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Indian Health Service Capital Financing
Wednesday, January 12, 1994
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12300 Twinbrook Parkway
6th Floor Conference Room
Rockville MD 20852
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Welcome & Introductions - Leo Nolan

8:30

Introduction to Hospital Revenue Bonds - Stephen Claiborn, Lehman Brothers
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Overview of health Security Act and impact on IHS - Cliff Wiggins, IHS

10:00

Break

10;15

Overview of IHS; Current Health Facilities Program - Gary Radtke, IHS
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Credit Issues in Hospital Revenue Bond Market - Dave Johnson, Lehman Brothers
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Legal Issues in Hospital Revenue Bond Market
(taxable/tax-exempt, stand alone/consolidated structures) - Bob Zimmerman, Foley & Lardner

12:30
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1:15

Financing structures, taxable & tax-exempt - Darrel Flanel, Lehman Brothers

2:00

Credit enhancement alternatives - Ed Appel, Lehman Brothers

2:45
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3:00

Tribal Joint Venture Demonstration Projects
Warm Springs Floated Bonds - Jim Sizemore
Choctaw Poteau Clinic - Jack Ferguson

3:30

Open Discussion to Develop a Consensus
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IRS Capital Financing

Page 1

!Background: Health Care Reform Indian Health Service
1. Background on IHS
The close involvement of the PHS with the Indian health program started in 1926 and was based on the Indian
program's need for medical personnel and health service expertise, particularly in communicable disease. The
1955 transfer of programs to the PHS was based on these needs, couples with the benefits of being in an agency
focusing exclusively on health.
The IHS has developed a health care delivery system and model that combines clinical services for individuals
with community and public health programs. Within the limits oflHS' annual funding base, the service delivery
system includes and integrates:

+

Comprehensive, curative, preventive and rehabilitative health care

+

Supplemental services to improve access and appropriate utilization

+

Public health, conununity and population-based programs

+

capacity-building programs

+ Traditional American Indian/ Alaska Native beliefs and approaches to personal, spiritual and community
health
The current American Indian/ Alaska Native (AI! AN) service population of the Indian Health Service is 1.3
million in 33 states. Services are delivered under circumstances that are overwhelmingly rural and isolated,
focusing on relatively small numbers of people in any given area.
According to national estimates, no more than 28% of the IHS service popula tion is covered by any form of priva te
insurance, and this proportion includes those holding both supplemental policies (e.g., medigap, long term care,
etc.) as well as those with more comprehensive policies. Among AIl ANs who are employed full time, it is
estimated that only 42% have employment-related insurance. Financial, cultural and language barriers fre
ljuently reduce access to, use of and acceptability of private health care facili ties available near Indian reservations
and communities.
Health reform will not change the need these small communities have for: public health and other services not
part of health reform proposals; professional expertise; coordinated efforts to address common problems; and
training, recruitment and retention of health professionals.
The lHS addresses the needs of this diverse population through a partnership with more than SOD federally
recognized tribes and 34 urban Indian organizations, collectively operating 50 hospitals. 140 service units, 164
health centers, 7 school health centers, 112 health stations, 172 Alaska villageclinics,and28 urban clinics. Services
funded by IHS in urban areas range from provision of outreach and referral services to deli very of comprehensive
ambulatory health care.
The FY 1993 appropria tion to IHS was $1.537 billion for Indian health services and $336 million for Indian health
Facilities including domestic and community sanitation facilities.
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2. Background on Health Care Reform
National heal th care reform proposes to provide universal and affordable access to quali ty heal th care. This plan
will provide access to such services for all Native American and Alaska Native people.
Any reconfiguration of health care services and/or financing for All AN people must appropriately address the
Federal government's legal and historic responsibility to provide adequate health care to Indian people. This
responsibility, now contained in multiple statutes, is based upon treaties that exchanged aboriginal lands for
Federal benefits including, among others, health care.
Health care reform initiatives that affect All AN communi ties will proceed within the framework of government
to-government relationships with over 500 federally recognized Indian nations. This obligation and procedural
framework were recently reiterated in the Indian Health Care Improvement Act and the Indian Self-Determina
tion Act to assure the highest possible health status for Indians throughout the United States and provide all
resources necessary to affect tha t policy and "to encourage the maximum participation of Indians in the planning
and management of such Federal health services."
At the ninth Annual IHS/Tribal Consultation Conference held on May 3-6, 1993, more than 300 tribal leaders
expressed their views and recommenda tions on health care reform. The consensus of these leaders supports the
retention of an enhanced, separate IHS/TribaIlUrban health care system for All AN people.
Key features common to all health care reform options for AI/ ANs are:

+

Guarantee core medial benefits defined in national package to all Indian people.

+

Indian beneficiaries exercise individual choice of plans during enrollment. Portable financial benefits
would allow All ANs to enroll in any plan, not just IHS plans.

+

IHS maintains a broad public health and environmental health services program inclusive of direct
community based care, outreach services, technical assistance, training, and construction programs.
Reform shall not diminish Indian benefits outside the scope of the medical benefits package.

+ The IHS/Tribal rural delivery system and infrastructure must be adequate to assure access to the standard
benefits package.

