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Fee Discount Program Requirements, 77 Fed. Reg.47079 - 80 (August 7, 2012) 

 
To Whom It May Concern: 
 
The National Association of Community Health Centers, Inc. (NACHC) is pleased to respond to the 
above-referenced solicitation of comments from the Health Resources and Services Administration 
(HRSA), in connection with the HRSA’s publication of the Draft Policy Information Notice (PIN) to provide 
clarification on the sliding fee discount program and related requirements applicable to Federally 
Qualified Health Center (FQHC) grantees and look-alike entities. 
 
NACHC is the national membership organization for federally-supported and federally recognized health 
centers (hereinafter interchangeably referred to as “health centers”) throughout the country, and is an 
Internal Revenue Code Section 501(c)(3) organization.  NACHC also serves as a source of information, 
analysis, research, education, training, and advocacy regarding medically underserved people and 
communities. 
 
NACHC appreciates HRSA’s efforts to provide health centers with clarification on the requirements for 
establishing and implementing fee schedules, corresponding sliding fee discount schedules that are 
adjusted on the basis of the patient’s ability to pay, and billing and collection policies, consistent with 
the health center program statutory and regulatory requirements.1  These requirements have resulted 
in some confusion among health centers, stakeholders and even government representatives, 
particularly in recent years given the shift in socio-economic and demographic characteristics of health 
center patients and the changing health care industry and environment in general.  While NACHC 
generally agrees with much of the Draft PIN, we have a few overall comments and request certain 
clarifications of, and modifications to, specific sections of the Draft PIN, as discussed in detail below. 
 

 
 
 

                                                           
1
 See 42 U.S.C. §§254b(k)(3)(E) – (G); 42 C.F.R. §§51c.303(e) – (g) 
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General Comments 
 
NACHC appreciates that the Draft PIN provides a significant level of detail regarding the fee schedules, 
corresponding sliding fee discount schedules, and billing and collection policies that all health centers 
are required to establish and implement, consistent with statute and regulation.  To date, HRSA policy 
has lacked such detail, resulting in confusion in the field as well as inconsistency in the interpretation 
and application of these requirements.  Notwithstanding, the importance of maintaining flexibility (both 
in policy-making and operational authorities) based on a health center’s specific facts and circumstances 
should be explicitly recognized.  While various sections of the Draft PIN state that the establishment of 
specific policies and procedures are left to the discretion of the health center’s Board of Directors and 
management, NACHC believes that a statement upfront  regarding the areas in which such discretion 
apply would be more effective and would minimize confusion in the field.  NACHC requests that HRSA 
include a statement under the “Applicability” section, declaring that in instances where detailed 
requirements are not provided within the PIN, health centers and their Boards of Directors maintain 
flexibility and discretion to develop, establish and implement standards, policies and procedures that 
are appropriate for the facts and circumstances of the particular health center and its patients. 
 
Further, throughout the Draft PIN, there are references to the responsibility of the health center’s Board 
of Directors to establish and approve certain policies and procedures regarding the fee schedules, 
corresponding sliding fee discount schedules, and billing and collection policies.  NACHC certainly 
appreciates the important role played by the Board in establishing the financial management policies 
and overall fiscal direction that directly impact access to care (such as payment schedules and collection 
standards).  However, there should be an explicit recognition that the Board is the policy-making body 
for the health center and thus, generally, does not develop or approve the procedures that implement 
the Board-approved policies, which falls within daily operations conducted by the management team.  
NACHC requests that HRSA clarify all statements throughout the Draft PIN regarding the Board’s role 
in approving policies and procedures to indicate that HRSA does not expect Boards to “overstep” into 
management’s role and exercise daily operational authorities including the establishment and 
implementation of procedures.  Further, given the significant level of Board involvement in 
establishing the policies discussed in the Draft PIN, NACHC requests that HRSA combine all of the 
Board’s responsibilities into one section rather than addressing them separately throughout the PIN. 
 
Finally, while we understand that the Draft PIN is not meant to individually address specific services, the 
omission of any discussion regarding pharmacy services / prescription drugs could be problematic.  In 
our experience, the development of fee and discount schedules for pharmacy (in particular, prescription 
drugs purchased under the 340B program) has created significant confusion in the field.  In the past, 
various concerns have been raised, ranging from the level of inclusiveness of the prescription drug 
formulary eligible for discounts (and whether health centers can establish an “out-of-scope” formulary 
for certain high cost drugs) to considerations related to drugs reimbursed by private third party payors, 
to establishing fee schedules “consistent with locally prevailing rates” given the proliferation of low-cost 
alternatives (e.g., Walgreen’s $5 prescription programs) … and more.  NACHC requests that HRSA 
modify the Draft PIN to include a section on the application of fee and discount schedules to 
pharmacy and prescription drugs. 
 

