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MONTGOMERY COUNTY HOSPITAL DISTRICT
Banking and Investment Policy
This banking and investment policy (“Investment Policy”) is adopted to meet the District’s responsibilities
under the Public Funds Investment Act, Chapter 2256, Texas Government Code (hereinafter
“Government Code”). This Policy applies to all funds represented in the Annual Financial Report, with
the exception of any retirement, endowment or trust funds.
Effective cash management is recognized as essential to good fiscal management. Investment interest is
a source of revenue to District funds. The District’s investment portfolio shall be designed and managed
in a manner intended to maximize this revenue source, to be responsive to public trust, and to be in
compliance with legal requirements and limitations.
Investments shall be made with the following primary objectives, listed in order of priority:



*
1.

Safety and preservation of principal
Maintenance of sufficient liquidity to meet operating needs
Public trust from prudent investment activities
Optimization of interest earnings on the portfolio

DEFINITIONS For purposes of this Investment Policy, the following definitions shall apply:
a. The “District” means Montgomery County Hospital District.
b. “Bond Proceeds” means the proceeds from the sale of bonds, notes and any other obligations
issued by the District, and reserves and funds maintained by the District for debt service purposes.
c. “Book Value” means the original acquisition cost of an investment plus or minus the accrued
amortization or accretion.
d. “Funds” means public funds in the custody of the District that the District is authorized to invest.
e. “Investment Pool” means an entity created under the Government Code as set forth in §§2256.016
to invest public funds jointly on behalf of the entities that participate in the pool and whose
investment objectives in order of priority are: (i) preservation and safety of principal; (ii) liquidity;
and (iii) yield.
f. “Market Value” means the current face or par value of an investment multiplied by the net selling
price of the security as quoted by a recognized market pricing source quoted on the valuation
date.
g. “Qualified Representative” means a person who holds a position with a business organization,
who is authorized to act on behalf of the business organization and who is one of the following:
(1) for a business organization doing business that is regulated or registered with a securities
commission, a person who is registered under the rules of the Financial Industry Regulatory
Authority (FINRA);
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(2) for a state or federal bank, a savings bank, or a state or federal credit union, a member of the
loan committee for the bank or branch of the bank or a person authorized by a corporate
resolution to act on behalf of and bind the banking institution; or
(3) for an Investment Pool, the person authorized by the elected official or board with authority
to administer the activities of the Investment Pool to sign the written instrument on behalf of
the Investment Pool.
2.

INVESTMENT OFFICERS The Chief Executive Officer (“CEO”), Chief Financial Officer
(“CFO”), and Treasurer of the Board of Directors shall serve as Investment Officers of the District,
shall recommend appropriate legally authorized and adequately secured investments, and shall invest
District Funds as directed by the Board and this Investment Policy. In making investment decisions
pertaining to investments of District funds, the Investment Officers shall exercise the judgment and
care under prevailing circumstances that a prudent person would exercise in the management of his
or her own affairs, not for speculation, but for investment, considering the probable safety of capital
and the probable income to be derived. When deciding whether an Investment Officer’s actions were
prudent, the determination should be based upon the total investment portfolio, rather than an
individual investment in the portfolio, provided deviations from expectations are reported in a timely
fashion. However, an investment transaction not consistent with this Investment Policy would not
be considered prudent.

3.

WITHDRAWAL & TRANSFER AUTHORITY The CEO, CFO, or the Treasurer of the Board of
Directors is authorized to withdraw, transfer, and reinvest the District’s investments as prescribed in
this Investment Policy. Any other employee or representative of the District will be permitted to
perform these functions by express written authority of the Board or the CEO (see Exhibit “B”).

4.

CHECKS, DRAFTS, ETC.
a. Except as otherwise provided herein, all checks, drafts, notes or other orders for payment of
money issued in the name of the District shall be signed (i) by the CEO, CFO, or by one (1)
member of the Board for dollar amounts up to $25,000.00; or (ii) by the CEO or CFO and by one
(1) member of the Board for dollar amounts totaling greater than $25,000.00.
b. Due to an extended and/or unexpected absence of the CFO, all checks, drafts, notes or other orders
for payment of money issued in the name of the District shall be signed (i) by the CEO or Chief
Operating Officer or by one (1) member of the Board for dollar amounts up to $25,000.00; or (ii)
by the CEO or acting CFO and by one (1) member of the Board, or by a combination of any three
(3) members of the Board for dollar amounts totaling greater than $25,000.00.
c. The CEO may not initiate and sign a purchase order and thereafter sign the check (or authorize an
electronic draft) evidencing payment of the Purchase Order.
Drafts to the District’s bank accounts for certain expenditures may be made through electronic
signatures, electronic payments, and/or other automated arrangements not requiring a physical
signature of a District representative.

