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Preface

The California Hospital Compliance Manual provides guidance to hospitals and health 

systems on how to comply with myriad California and federal statutes, regulations, agency 

guidelines and judicial decisions.

Written specifically for California’s hospital compliance officers, chief financial officers, 

in-house legal counsel, risk managers, and other members of the hospital’s compliance 

committee, the manual focuses on complex and high-risk compliance issues. It is the only 

hospital compliance manual that is specific to California. State law is addressed throughout 

the manual where applicable. In particular, the sections regarding hospital financial assistance 

policies, pricing transparency, community benefit law, and licensing and certification describe 

the extensive state laws that have been enacted concerning these subjects, as well as the 

applicable federal law.

CHA gratefully acknowledges the work of Hooper, Lundy & Bookman, PC, and in particular 

lead author Lloyd Bookman, Esq. At best this is an arduous task and one that requires both 

a firm grasp of many complex legal matters, as well as meticulous attention to detail. Many 

members of the firm contributed their expertise writing this manual. 

CHA is pleased to publish this manual as a service to our members. If you have any 

comments or suggestions on how to improve the California Hospital Compliance Manual, 

please feel free to contact me.

Lois J. Richardson, Esq. 

Vice President and Legal Counsel 

California Hospital Association 

(916) 552-7611  

lrichardson@calhospital.org

Information contained in the California Hospital Compliance Manual should not be construed as legal advice or used to 

resolve legal problems by health care facilities or practitioners without consulting legal counsel. A health care facility may 

want to accept all or some of the California Hospital Compliance Manual as part of its standard operating policy. If so, 

the hospital or health facility’s legal counsel and its board of trustees should review such policies.
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Where to Find Laws 
Referenced in the 
Manual

All of the laws discussed in the California Hospital Compliance Manual can be found on 

the Internet.

FEDERAL LAW

A federal statute is written by a United States Senator or Representative. It is voted on 

by the United States Senate and the House of Representatives, and then signed by the 

President. A federal statute is referenced like this: 42 U.S.C. Section 1395. “U.S.C.” stands 

for “United States Code.” Federal statutes may be found at www.gpo.gov/fdsys or at 

www.law.cornell.edu.

A federal regulation is written by a federal agency such as the U.S. Department of Health 

and Human Services or the U.S. Food and Drug Administration. The proposed regulation is 

published in the Federal Register, along with an explanation (called the “preamble”) of the 

regulation, so that the general public and lobbyists may comment on it. The federal agency 

must summarize and respond to each comment it receives on the proposed regulation. The 

agency may or may not make changes to the proposed regulation based on the comments. 

The final regulation is also published in the Federal Register. A federal regulation is referenced 

like this: 42 C.F.R. Section 482.1 or 42 C.F.R. Part 2. “C.F.R.” stands for “Code of Federal 

Regulations.” Federal regulations may be found at www.gpo.gov/fdsys or at www.ecfr.

gov. The preamble, however, is only published in the Federal Register and not in the Code 

of Federal Regulations. The Federal Register may be found at www.gpo.gov/fdsys or at 

www.federalregister.gov.

The Centers for Medicare & Medicaid Services publishes its Interpretive Guidelines for 

surveyors on the internet. The Interpretive Guidelines include information for surveyors on 

how CMS interprets the Conditions of Participation, and instructions for surveyors on how 

to assess hospitals’ compliance with the Conditions of Participation. They may be found 

at www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/Internet-Only-Manuals-

IOMs.html (click on Publication 100-07, “State Operations Manual,” then “Appendices Table 

of Contents”). There are several appendices that hospitals will find useful, for example, A 

(hospitals), AA (psychiatric hospitals), V (EMTALA), and W (critical access hospitals).

A federal law must be obeyed throughout the United States, including in California, unless the 

federal law expressly states otherwise. As a general rule, if a federal law conflicts with a state 

law, the federal law prevails, unless the federal law expressly states otherwise. 

If there is no conflict, such as when one law is stricter but they don’t actually conflict with 

each other, both laws generally must be followed. For example, under the Health Insurance 



Portability and Accountability Act of 1996 (HIPAA), the federal law states that providers must 

conform to whichever provision of federal or state law provides patients with greater privacy 

protection or gives them greater access to their medical information.

STATE LAW

A state statute is written by a California Senator or Assembly Member. It is voted on by 

the California Senate and Assembly, and then signed by the Governor. A state statute is 

referenced like this: Civil Code Section 56 or Health and Safety Code Section 819. State 

statutes may be found at www.leginfo.legislature.ca.gov/. Proposed laws (Assembly Bills and 

Senate Bills) may also be found at this website.

A state regulation is written by a state agency such as the California Department of Public 

Health or the California Department of Managed Health Care. A short description of the 

proposed regulation is published in the California Regulatory Notice Register, more commonly 

called the Z Register, so that the general public and lobbyists may request a copy of the exact 

text of the proposed regulation and comment on it. The state agency must summarize and 

respond to each comment it receives on the proposed regulation. The agency may or may 

not make changes to the proposed regulation based on the comments. A notice that the final 

regulation has been officially adopted is also published in the Z Register. The Z Register may 

be found at www.oal.ca.gov/notice_register.htm.

A state regulation is referenced like this: Title 22, C.C.R., Section 70707. “C.C.R.” stands for 

“California Code of Regulations.” State regulations may be found at www.calregs.com.

A state law must be obeyed in California only. As a general rule, if a California law conflicts 

with a federal law, the federal law prevails, unless the federal law expressly states otherwise. 

(If there is no conflict, such as when one law is stricter but they don’t actually conflict with 

each other, both laws generally must be followed.)
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I. INTRODUCTION

There is currently no law that expressly requires a hospital to have a compliance program. 