Comments on Specific Sections of the Draft PIN 
 
Section II. Applicability 
 
The introductory paragraph to Section II (page 3) refers to sub-recipient organizations as entities in 
compliance with all applicable Section 330 requirements.  The citation in Footnote #2, however, 
describes a sub-recipient as an entity receiving funding under a contract by using the Medicare/Medicaid 
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definition of FQHC.   NACHC requests that HRSA modify this citation to reference the definition of sub-
recipient included in 45 C.F.R. Part 74, which would be more applicable to a sub-grant arrangement under 
which the sub-recipient complies with the same program requirements as the recipient.  Moreover, 
NACHC suggests that HRSA delete the reference in Footnote #2 to Section 330(a)(1), which addresses 
contracts for services.  Requirements for sub-recipient contracts are described in grants management 
policies, not Section 330. 
 
Section III. Background 
 
The first paragraph of Section III (page 4) provides the statutory authority for the fee and discount 
schedule and collection requirements addressed in the Draft PIN.  However, the statutory references cited 
omit the requirement in Section 330(k)(3)(G)(i) to prepare a “corresponding schedule of discounts.”  
Therefore, the reference to making every reasonable effort to collect payment “in accordance with such 
schedules” implies that the statutory collection requirement does not apply to persons eligible for 
discounts (which it clearly does, as addressed in later sections of the Draft PIN).  Moreover, the reference 
to collecting reimbursement for services to insured persons omits the requirement that such collections 
must be “on the basis of the full amount of fees and payments for such services without the application of 
any discount.”  Given that both of these omissions alter the meaning of the paragraph significantly, 
NACHC requests that HRSA revise this paragraph to include the full reference language, as indicated 
above. 
 
The last paragraph of Section III (page 4) states that “the sliding fee discount program supports the 
requirement that patients share in the cost of services based on their ability to pay ….”  The statute and 
regulations, however, refer to patient payment of fees for health center services and makes it clear that 
centers are expected to collect fees from patients, based on their ability to pay.  The reference to a 
“requirement” that patients share in the “cost” of services is not supported by the underlying law and 
alters the meaning of this paragraph.  NACHC requests that HRSA amend this section to mirror the 
language of the statute and regulations and not refer to the “cost” of services. 
 
Further, the last paragraph of Section III (page 4) refers to “individuals and families who are uninsured and 
underinsured ….”  The term “underinsured” is not defined until Section VI.D (page 12) of the Draft PIN.  
NACHC suggests that HRSA define the term “underinsured” upfront to avoid any confusion.  Further, the 
current definition includes “individuals who have or are eligible for … insurance (third party coverage) that 
may not cover or may only partially cover fees for certain health services ….”  While technically correct, to 
ensure uniformity of application, NACHC requests expanding the definition of “underinsured” to explicitly 
state that such persons include individuals who have third party coverage that does not include a specific 
service provided by the health center as well as individuals who have not reached their deductible 
amounts. 
 
Section IV. General Requirements 
 
Section IV (page 4) attempts to establish “general requirements” applicable to all health centers based 
on the statutory and regulatory requirements.  However, using the phrase “[S]tatute and regulations 
state the following ….” implies that the following paragraphs are direct quotations from the statute and 
regulations.  They are not as they contain HRSA policy statements as well.  NACHC requests that HRSA 
revise this section to clearly indicate that what follows is a paraphrase of the statute and regulations 
including HRSA policy interpretations of the same. 
 
The second general requirement (page 5) addresses the requirement that health centers make 
reasonable efforts to bill and collect payments from third party payors, and states that “[T]hese third 
party payors must be billed based on the full amount of fees for such services as negotiated through their 
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contracts without application of any discount.”  The phrase “as negotiated through their contracts” is 
problematic.  While health centers have the ability to negotiate what they are paid based on charges/fees, 
often they are unable to negotiate the charge structure itself.  This is particularly true with respect to public 
health insurance program charges structures.  Further, this phrase appears to confuse charges and 
collections.  For these reasons, NACHC requests that HRSA delete the phrase “as negotiated through their 
contracts.”  
 
Section IV (pages 5-6) concludes with a list of the areas that HRSA believes should be addressed in the 
policies and procedures establishing and implementing the health center’s sliding fee discount program.  
NACHC agrees that providing a list of suggested elements will assist health centers in ensuring that their 
policies and procedures are as inclusive as possible.  However, many of the concepts introduced in the 
list are not defined until later in the Draft PIN (e.g., temporary eligibility, grace periods).  Further, there 
appears to be some inconsistencies between the elements as listed and their definitions in future 
sections.  For example, this list indicates that “grace periods” are related to fee waivers.  However, 
Section VI of the Draft PIN defines grace periods are extended periods of time under which patients are 
charged in accordance with the sliding fee discount schedule or the nominal fee while obtaining the 
documentation necessary to verify income.  In that instance, grace periods are used as a collection 
accommodation.  Given the potential confusion that could arise by placing the list of suggested 
elements before the sections in which the elements are defined and described in detail, NACHC 
suggests moving the list to the end of the Draft PIN as a summary, and modifying it as necessary to 
ensure consistency of terms throughout the PIN.   
 