+

Maintain Tribal government and Indian Organization opportunities established under the Indian self
Determination Act to manage and operate health programs for Indian people.

3. Need for Changed/Improved Program
Many AI!ANs live under harsh and adverse environmental, economic and social conditions that place them at
disproportionately higher risk for illness and injury than is the case for persons in the general population. 111e
Indians residing in IHS service areas are in poorer health compared to other persons in the United States.
Morbidity and mortality rates for many diseases and injuries remain higher than those for the general population
despite remarkable success in reducing communicable and infectious diseases over the last two decades. Indians
do not live as long as other populations. Approximately 33% of AI/ AN deaths in IHS service areas occur within
the under 45 age group; this compares to only 11 % within the same age group of the general U.S. population.

IHS Capital Financing
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! 'Jl1ding for existing THS benefits is discretionary--not an entitlement. IHS appropriations do not guarantee a

Ilxcd package of services. IHS per capita funding for health services ($1,485) is substantialIy lower than that for

the larger U.s. population (42,606). Availability of services varies among service sites. Specialty and non
0mergency services are strictly rationed.
,Vlany IHS/Tribal/Urban health facilities are smalIer, older an in poorer condition than health care facilities in the
balance of the country. Sixty five percent are located in isolated areas and are the only accessible source of car for
many All AN communities. Half of all IHS hospitals are more than thirty years old. Ambulatory care capabilities
hay!' not grown in proportion to the increase in demand for services. Consequently, All ANs often experience
backlogs, long waits and general constraints on services provided. The age, condition, size and location of many
facilities limits modem medical practices. Facilities and providers operating in geographically remote areas
endure special costs of isolation and cannot realize economies of scale.
H.isk adjusted enrollment based funding for the universal benefits package can be expected to improve revenue
streams for basic medical services for IHS beneficiaries. However, real access to and proper utilization of such
benefits can only be assured if health care reform occurs in the context of a broader comprehensive delivery
program that includes:
oj-

+

Up front augmentation of IHS/Tribal/Urban infrastructure to modernize capital inventory and upgrade
capacity and capability
Sustain costly operating scales that are frequently encountered in serving scattered isolated All AN
populations with no other source of health care

oj-

Culturally sensitive and appropriate programs keyed to the diverse needs of each All AN community

~.

Provision of enabling services such as multi-lingual interpretation, patient transport, and community
outreach

.;. Integration and coordination with public health programs, community programs, and traditional native
approaches to healing and health consultation with, support of, and oversight by Tribal governments as
they exercise their sovereign rights on behalf of their people
This proposal outlines thes0 broader provisions that are necessary and critical to basic health insurance reform
if Indian people are to relale improved health status.

1 Sec. 8310. INFRASTRUCTURE.
2
(a) Facilities--The Secretary, acting through the
3 Indian Health Service, may expend amounts appropriated
4 pursuant to section 8313 for the construction and renovation
5 of hospitals, health centers, health stations, and other
6 facilities for the purpose of improving and expanding such
7 facilities to enable the delivery of the full array of items
8 and services guaranteed in the comprehensive benefit
9 package.
10
(b) Capital Financing--There is established in the
11 Indian Health Service a revolving loan program. Under
12 the program, the Secretary, acting through the Indian
13 Health Service, shall provide guaranteed loans under such
14 terms and conditions as the Secretary may prescribe to
15 providers within the Indian Health Service system to
16 improve and expand health care facili ties to enable the deli very
17 of the full array of items and services guaranteed in
18 the comprehensive benefit package.
19 SEC. 8311. FINANCING
20
(a) Establishment of Fund--Each health program
21 of the Indian Health Service shall establish a
22 comprehensive benefit package fund (hereafter in this
23 section referred to as the "fund").

IRS Capital Financing
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HEALTH SECURITY ACT
Summary for Indian Health Service

il

Slides -- 12120/93

Indian Health Services

TOPIC

HEALTH
SECURITY
ACT

•

Health programs of the IHS will provide health
services under the Health Security Act

•

Programs of IHS are provided through:

I a facility of the IHS
I

a tribe or tribal organization

I an urban Indian program

Electing and Enrolling

ELIGIBILITY FOR INDIANS
To enroll in the IHS program a person must be:
•

An Indian described In section 809(b) of Indian Health
Care Improvement Act or a descendent of a member
of an Indian tribe and Is regarded as Indian by the
Indian community and

•

who resides

•

Eligible Indians may elect a program of IHS
rather than an alliance health plan

•

Indians electing an IHS program shall enroll
through a service unit, tribal organization, or
Urban Indian program

•

All eligible Indians continue eligibility for
supplemental benefits offered through the IHS

Ion or n!!ar an Indian reservation
I in a geographic area designa19d by Slalu Ie
I an urban center served by on Urban Indian Program
I in a California County not exduded by sec. 81001 rhe iHCI Act

HEALTH SECURITY ACT
Summary for Indian Health Service

....

