SDPS MEMORANDUM
MEMO NBR: 07-381-GN
DATE: Cctober 2, 2007

SUBJECT: GUI DELI NES FOR CONTRACTOR GOVERNANCE AND SENI OR STAFF AND
GOVERNI NG BCODY STRUCTURE

TG SDPS CEO Point of Contact, Project Oficers, Contract Specialists

THROUGH: Terris King, Deputy Director, Ofice of Clinical Standards and
Quality

FROM Barry M Straube, MD Chief Medical Oficer Director, Ofice of
Clinical Standards and Quality

The purpose of this menobrandumis to provide Q Os revised guidelines for
contractor governance, and governi ng body comnposition, service |length and
conpensation. These guidelines are currently recommended for the remainder of
the 8th SON However, they may be requirenents of eligibility prior to the start
of the next Scope of Wrk. This SDPS Menorandum repl aces SDPS Menor andum
#07-227-CGN, dated June 15, 2007.

The contractor governi ng body shoul d devel op and i npl enment a conpliance program
At a mininmum an acceptable conpliance program shoul d consist of the follow ng:

*Witten policies, procedures, and standards of conduct that articulate the
organi zation's conmitrment to conply with all applicable Federal and State
st andar ds.

*The designation of a conpliance officer and a conpliance committee.

*Ef fective conpliance training and education for the organi zation's enpl oyees,
nmanagers and governi ng body nenbers.

*Ef fective lines of conmunication between the conpliance officer and the
organi zation's enpl oyees.

*Enf orcenment of policies, procedures and standards of conduct through
wel | - publicized disciplinary guidelines.

*Procedures for periodic internal nonitoring and auditing.

*Procedures for ensuring pronpt response to detected offenses and devel oprment of
corrective action initiatives.

The governing body sets overall policy and direction for the contractor and
retai ns oversight responsibility. The conpliance officer handl es the day-to-day
operations issues that arise in the follow ng areas: conpliance, conflict of
interest, ethics, programintegrity and conpensation and travel costs for senior
executive staff and governi ng body nenbers. Wen appropriate, the conpliance

of ficer refers issues in specific areas to the governing body. The governing
body shoul d establish a conpliance commttee with a mininumof three nenbers and
conprised of a magjority of independent nenbers. The governing body should refer
to the conpliance commttee for review, any concerns, issues and conplaints in



t he above-referenced areas.

Shoul d the Q O governing body be too small to establish a conmpliance committee
of the board, CMS reconmends that it appoint one i ndependent board menber to
work with the Conpliance Oficer to address the concerns above. The Contracting
O ficer should be advised if the QO board is too snall.

CMB has provided guidance to its fee-for-service contractors on the devel opnent
and mai nt enance of an effective compliance program and can be found at:

http://ww. crs. hhs. gov/ Medi car eCont ract i ngRef ornf 12_Conpl i ancePr ogr anfaui dance. as
p#TopOF Page.

This information is in large part readily adaptable to the Q Gs and shoul d be
used to the extent possible. W will be reviewing it for any necessary revisions
for the QOGs and, if substantive changes are necessary, wll post that docunent
wel | in advance of the 9th Scope of Work

The contractor should nake publicly available on its website (at a m ni num

information regarding its governing body, including:

nunber of menbers,

| engt h of appoi ntment,

cap on service

when appoi ntments are made,

what percentage of the governing body is typically appointed each year

nanes, affiliation and conpensati on (where pernmtted) of governing body
menbers.

DO QOO T

The Q O and the key personnel may not have an ownership interest greater than
five percent or operate, or be owned by or affiliated with, a health care
facility or an association of health care facilities in the area, as stated in
sections 1152 and 1153 (b) of the Social Security Act (the Act), and in 42 CFR
475. 100- 106.

Each contractor should specify the nunber of menbers on its governing body, and
shoul d not exceed 20 nmenbers except where appropriate justification is provided.
Each contractor shoul d adopt policies ensuring governing body nmenbership

i ncl udes representatives of a variety of healthcare settings and/or disciplines
(e.g., hospitals, nursing hones, hone health) as well as of non-healthcare
backgrounds, so that the Board is not conprised of a majority of physicians or
any other type of practitioner or profession. The contractor should seek to

i nclude statisticians, epidemologists, nedical records managers and ot her

heal th professional and informati on nanagenent disciplines, as well as experts
fromoutside the health care field, on the governi ng body.

Section 1152 (3) of the Act requires a mninumof at |east one consuner
representative on the Q O governing body. The Q O Manual, Section 2220, will
continue to specify minimumqualification criteria for this representative

i ncluding that the individual rmust be a Medicare beneficiary. CMS encourages
greater diversity in consumer representation, which would help the QGCs to
maintain a focus on the consuner as a custoner. Any governing body with nore
than 10 nenbers should have at |east two consuner representatives.

Each contractor governing body should adopt policy ensuring that at |east
two-thirds of the nenbers are i ndependent and have not been conpensated by the
QOwthin the last year for non-governing body services. The CEQ CFO, CMO and
COO shoul d not receive additional conpensation for governing body menbership.



Oficers of the QO and/or its parent entity should not conprise nore than 20%
of the governing body. Each contractor should adopt a cap on consecutive
gover ni ng body menber service tine of six years in order to ensure new and
different perspectives. There would be no restriction on reappointnents after a
one year break in governing body service. Governing bodies with 1-5 nmenbers may
exenpt one nenber fromthe six year termlinmt, those with 6-10 nenbers may
exenpt two nenbers fromthe six year termlinmt and those with 11 or nore nmay
exenpt three menbers fromthe 6 year termlinmt. No board nenber may exceed 9
consecutive years of board service. This requirenment excludes ex-officio menbers
of the board.

The start date for counting board service tine is the date of the first round of
the 7th Scope contracts. Thus, any board nmenmber with approximtely 5 or nore
consecutive years of service may work to the end of the 8th Scope of Wirk. This
sixth and final year serves as a one year transition period to achieve
conpliance with this guideline.

CVMB will consider allowing an additional transition period on a case-by-case
basis, if a QO can docunent that it has nmade a genuine effort to neet the
guideline. In no case will this additional transition period exceed 12 nonths,
though the period may be |l ess than 12 nonths.

There should be a quorumrul e of the governing body that states that no business
of the governing body can be conducted unless a majority of the present and
avai | abl e menbershi p consi sts of independent governing body menbers.

The duties of governing body nmenbers should be delineated in by-laws that are
updat ed annual ly and shoul d include: attendance and participation in no |ess
than 80 percent of board nmeetings (e.g., 10 out of 12 nonthly meetings per
year); participation in an ongoing training plan (devel opnent plan) for board
nenbers that would include training in ethics, conpliance, cultural awareness
and other relevant topics, and; participation in sub-conmittees as appropriate.

Each contractor shoul d consider the devel opnment and i npl enentation of annua
performance eval uations for the body nmenbers, including the CEQ COO and CFO, as
wel | as an annual board sel f-assessnment and an overal |l perfornmance inprovenent

pl an.

Pl ease notify your internal point of contact if you have any questions. He or
she may contact the QualityNet Help Desk if additional information and/or
assi stance are needed.
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