Section V. Fee Schedule 
 

Subsection A – Services 
 
Section V.A (page 7) addresses the first step in establishing the fee schedule – determining which services 
will have a distinct fee.  The Draft PIN suggests that, in addition to in-scope clinical services, the schedule 
of services subject to the fee schedule may include “non-clinical services, such as enabling services, as 
long as they are typically reimbursed within the local health care market.”  While enabling services are 
reimbursed under the Section 330 grant and may be covered by the health center’s Medicaid 
reimbursement rate, typically, private payors do not reimburse for many (if not most) of these services.  
Even if health centers are able to separate these services sufficiently so as to develop a fee schedule, they 
would need to be careful not to adversely impact their Medicaid rate.  Further, establishing a fee schedule 
for enabling services based on “local health care market” practices would not be very helpful, given that 
there may not be a “local market” for such services.  For these reasons, NACHC requests that HRSA 
modify this statement to provide that the fee schedule can include non-clinical services provided that 
such services are currently billed separately within the applicable health care market. 
 

Subsection C – Locally Prevailing Charges 
 
Section V.C (pages 7-8) addresses the consideration of “locally prevailing charges” in establishing fee 
schedule.  The Draft PIN states that such calculation “involves researching, reviewing and determining 
charges used by other health care providers in the community for the same or similar services” and warns 
that “many private providers’ charges may not be suitable comparisons because they are not based on 
the same comprehensive range of services that health centers provide.”  While technically these 
statements are accurate, they are incomplete.  At a minimum, there is a basis for comparison, given that 
the patient’s bill for services furnished by a private provider typically describes the different services 
provided and the charge for each.  The key difference lies in the fact that under Medicaid, most health 
centers are reimbursed on a global fee (the Prospective Payment System or “PPS” fee) making a 
comparison to charges by a private provider difficult.  NACHC requests that this warning be expanded to 
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at least explain the difference between a PPS rate (and overhead cost associated with a grant) and how 
private providers charge for services.  Further, NACHC requests that HRSA modify this section to include 
statements that health centers: (1) should check with counsel prior to gathering fee-related 
information from other providers given the potential for anti-trust violations; and (2) can make 
comparisons to similarly situated communities where no other local health care providers exist. 
 
Section V.C (page 8) concludes with a statement that “[N]ew health centers may rely more heavily on 
locally prevailing charges for constructing a cost-based fee schedule until they determine their own actual 
costs of operations. “  NACHC believes this statement is unnecessary and could result in confusion given 
that new health centers must project their costs in developing the Section 330 budget.  Thus, all health 
centers (new and old) should be reviewing both locally prevailing charges and costs of operation (actual 
or projected) in establishing their fee schedule and the weight given to each element should be in the 
discretion of the particular health center.  For these reasons, NACHC suggests deleting this sentence. 
 
Section VI. Sliding Fee Discount Schedule 
 
Section VI addresses the development and implementation of the sliding fee discount schedule.  The 
introduction to this section (pages 8-9) states that because the health center statute and regulations do 
not define some of the elements crucial to determining the sliding fee schedule – the terms family, 
family unit, household, and income – a “health center’s governing board must determine in policy its 
definitions of ‘family” and “income’ ….”  NACHC believes that, as drafted, this statement neglects to take into 
account that the Federal Poverty Guidelines, which form the basis for eligibility, do include some general 
definitions.  Moreover, NACHC believes that the better approach with regard to definitions of terms 
relating to the establishment of the sliding fee schedule would be for HRSA to provide standard, uniform 
definitions that would incorporate exceptions as necessary to account for a health center’s unique facts 
and circumstances, and requests that HRSA modify the Draft PIN accordingly. 
 
Further, while the Draft PIN (page 9) recognizes that the “unique characteristics of target populations and 
service areas” should be considered, it also states that “[O]nce established, these policies must be applied 
uniformly across the patient population.”  This statement is internally contradictory – you cannot have a 
uniform policy for all patients and at the same time take into account that the policy applies only to certain 
subgroups of patients.  NACHC requests that HRSA clarify this statement (as well as similar statements 
throughout the Draft PIN) to read “these policies must be applied uniformly across the applicable 
population."   
 