5.

APPROVED INVESTMENTS The District is authorized to invest its Funds in only the investment
types, consistent with the strategies and maturities defined in this Investment Policy and chapter 2256
of the Government Code. The maximum stated maturity of any individual investment should be no
longer than 5 years, and the maximum dollar-weighted average maturity of any pooled fund should
be no longer than one year.
The following investments will be permitted:
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a.

Obligations, including letters of credit, of the United States or its agencies or
instrumentalities, including the Federal Home Loan Banks;

b.

Other obligations, the principal and interest on which are unconditionally guaranteed or
insured by, or backed by the full faith and credit of the United States or its agencies and
instrumentalities, including obligations that are fully guaranteed or insured by the Federal
Deposit Insurance Corporation or by the explicit full faith and credit of the United States;

c.

Obligations of the State of Texas or its agencies and instrumentalities, and obligations of
counties, cities, and other political subdivisions of this State rated as to investment quality
by a nationally recognized investment rating firm not less than A or its equivalent;

d.

Fully insured or collateralized deposits at eligible depositories placed in compliance with
this Policy and the Government Code;

e.

Repurchase agreements placed in compliance with the Government Code.

f.

No load money market mutual funds regulated by the Securities and Exchange
Commission whose investment objectives include maintaining a stable $1.0000 share
value and that meet the requirements of the Government Code.

g.

Local government investment pools, either state-administered or through joint powers
statutes and other intergovernmental agreement legislation authorized in compliance with
the Government Code.

The investments set forth in Government Code §§ 2256.009(b), are not considered authorized
investments.
The District is not required to liquidate investments that were authorized at the time of purchase. At
least quarterly, the Investment Officers shall monitor the rating of any investment required by the
Government Code to maintain a minimum credit rating. All prudent measures will be taken to
liquidate an investment that is downgraded to less than the required minimum rating.
6.

SAFETY AND INVESTMENT MANAGEMENT The Investment Officers shall observe financial
market indicators, study financial trends, and utilize available educational tools in order to maintain
appropriate managerial expertise. Investments shall be made in a manner that ensures the
preservation of capital in the overall portfolio and offsets, during a 12-month period, any market
price losses resulting from interest-rate fluctuations by income received from the balance of the
portfolio.
The Investment Officers shall create a competitive environment for all individual security purchases
and sales, financial institution deposit placements, and money market mutual fund and local
government investment pool selections. The Investment Officers shall develop and maintain
procedures for ensuring a competitive environment.

7.

LIQUIDITY AND MATURITY
a. Unless otherwise prohibited by law, assets of the District shall be invested in instruments whose
maturities do not exceed five (5) years from the time of purchase.
b. The District’s Investment portfolio shall have sufficient liquidity to meet anticipated cash flow
requirements.
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8.

DIVERSITY Where appropriate, the investment portfolio shall be diversified in terms of investment
instruments, maturity, scheduling, and financial institutions to reduce risk of loss resulting from over
concentration of assets in a specific class of investments, specific maturity, or specific issuer. The
District may achieve some diversification by placing part of its investment portfolio in a Local
Government Investment Pool meeting the requirements of Government Code §§ 2256.016, if the
Board authorizes the investment in the particular pool by resolution.

9.

FUNDS/STRATEGIES Investments of the following fund categories shall be consistent with this
policy and in accordance with the strategy defined below:
OPERATING FUNDS:
1. Suitability - Any investment eligible in the Investment Policy is suitable for Operating Funds
(including debt service and other pooled funds).
2. Safety of Principal - All investments shall be high quality with no perceived default risk.
Market price fluctuations will occur. However, managing the weighted average days to
maturity for the Operating Fund’s portfolio to less than 300 days and restricting the maximum
allowable maturity to two years will minimize the price volatility of the overall portfolio.
3. Marketability - Securities with active and efficient secondary markets are necessary in the
event of an unanticipated cash flow requirement. Historical market “spreads” between the bid
and offer prices of a particular security-type of less than a quarter of a percentage point will
define an efficient secondary market.
4. Liquidity - The Operating Fund requires the greatest short-term liquidity of any of the Fund
types. Short-term deposits, investment pools, and money market mutual funds will provide
daily liquidity and may be utilized as a competitive yield alternative to fixed maturity
investments.
5. Diversification - Investment maturities should be staggered throughout the budget cycle to
provide cash flow based on the anticipated operating needs of the District. Diversifying the
appropriate maturity structure out through two years will reduce market cycle risk.
6. Yield - Attaining a competitive market yield for comparable investment-types and portfolio
restrictions is the desired objective. The yield of an equally weighted, rolling six-month
Treasury Bill portfolio will be the minimum yield objective.