~
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SERVICES AT NO COST

....":!1

FAMILY TREATMENT

;:
tl
;:
t')

s·

~

•

Indians enrolled In an IHS program will NOT pay
premiums, copayments, coinsurance or any
other costs

•

Indians may enroll with an alliance plan, but
must pay required personal costs

Assurance of Benefits & Quality

•

"'tl

~

~

The Secretary ot HHS shall ensure thaI the
comprehensive benefits package Is provided by all
programs ot the IHS effective 11111999

•

The Secretary shall determine which other
requirements relating to health plans and aJllances
apply to programs of the IHS

•

Effective 111/1999, all programs of the IHS must
meet certlflcatlon requirements required by the
Secretary

•

An Eligible Indian may enroll non-ellglble family
members In the IITIU program as a family unit

•

Any enrolled family members who are not eligible as
Indians are subject to normal premiums and costs.

•

The Secretary of HHS shall establish the necessary
payments to be collected for non·famlly members

•

The Secretary shall pay the IHS programs any
amounts for premium reductions for which such
family members would qualify

COMPREHENSIVE BENEFITS PACKAGE

•

Is 8S good or better than about twofthlrds of the
health car. plans on the market today.

•

Equivalent to a good benefits package oHered by
Fortune 500 Corporations.

HEALTH SECURITY ACT
Summary for Indian Health Service

'"tl'

~I
00
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NOT COVERED

COVERED BENEFITS
• Hospital Services

• Extended Care

• Medically Unnecessary/Inappropriate

• Emergency Services

• Ambulance

• Private Duly Nursing

• Physician/Provider Services

• Outpatient lab/Diagnostic

• Cosmetic OrthodontialSurgery

• Clinical Prevention

• Outpatient Prescription Drugs

• Hearing Aids

• Mental Health/Subs. Abuse

• Outpatient Rehabilitation

• Adull Eyegl8$ses

• Family Planning

• Prosthetic & Orthollc Devices

• In Vitro Fertiliza lion

• Pregnancy Services

• Vision & Heerlng Care

• Private Rooms

• Hospice

• Prevenllve Dental lor Children

• Custodial Cal'e

• Home Health Care

• Health Education Classes

• Personal Comfort Items
• Investigational Treatments

Tribal Employer Payment Exemption

Certification and Monitoring

•

IITIU Programs

"A tribal government and a tribal organization
operating under the Indian Self-Determination and
Education Assistance Act or a self-governance
compact shall be exempt from making employer
premium payments."

HEALTH SECURITY ACT
Summary for Indian Health Service

5:

V}

~
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Services to Non-enrollees

~

5'

Essential Community Provider

~

;::

~

Local VTIU programs may enter Into
contracts with alliance plans to serve the
alliance plan's enrollees (whether Indian or
non-Indian) IF:

•

I!TN programs of the IHS may elect to be an
essential community provider

•

Local VT/U program determines that services to Indians
enrolled In the VT/U will not diminish and

•

•

the contract reimburses the IfTJU at fees determined In
accordance with the essential community provider
provisions.

such electtng 1fT/Us may serve eligible Indians
enrolled In Alliance plans on a reimbursable
basis

5'

O'Q

INFRASTRUCTURE

CONSULTATION

•

?
'0

The secretary of HHS shall consult wnh
representatives of Indian tribes, tribal
organizations, and urban Indian organizations
annually concerning heanh care reform Initiatives
that aHect Indian commun",es.

•

The Secretary of HHS may expend amounts from 'he
Public Health Initiatives for construction and renovation
of facllhles to enable the delivery of the comprehensive
benefits package.

•

A revolving loan program Is authorized for capital
financing
IThe Secretary of HI-IS, acting through the IHS. shall proVide guaranteed
loans under such terms and conditions as !he Secretaty may prescribe.

"'I
~

HEALTH SECURITY ACT
Summary for Indian Health Service

~'
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~
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FIVE FINANCING SOURCES

Financing

1
•

Establishes a comprehensive benefit package fund for
EACH health program of IHS (1fT/Us)
SOURCE

•

Five sources of deposits Into the fund

.....".."..

1

_employer premiums from alliances
I applicable premiums for eoroled ramily members

,,_....
&opo""

TYPE

In_""",

_low income m9dical assistance subsidies
I Approprialiom fO( providing Ihe comprehensive benefits package

I Re(eipts or reimbursements for providing benefit plICkage services.

•

-.·n_

_.
_..
_
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1
...-....

N...........
FlrNly

3

£Ild • ......,'
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1....

4

5

. . .... 4.
Oih. Pl-. •

Con,r...

•

"-intJu.-.

.-I"

,,-:- u
SUM:

Eactl IITIU health program shall manage Its fund

Benefits PacKage

FUND

Public Health Service Initiatives Fund

Financing Picture
8M.fit PM:1ul~
Appropriations

WrafMfOCJnd

Ssrvlcu

A

pprop

rUtlon.

PHS I ., '

rlI[ja~Ye

Formula

•

=- •.••••••••.•••

$200 million In 1997 and thereafter Is authorized
for the Public Health Service Initiatives Fund.

Special Supplement S-171 Subpart C--Capital Cost of
Development of Qualified Community Health Plans and
Practice Networks
Sec. 3441. LOANS AND LOAN GUARANTEES RE
GARDING PLANS NAD NETWORKS.
(a) In General- The Secretary may make loans
to and guarantee the payment of principal and interest
to Federal and non-Federal lenders on behalf of, public
and private entities for the capital costs of developing
qualified community health groups (as defined in sec
tion 3421(a».