Subsection A – Determining Eligibility for Sliding Fee Discounts 
 
Section VI.A (page 9) states that, prior to determining whether a patient is eligible for a sliding fee discount, 
“the health center must evaluate a patient’s eligibility for insurance and/or related third party coverage and 
assist the patient with applying for such coverage, as appropriate ….”  In principle, and from a fiscal 
perspective, it is advisable for health centers to attempt to enroll patients in third party payor programs for 
which they are eligible.   However, HRSA does not have authority to require a patient to secure third party 
coverage if he/she elects not to do so.  Submitting an application for coverage is entirely voluntary.  NACHC 
requests that HRSA clarify that while health centers should evaluate eligibility for third party coverage and, 
as necessary, assist with applications for such coverage, the patient’s submission of an application and 
subsequent verification that it was not approved is not (and should not be) a condition of eligibility for 
sliding fee discounts and/or to receive services.  Further, HRSA should clarify that assisting patients with 
applying for coverage applies to “public insurance” as health centers cannot be expected to be 
knowledgeable about all available private insurance options. 
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Section VI.A (page 9) also states that “[S]ince health centers must adjust the SFDS based on annual updates 
to the FPG, patient eligibility for the SFDS should also be renewed/reviewed at least once a year.”  NACHC 
believes that, as drafted, this sentence could be interpreted as requiring eligibility review solely for those 
patients currently charged under the sliding fee discount schedule, as well as imposing additional 
administrative burdens on the health center to search its records for specific patients to whom the changes 
would apply.  Insofar as all potentially eligible patients should be informed of changes to the sliding fee 
criteria (regardless of whether a patient is currently eligible and up for renewal) so that the individual 
patient can choose whether to provide information necessary to determine eligibility, NACHC requests 
that HRSA clarify that health centers should send written notification to all patients about any changes to 
the eligibility rules, etc. along with a note that such changes could impact the patient’s eligibility for 
discounts, thus preserving the individual patient’s ability to make an informed choice. 
 
Section VI.A (pages 9-10) concludes with a list of exceptions under which accommodations may be 
made to waive or reduce fees for patients who do not fit squarely within the eligibility verification 
policies, whether due to waiting periods for insurance coverage, lack of documentation, or emergency 
situations.  One such exception is for temporary eligibility, which may be granted to patients who have 
applied for insurance coverage but are awaiting coverage decisions.  NACHC believes that 
“temporary eligibility,” as drafted, is unnecessary and should be deleted – if a person is uninsured 
when they present for care, they are uninsured regardless of whether they are awaiting a coverage 
decision. Further, use of pending insurance coverage as an example of “temporary eligibility” 
suggests that a health center can require application for insurance coverage (discussed above).  
 

Subsection B – Sliding Fee Discount Categories 
 

Patients with incomes above 100 and at or below 200% of the Federal Poverty Guidelines 
 
Section VI.B.1 (page 10) indicates that health centers have discretion in determining “the number of 
discount pay classes (incremental income categories) as well as the types of discounts (percentage of fee or 
fixed fee) offered to patients,” but recommends that the sliding fee discount schedule be comprised of 
“at least three (3) and no more than five (5) discount pay classes tied to graduations in income levels (above 
100 and at or below 200 percent of the FPG).”  While NACHC appreciates the flexibility afforded health 
centers, we request that HRSA remove the 3 – 5 category recommendation given the lack statutory / 
regulatory support.  At a minimum, HRSA should explicitly state that this recommendation is not required 
by statute or regulation.  Further, NACHC requests that HRSA clarify whether a fixed fee is the same as a 
flat fee, and add a statement that health centers have flexibility to maintain: (1) different schedules for 
different services (stated in another section, but worth reiterating here); and (2)  different types of 
discounts for different services (a “mix and match” approach). 
 
Section VI.B.1 (page 10) also states that “the structure of the SFDS should be routinely evaluated to ensure 
that it meets the statutory intent of the Health Center Program that cost is not a barrier to care.”  NACHC 
requests that HRSA revise this to read “patient charges” or “fees” will not be a barrier to care.  Neither 
the statute nor the regulations use “cost” as a basis for setting the discount schedule.  Rather, cost is 
relevant in establishing the fee schedule.  Using “cost” in this instance confuses costs and charges/fees. 

 
Patients with incomes over 200 percent of the Federal Poverty Guidelines 

 
Section VI.B.2 (page 11) states that for services provided to individuals / families who do not qualify for 
discounts, the health center must “either charge full fees and/or seek reimbursement from a third party….”  
NACHC requests that HRSA delete the phrase “or seek reimbursement from a third party” as its inclusion 
is unnecessary and could be confusing.   If there is a third party payor for the services provided, the health 
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center is required to make reasonable efforts to secure payment from such payor without application of 
discounts, regardless of the patient’s income level.   
 