10. SAFEKEEPING and CUSTODY: All trades, where applicable, will be executed by delivery
versus payment (DVP) to ensure that securities are deposited with an eligible safekeeping agent prior
to the release of funds. District-owned securities will be evidenced by safekeeping receipts issued
by the agent. The District may designate an eligible and authorized financial institution or
broker/dealer as custodian for FDIC insured deposit placements as per the Government Code.
All financial institution deposits shall be insured or collateralized in compliance with applicable State
law. Pledged collateral shall maintain a market value equal to or greater than 102% of the deposits
plus accrued interest, less any amount insured by the FDIC. The District reserves the right, in its
sole discretion, to accept or reject any form of insurance or collateralization pledged towards
deposits. Financial institutions will be required to sign a depository agreement. The collateralized
deposit portion of the agreement shall define the District’s rights to the collateral in case of default,
bankruptcy, or closing, and shall establish a perfected security interest in compliance with Federal
and State regulations, including:
a. The agreement must be in writing;
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b. The agreement has to be executed by the financial institution and the District
contemporaneously with the acquisition of the asset;
c. The agreement must be approved by the Board of Directors or designated committee of
the financial institutions and a copy of the meeting minutes must be delivered to the
District; and
d. The agreement must be part of the financial institution’s “official record” continuously
since its execution.
Securities pledged as collateral shall be held by an independent third party governed by a custodial
agreement acceptable to the District. The agreement is to specify the acceptable investment securities
as collateral, including provisions relating to possession of the collateral, the substitution or release
of investment securities, ownership of securities, and the method of valuation of securities. The
agreement must clearly state that the custodian is instructed to release pledged collateral to the
District in the event the District has determined that the financial institution has failed to pay on any
matured investments, or has determined that the funds of the District are in jeopardy for whatever
reason, including involuntary closure or change of ownership. A clearly marked evidence of the
pledge must be supplied to the District and retained by the Investment Officers.
11. BROKER/DEALERS Broker/dealers must submit information as requested by the District and be
in good standing with the Financial Industry Regulatory Authority (“FINRA”). Representatives of
brokers/dealers shall be registered with the Texas State Securities Board. The Board, at least
annually, shall review, revise and adopt a list of qualified broker/dealers that are authorized to engage
in investment transactions with the District. The Board of Directors acknowledges the “List of
Authorized, Qualified Broker/Dealers” as set forth in the document appended hereto as Appendix 1,
which has been previously approved by the Board of Directors.
12. INVESTMENT PROVIDERS A written copy of this Investment Policy shall be presented to any
person offering to engage in an investment transaction with the District.
Local Government Investment Pools and Discretionary Investment Management Firms shall execute
a written instrument stating:
a. The business organization has received and reviewed the District’s Investment Policy; and
b. Has acknowledged that the business organization has implemented reasonable procedures and
controls in an effort to preclude investment transactions conducted between the District and the
organization that are not authorized by the District’s Investment Policy, except to the extent that
this authorization requires an analysis of the District’s entire portfolio or requires an interpretation
of subjective investment standards, or relates to investment transactions of the entity that are not
made through accounts or other contractual arrangements over which the business organization
has accepted discretionary investment authority.
A form of the written instrument is attached as Exhibit “A”. The Investment Officers may not acquire
or otherwise obtain any authorized investment described in this policy from a person who has not
delivered to the District an instrument that is substantially in this form.
13. INVESTMENT TRAINING In order to provide qualified and capable investment management, the
Investment Officers of the District shall: (1) attend training, accumulating at least 10 hours, relating
to the Treasurer’s or Investment Officers’ responsibilities under the Government Code within 12
months after taking office or assuming duties; and (2) attend training with each two-year period
aligned with the District’s fiscal year and accumulating not less than ten hours of instruction relating
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to investment responsibilities under the Government Code. The training must include education in
investment controls, security risks, strategy risks, market risks, and compliance with the Government
Code.
The Board approves the following independent sources of training:
a. Government Treasurers’ Organization of Texas
