CLUSTER Bruce Riegel, Director
Boston Field Office Di vi sion of Health Services
DHHS - Field Ofice 1
JFK Federal Building, Rm 1826
Bost on, MA 02203
(617) 565-1482
ATTN: Kennet h Brown

HRSA NORTHEAST CLUSTER Bruce Riegel, Director

New York Field O fice Di vi sion of Health Services
DHHS - Field O fice |1
26 Federal Plaza, Rm 3337
New Yor k, NY 10278

4
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(212) 264-2664
ATTN: Ronal d Moss

HRSA NORTHEAST CLUSTER
Phi | adel phia Field Ofice

Bruce Riegel, Director

Di vi sion of Health Services
DHHS - Field Ofice 11

Publ i c Ledger Buil di ng

150 S. I ndependence Mall West,
Suite 1172

Phi | adel phia, PA 19106- 3499
(215) 861-4419

HRSA SOUTHEAST CLUSTER
Atlanta Field O fice

3M60

Robert Jackson, Acting Director
Di vi sion of Health Services
HRSA Sout heast Field Ofice

At | anta Federal Center

61 Forsyth Street, S.W, Suite

Atlanta, GA 30303- 8909
(404) 562-2996

HRSA M DWEST CLUSTER
Chicago Field Ofice

St ephen Enders, DDS, Director
Di vi sion of Health Services
DHHS - Field Ofice V
105 West Adans Street, 17th Fl oor
Chi cago, IL 60603
(312) 353-1658

HRSA WEST CENTRAL CLUSTER
Dallas Field Ofice

Jay McGath, Acting Director
Di vi sion of Health Services
DHHS - Field O fice Vi
1301 Young Street, 10th Fl oor,
HRSA- 1
Dal |l as, TX 75202
(214) 767-3872
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HRSA M DWEST CLUSTER
Kansas City Field Ofice

St ephen Enders, DDS, Director
Di vision of Health Services

DHHS - Field Ofice VII
Federal Office Building
601 East 12th Street, Rm 501, FOB

Kansas City, MO 64106
(816) 426-5226
ATTN: Hollis Hensl ey

HRSA WEST CENTRAL CLUSTER
Denver Field O fice

Jerry Wheel er, Acting Director
Di vi sion of Health Services
DHHS - Field Ofice VIII

Federal Office Building

1961 Stout Street, Rm 498, FOB
Denver, CO 80294

(303) 844-3204 x 205

HRSA PACI FI C WEST CLUSTER
San Francisco Field Ofice

Ant oni o Duran, Director
Di vi sion of Health Services
DHHS - Field Ofice I X
50 United Nations Plaza

HRSA PACI FI C WEST CLUSTER
Seattle Field Ofice

San Franci sco, CA 94102
(415) 437-8090
Ant oni o Duran, Director

Di vision of Health Services

DHHS - Field Ofice X

Bl anchard Pl aza

2201 Si xth Avenue, Rm 700,
MS RX-23

Seattle, WA 98121

(206) 615-2491

ATTN: Dr. Richard Rysdam
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