However, the Patient Protection and Affordable Care Act of 2010 (Affordable Care Act) 

authorizes the Secretary of the federal Department of Health and Human Services (DHHS) 

to require providers and suppliers to establish a compliance program as a condition of 

enrollment in Medicare, Medicaid and Children’s Health Insurance Program (CHIP). The 

Secretary of DHHS will establish which categories of providers and suppliers must establish 

compliance programs, what the core elements of the compliance program will be, and the 

implementation dates. At this time, the Secretary has not issued any regulations, guidance 

or other clarification of this requirement for providers. [Section 6401 of the Patient Protection 

and Affordable Care Act of 2010, codified at 42 U.S.C. Section 1395cc(j)(9)]

The Centers for Medicare & Medicaid Services (CMS) issued the Final Compliance Program 

Guidelines for Medicare Advantage (MA) organizations (MAOs) and Prescription Drug Plan 

(PDP) sponsors on July 27, 2012 (www.cms.gov/Medicare/Compliance-and-Audits/Part-

C-and-Part-D-Compliance-and-Audits/Downloads/CP-Guidelines-Issuance-Memo.pdf). 

These guidelines set forth and elaborate on the seven essential elements of an effective 

compliance program (see B. “Federal Sentencing Guidelines for Organizations,” page 1.3). 

Although these guidelines apply only to sponsors, they will likely influence and inform the final 

compliance program regulations CMS will issue for health care providers.

While current law does not expressly require a hospital to have a compliance program, 

hospitals operating skilled nursing or nursing facilities should be aware that the law does 

expressly mandate that these types of facilities have a compliance program [42 U.S.C. 

Section 1320a-7j(a)&(b)]. (See H. “Compliance Program for Skilled Nursing Facilities and 

Nursing Facilities,” page 1.18.) 

The Office of the Inspector General (OIG) of DHHS strongly urges every hospital to develop 

and implement a voluntary compliance program to demonstrate its good faith commitment to 

ensuring and promoting integrity and to combating fraud, abuse and waste. Some hospitals 

may have entered into a Corporate Integrity Agreement or other agreement with the OIG that 

requires the hospital to maintain a compliance program.

In addition, the Federal Sentencing Guidelines for Organizations (FSGO), which guides judges 

in the sentencing of organizations for federal criminal violations (including violations of federal 

health care fraud and abuse laws), requires an organization to have an effective compliance 

plan in order to receive the benefit of discretion from a federal prosecutor to recommend 

a reduction in the fines and penalties that would otherwise be applicable or sentencing 

mitigation (a sentencing credit) from a federal judge. 

Finally, the Deficit Reduction Act (DRA) of 2005 requires specified health care providers to 

establish and disseminate detailed written policies and procedures to inform their employees 

and others about federal and state false claims laws and whistleblower laws. Although 

DRA falls short of requiring a full compliance program, clearly hospitals are required to have 

http://www.cms.gov/Medicare/Compliance-and-Audits/Part-C-and-Part-D-Compliance-and-Audits/Downloads/CP-Guidelines-Issuance-Memo.pdf
http://www.cms.gov/Medicare/Compliance-and-Audits/Part-C-and-Part-D-Compliance-and-Audits/Downloads/CP-Guidelines-Issuance-Memo.pdf
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at least the beginnings of an effective compliance program in place. (See F. “Mandatory 

Hospital Policies and Procedures Under DRA,” page 1.15.) It is recommended that tax-

exempt hospitals also establish and disseminate a detailed written conflict of interest policy 

that can be incorporated into the hospital’s compliance program. (See chapter 9 concerning 

issues for tax-exempt hospitals.)

This chapter contains a model compliance plan that a hospital may use as a starting point in 

drafting its own plan.

A. The Benefits of a Compliance Program

The benefits of a compliance program are many. Perhaps most importantly, an effective 

compliance program raises awareness of compliance issues and creates a “culture of 

compliance” throughout the organization. As the OIG has stated:

Fundamentally, compliance efforts are designed to establish a culture within 

a hospital that promotes prevention, detection and resolution of instances 

of conduct that do not conform to Federal and State law, and Federal, State 

and private payor health care program requirements, as well as the hospital’s 

ethical and business policies. In practice, the compliance program should 

effectively articulate and demonstrate the organization’s commitment to the 

compliance process. [63 Fed. Reg. 8987, 8988 (Feb. 23, 1998)]

Compliance programs help hospitals develop effective internal controls that promote 

adherence to applicable state and federal laws and the program requirements of state, 

federal and private health plans. A hospital may gain important additional benefits by 

voluntarily implementing a compliance program, including:

1. Demonstrating the hospital’s commitment to honest and responsible corporate 

conduct;

2. Increasing the likelihood of preventing, identifying, and correcting unlawful and 

unethical behavior at an early stage;

3. Encouraging employees to report potential problems to allow for appropriate 

internal inquiry and corrective action; and

4. Through early detection and reporting, minimizing any financial loss to government 

and taxpayers, as well as any corresponding financial loss to the hospital. 

[70 Fed. Reg. 4858, 4859 (Jan. 31, 2005)]

Compliance programs are taken into consideration directly by the OIG in implementing its 

permissive exclusion authority. On April 18, 2016, the OIG issued a revised policy statement 

containing criteria that the OIG uses in implementing its permissive authority to exclude 

individuals and entities from participation in federal health programs. This OIG guidance may 

be found on the OIG website at https://oig.hhs.gov/exclusions/files/1128b7exclusion-criteria.

pdf. (See chapter 11 for more information about excluded providers.)

The revised policy includes guidance regarding compliance programs. This guidance states 

the existence of a compliance program alone does not affect risk assessment of whether or 

not the individual or entity continues to pose a threat to federal health programs. However, 

the absence of a compliance program indicates higher risk, and if an entity has devoted 

significantly more resources to the compliance function of a compliant program, this indicates 

a lower risk.

https://oig.hhs.gov/exclusions/files/1128b7exclusion-criteria.pdf
https://oig.hhs.gov/exclusions/files/1128b7exclusion-criteria.pdf
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A compliance program will also have beneficial implications with respect to the 60-day 

rule. Section 6402 of the Affordable Care Act established a statutory provision that requires 

providers, Medicare Advantage organizations, prescription drug plan sponsors, and Medicaid 

managed care organizations to report and return Medicare and Medicaid overpayments 

within the later of (a) 60 days after the overpayment is ‘‘identified,’’ or (b) the date any 

corresponding cost report is due, if applicable. [42 U.S.C. Section 1320a-7k(d)(2)]

CMS regulations implementing Section 6402 were issued on Feb. 12, 2016. The regulatory 

provisions define “identified an overpayment” as when a provider or supplier “has, or should 

have through the exercise of reasonable diligence, determined that [it] has received an 

overpayment and quantified the amount of the overpayment.” “Should have determined” 

occurs when the provider or supplier failed to exercise reasonable diligence and in fact 

received an overpayment. 