b. Government Finance Officers’ Association (National and Texas)
c. American Institute of Certified Public Accountants
d. University of North Texas
e. Texas State University
14. STANDARD OF CARE Investments shall be made with judgment and care, under prevailing
circumstances that a person of prudence, discretion, and intelligence would exercise in the
management of his or her own affairs, not for speculation, but for investment, considering the
probable safety of capital and the probable income to be derived. Investments shall be governed by
the objectives specified in Government Code 2256.006, in the order of priority specified therein.
In determining whether an Investment Officer has exercised prudence with respect to an investment
decision, the following shall be taken into consideration:
a. The investment of all Funds, rather than the prudence of a single investment, over which the
officer had responsibility.
b. Whether the investment decision was consistent with this Investment Policy.
15. PERSONAL INTEREST An Investment Officer who has a personal business relationship with a
business organization offering to engage in an investment transaction for the District or who is related
within the second degree by affinity or consanguinity, as determined by Government Code, Chapter
573, to an individual seeking to sell an investment to the District shall file a statement disclosing that
relationship with the Board and with the Texas Ethics Commission, and shall abstain from
participation in the District’s decision whether to engage the business organization or individual with
which the Investment Officer has a relationship.
An Investment Officer has a personal business relationship with a business organization if:
a. the Investment Officer owns 10 percent or more of the voting stock or shares of the business
organizations or owns $5,000 or more of the Fair Market Value of the business organization;
b. Funds received by the Investment Officer from the business organization exceed 10 percent of
the Investment Officer’s gross income for the previous year; or
c. The Investment Officer has acquired from the business organization investments with a Book
Value of $2,500 or more for the personal account of the Investment Officer.
16. QUARTERLY REPORTS The Investment Officers shall prepare and submit to the Board a written
report incompliance with the requirements of the Government Code. This report shall be presented
to the Board not less than quarterly, within a reasonable time after the end of the period. The report
must:
a. Contain a detailed description of the investment position of the District on the date of the report.
b. Contain a summary statement of each pooled funds group that states:
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(1) Beginning Market Value for the reporting period.
(2) Additions and changes to the Market Value during the period.
(3) Ending Market Value for the period.
(4) Fully accrued interest for the reporting period.
c. State the Book Value and Market Value of each separately invested asset at the beginning and
end of the reporting period by the type of asset and fund type invested.
d. State the maturity date of each separately invested asset that has a maturity date.
e. State the account or fund or pooled group fund in the District for which each individual investment
was acquired.
f. State the compliance of the investment portfolio of the District as it relates to the District’s
investment strategy expressed in the District’s Investment Policy and relevant provisions of law.
g. Record the signatures of each Investment Officer attesting to its compliance as required in item.
Market values will be obtained at least quarterly from sources deemed to be reliable and not affiliated
with the original transaction acquiring the investment.
17. ANNUAL REVIEW The Investment Policy, and incorporated the investment strategies, shall be
reviewed not less than annually by the Board. The Board shall affirmatively, by written resolution,
state that it has reviewed the Investment Policy and investment strategies, and such resolution shall
record any changes made in the Investment Policy or investment strategies.
18. ANNUAL AUDIT The Board shall perform or have conducted a compliance audit of management
controls on investments and adherence to the Board’s established investment policies. The
compliance audit shall be performed in conjunction with the annual financial audit by the District’s
independent auditing firm. If the District invests in other than money market mutual funds,
Investment Pools or deposits offered by its depository bank, the reports prepared by the Investment
Officers shall be formally reviewed at least annually by an independent auditor, and the result of the
review shall be reported to the Board.
20. ELECTRONIC FUNDS TRANSFER The District may use electronic means to transfer or invest
all Funds collected or controlled by the District.
21. AUTHORIZATION Unless authorized by this Policy, (including the appendices hereto) a person
may not deposit, withdraw, transfer, or manage in any other manner the Funds of the District.
22. COMPLIANCE All investments made by the District must comply with the Texas Public Funds
Investment Act and all federal, state and local statutes, rule or regulations.
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EXHIBIT A
Form of Statement by Investment Provider
THE STATE OF TEXAS
COUNTY OF MONTGOMERY