Finally, NACHC is very pleased to see HRSA’s recognition health centers may reduce the amount of a 
particular payment received directly from a patient who does not otherwise qualify for discounted 
services under the Section 330 rules, provided that there is another source of funding available to 
support payment.  Notwithstanding, NACHC believes that, as drafted, this section is unclear.  For 
example, the Draft PIN states that Ryan White funds can be used “to provide discount services” to 
individuals who would not otherwise qualify for discounts under the health center program rules “in 
accordance with Ryan White Program requirements for annual caps on fees.”   Similar to Section 330 
grant funds, Ryan White funds are not “fee-for-service” – they are not tied to a particular service but 
rather to the full complement of services provided under the grant.  Accordingly, NACHC requests that 
HRSA clarify this example to state that the Ryan White funds can be used to “subsidize payments, in 
whole or in part, for services provided to individuals eligible for Ryan White …..”  Further, the Ryan 
White requirement to cap annual fees is separate from the program’s sliding fee schedule 
requirements – a grantee would not provide discounts in accordance with the cap requirements.  As 
such, NACHC requests that HRSA delete this last phrase regarding the annual cap requirement or at a 
minimum, reference the requirement in a separate sentence.    
 
Further, as drafted, the PIN indicates that when funding from other sources are “considered a payor 
source or a subsidy, then the health center may charge the full, undiscounted fee … to that funding 
source.”  Although the Draft PIN notes that these funds could function as a “subsidy,” the full statement, 
as well as the subsequent example, appears to contemplate only those situations under which the other 
payor is charged for and provides payment of the full fee owed by the patient.  However, patients who 
do not qualify for discounts may pay a portion of the full fee with the other payor providing the 
difference (thus subsidizing payment in full). This is particularly true in cases where the “other Federal, 
State, local, or private sources” of funding include grants such as Ryan White funds, which as noted above, 
subsidize the costs of all care provided under the grant rather than on a service by service basis.  NACHC 
requests that HRSA clarify this paragraph to include all situations under which the patient may directly pay 
less than the full charge, with the difference subsidized by another third party program.   
 

Subsection C – Establishing and Collecting Nominal Charges 
 
Section VI.C (page 12) states that whether the health center charges a nominal fee is a policy decision to be 
made by the health center’s governing board.  Although the first paragraph of this section cites the regulatory 
requirement for full discounts for individuals at or below 100% of FPG, NACHC suggests that HRSA reiterate 
this requirement, explicitly noting that, pursuant to health center regulations, whether to charge a 
nominal fee is in the discretion of the health center, provided that “imposition of such fee is 
consistent with project objectives” (i.e., does not create a barrier to care).  Thus, while health centers 
are not required to provide “free care,” the nominal fee is an exception to a full discount that is allowed as 
long as it does not create a barrier to care.  
 
Section VI.C (page 12) also addresses procedures by which nominal fees can be waived, stating that only 
“specific health center staff delegated with the authority to apply these policies should do so …. Health 
center staff, including an individual board member, Executive Director, provider, or other staff member, 
may not independently waive charges for a particular patient nor declare a particular service as free of 
charge.”  NACHC requests that HRSA clarify the consequences of patients refusing to pay their nominal fees 
(i.e., can the patient be terminated?  Can dunning letters be sent?).  Although refusal to pay is discussed in 
Section VII, it is unclear whether those rules apply to individuals charged nominal fees.  Thus, refusal to pay 
nominal fees should be addressed either in this section or clarified under Section VII.  Further, given that 
the rules around the waiver of fees should apply to all patient fees (not just nominal fees), NACHC also 
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requests that HRSA move these statements to Section VII, which addresses billing and collection in general.  
At a minimum, these statements should be clarified to state that: (1) individual board members cannot 
waive any fees (and are not staff); (2) any fee waivers should be uniformly applied in accordance with 
established policies and procedures, which should address under what circumstances fees will be waived 
and which staff members retain waiver authority; and (3) except for those staff members explicitly allowed 
to waive patient fees, no other staff members can or should waive or reduce fees.  
 