Under the regulations, reasonable diligence “includes both proactive compliance activities 

conducted in good faith by qualified individuals to monitor for the receipt of overpayments 

and investigations conducted in good faith and in a timely manner by qualified individuals in 

response to obtaining credible information of a potential overpayment.” “[U]ndertaking no 

or minimal compliance activities” could result in the government finding the provider did not 

comply with the 60-day rule “based on failure to exercise reasonable diligence” if the provider 

has received an overpayment. 

Thus, under the regulations, an effective a compliance program can establish that a hospital 

has exercised reasonable diligence in attempting to identify any overpayments for purposes 

of the 60-day rule. (See chapter 15 for further discussion of the 60-day rule.)

[81 Fed. Reg. 7954, 7661, 7663 (Feb. 12, 2016); 42 C.F.R. Sections 401.301-305]

The Justice Manual (JM) of the United States Department of Justice (DOJ) includes a section 

entitled “Principles of Federal Prosecution of Business Organizations,” that describes various 

factors that DOJ prosecutors consider when investigating a corporation, determining whether 

or not to bring charges, and negotiating pleas or other agreements. One of these factors is 

“the adequacy and effectiveness of the corporation’s compliance program at the time of the 

offense, as well as at the time of a charging decision.” [JM 9-28.000, 9-28.800.]

The DOJ’s Criminal Division has also released a guidance document (updating and adopting 

prior guidance that was issued by the Division’s Fraud Section in February 2017) for white-

collar prosecutors regarding the evaluation of corporate compliance programs. This guidance 

is discussed in more detail in E. “Department of Justice Criminal Division Guidance on 

Evaluating Corporate Compliance Programs,” page 1.13.

B. Federal Sentencing Guidelines for Organizations

As mentioned above, the FSGO guides federal judges in the sentencing of organizations 

for federal criminal violations, including violations of federal health care fraud and abuse 

laws. The guidelines are advisory in nature; judges are required to consult the FSGO, but 

are not required to follow them. The FSGO rewards hospitals that have effective compliance 

programs by recommending a reduction in the fines and penalties that would otherwise be 

applicable. For example, the FSGO provides that a hospital’s guilt will be lessened if the 

hospital “had in place at the time of the offense an effective compliance and ethics program.” 

[FSGO Section 8C2.5(f)(1)] Therefore, having an effective compliance program in place may 

protect a hospital from receiving harsher fines and sanctions when a violation does occur.
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The FSGO sets forth the purpose of a compliance and ethics plan and lists seven essential 

elements that must be part of every compliance program. According to the guidelines, the 

purpose of an effective compliance and ethics program is to “exercise due diligence to 

prevent and detect criminal conduct” and “otherwise promote an organizational culture that 

encourages ethical conduct and a commitment to compliance with the law.” To be effective, 

the compliance and ethics program must be “designed, implemented, and enforced so that 

the program is generally effective in preventing and detecting criminal conduct.” However, 

even if criminal conduct still occurs when an organization has a compliance plan in place, the 

FSGO states that the “failure to prevent or detect the instant offense does not necessarily 

mean that the program is not generally effective in preventing and detecting criminal 

conduct.” [FSGO Section 8B2.1(a)]

The FSGO sets forth seven minimum requirements that an organization must meet in order 

for a compliance and ethics program to be considered effective in preventing and detecting 

criminal conduct. They are as follows:

1. Establish standards and procedures to prevent and detect violations of 

law. These standards and procedures are often set forth in a generalized code 

of conduct and additional policies that are tailored to the specific laws that are 

applicable to a hospital. There are often separate policies for particular units 

because of specialized laws that apply to the units. The code of conduct and 

related policies should set forth the specific standards and conduct that an 

organization expects its employees to follow, including conduct that is not to occur. 

CHA’s Model Hospital Compliance Plan includes a code of conduct.

2. Provide appropriate oversight. “The organization’s governing authority shall be 

knowledgeable about the content and operation of the compliance and ethics 

program and shall exercise reasonable oversight with respect to the implementation 

and effectiveness of the compliance and ethics program.” A specific senior 

employee should be assigned the overall responsibility for the compliance program 

(usually known as the “compliance officer” or the “chief compliance officer”). This 

person should actively investigate the organization and promote a culture within 

the organization that encourages ethical conduct and a commitment to comply 

with the law. There also should be a compliance committee and other managers 

who are responsible for the day-to-day implementation of the compliance program. 

The compliance officer, along with the whole compliance team, must be given the 

resources, authority, and access to the governing board that are necessary to carry 

out the compliance program. 

3. Exhibit due diligence in hiring and assigning personnel to positions with 

substantial authority. “The organization shall use reasonable efforts not to include 

within the ‘substantial authority personnel’ of the organization any individual 

whom the organization knew, or should have known through the exercise of due 

diligence, has engaged in illegal activities or other conduct inconsistent with an 

effective compliance and ethics program.” “Substantial authority personnel” are 

defined in the FSGO to mean “individuals who within the scope of their authority 

exercise a substantial measure of discretion in acting on behalf of an organization.” 

[Commentary to FSGO Section 8A1.2 at 3.(C)] In most instances, high-level, senior 
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Dear Colleague:

[This letter is only a sample. It should be modified to incorporate the hospital’s philosophy 

and compliance objectives.]

The Hospital is fully committed to compliance with the law and ethical standards. In this 

age of strict government regulation and public scrutiny of business practices, a high level of 

commitment to compliance is essential.

The Hospital has developed this Compliance Program to further our mission to provide 

high-quality patient care in a manner that ensures compliance with the law and the highest 

business ethics. This Compliance Program includes a comprehensive discussion of 

certain laws, the hospital’s policies, and expectations about your conduct. However, no 

written program or policy can cover all circumstances. We therefore ask that you read this 

Compliance Program carefully to understand not only its written words, but its purpose and 

meaning as well. 