§
§
§

BEFORE ME, the undersigned authority, on this day personally appeared the person whose name is
subscribed below, who, being by me first duly sworn, upon oath deposed and said:
My name is
. I am a Qualified Representative of
(the “Business Organization”).
This statement is provided to meet the requirements of the Public Funds Investment Act.
I hereby certify that
1. I have received and reviewed the District’s Investment Policy;
2. The Business Organization has implemented reasonable procedures and controls in an effort
to preclude investment transactions conducted between the District and the Organization that
are not authorized by the District’s Investment Policy, except to the extent that the
Organization has not made an analysis of the make-up of the District’s entire portfolio or has
not engaged in any interpretation of subjective investment standards, or relates to investment
transactions of the District that are not made through accounts or other contractual
arrangements over which the business organization has accepted discretionary investment
authority; and
3. The statements, representations and declarations made in this document are true and correct.

Qualified Representative

SWORN AND SUBSCRIBED BEFORE ME, this the

(seal)

ACC 05-005

day of

, 20__.

__________________________________________
Notary Public in and for the
State of Texas
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Appendix 1

List of Authorized, Qualified Broker/Dealers

Institution

Representative

FHN Financial
Raymond James Financial Services
Wells Fargo Securities

Zach Brewer
Fred Greene
Chuck Landry
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INTRODUCTION
Montgomery County Hospital District is a political subdivision of the State of Texas created
by an election of the District’s voters in 1977. The District’s purpose is to provide medical
care and other health care services to qualifying, low-income residents of Montgomery County.
In connection with such duties, the District must periodically make expenditures of public
funds for purchases of supplies, equipment, materials and services. Although not required by
the District’s enabling legislation, the Board of Directors has sought to adopt comprehensive
purchasing policies to ensure that District receives the best value.
This policy outlines the methods of procurement and the duties and responsibilities of the
Montgomery County Hospital District as delegated to the Chief Executive Officer or his/her
designee(s) by the Board of Directors.
It is the District’s intention that all purchases of supplies, equipment, materials, and contracted
services, (other than those covered by the Texas Professional Services Procurement Act) 1
where the costs exceed $50,000 are to be purchased using a procurement methodology selected
by the Chief Executive Officer and/or Board of Directors which is intended to result in
obtaining the best value for the district.
Purchases of less than $50,000 may be made to the open market by the District’s Chief
Executive Officer and/or his/her designee(s) as outlined in this policy.
PUBLIC PURCHASING HAS SEVERAL GOALS:
-

Purchase the proper goods or services to suit the District’s needs.

-

Procure the best possible price and value for the goods or services required.

-

Have the goods or services available where and when they are needed.

-

Assure a continuing supply of needed goods and services.

-

Guard against any misappropriation of the District Funds.

PUBLIC PURCHASING MUST ALSO ASSURE THAT:
-

Responsible bidders are given a fair opportunity to compete for the District’s
business.

-

The best value is received for the public dollar.

-

Public spending is not used to enrich elected officials or government employees,
or to confer favors upon constituents.

1

Texas Local Government Code ch. 2254
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The efficiency and effectiveness of any program depends on good, sound principles and
management. Purchasing is no different. There are common, basic principles of purchasing
which can be applied to any purchasing program to make it operational to the best advantage
of any organization.
It is the intent of the policy to promote effective, efficient and consistent procurement in
Montgomery County Hospital District, using procurement methodologies yielding the best
value to the District for the benefit of its taxpayers.
There are several different types of purchases. They are as follows:
EMERGENCY:
Emergency purchases are made to meet a critical, unforeseen need of the District due
to urgent circumstances and/or factors outside the District’s control. Because the
utilization of normal procurement processes would result in unreasonable delay in
situations where public health and/or safety is at immediate risk, emergency purchases
shall be exempt from otherwise applicable purchasing procedures as set forth herein.
SOLE SOURCE:
Sole Source purchases are goods and services available from only one supplier. This
may be because of patents and copyrights or simply because a single vendor supplies
the particular goods or services. These purchases shall be exempt from the otherwise
applicable purchasing procedures set forth herein, so long as the decision is made that
sole source procurement represents the best value to the District in light of the
circumstances.
SERVICES:
Different types of services are needed by the District. Professional services shall be
procured pursuant to the Professional Services Procurement Act for those services
contemplated under said Act, and pursuant to a request for qualifications and/or request
for proposals for services not contemplated under the Professional Services
Procurement Act. In some instances, due to sole source, specialized skills and/or
knowledge, service providers will be directly retained by the District, based upon the
discretion of the Chief Executive Officer that a request for qualifications and/or request
for proposals is unnecessary.
CONSTRUCTION:
These are projects normally involving the extensive use of plans, prints and/or
professional construction services. The supervision of this type of procurement
typically requires the services of an engineer. These projects will be procured pursuant
to the methodology which results in the best value to the District and in strict
compliance with Chapter 2267 of the Texas Government Code.
Approved by BOD on September 26, 2017

ITEMS:
Items include any service, equipment, goods, or other tangible or intangible personal
property, including insurance and technology and are generally subject to competitive
procurement as provided by these policies.
MCHD utilizes the following instruments in effecting purchases:

REQUISITION: Is a request for a purchase to be made. It is the first step taken after the need
for goods and services is recognized. The requisition process must include a system of
authorizations and safeguards to ensure that ethical purchasing procedures are followed.
PURCHASE ORDERS: Constitutes a contract for delivery of the goods and services and
usually contains the terms, quantity, delivery and price.
MCHD personnel shall exercise diligence in utilizing requisitions and purchase orders for
purchases of goods and services.