Subsection D – Co-Payments for Patients At or Below 200 Percent of the Federal Poverty 
Guidelines with Third Party Coverage 

 
NACHC appreciates HRSA’s clarification regarding the application of sliding fee discounts or nominal 
fees to payments owed by underinsured individuals.  Whether such application is appropriate has 
been an unresolved issue to date and has resulted in confusion and inconsistent application in the 
field.  Notwithstanding, NACHC believes that the way in which this section (page 12) is drafted could 
add to such confusion.  For example, currently, the section states that health centers may serve 
underinsured patients who qualify for discounts and who should not be charged more than their uninsured 
counterparts.  However, it does not explicitly state that the income of such individuals should be verified for 
potential eligibility for the discount schedule (which should be the starting point).   Further, the Draft PIN 
states that the sliding fee discount schedule is applicable to patients’ fees not covered by third party payors 
such as co-payments and co-insurance.  However, it fails to include other forms of out of pocket expenses, 
such as high deductibles. Insofar as Section  330 of the PHS Act and HRSA regulations are silent about 
insurance status as it relates to the application of the discount schedule, NACHC requests that HRSA 
revise this section to state definitively that SFS apply to co-payments, deductibles, and all out of pocket 
expenses for eligible patients, subject to applicable federal law for Medicare and Medicaid and the terms 
and conditions of private payor contracts  We believe that the draft PIN is unclear  on this point and  
requires such clarification. 
 

Subsection E – Multiple Sliding Fee Discount Schedules 
 
Section VI.E (pages 12-13) clearly states that health centers are allowed to use multiple discount 
schedules.  NACHC appreciates HRSA’s clarification in this regard, given the level of confusion in the field 
with respect to this issue.  However, the Draft PIN also requires that health centers “include such 
documentation in the board meeting minutes where multiple SFDSs were discussed, and the board-
approved discount policy was approved. The presence of multiple SFDSs should be routinely evaluated to 
ensure that they do not inadvertently create a barrier to care.”  NACHC requests that HRSA delete these 
two statements.  The emphasis on documenting the reasons for establishing multiple discount 
schedules implies that they are, in fact, something out of the ordinary and/or require documentation 
above and beyond that required for establishing the discount schedule as a whole.  This emphasis is 
likely to raise undue scrutiny from HRSA (or other) reviewers.  Since the entire sliding fee discount 
schedule has to be established in a way that does not present a barrier to care, and must be 
documented, approved and regularly evaluated by the board, there is no reason to treat multiple 
schedules differently in terms of approval, documentation and evaluation.  At a minimum, HRSA 
should clarify that these requirements apply in the same manner as they do to the discount schedule 
as a whole. 
 
Section VI.W (page 13) also addresses the application of sliding fee requirements to formal referral 
arrangements included within the health center’s scope of project (i.e., services listed in column III of 
Form 5A), requiring that the written referral agreement include language about the availability of sliding 
fee discounts.  NACHC agrees that patients who would otherwise qualify for discounts if the service was 
provided directly by the health center should receive discounted services under these arrangements as 
well.  Nevertheless, NACHC believes that a level of flexibility must be afforded to allow for arrangements 
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under which the referral provider offers discounts to patients without utilizing a sliding fee schedule 
(e.g., an indigent care policy that incorporates flat fees; a policy under which the referral provider bills 
the health center, which in turn acts as a payor and subsidizes the fees for eligible patients).  NACHC 
requests that HRSA modify this section to explicitly permit discount arrangements with referral 
providers that achieve the same goal as the sliding fee approach (unfettered access) but utilize a 
different methodology to do so (including the aforementioned).  Further, NACHC requests that HRSA 
clarify that the requirement to ensure discounts for patients receiving services from referral providers 
applies solely to written referral agreements for in-scope services listed on Form 5A (and not to all 
written agreements between health centers and other providers, regardless of whether the 
arrangement is in-scope).  Finally, NACHC requests that HRSA include exceptions for instances where 
referrals for services are governed by state law or regulation that do not allow for discounts (such as 
some Medicaid managed care arrangements).  
 

Subsection F – Applicability of Sliding Fee Discount Schedules to Service-Related Supplies / 
Materials 

 
Section VI.F (pages 13-14) appears to clarify the application of the discount schedule to supplies and 
materials related to or provided with services, stating that medically-related supplies or materials that 
are “an integral part of the provision of service” would be included in a single bundled fee, to which the 
discount schedule would be applied.  The PIN also states that “[S]uch supplies or materials are often 
referred to as “incident to” the provider’s service.” 
 
While NACHC appreciates this attempt at clarification, we believe that the use of the term “incident to” 
is inappropriate and thus should be deleted.  “Incident to” is a Medicare billing term that applies to the 
way in which Medicare pays for certain services.  Imposing this term on the manner by which a health 
center charges certain patients is incorrect.  Further, the citations noted are inaccurate.  Section 
1861(aa)(3), which is cited as authority, defines FQHC services, and allows payment for physician services 
and certain other services that are rendered incident to the physician services (and are the kind that 
either are rendered without charge or are included in the physician’s bill).  This citation does not provide 
clarification as intended; rather, it could add to the existing confusion. 
 