If you have any questions about this Compliance Program or think an event has occurred 

that violates this Compliance Program, you should contact our Chief Compliance Officer. 

Alternatively, you can anonymously contact our Compliance Hotline by calling    
  or sending a fax to     . You are encouraged to ask 

questions and to report violations of this Compliance Program. 

You can count on the Hospital to provide the support and environment necessary to make 

this Compliance Program a success. Similarly, the Hospital is counting on you to take this 

Compliance Program seriously and conduct yourself accordingly. 

      

     Sincerely,

     President and Chief Executive Officer

     [Hospital Name]
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SECTION I  — COMPLIANCE PROGRAM SUMMARY

Definitions of Commonly Used Terms

A list of words that are commonly used in this Compliance Program and their meanings 

follows:

• “Hospital” means the Hospital, and all of its subsidiaries and affiliates that are 

covered by this Compliance Program. [Each hospital should list its subsidiaries and 

affiliates covered by its compliance program.]

• “Personnel” means all employees and volunteers of the Hospital, and all contractors 

or others who are required to comply with this Compliance Program. Each of these 

persons must sign an Acknowledgment of Receipt of Hospital Compliance Plan and 

a Conflict of Interest Certification Form. 

Purpose of This Compliance Program

The Hospital is committed to ensuring compliance with all applicable statutes, regulations 

and policies governing our daily business activities. To that end, the Hospital created this 

Compliance Program to serve as a practical guidebook that can be used by all Personnel to 

assist them in performing their job functions in a manner that complies with applicable laws 

and policies. This Compliance Program is intended to further our day-to-day commitment 

that our operations comply with federal and state laws, to provide guidance for all employees, 

and to serve as a mechanism for preventing and reporting any violation of those laws.

While this Compliance Program contains policies regarding the business of the Hospital, 

it does not contain every policy that Personnel are expected to follow. For example, this 

Compliance Program does not cover payroll, vacation and benefits policies. The Hospital 

maintains other policies with which employees are required to comply. You should discuss 

with your supervisor any questions regarding which policies apply to you. 

It is the policy of the Hospital that: 

• All employees are educated about applicable laws and trained in matters of 

compliance; 

• There is periodic auditing, monitoring and oversight of compliance with those laws; 

• An atmosphere exists that encourages and enables the reporting of noncompliance 

without fear of retribution; and 

• Mechanisms exist to investigate, discipline and correct noncompliance.
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Who is Affected

Everyone employed by the Hospital is required to comply with the Compliance Program. 

Because not all sections of the Compliance Program will apply to your job function, you will 

receive training and other materials to explain which portions of this Compliance Program 

apply to you. 

While this Compliance Program is not intended to serve as the compliance program for all of 

our contractors, it is important that all contractors perform services in a manner that complies 

with the law. To that end, agreements with contractors may incorporate certain provisions of 

this Compliance Program. 

This Compliance Program is effective only if everyone takes it seriously and commits to 

comply with its contents. It is important that you not only understand and comply with the 

written words of this Compliance Program, but that you also understand and appreciate the 

spirit and purpose of this Compliance Program. When in doubt, ask your supervisor, review 

the appropriate section of this Compliance Program, or take other steps to ensure that you 

are following the Compliance Program.

Compliance requirements are subject to change as a result of new laws. We must all keep 

this Compliance Program current and useful. You are encouraged to let your supervisor 

know when you become aware of changes in law or hospital policy that might affect this 

Compliance Program. 

HOW TO USE THIS COMPLIANCE PROGRAM

The Hospital has organized this Compliance Program to be understandable and easy to 

navigate. A brief description of how this Compliance Program manual is organized follows.

Section I –  Compliance Program Summary 

Section II – Code of Conduct

This section contains specific policies related to your personal conduct while performing your 

job function. The primary objective of these policies is to create a work environment that 

promotes cooperation, professionalism and compliance with the law. Compliance with the 

Code of Conduct is a significant factor in employee performance evaluations. All Personnel 

will receive training on this section.

Section III – Compliance Program Systems and Processes

This section explains the roles of the Chief Compliance Officer and the Compliance 

Committee. It also contains information about Compliance Program education and training, 

auditing and corrective action. Most importantly, this section explains how to report violations 

anonymously, either in writing or by calling the Hospital’s Compliance Hotline at   
    or sending a fax to      . 

All Personnel will receive training on this section.

Section IV – Compliance Policies

This section includes specific policies that apply to various aspects of the Hospital’s business 

and operations. Some of these policies may not apply to your specific job function, but it is 

still important that you are aware of their existence and importance. All Personnel will receive 

training regarding the policies that apply to their job function.
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Here are some tips on how to effectively use this Compliance Program: 

• Refer to Table of Contents. The Table of Contents contains a thorough list of 

topics covered in this Compliance Program. Use the Table of Contents to quickly 

locate the topic you are looking for.

• Important Reference Tool. This Compliance Program should be viewed as an 

important reference manual that can be referred to on a regular basis to answer 

questions about how to perform your job. Although it may not contain all of the 

answers, it will contain many and can save you time.

• Read it in Context. The Hospital has created this Compliance Program to 

incorporate numerous compliance policies, many of which may not apply to you. 

When reviewing this Compliance Program and the policies contained in it, keep in 

mind that the policies are to be applied in the context of your job. If you are uncertain 

about if or how a policy applies to you, ask your supervisor. 

• Keep it Handy. Keep this Compliance Program manual easily accessible and refer 

to it on a regular basis.

• Talk to Your Co-Workers. Regular dialogue among co-workers and supervisors is 

a great way to ensure that policies are being uniformly applied. While this discussion 

is encouraged, always remember that the provisions of this Compliance Program 

should guide you on compliance matters.

SECTION II — CODE OF CONDUCT

Our Compliance Mission

[Include the Hospital’s mission statement. The following is an example.]

In concert with our medical staff, the Hospital strives to provide comprehensive quality 

health care to our community. Our team of dedicated health care professionals shall provide 

a compassionate and caring environment for patients, and their families and friends, while 

continuously striving to improve the quality of care that is accessible and affordable. 

The Hospital shall collaborate with its medical staff and affiliated organizations to improve 

health outcomes, enhance quality of life, and promote human dignity through health 

education, prevention and services across the health care continuum.