577
(b) Preferences; Accessibility of Services; Cer
tain Others Provisions--The provisions of subpart B
apply to loans and loan guarantees under the subsec
tion (a) to the same extent and in the same manner as
such provisions apply toawardsof grants and contracts
under section 3421.
(c) Use of Assistance-
(1) Ingeneral--With respect to the development
of qualified community health groups, thecapital costs
for which loans made pursuant to subsection (a) may
be expended are, subject to paragraphs (2) and (3), the
following:

(A) The acquisition, modernization, expan
sion of construction of facilities, or the conversion of
unneeded hospital facilities to facili ties that will assure
or enhance the provision and accessibility of health
care and enabling services to medically underserved
populations.
(B) The purchase of major equipment, in
cludingequipment necessary for the support ofexternal
and internal information systems.
(0 The establishment of reserves required for
furnishing services on a prepaid basis.

IHS Capital Financing

578
(D) Such other capital costs as the Secretary
may determine are necessary to achieve the objectives
of this section.
(2) Priorities regarding use of funds.--In pro
viding loans or loan guarantees under subsection (a)
for an entity, the Secretary shall give priority to autho
rizing the use of amounts for projects for the renovation
and modernization of medical facilities necessary to
prevent or eliminate safety hazards, avoid noncompli
ance with licensure or accreditation standards, or
projects to replace obsolete facilities.
(3) Limitation-The Secretary may authorize
the use of amounts under subsection (a) for the con
struction of new buildings only if the Secretary deter
mines that appropriate facilities are not available
through acquiring, modernizing, expanding or con
verting existing buildings, or that construction new
buildings will cost less.
(d) Amount of Assistance--The principal
amount of loans or loan guarantees under subsection
(a) may, when added to any other assistance under this
section, cover up to 100 percent of the costs involved.
SEC. 3442. CERTAIN REQUIREMENTS.
(a) Loans-

579
In General--the Secretary may approve a
loan under section 3441 only if-
(1)

(A) the Secretary is reasonably satisfied that
the applicant for the project for which the loan would
be made will beable to make payments of principal and
interest thereon when due; and
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(B) the applicant provides the Secretary with
reasonable assurances that there will be available to it
such additional funds as may be necessary to complete
the project or undertaking with respect to which such
loan is requested.
(2) Terms and Conditions-Any loan made
under section 3441 shall meet such terms and condi
tions (including provisions for recovery in case of
default) as the Secretary determines to be necessary to
carry ou t the purposes of such section while adequately
protecting the financial interests of the United States.
Terms and conditions for such loans shall include
provisions regarding the following:
(A) Security
(B) Maturity date.
(C) Amount and frequency of installments.

580
(D) Rate of interest, which shall be at a rate
comparable to the rate of interest prevailing on the date
the loan is made.
(b) Loan Guarantees--The Secretary may not
approve a loan guarantee under section 3441 unless the
Secretary determines that the terms, conditions, secu
rity (if any), schedule and amount of repayments with
respect to the loan are sufficient to protect the financial
interests of the United States and are otherwise rea
sonable. Such loan guarantees shall be subject to such
further termSd nd conditions as the Secretary determines
to be necessary to ensure that the purposes of this
section will be achieved.
(c) Use of Existing Resources--The Secretary
may provide a loan or loan guarantee under section
3441 only if the applicant involved agrees that, in
developing the qualified community health group in
volved, the applicant will utilize existing resources to
the maximum extent practicable.

Page 12

SEC. 3443. DEFAULTS: RIGHT OF RECOVERY.
(a) Defaults-
In Ceneral--The Secretary may take such
action as may be necessa ry to prevent a default on loa ns
or loan guarantees under section 3441, including the
waiver of regulatory conditions, deferral of loan pay
ments, renegotiation of loans, and the expenditure
(1)

581

of funds for technical and consultative assistance, for
the temporary payment of the interest and principal on
such a loan, and for other purposes.
(2) FORECLOSURE--The Secretary may take
such action, consistent with State law respecting fore
closure procedure, as the Secretary deems appropriate
to protect the interest of the United States in the event
of a default on a loan made pursuant to section 3441,
including selling real property pledged as security for
such a loan or loan guarantee and for a reasonable
period of time taking possession of, holding, and using
real property plcdged as security for sl1ch a loan or loan
guarantee.
WAIVERS--The Secretary may, for good
cause, but with due regard to the financial interests of
the United States, waive any right of recovery which
the Secretary has by reasons of thl' failureof a borrower
to make payments of principal of and interest on a loan
made pursuant to section 344 1, except that if such loan
is so and guaranteed, any such wave shall have no
effect upon the Secretary's guaranteeof timely payment
of principal and interest.
(3)

582

(1) A description of the si te

(b) lWENfY YEAR OBLIGATION; RIGHT OF RE
COVERY

(2) Plans and specifications which meet re
quirements prescribed by the Secretary.