As an alternative, NACHC requests that HRSA clarify what is “integral” to the provision of a service.  For 
example, HRSA could define as “integral” those supplies and materials that are provided as part of a 
service under the prevailing standards of care and in the normal course of business, without which the 
provider cannot furnish medically-appropriate care (such as casts or other similar medical equipment 
when setting a broken bone).  In those instances, the supplies and materials would be subject to the 
sliding fee schedule requirements.  On the other hand, materials and supplies for which medically 
equivalent alternatives exist, such as IUDs, certain dental implants and restorative materials, would 
not be considered integral to treatment and thus would not be subject to the sliding fee schedule 
requirements. 
 
Section VI.F (pages 13-14) also states that other supplies or materials that are related to, but not “incident to” 
or an integral part of the provision of a given service, may be charged separately based on locally prevailing 
rate structures, and that health centers are not required to apply the discount schedule to these 
supplies/materials.   While NACHC supports this policy proposal, we are concerned that if construed too 
broadly, such policy could impact low income patients’ ability to access such supplies and materials from 
potentially their only source of care.  As such, if HRSA adopts this policy, NACHC believes it is important 
that the policy also remind health centers that Section 330(k)(3)(G) requires health centers to waive or 
reduce payments as necessary to ensure access to services.  NACHC requests that HRSA modify the policy 
to state that while sliding fee schedule rules do not apply to non-integral materials and supplies, health 
centers are still required to ensure reasonable access to care regardless of ability to pay, and thus may 
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need to discount those items on a case-by-case basis, based on individualized determinations of financial 
need in the sole discretion of the health center. 
 
Section VII. Billing and Collection 
 

Subsection A – Billing Third Party Payors 
 
NACHC requests that HRSA delete Section VII.A (pages 14-15) in its entirety.  While billing third party 
payors is important, technically it is not part of the discount schedule, which by definition under the 
Draft PIN, applies to out of pocket payments from uninsured and underinsured patients.  
 
Alternatively, if HRSA decides not to delete Section VII.A, the section requires a few clarifications.  First, 
under the statute and regulations, there is no requirement that health centers participate in private health 
insurance.  Rather, health centers are required to make reasonable efforts to collect payments from those 
private insurance programs in which they choose to participate.  This distinction is important given that 
health centers must negotiate reimbursement rates with third party payors.  If health centers are required 
to participate in the private health insurance programs in which their patients are enrolled, their ability to 
negotiate such rates (or simply walk away from a bad contract) will be adversely impacted.  NACHC 
requests that HRSA revise both the introduction to Section VII.A and sub-section 2 on “Private Health 
Insurance” to indicate that, consistent with statutory and regulatory requirements, the requirement to 
participate in insurance programs applies solely to Medicare, Medicaid, and CHIP.    
 
Further, Section VII.A states that “[H]ealth centers must first evaluate a patient’s existing coverage or 
eligibility for coverage under public and private third party payors before assessing their eligibility for the 
SFDS.”  It is unclear as to the relevancy of this statement to a section on billing and collection; as such, 
NACHC suggests that HRSA delete it. 
 

Private health insurance 
 
Section VII.A.2 of the Draft PIN (page 15) states that “HRSA recognizes that in many cases, an individual health 
center’s ability to negotiate reimbursement rates for services may be limited.  In those cases, health centers 
may accept a reimbursement rate from a private health insurance plan that may be less than its established 
fee for a service.”  This statement appears to explicitly allow health centers to give a price discount to private 
insurers, in direct violation of Section 330 as well as various provisions of federal law, including but not 
limited to those overseen and enforced by HHS’ Office of Inspector General.  As noted in the Draft PIN, 
for health center patients covered by private insurance, Section 330 (k)(3)(G) requires health centers to 
make “every reasonable effort … to collect reimbursement . . . on the basis of the full amount of fees or 
payments for such services without application of any discount” (for the specific service or services the 
insurer covers).  While this provision provides health centers flexibility in cases where they are unable to 
collect the payments, it does not afford health centers the ability to accept a discount as part of the 
upfront negotiation of reimbursement rates.  Further, a health center would not be making the required 
every reasonable effort unless it took the position with the insurer that the insurer must pay the center’s 
fee/payment schedule or the center will not sign the insurer’s contract.   
 