The Hospital’s Board of [insert as appropriate: “Directors” or “Trustees”] (referred to herein as 

the “Governing Board”) adopted the Compliance Program, including this Code of Conduct, 

to provide standards by which Personnel must conduct themselves in order to protect and 

promote the Hospital’s integrity and to enhance the Hospital’s ability to achieve its objectives. 

The Hospital believes this Code of Conduct will significantly contribute to a positive work 

environment for all.

No written policies can capture every scenario or circumstance that can arise in the 

workplace. The Hospital expects Personnel to consider not only the words written in this 

Code of Conduct, but the meaning and purpose of those words as well. You are expected to 

read this Code of Conduct and exercise good judgment. You are encouraged to talk to your 

supervisor or the Hospital’s Chief Compliance Officer if you have any questions about this 

Code of Conduct or what is expected of you. 
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All Personnel are expected to be familiar with the contents of this Code of Conduct. Training 

and education will be provided periodically to further explain this Code of Conduct and its 

application.

Compliance With Laws

It is the policy of the Hospital, its affiliates, contractors and employees to comply with all 

applicable laws. When the application of the law is uncertain, the Hospital will seek guidance 

from legal counsel. 

Open Communication

The Hospital encourages open lines of communication between Personnel. If you are 

aware of an unlawful or unethical situation, there are several ways you can bring this to the 

Hospital’s attention. Your supervisor is the best place to start, but you can also contact the 

Hospital’s Chief Compliance Officer or call the Compliance Hotline to express your concerns. 

All reports of unlawful or unethical conduct will be investigated promptly. The Hospital does 

not tolerate threats or acts of retaliation or retribution against employees for using these 

communication channels.

Your Personal Conduct

The Hospital’s reputation for the highest standards of conduct rests not on periodic audits 

by lawyers and accountants, but on the high measure of mutual trust and responsibility that 

exists between Personnel and the Hospital. It is based on you, as an individual, exercising 

good judgment and acting in accordance with this Code of Conduct and the law.

Ethical behavior on the job essentially comes down to honesty and fairness in dealing with 

other Personnel and with patients, vendors, competitors, the government and the public. It is 

no exaggeration to say that the Hospital’s integrity and reputation are in your hands.

The Hospital’s basic belief in the importance of respect for the individual has led to a strict 

regard for the privacy and dignity of Personnel. When management determines that your 

personal conduct adversely affects your performance, that of other Personnel, or the 

legitimate interests of the Hospital, the Hospital may be required to take action.

The Work Environment

The Hospital strives to provide Personnel with a safe and productive work environment. 

All Personnel must dispose of medical waste, environmentally sensitive materials, and any 

other hazardous materials correctly. You should immediately report to your to supervisor any 

situations that are likely to result in falls, shocks, burns, or other harm to patients, visitors, or 

Personnel. 

The work environment also must be free from discrimination and harassment based on race, 

color, religion, sex, sexual orientation, age, national origin, disability, veteran status or other 

factors that are unrelated to the Hospital’s legitimate business interests. The Hospital will 

not tolerate sexual advances, actions, comments or any other conduct in the workplace 

that creates an intimidating or otherwise offensive environment. Similarly, the use of racial 

or religious slurs — or any other remarks, jokes or conduct that encourages or permits an 

offensive work environment — will not be tolerated.
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If you believe that you are subject to such conduct, you should bring such activity to the 

attention of the Hospital, either by informing your supervisor, the Hospital’s Chief Compliance 

Officer, or by calling the Compliance Hotline. The Hospital considers all complaints of such 

conduct to be serious matters, and all complaints will be investigated promptly.

Some other activities that are prohibited because they clearly are not appropriate are: 

• Threats; 

• Violent behavior; 

• The possession of weapons of any type;

• The distribution of offensive jokes or other offensive materials via e-mail or any other 

manner; and 

• The use, distribution, sale or possession of illegal drugs or any other controlled 

substance, except to the extent permitted by law for approved medical purposes. 

In addition, Personnel may not be on the Hospital premises or in the Hospital work 

environment if they are under the influence of or affected by illegal drugs, alcohol or controlled 

substances used other than as prescribed.

Employee Privacy

The Hospital collects and maintains personal information that relates to your employment, 

including medical and benefit information. Access to personal information is restricted solely 

to people with a need to know this information. Personal information is released outside the 

Hospital or to its agents only with employee approval, except in response to appropriate 

investigatory or legal requirements, or in accordance with other applicable law. Employees 

who are responsible for maintaining personal information and those who are provided access 

to such information must ensure that the information is not disclosed in violation of the 

Hospital’s Personnel policies or practices.

Use of Hospital Property

Hospital equipment, systems, facilities, corporate charge cards and supplies must be used 

only for conducting Hospital business or for purposes authorized by management.

Personal items, messages or information that you consider private should not be placed 

or kept in telephone systems, computer systems, offices, work spaces, desks, credenzas 

or file cabinets. Employees should have no expectation of privacy with regard to items 

or information stored or maintained on Hospital equipment or premises. Management is 

permitted to access these areas. Employees should not search for or retrieve articles from 

another employee’s workspace without prior approval from that employee or management.

Since supplies of certain everyday items are readily available at Hospital work locations, the 

question of making personal use of them frequently arises. The answer is clear: employees 

may not use Hospital supplies for personal use.