(1) In General--With respect to a facility for
which a loan is to be made pursuant to section 3441, the
Secretary may provide the loan or loan guarantee only
if the applicant involved agrees that the applicant will
be liable to the United State for the amount of the loan
or loan guarantee, together with an amount representing
interest, if at any time during the 20-period beginning
on the date of completion of the activities involved, the
facility-

(3) Information reasonable demonstrating that
title to such site is vested in one or more of the entities
filing the application (unless the agreement described
in subsection (b)(l) is made).

ceases to be facility utilized by a qualified
community health group, or by another public or non
profit private entity that provides health services inone
or more health professional shortage areas or that
provides such services to a significant number of in
divid uals who are members of a medically underserved
population; or
(A)

(B) is sold or transferred to any entity other
than an entity that is-
(i)a qualified community health group
or other entity described in subparagraph (A); and
(ii) approved by the Secretary as a
purchaser or transferee regarding the facility.
(2) SUBORDINATION; W AIVERS--The Sec
retary may subordinate or waive the right of recovery
under paragraph 91), and any other Federal interest
that maybe derived by virtue of a loan or load guaran
tee under subsection (a), if the Secretary determines
that subordination or waiver will further the objective
of this part.

SEC 3444. PROVISIONS REGARDING CONSTRUC
TION OR EXPANSION OF FACILITIES.
(a) Submission of Information--In the case of a
project for construction, conversion, expansion or
modernization of a facility, the Secretary may provide
loans or loan guarantees under section 3441 only if the
applicant submits to the Secretary the following:

IHS Capital Financing
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(4) A specification of the type of assistance
being requested under section 3441.
(b) AGREEMENTS- In the case of a project for
construction, conversion, expansion or modernization
of a facility the Secretary may provide loans or loan
guarantees under section 3441 only if the applicant
makes the following agreements:
(1) Title to such site will be vested in one or
more of the entities filing the application (unless the
assurance described in subsection (a)(3) has been sub
mitted under such subsection).
(2) Adequate financial support will be available
for completion of the project and for its maintenance
and operation when completed.
(3) All laborers and mechanics employed by
contractors or subcontractors in the performance of
work on a project will be paid wages at rates not less
than those prevailing on similar construction in the
locality as determined by the Secretary of Labor in
accordance with the Act of march 3, 1931 (40 U.s.C
276a et seq; commonly known as the Davis-Bacon Act),
and the Secretary of Labor shall have with respect to
such labor standards the authority and functions set
forth in Reorganization Plan

585
Numbered 14 of 1950 (15 FR 3176; 5 US.C Appendix)
and section 276c of title 40.
(4) The facility will be made available to all

persons seeking service regardless of their ability to
pay.
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SEC. 3445. APPLICATION FOR ASSISTANCE.

The Secretary may provide loans or loan guar
antees under section 3441 only if an application for
such assistance is submitted to the Secretary, the ap
plication contains each agreement described in this
subpart, the application contains the information re
quired in section 3444(at and the application is in such
form, is made in such manner, and contains such
agn..'Cments, assurances, and infom1ation as the Secre
tary determines to be necessary to carry ou t this subpart.
SEC. 3446 ADMINISTRA TION OF PROCRAMS.

This SUbpart and any other program of the
Secretary that provides loans or loan guarantees, shall
be carried out by a centralized loan unity established
within the Department of Health and Human Services.

Published by the Bureau of !':ational Affairs, Inc., Washington DC 20037
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Division of Facilities Planning and Construction
Information Sheet: Program Responsibilities
Public Law 94-437
The Indian Health Service (lHS) Division of Facilities Planning and Construction (DFPC) is responsible for
administering the planning, design, and construction of hospitals, health centers, substance abuse treatment
centers, and staff quarters as authorized by the Snyder Act, 25 (USC. 13; and The Indian Health Care
Improvement Act Public Law (P.L.) 94-437. Below, listed by section number, are the programs specifically
authorized by P.L. 94-437 that DFPC manages.

Section 301

Section 704

Inpatient Facilities program for new construction,
modernization, and/ or major renovation of inpatient
facili ties.

Youth regional Treatment Center program for the con
struction, renovation, purchase, etc. of a youth regional
alcohol and substance abuse treatment center in each
IHS Area.

Section 301
Outpatient Facilities program for new construction,
modernization, and/ or major renovation of outpatient
facilities.

Section 301
Staff quarters program to provide housing for IHS staff
in remote locations.

Section 305
Non-IHS Funds Renovation program in which a tribe
renovates an existing IHS facility or P.L. 93-638 oper
ated health facility, with IHS approval, and IHS pro
vides the additional staff and equipment needed.

Section 306
Small ambulatory health center grants program pro
vidinggrants to tribes that present acceptable proposals
to construct, expand, or modernize tribally-operated
non-IHS facilities.

Section 307
Indian Health Care Delivery Demonstration program
providing grants to tribes that develop and present
acceptable plans for demonstration projects for alter
native and innovative means of providing health care
services.

IHS Capital Financing

Section 818
Joint Venture Demonstration program for tribes that
develop an acceptable plan to construct a facility and
lease it to the IHS for 20 years at no cost. IHS equips,
staffs, and operates the facility.