CIRCUMVENTING THE SYSTEM
Some types of purchases by the District are governed by statutory requirements of local, state
or federal origin. The requirements of the statutes have been incorporated into the District’s
internal policies and will be followed where applicable. Circumvention of these policies is
discouraged and any evidence of circumvention will constitute grounds for disciplinary action
up to and including termination.

CHAPTER 1
STATEMENT OF PURCHASING POLICY
Approved by BOD on September 26, 2017

Montgomery County Hospital District operates under the authority granted by the State of
Texas in its enabling statute (Chapter 1063 Texas Special District Local Law Code). With the
exception of contracts for construction governed by ch. 2267 of the Government Code, the
District’s Board of Directors has been granted “the power to prescribe the method and manner
of making purchases and expenditures by and for the hospital district.” 2 The District’s Board
of Directors has elected to establish the following policies and reserve the right to amend them
at any time.
The Montgomery County Hospital District pledges to discharge its duties in a manner that will
provide, to all responsible vendors and contractors, an equitable and competitive access to
Montgomery County Hospital District procurement processes. Further, the District’s
procurement will be conducted in a manner that will promote public confidence in the integrity
of the organization.

CHAPTER 2

2

Texas Special District Local Law Code §1063.106 .

Approved by BOD on September 26, 2017

PURCHASING
CODE OF ETHICS
GENERAL ETHICAL STANDARDS
1. It shall be a breach of ethics for an employee of the Montgomery County Hospital
District to attempt to realize personal gain through public employment with
Montgomery County Hospital District by any conduct inconsistent with the proper
discharge of the employee’s duties.
2. It shall be a breach of ethics for an employee of the Montgomery County Hospital
District to attempt to influence any public employee of Montgomery County
Hospital District to breach the standards of ethical conduct set forth in these
policies.
3. It shall be a breach of ethics for any employee of Montgomery County Hospital
District to participate directly or indirectly in procurement when the employee
knows that:
a. the employee, or a member of the employee’s immediate family has a
financial interest pertaining to the procurement;
b. A business or organization in which the employee, or any member of the
employee’s immediate family, has a financial interest pertaining to the
procurement; or any other person, business, or organization with whom
the employee, or any member of the employee’s immediate family, is
negotiating or, has an arrangement concerning prospective employment, or
is involved in the procurement.
4. Gifts – It shall be a breach of ethics for any person to offer, give or agree to give
any employee or former employee of Montgomery County or for any employee or
former employee of Montgomery County Hospital District to solicit, demand,
accept or agree to accept from another person, a gift or an offer of employment in
connection with any decision, approval, disapproval, recommendation, preparation
of any part of a program requirement or purchase request, influencing the content
of any specification or procurement standard, rendering of advice, investigation,
auditing, or any other advisory capacity in any proceeding or application request
for ruling, determination, claim or controversy, or other peculiar matter pertaining
to any program requirement or a contract or subcontract, or to any solicitation or
proposal, therefore, pending before the District.
5. Kickbacks – It shall be a breach of ethics for any payment, gift or offer of
employment to be made by or on behalf of a subcontractor under a contract to the
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prime contractor or higher tier of subcontractor for any contract for Montgomery
County Hospital District or any person associated therewith, as an inducement for
the award of a subcontract or order. No such inducement is proper prior to or
subsequent to an award of contract.
6. It shall be a breach of ethics for any employee or former employee of Montgomery
County Hospital District knowingly to use confidential information for actual or
anticipated personal gain or for the actual or anticipated gain of any person.
7. Employees of the Montgomery County Hospital District who are found to have
violated any one or more of the Code of Ethics shall be subject to disciplinary
action, including possible termination of employment with the District and
prosecution as may be afforded by law.
8.

Employees of the Montgomery County Hospital District shall ensure that all
applicable laws and regulations pertaining to procurements of goods and services
are honored, including for example, acknowledging conflicts of interest under
Chapter 171 of the Texas Local Government Code, vendors who are disbarred from
participating in government contracts due to violations of Medicare or Medicaid
regulations, et cetera.

9. It shall be a breach of ethics for any employee who is involved in the purchasing
of goods or services for Montgomery County Hospital District to intentionally seek
to evade the competitive procurement of such goods or services by breaking down
the purchase into component or sequential purchases.