Use of Hospital Computers

The increasing reliance placed on computer systems, internal information and 

communications facilities in carrying out Hospital business makes it absolutely essential to 

ensure their integrity. Like other Hospital assets, these facilities and the information they make 
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SYMBOLS

72-day rule, 1.3

72-hour rule—See Three-day payment rule

A

Academic medical centers, 6.16

ACA (Patient Protection and Affordable Care Act of 

2010), 1.7, 6.51, 7.4, 7.55, 8.29, 9.43, 9.52, 10.36, 

15.16

Accountable Care Organizations (ACOs), 9.32, 7.52, 

9.33

Mandatory compliance plan, 1.7

Administrative subpoena, 16.14

Advertising, 7.61—See Marketing

Advisory opinions, 7.57

Affordable Care Act of 2010—See ACA (Patient 

Protection and Affordable Care Act of 2010)

Ambulatory Surgery Center (ASC), 6.17

Ancillary services, in-office, 6.12

Anti-kickback laws

California law, 7.2

Exceptions, 7.4, 7.60

Bona fide employee, 7.4

Discounts, 7.4

FQHCs, 7.5

Group purchasing organization, 7.5

Information technology, 7.5

Investment interests, 7.61

Management contracts, 7.60

Personal services, 7.60

Risk-sharing arrangement, 7.5

Waivers of coinsurance, 7.5

False Claims Act, 7.55

Federal penalties, 7.54

Safe harbors

Ambulance replenishing, 7.39

Cooperative hospital service organizations, 

7.33

Donations to FQHCs—See Federally-qualified 

health center (FQHCs)

Electronic health records items and services, 

7.46—See also Information technology, 

electronic health records items and 

services

Electronic prescribing items and services, 

7.44—See also Information technology, 

electronic prescribing items and services

Equipment rental, 7.12

Group purchasing arrangements, 14.4

Investment interests, 7.7

Investments in group practices, 7.33

Obstetrical malpractice insurance subsidies, 

7.31

Physician recruitment, 7.29

Price reductions offered by contractors, 7.39—

See also Discounts, contractors

Referral arrangements for specialty services, 

7.37

Referral services, 7.16

Space, lease, rental, 7.10

Waiver of beneficiary coinsurance and 

deductible amounts, 7.23

Stark laws, 7.55

State and federal law, relationship between, 7.62

State law penalties, 7.62

Anti-markup—See Laboratory, anti-markup, 

See Laboratory

Antitrust laws, 14.1 to 14.5

Policies, 14.4 to 14.5

Arbitrage, 9.64

Auditing, MP.19 to MP.20, 1.5

B

Background check, 1.10

Bad debt, 8.9

Payments, 5.25

Balance billing, 8.54
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Bates stamping, 16.5, 16.18

Board of directors

Compensation of directors, 9.20

Bonds—See Tax-exemption, financing

Breach notification, 14.15

Bureau of Medi-Cal Fraud and Elder Abuse (BMFEA), 

16.12

C

Cafeteria, 9.23

California Department of Justice—See Department of 

Justice, California

California Department of Public Health (CDPH)

All Facility Letters, 10.6

District offices, 10.6

Licensing and Certification (L&C) program, 10.1

California Nonprofit Integrity Act, 9.48

Campaigns—See Political activities

Cataract surgery, 6.19

CDPH—See California Department of Public Health 

(CDPH)

Centers for Medicare & Medicaid Services (CMS), 14.14, 

16.2

Accrediting organizations, 10.16

Change of ownership, 10.27

Conditions of Participation, 14.14, 14.16

Provider-based rules, 10.30

Survey procedures, 10.16

Centralized Applications Unit (CAU), 10.12

Changes of ownership, 10.11, 10.27

Chargemaster, 8.46

Charity care—See Fair pricing laws

Check, 14.10

Civil investigative demands (CIDs), 16.6, 16.14

Civil Monetary Penalties Law, 3.21, 3.22, 7.57

Civil Monetary Penalty Law (CMP Law), 11.3

Claims submission—See Billing

CMS—See Centers for Medicare & Medicaid Services 

(CMS)

Code of conduct, , MP.3 to MP.12, 1.21

Community benefits plan, 9.50, 9.52

Community needs assessment, 9.50, 9.52

Community-wide health information systems, 6.44

Compensation arrangements, 9.7

Complaints, MP.18

Compliance

Committee, MP.14 to MP.15

Hotline—See Hotline

Model hospital compliance plan—See Model 

hospital compliance plan

Officer, MP.13

Policies, MP.21 to MP.23, 1.21

Training, 6.39—See Training

Comprehensive Error Rate Testing, 16.2

Conditions of Participation, 10.2

Confidentiality—See Privacy laws

Confidentiality of Medical Information Act (CMIA), 14.7

Conflicts of interest, MP.1, MP.9 to MP.13, 9.17

Consent for treatment, 14.17 to 14.18

Consolidating hospitals, 10.13

Contact lenses following cataract surgery, 6.19

Conversion of beds, 10.11

Corrective action—See Employee discipline

Credit card, 14.11

Credit reporting, 8.19

Criminal conviction

Question on employment application, 1.10

D

DEA (Drug Enforcement Administration), 16.11

Debt collection—See Collection agencies

Deemed status, 10.16

Defense Criminal Investigative Service (DCIS), 16.10

Deficit Reduction Act (DRA) of 2005, 1.1

De minimis exception, 6.35

Department of Consumer Affairs, 16.13

Department of Justice, California, 16.12

Department of Justice (DOJ), federal, 14.2 to 14.3

Designated health services, 6.4

DHCS Audits and Investigations, 16.12

Dialysis-related drugs, 6.18

Disallowance

Period of disallowance, 6.48

Disclosure—See Self-disclosure

Discounts

Contractors, 7.39

Documentation

Recording and reporting information, MP.7

Donations

By physician, 6.35

FQHCs, to, 7.42

Driver’s license, 14.9

Drug discounts, 7.49
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Drug Enforcement Administration (DEA)—See DEA (Drug 

Enforcement Administration)