Health Facilities Construction Priority
System
Inpatient and Outpatient Facilities
Section 301 of "The Indian Health Care Improvement
Act," Public Law 94-437, directs the Indian Health
Service (IHS) to identify planning, design, construction,
and renovation needs for the 10 top-priority inpatient
care facilities and the 10 top-priority outpatient care
facilities and to submit those needs through the Presi
dent to the Congress.
In response to this directive, the IHS developed the
Health FacilitiesConstruction Priority System (HFCPS)
methodology. Under the three-phase HFCPS process,
the IHS solicits proposals for health facility construc
tion and ranks them according to their relative need for
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construction. The highest ranking proposals are added
to the Priority Lists.

The HFCPS MethodologJ'
Tlw same evaluation formula is used in Phase I and
Phase II for both types of facilitks. However. Phase I
uses easily obtained and verified workload, age, iso
ldtion/alternatives, and existing space data so that all
proposals can be reviewed and analyzed efficiently.
Phase II uses data obtained from a more detailed analy
5es.

Phase I
When new projects are to be added to the Priority Lists,
IHS Headquarters asks each IHS Area Office to submi t
proposals for Phase I consideration. The IHS uses the
HFCPS methodology to review these proposals and to
determine which will be considered during the more
intensive Phase II review

After projects are placed on the Priority Lists, the IHS
updates its 5-year planned construction budget. That
budget is updated quarterly and used as the basis for
funding requests.

Funding History
Fiscal Year

Hospitals

Heal th Centers

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992

6,700,000
28,965,000
19,843,000
12,262,000
34,560,000
8,064,000
2,700,000
3,359,000
42,238,000
65,457,000

960,000
9,712,000
715,000
7,585,000
30,000,000
11,661,000
15,949,000
29,924,000
12,811,000

1993
1994

125,319,000
58,800,000

1,208,000

°

°

Phase II

Joint Venture Demonstration Program

A limited number of proposals that successfully com
plete Phase I are considered further during Phase II.
The IHS examines these proposals in greater detail and
applies the methodology to determine those proposals
that will be considered during Phase m.

Section 818 of The Indian Health Care Improvement
Act, Public Law 94-437, authorizes the Indian Health
Service (IHS) to establish joint venture demonstration
projects under which Indian tribes or tribal organiza
tions would acquire or construct a health facility and
lease it to the IHS, at no cost, for at least 20 years. The
IHS would not provide planning, design, or construc
tion funding for these facilities; however, it would
equip, supply, operate, and maintain them.

Phase III
During Phase III,appropriate IHS Area Offices prepare
a Program Justification Document (PJD) for each pro
posed project still being considered. IHS Headquarters
reviews each PJD. If the PJD justifies construction, it is
forwarded to the Assistant Secretary for Health (ASH)
with the recommendation that it be approved. After
the ASH approves a PJD, the project is placed on the
appropriate priority list below those already on the list.
Proposed projects that have been approved by the ASH
and placed on a priority list remain on the list until they
have been funded fully by congressional appropria
tions.

Participants in this program would be selected com
petitively from among eligible applicants who agree to
provide an appropriate facility to IHS under a no-cost,
20 year lease.
Proposals considered under this program would be
evaluated against the following criteria:

-1- The need for space at the location is verifiable when

5-Year Planned Construction Budget
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evaluated by the Health Facilities Construction Pri
ority System;

+

The tribe is able to fund and manage the proposed
project;

+

The project is consistent with the IHS Area Health
Facilities Master Plan.

Status
Three projects were selected under a smaller demon
stration program funded initiaIly in FY 1991. Of these,
the Confederated Tribes of the arm Springs Reserva
tion of Oregon designed and constructed a health
center and the Choctaw Nation of Oklahoma is design
ing a health center. The Warm Springs facility was
completed in September 1993. The Choctaw facility
will open in the summer or the autumn of 1994. The
third tribe did not document the ability to fund their
proposal and was dropped from IHS Joint Venture
funding requests.

Funding History
The Join t Venture demonstra tion Program will reqUire
no construction funding. However, it will require
funding to purchase new equipment for the facilities
and will increase the recurring base to staff, operate,
and maintain facilities constructed by tribes. No funds
have been appropriated in FY 1994 for this program.
However, the IHS is developing a methodology to
solicit and evaluate tribal proposals when funding
becomes available. This demonstration program will
be implemented in much the same way as a similar
program funded initially in FY 1991.

Non-IHS Fund Renovation Projects

Act, Public Law (P.L.) 94-437, authorizes the Indian
Heal th Service (IHS) to accept renova ting and modern
ization by an Indian tribe of any IHS facility or any
Indian health facility operated by a P.L. 93-638 contrac
tor, but only if the following requirements are met:

+

Notify the IHS that they intend to renovate or
modernize a facility;

+

Apply to be placed on a priority list for staff and
equipment funding (if applicable);

+

Demonstrate that the proposed project will be ad
ministered in accordance with applicable rules and
regulations; and

+

Obtain IHS approval for the proposed project.