CHAPTER 3
THE PURCHASING AGENT
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1. The Chief Executive Officer of the Hospital District, and/or his designee(s), shall
act as the District’s purchasing agent and supervise all purchases to ensure
compliance with this policy.
2. A purchase made by the Chief Executive Officer and/or his designee(s) shall be
paid for by the manner provided by law, including but not limited to the Texas
Prompt Payment Act (Texas Government Code chapter 2251). The District may
not honor a payment for a purchase unless the purchase is made and/or authorized
by the Chief Executive Officer and/or his designee(s) or by the Board of Directors
and funds have been appropriated and budgeted for such purchase.
3. In addition to the aforementioned requirements, the Chief Executive Officer for
Montgomery County Hospital District and/or his designee(s) will:
a. encourage and support compliance with the Texas state statutes, including the
District’s enabling legislation and the policies adopted there under by the Board
of Directors, including but not limited to this policy; and
b. promote local business participation in the Montgomery County Hospital
District procurement process.

CHAPTER 4
THE PURCHASING PROCESS
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A.

GENERAL INFORMATION
1. Montgomery County Hospital District will not be obligated to purchase equipment
or accessories that are delivered for use on a trial basis.
2. The following purchasing procedures that are made with the intention of avoiding
competitive bidding requirements are not authorized:
a. COMPONENT PURCHASES: defined as purchasing an item that, as a whole,
would have normally been competitively bid, in a series of component
purchases.
b. SEPARATE PURCHASES: defined as purchasing an item in a series of
separate purchases that normally would have been purchased in one.
c. SEQUENTIAL PURCHASES: defined as purchases made over a period of
time that in normal purchasing practices would be made as one purchase.
3. No District employee has the authority to request a purchase of supplies, materials,
equipment, or services for his/her own personal use.

B.

ADDITIONAL PURCHASING RESPONSIBILITIES
1. The Chief Executive Officer and/or his designee(s) should be cognizant of budget
balances and refrain approving expenditures in excess of those balances, except
in cases of public necessity and/or public calamity.
2. The Chief Executive Officer and/or his designee(s) shall plan purchases in order
to keep “rush” and “emergency” purchases to a minimum. The District rarely
enjoys any economic benefits from rush and emergency purchases. In most
cases, prices for commodities and services are at a premium when there is not
proper time allowed to explore sources, options, and alternatives.
3. The Chief Executive Officer and/or his designee(s) shall assure that all District
employees responsible for making requests for purchases have read and
understand the purchasing policies of Montgomery County Hospital District as
embodied in this policy.
4. The Chief Executive Officer and/or his designee(s) shall ensure that where
possible, purchase and procurement requests are descriptive and specific but do
not prevent competitive bidding of comparable items.
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5. The Chief Executive Officer and/or his designee(s) should understand and
appreciate the nature of public purchasing, and seek to put all interested vendors
on a level playing field with respect to awards of MCHD contracts.
C.

PURCHASES
1. The purchase process should include a system of authorizations and safeguards so
that improper or illegal purchasing is difficult both to initiate and to conceal.
2. Purchases for services will include information from the requisitioning employee
that will provide additional details regarding the required service if necessary, and
the budget account for which such item shall be charged.
3. The Chief Executive Officer may designate one or more persons authorized to
make purchasing decisions for MCHD based upon department needs, employment
seniority, employment responsibility, employment designation, amount of
purchase, or other criteria as chosen by the Chief Executive Officer. The Chief
Executive Officer at his discretion may set purchasing limits for his designees and
authorized employees. All such delegations shall be memorialized in writing in
one or more instruments.
4. In purchasing under this Policy any real property or personal property that is not
affixed to real property, if MCHD receives one or more bids from a responsible
bidder whose principal place of business is in Montgomery County and whose bid
is within three percent of the lowest bid price received by MCHD from a
responsible bidder who is not a resident of Montgomery County, MCHD, at its sole
option may enter into a contract with:
a. the lowest responsible bidder; or
b. the responsible bidder whose principal place of business is in
Montgomery County if MCHD determines, in writing, that the local
bidder offers MCHD the best combination of contract price and
additional economic development opportunities for MCHD created by
the contract award, including the employment of residents of
Montgomery County and increased tax revenues to MCHD.3
c. This section does not prohibit MCHD from rejecting all bids.
CHAPTER 5

3

Texas Local Government Code § 271.905.
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STANDARD PURCHASE ORDERS
A.

STANDARD PURCHASE ORDERS
1. Authorized purchases must be conducted through the District’s Requisition
Process. Whenever practical the Purchase Order must be completed and approved
prior to the time of purchase of the good or service. Point of sale purchases,
generally for smaller amounts and small items are not required to have a Purchase
Order completed prior to purchase; however, all District employees shall endeavor
to use the Purchase Order process as much as possible.
2. Whenever possible, a Purchase Order should be generated using the online
electronic Requisition System.
3. File copies of all Purchase Orders will be maintained in accordance with the
District’s records retention policy.