Other federal law also prohibits such discounts.  On an increasingly frequent basis health centers are 
being required by Medicaid, Medicare and private insurers to take capitated risk contracts under which 
the insurer’s payments (even under Medicaid and Medicare where wraparound is provided) are less 
than the health center’s costs of services to which those contracts apply.  Such capitated contracts are 
unlawful under Section 330(c)(1)(B)(ii) (requiring that capitation payments at least cover the center’s 
costs) and (e)(1)(C) (incorporating Section 330 (c)(1)(B)(ii),  
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Apart from being unlawful, giving discounts to private insurers is unnecessary.  Private insurers contract 
for specified services at specified rates, unlike Medicaid and Medicare that cover the full range (or 
something very close) of all health center services and therefore consolidate payments based on per 
visit rates that load on the cost of all rather than paying separate amounts for each.  A health center 
patient who has private health insurance is covered only for the specific services the insurer wants the 
health center to provide.  The patient is uninsured with respect to other health center services he or she 
may need.  If specific service costs are isolated for purposes of private insurers, it is highly likely that 
insurers’ rates will cover those specific service costs.   
 
For the reasons stated above, NACHC requests that HRSA delete the sentence that allows a health center 
to accept a reimbursement rate from a private health insurance plan that is less than the health center’s 
established fee schedule.  At a minimum, clarification is required regarding the aforementioned issues. 
 
Section VII.A.2 of the Draft PIN (page 15) also states that “HRSA continues to encourage health centers to 
seek reimbursement for reasonable costs for providing services and reimbursement rates that are 
consistent with what the insurer pays other providers in the community for that service (i.e., reflects locally 
prevailing charges and reimbursement rates).”  NACHC requests that HRSA modify this section to 
explicitly recognize the right of health centers to walk away from bad private insurance contracts and, in 
particular, those that do not cover their reasonable costs of providing the covered services.   
 

Subsection B – Billing Patients 
 

Patient billing and collections 
 
SectionVII.B.1 of the Draft PIN (page 16) states that “[I]f a health center considers billing fees necessary 
and appropriate for patients above 200 percent of FPG, then the practice should be used only after 
analyzing the likelihood of receiving payment from a patient.  In addition, this practice must be clearly 
documented in board-approved policies, communicated to patients ….”  Given that the PIN defines “billing 
fees” as fees related to collections, it is unclear why the likelihood of receiving payment is relevant to 
whether a health center utilizes collection fees.  Rather, to ensure consistency in application, it is advisable 
to establish a uniform policy that is communicated to patients upfront, prior to delinquency.  The question 
of whether the health center pursues the claim (by collection agency or lawsuit, for example) might depend 
on the likelihood of success, but the establishment of a collection fee policy should not.  Accordingly, 
NACHC requests that HRSA revise this section to state health centers implementing collection fees should 
document such practice in board-approved policies and communicate the practice to patients at the time 
of the visit. 
 

Refusal to pay 
 
Section VII.B.3 of the Draft PIN (pages 16-17) states that “HRSA acknowledges that there may be 
instances when a patient refuses to pay based on the established SFDS or to allow for payment by 
third parties for services provided by the health center.”  This statement seems to indicate that refusal 
to sign up for insurance can constitute refusal to pay.  As discussed previously, health centers cannot 
require patients to participate in insurance programs for which they are eligible.  The statement also 
appears to indicate that only self-pay patients who are eligible for the sliding fee discount schedule are 
subject to refusal to pay policies.  NACHC requests that HRSA delete the phrase “or to allow for 
payment by third parties for services provided by the health center” or, at a minimum, explicitly 
state that health centers cannot require patients to participate in insurance programs and that such 
refusal to participate will not trigger refusal to pay policies.  NACHC further requests that HRSA 
clarify that refusal to pay policies apply to all self-pay patients, not just individuals who qualify for 
the sliding fee discount schedule. 
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This section also indicates that health centers can “offer grace periods” as an accommodation to 
collection issues.  This term was previously utilized in the Draft PIN as the period of time offered 
patients to provide documentation of eligibility for sliding fee discounts, which is different from a 
refusal to pay situation.  NACHC requests that HRSA modify this section accordingly. 
 
With respect to discharging patients for refusal to pay, the Draft PIN states that “[D]ischarging a patient 
from the practice due to refusal to pay should be viewed as a “last resort” when all other options have 
been exhausted.”  Using the terms “last resort” and “all other options” unduly constrain the health 
center’s flexibility, and actually could be counterproductive.  For example, if a health center is undergoing 
collection efforts, but has not yet exhausted the process, it may be difficult to conduct an effective patient 
relationship, thus requiring that the patient be dismissed prior to exhausting all options.  NACHC requests 
that HRSA revise this sentence to indicate that health centers take care in using the option to discharge, 
and that all alternatives should be explored whenever possible. 
 
 
Thank you for the opportunity to respond to the above-referenced solicitation.  Please do not hesitate 
to contact me by telephone at (202) 296-0158 or by email at rschwartz@nachc.org if you have any 
questions or comments or if you require any clarification on the comments presented herein. 
  
Sincerely, 

 

 

Roger Schwartz 
Associate Vice President of Executive Branch Liaison 
National Association of Community Health Centers  
 
 
 