The IHS is developing a methodology to solicit and
evaluate tribal proposals for placement on a priority
list when funding becomes available.
Participants in this program would be selected com
petitively from among eligible applicants who present
proposals that are consistent with IHS planning crite
ria, induding the IHS Health Facilities Planning Manual
and applicable IHSArea Health Facilities Master Plans.
The number of applicants selected will depend on the
amount of funding available.

Funding History
No funds were appropriated in fiscal year (FY) 1994 for
additional staffing and/ or equipment for facilities im
proved under this program. However, the IHS is
developing a methodology to solicit and evaluate tribal
proposals when funding becomes available.

Small Ambulatory Care Facility
Grants

Section 305 of the Indian Health Care Improvement

IHS Capital Financing
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Section 306 of The Indian Health Care Improvement
Act, Public Law (P.L.) 94-437, authorizes the Indian
Health Service (IHS) to award grants to tribes and/or
tribal organizations for construction, expansion, or
modernization of ambulatory health care facilities lo
cated apart from a hospital. Grants may be awarded
only to tribes operating non-IHS outpatient facilities
under P.L. 93-638 contracts. Facilities for which con
struction is funded under Section 301 or Section 307 of
P.L. 94-437 are not eligible for grants.
The IHS is developing an announcemen t to solicit tribal
grant applications when funding becomes available.
The legislation specifies that grants may be awarded
only to eligible applicants that submit proposals dem
onstrating the following:
.;. A need for increased ambulatory care health services
exists;
.;. Sufficient capacity to provide the required services
does not exist;
+ The tribe can provide adequate financial support for
services at the completed facility; and
: The completed facility will:
+ have sufficient capacity to provide the re
quired services,
+ serve at least 500 eligible Indians annually,
and
.;. provide care for a service area with a popula
tion of at least 2,000 eligible Indians.

Funding History
No funds have been appropriated in fiscal year (FY)
1994 for this program. The IHS is developing a meth
odology to solicit and evaluated tribal proposals when
funding becomes available.

Care Services
Section 307 of The Indian Health Care Improwment
Act, Public Law 94-437, authorizes the Indian Health
Service (IHS) to enter into contracts with or make
grants to tribes or tribal organizations to carry out
demonstration projects that test alternative means of
delivering health care services to Indians.
No funds have been appropriated to implement Sec
tion 307; however, the IHS has developed a draft an
nouncement based on earlier version of this legislation.
This draft will be amended and used to solid t propos
als for grants when funds become available.

Criteria
the legislation sets fairly stringent criteria against which
proposals are to be evaluated, including the following:

+ There must be a need for a new facility or program
or reorientation of an existing facility or program
+ A significant number of Indians, including those
with low health status, will be servcd by the project;
+ The project has the potential to deliver services in an
efficient and effective manner;
.;. The project is economically viable;
.;. The Indian tribe or tribal organization has the
administrative and financial capability to adminis
ter the project;
+ The project is integrated with providers of related
health and social services and is coordinated with,
and avoids duplication of, existing services.

Nine High Priority Service Units

Indian Health Care Delivery Demonstration Projects
To test Of Alternative Means For Delivering Health
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Nine High Priority Service Units
The legislation specifies that proposals from 9 service
uni ts that meet the criteria advertised in the solici tation
announcement must be given priority. These service
units are:
Cass Lake, Minnesota
Clinton, Oklahoma
Harlem, Montana
Mescalero, New Mexico
Owyhee, Nevada
Parker, Arizona
Schurz, Nevada
Winnebago, Nebraska
Ft. Yuma, California
The legislation also specifies that the IHS may enter
into contracts and grants with other tribes only after
tribes in these nine service units have been considered;
however, it may not award more contracts or grants in
one service area than in any other until an equal num
ber have been awarded in all service areas.

Funding History
No funds have been appropriated for this program.

Quarters Construction Priority System
Section 301 of "The Indian Health Care Improvement
Act," Public Law 94-437, directs the Indian Health
Service (IHS) to identify planning, design, construc
tion, and renovation needs for the quarters required to
ensure that housing is available for IHS staff.
In response to this directive, the IHS developed the
Quarters Priority System (QTS) methodology. Under
the three-phase QTS process, the IHS solicits proposals
for quarters construction and ranks them according to
their relative need for construction.

The OPS Methodology
Each Phase of the QPS methodology provides a pro
gressively more rigorous evaluation so that only the
projects with the greatest need are advanced through

IHS- Capital Financing

all three phases and ultimately added to the bottom of
the Quarters Construction Priority List.

Phase I
The process begins when Phase I proposals are solic
ited form the IHS Area Offices. Phase I is essentially a
screening process wherein all proposal are reviewed
and prioritized according to the relative need for quar
ters. The information required in phase I is easily
obtained and verified, yet provides sufficient data to
provide a preliminary assessment of the quarters need.

Phase II
A limited number of proposals that successfully com
plete Phase I are considered further during Phase II.
Phase II proposals contain data obtained from more
detailed analysis, including detailed staffing lists, pro
jections of whether positions will be filled by local or
non local staff, and documentation of availability of all
housing (including all government quarters).