Drugs, illegal use of, MP.5

Durable Medical Equipment (DME), 6.14

E

Electronic health records items and services, 6.46, 7.46

Electronic prescribing items and services, 6.45, 7.44

Emergency Medical Treatment and Active Labor Act 

(EMTALA), 14.5 to 14.6

Emergency service reduction or elimination, 10.14

Employee discipline, MP.19 to MP.21

Employee handbook, 1.17

Employment relationships, 6.10, 6.25

Entertainment, MP.7, 6.35, 7.3

EPO, 6.18

Equipment rental—See Rental, equipment

Estimates, 8.51

Excluded providers, 1.2

Exclusion from federally-funded health care program, 

1.10

Exempt purposes, 9.3

Expense reimbursement, 9.62

Eyeglasses following cataract surgery, 6.19

F

Fair market value, 6.34, 7.10, 9.7

Compensation, 6.37

Fair pricing laws

OSHPD reporting, 8.26

Rural hospitals, 8.8

False Claims Act (FCA), 1.15, 1.17

Family referrals, 6.2

Rural, 6.19

Federal Bureau of Investigations (FBI), 16.6

Federally-qualified health center (FQHC), 6.30, 6.40, 7.49

Donations to, 7.42

Federal Sentencing Guidelines for Organizations (FSGO), 

1.1

Federal Trade Commission, 14.2 to 14.3

Fiduciary duties, 2.2

Food and Drug Administration (FDA), 16.11

Form 990, 8.44, 9.42

Fraud alerts, 7.57

Fundraising, 9.34, 9.48

G

Gifts, MP.7, 6.35, 7.3

Gift shop, 9.23

Governing board, MP.13 to MP.14, 1.8, 9.9

Grand jury subpoena, 16.15

Group practice, 7.33, 7.37

Arrangements, 6.34

Investments in, 7.33

Group purchasing, 14.4

Guidances from OIG, 7.57

H

Hardware—See Information technology

Health club, 9.24

Health information systems, community-wide, 6.44

High medical costs, 8.7

HIPAA

Breach laws, 14.15

Privacy Rule, 14.12 to 14.13

Security Rule, 14.14 to 14.15

HITECH Act, 14.13

HIV test results, 14.7

Hospice medical director, 6.55

Hospital beds

Changes in, 10.9

Conversion of, 10.11

Reclassification of, 10.10

Hospital within a hospital, 10.37

Hotline, 1.10, MP.17

I

Immunizations, 6.18

Implants furnished by an ASC, 6.17

Incidental benefits to medical staff, 6.36

Indirect compensation arrangements, 6.39

Information technology, 7.61

Community-wide health information systems, 6.44

Electronic health records items and services, 6.46, 

7.46

Electronic prescribing items and services, 6.45, 7.44

Informed consent, 14.17

In-office ancillary services, 6.12

Interested party—See Whistleblower

Internal Revenue Service—See Tax-exemption

Interpretive Guidelines, 14.5
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Inurement—See Private benefit (inurement)

Investigation, 1.6, 1.12

Investment interests, 7.7, 7.61

Isolated transactions, 6.33

J

Joint replacement model, 6.50, 7.54

Joint ventures

Whole hospital, 9.30

L

Lanterman-Petris-Short Act, 14.7

Laundry services, 9.24

Lease, 7.12

Legal hold, 14.19

Legislative activities—See Political activities

Licensing—See also California Department of Public 

Health (CDPH)

Accrediting organizations, 10.16

Changes of ownership, 10.11

Consolidating hospitals, 10.13

Deemed status, 10.16

Denial of license, 10.5

Emergency service elimination, 10.14

Emergency service reduction, 10.14

Hospital beds

Changes in, 10.9

Conversion of, 10.11

Penalties, 10.11

Program flexibility, 10.3

Special permits

Reinstatement, 10.10

Suspension of, 10.10

Voluntary cancellation of, 10.10

Special services, 10.4

Supplemental services, 10.4, 10.14

Suspension of, 10.8

Voluntary cancellation of, 10.8

Lithotripsy, 6.5

Lobbying—See Political activities

Long-term care facility, 1.18

M

MAC (Medicare Administrative Contractor), 10.2

Malpractice subsidies, 6.40

Managed care organizations, 6.39

Managed care patients, 6.10, 6.15, 6.55

Management contracts, 9.60

Marketing, MP.8 to MP.9, 14.5

Medicaid Fraud Control Unit, 16.11

Medicaid Integrity Contractor (MIC), 16.4

Medi-Cal

Certification, 10.34

Enrollment, 10.34

TARs—See Treatment Authorization Requests 

(TARs)

Medical staff incidental benefits, 6.36

Medicare

Advantage, 7.49, 7.55

Change of ownership, 10.27

Crossover—See Crossover claims

Medicare Administrative Contractor (MAC)—

See MAC (Medicare Administrative Contactor)

Recovery Auditor (RA)—See Recovery Auditor (RA)

MIC (Medicaid Integrity Contractor)—See Medicaid 

Integrity Contractor (MIC)

Model hospital compliance plan, MP.1 to MP.23, 1.21

Code of conduct, MP.3, 1.21

Compliance policies, 1.21

Motel, 9.23

Mutual funds, 6.20, 7.7

N

National Practitioner Data Bank, 11.13

National Provider Identifier, 10.2

Needs assessment, 9.53

Nonmonetary compensation, 6.35, 7.3

Nonprofit hospital

Sale or transfer of, 9.47

Tax-exempt issues—See Tax-exemption

Nonretaliation policy, MP.18

Nursing facility, 1.18

O

Obstetrical malpractice insurance subsidies, 6.40

Office for Civil Rights (OCR), 16.10

Office of Inspector General (OIG)

Self-disclosure protocol, 15.1

Work plan, 1.9, 1.13

Office of Personnel Management, 16.10

Office of Statewide Health Planning and Development 

(OSHPD), 9.51

Office space rental—See Rental, office space
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OIG (Office of Inspector General)—See Office of 

Inspector General (OIG)

Open Letters from OIG, 7.57

Ordering/Referring Provider Enrollment, 10.23

Organ acquisition costs—See also Cost Reporting

Overcharging patients, 8.26

Overpayment—See also Credit balances, See 

also Reverse false claim, See also Credit balances, 

Reverse false claim

P

Parking lot, 9.23

Partnerships, 9.26

Whole hospital, 9.30

Patient Access to Health Records Act, 14.7

Patient Protection and Affordable Care Act of 2010—

See ACA (Patient Protection and Affordable Care 

Act of 2010)