Phase III
During Phase III, appropria te IHS Area Offices prepare
a Program Justifica tion Document for Quarters (PJDQ)
for each proposed project still being considered. IHS
Headquarters reviews each PJDQ. If the PJDQ justifies
construction, it is forwarded to the Assistant Secretary
for Health approved. After the ASH approves a PJD,
the project is placed on the appropriate priority list
below those already on the list. Proposed projects that
have been approved by the ASH and placed on a
priority list remain on the list until they have been
funded fully by congressional appropriations.

5-Year Planned Construction Budget
After projects are placed on the Priority Lists, the

IHS updates its 5-year planned construction budget.
he budget is updated quarterly and used as the basis

I_

(or funding requests.

Funding History
Fiscal Year
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994

14,000,000
2,470,000
5,493,000
5,570,000
6,640,000
6,406,000
0
12,518,000
12,433,000
7,406,000
0
16,396,000

Program Responsibilities
Other Funding Programs: The Indian Health Service
(lHS) Division of Facilities Planning and Construction
(DFPO is responsible for administering the planning,
design, and construction for health facilities construc
tion projects funded each year by the Appropriation
Committees. Below is a list of Programs and projects
authorized by other than P.L. 93-437
Medicare/Medicaid: the House/Senate conference
report on FY 1993 appropriations for the Department of
the Interior and Related Agencies authorizes IHS to
spend up to $1,000,000 in Medicare and Medicaid for
renovation or new constnlction.
Health Services Funding for Modular Buildings: The
Department of the Interior and Related Agencies Ap
propriations Act for FY 1993 authorizes IHS P.L. 93-638
contractors to usc carry over services funds to purchase
renovate and/ or erect modular buildings necessary to
provide health care services.
Level of Need Funded: Congressionally mandated ex
pansion of services may also require additional space.
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If so, the Congress may transfer a portion of the "Ser
vices" funds to the "Facilities" appropriation to be used
for space improvements or expansions. The IHS facili
ties program must allocate those facilities funds fairly

and appropriately.
Modular Dental Units: Each year approximately
$1,000,000 is appropriated to replace dentdl units. In
the past these funds were allocated by the IHS dental
program. However, in the appropriations act, the
Congress recently transferred the responsibility to the
IHS Facilities Program.

Medicare/Medicaid
Background
The House/Senate conference report on fiscal year
1993 appropriations for the Department of the Interior
and Related Agencies contains language that changes
how IHS may use Medicare/Medicaid (m/M) collec
tions for construction.

+ Increases the amount that may be spent on a project
form $250,000 to $1,000,000.

-i· Provides authority to construct tenlporary or per
manent space, and

+

Permits IHS to undertake projects without first
obtaining congressional approval. (The IHS will
notify Congress annually of projects approved and
completed.)

Implementation
Congressional intent in authorizing usc of M/M funds
for construction primarily is to correct Joint Commis
sion on Accreditation of Health care Organizations
(jCAHO) deficiencies. The IHS has established guide
lines to ensure that these projects accord with this
intent, that funds are used appropriately, and that
proposed projects arc consistent with IHS planning

Health Services Funding for Modular
Buildings
Background
The Department of the Interior and Related Agencies
Appropriations Act for fiscal year 1993 permits P.L. 93
638 contractors, in limited circumstances, to use carry
over services funds for the purchase, renovation, and
erection of modular building to meet the expanded
space requirements.

Implementation
Any non-construction health care services delivery
contracts warded under authori ty ofP.L. 93-638 which
have sufficient carryover funds may use these funds,
with IHS approval, to expand, renovate, or purchase
modular buildings needed to provide health care ser
vices. The IHS has developed guidelines determining
the necessity for proposed construction projects and
forprocessingplanning,design,andconstructiondocu
ments for review and approval.

Funding History
Funds expended for this program come from services
funs carried over from one fiscal year to another, and
do not impact the IHS budget.

Level of Need Funded Facilities Space
Background
Congress sometimes provides additional funds to ex
pand the services provide at specific health facilities.
However, this expansion of services may be precluded
by space constraints, and the Congress may transfer a
portion of the "services" funds to the "Facilities" appro
priation to be used for space improvements or expan
sions.
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Implementation
To assure each project receives the proper review and
coordination, the IHS, has established guidelines for
preparation, submittal, review, and approval of the
necessary documents. Only projects propOSing reno
vation or new construction to support new, congres
sionally mandated health care services may be
considered under this program.

Funding History
In FY 1994, the Congress transferred, on a one time
basis, $5,977,000 form the IHS Health Services budget
tothe Facilities budget. These funds are intended to be
used to ''bring operating units to 60 percent of the level
of need funded."

Modular Dental Units
Background
The hou se I Sena te conference report on fisca I year 1994
appropriations for the Department of the Interior and
Related Agencies contains language that makes the
IHS facilities program responsible for replacement and
renovation of existing modular dental units.

Implementation
The IHS is developing a methodology that includes
guidelines and criteria to allocate these funds where
they are the most needed. The evaluation criteria wiJI
include analysis of the age, condition, and projected
workload of theexisting facility. It is expected that IHS
will be able to replace approximately 4 modular dental
units each year.

Funding History
In FY 1994, the Congress appropriated $1,000,000 for
replacement of dental trailers.
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