Patient Safety Licensing Survey (PSLS), 10.16

Payment suspensions, 10.23

Penalties

Anti-kickback laws, 7.54, 7.62

Performance evaluation, MP.15 to MP.16

Period of disallowance, 6.48

Personal services, 6.10, 6.26, 6.54

Pharmaceuticals, sale of, 9.24

Physician

Charitable donations by, 6.35

Disclosure to patient, 6.14, 6.22

Payments to laboratory or other entity by, 6.34

Professional courtesy, 6.42

Recruitment, 6.27, 6.55, 9.7

Self-referral laws—See Self-referral laws

Physician Ownership and Referral Act (PORA), 6.1

Postal Inspection Service, 16.11

Preemption analysis, 14.13

Preventive screening tests, 6.18

Price fixing, 14.2

Primary residences, 8.21

Privacy laws, 14.6 to 14.12

Private benefit (inurement), 9.3, 9.5, 9.28

Professional courtesy, 6.42

Program flexibility, 10.3

Promotions, MP.8 to MP.9—See also Discounts

Proprietary information, MP.6 to MP.7

Provider-based rules, 10.30

Publicly-traded securities, 6.20, 7.7

Purchase of items/services, 6.34

Q

Quality Assurance Fee (QAF), 10.34

Quality Improvement Organization, 16.2

R

Rebate—See Discounts

Reclassification of beds, 10.10

Records retention, 14.17 to 14.19, 9.48, 9.64

Referral services, 6.40

Relator—See Whistleblower

Remuneration, 6.7, 7.3

Unrelated to DHS, 6.33

Rental

Equipment, 6.24, 6.54, 7.12

Office space, 6.23, 6.54, 7.10

Reporting

Violations of laws, MP.12, MP.21

Requisition—See Laboratory

Retaliation—See Nonretaliation policy, 

See Whistleblower, See Nonretaliation policy, 

Whistleblower

Retention payments in underserved areas, 6.42

Risk-sharing arrangements, 6.39

Rural providers, 6.23, 6.30—See also Rural Health 

Clinics (RHC)

S

Safe harbor, 7.1, 9.60

Discounts, 7.18

Employees, 7.21

Equipment rental, 7.12

Group purchasing arrangements, 7.22

Increased coverage offered by health plans, 7.27

Investment interests, 7.7

Management contracts, 7.12

Obstetrical malpractice insurance subsidies, 7.31

Personal services, 7.12

Price reductions offered to health plans, 7.27

Reduced cost-sharing amounts offered by health 

plans, 7.27

Reduced premiums offered by health plans, 7.27

Referral services, 7.16

Sale of practice, 7.15
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Space rental, 7.10

Waiver of beneficiary coinsurance and deductible 

amounts, 7.23

Warranties, 7.18

Salary surveys, 14.4

Same-day readmission—See Readmission, same-day

Schedule D, 9.45

Schedule H, 9.43

Schedule K, 9.45

Search warrant, 16.15

Self-disclosure, 6.51

Self-referral laws

California law, 6.1

Compensation arrangements, 6.7

Exceptions

Academic medical centers, 6.16

Bona fide employment relationships, 6.25

Charitable donations by a physician, 6.35

Community-wide health information systems, 

6.44

Compliance training, 6.39

De Minimis exception (nonmonetary 

compensation), 6.35

Electronic health records items and services, 

6.46

Electronic prescribing items and services, 6.45

EPO and other dialysis-related drugs, 6.18

Eyeglasses and contact lenses following 

cataract surgery, 6.19

Fair market value compensation, 6.37

Group practice arrangements with a hospital, 

6.34

Hospital ownership by physician, 6.20

Immunizations, 6.18

Implants furnished by an ASC, 6.17

Indirect compensation arrangements, 6.39

In-office ancillary services, 6.12

Intra-family rural referrals, 6.19

Managed care patients, 6.15

Medical staff incidental benefits, 6.36

Mutual funds, 6.20

Obstetrical malpractice insurance subsidies, 

6.40

Personal services arrangements, 6.26

Physician recruitment, 6.27

Physician services, 6.12

Preventive screening tests, 6.18

Professional courtesy, 6.42

Publicly-traded securities, 6.20

Purchase of items/services, 6.34

Referral services, 6.40

Rental of equipment, 6.24

Rental of office space, 6.23

Retention payments in underserved areas, 6.42

Risk-sharing arrangements, 6.39

Rural providers, 6.23

Vaccines, 6.18

Financial relationship, 6.5

Ownership and investment interests, 6.6

Penalties, 6.49

Period of disallowance, 6.48

Relationship to anti-kickback statute, 6.3

Set in advance, 6.10

Signage, 12.1 to 12.52

Signature requirement, non-compliance, 6.48

Skilled nursing facility, 1.18

Software—See Information technology

Special Bulletins, 7.57

Special Fraud Alert

Joint ventures, 7.9

Waiver of copay/deductible, 7.25

Special permits

Suspension of, 10.10

Voluntary cancellation of, 10.10

Special services, 10.4

“Speier” law—See also Self-referral laws

“Stark” law—See also Self-referral laws

Stock ownership, 7.7

Subpoena

Administrative, 16.14

Grand jury, 16.15

Substance abuse programs, 14.12

Supplemental services, 10.4

Surprise billing, 8.56

Suspension of license, 10.9

T

Tax-exemption

Board of directors

Compensation of directors, 9.20

Charity care—See Fair pricing laws
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Community benefits plan, 9.50

Community needs assessment, 9.50

Exempt purposes, 9.3

Form 990, 9.42

Hospital Audit Guidelines, 9.29

Inurement, 9.6

Legislative activities, 9.34

Lobbying, 9.34

Partnerships, 9.26

Private benefit, 9.5

Schedule D, 9.45

Schedule H, 9.43

Schedule K, 9.45

Violations of anti-kickback statute, 7.56

Telephone Consumer Protection Act (TCPA), 14.14

Temporary non-compliance, 6.47

Title 22, 10.2

Training, MP.16 to MP.17, 1.5, 1.9, 6.39

Transfer

EMTALA, 14.5 to 14.6

Transportation, 7.49

U

Under arrangements, 6.11

United Program Integrity Contractors, 16.9

UPIC—See United Program Integrity Contractors

U.S. Attorney’s Office, 16.6

U.S. Postal Inspection Service (USPIS), 16.11

V

Vaccines, 6.18

Violations

Reporting to government, MP.21

Voluntary cancellation of license, 10.10

W

Wage garnishments, 8.21

Wage surveys, 14.4

Waiver of copay/deductible, 7.58

Warrant, 16.15

Whistleblower, 1.17—See also Nonretaliation policy

Whole hospital ownership by physician, 6.20

Workers’ compensation, 7.63

Z

Zone Program Integrity Contractor, 16.3, 16.5, 16.8