B.

CONTRACTS/BLANKET PURCHASE ORDERS
1. Contract/Blanket Purchase Orders are agreements with vendors which allow
frequent or small purchases by departments during the District’s fiscal year without
going through repetitive procurement procedures. Blanket Purchase Orders can
also control pricing.
2. Montgomery County Hospital District will have two classes of Contract/Blanket
Purchase Orders:
a. Purchase Orders of up to and including $25,000 in a fiscal year which will be
solicited unilaterally by the Chief Executive Officer and/or his designee(s);
b. Purchase Orders expected to exceed $25,000 in a fiscal year, and which require
the approval of the Board of Directors.
3. Annual Contracts for Maintenance and Service Agreements.
a. Where feasible, the District may enter into annual contracts with selected
vendors for various maintenance services. These contracts may include, but
not be limited to, office machine maintenance including computers and related
office equipment, software maintenance and upgrades, cleaning services, pest
control, and equipment rental agreements.
b. Negotiation of these contracts and agreements is the responsibility of the Chief
Executive Officer and/or his designee(s).
c. As contracts are initiated, appropriate staff will be notified as to the terms of
the agreements and how to obtain needed service through them.
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C.

PURCHASE ORDERS FOR TRAINING, SEMINARS, MEMBERSHIPS,
SUBSCRIPTIONS, TRAVEL, LODGING, FOOD, AND BOOKS.
Competitive quotes are not required for individual expenses incurred in connection
with training, seminars, memberships, subscriptions, travel, foods, or books which total
less than $2,000.00 per person unless the Chief Executive Officer and/or his
designee(s) deems it necessary; however, persons making such purchases are
encouraged to ensure the District is obtaining a reasonable governmental rate for all
expenditures in connection with District business. Persons making such expenses are
not required to select the lowest cost item under this section if legitimate reasons exist
for selection of an item of higher cost. Expenses incurred for travel, lodging, and meals
will be approved and paid in accordance with the Personnel Policies & Procedures –
Travel and Entertainment Policy4.

D.

DOLLAR THRESHOLDS FOR PURCHASE ORDERS
1. If a purchase requires an expenditure of funds in an amount up to and including
$25,000 the Chief Executive Officer and/or his designee(s) will make and approve
all purchases unilaterally. The purchasing procedure will be as follows:
a. $2,000.00 or LESS –
quotations may or may not be solicited, only if Chief Executive Officer and/or
his designee(s) deems necessary;
b. $2,000.01 to $ 10,000.00
telephone and/or electronic (internet, online, email) price quotations will be
sought. All telephone and/or electronic quotations will be documented and
recorded by the Chief Executive Officer and/or his designee(s). Alternatively,
informal written bids and/or proposals may be solicited. Whenever possible,
any quotes received shall be documented in the electronic Requisition system;
c. $10,000.01 to $50,000.00
written quotations will be requested and documented in connection with the
award decision;
d. Greater than $50,000.00
will be conducted by the formal, sealed, bid or request for proposal process.
2. The Chief Executive Officer and/or his designee(s) reserves the right to deviate
from these policies for any purchases under the $50,000 competitive bidding

4

These policies incorporate by reference the reimbursement rates approved by the federal government.
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threshold, if it is in the best interest of the District and if it will facilitate specific
District operations.
3. Sequential, Component, Separate, or Cumulative purchase orders for a single
particular product and which would amount to $50,000 or more within a fiscal year
shall be subject to the competitive bid procedures set out in this policy.

E.

EXCEPTIONS TO THE PURCHASE CYCLE FOR EXPENDITURES UNDER
$50,000
1. As with any set of guidelines or rules, there will be exceptions to the normal
purchasing cycle with the understanding that the exceptions will only apply when
there is a legitimate and obvious need.
2. EMERGENCY: An emergency situation is commonly described as an unforeseen
situation which adversely and unduly affects the life, health, or convenience of the
residents of Montgomery County, or circumstances that would cause a loss to the
District. If an emergency arises during normal working hours, the affected
employee(s) shall:
a. notify the Chief Executive Officer and/or his designee(s) of the situation and
possible cost, if known;
b. within the working day or not exceeding the next working day, the employee
will submit the Requisition to the Chief Executive Officer and/or his
designee(s) noting the reason for the emergency.

3. If an emergency should arise after regular hours, the employee may proceed with
the emergency acquisition and on the next regular day of business, a Requisition,
invoices and properly completed receiving report (including a brief explanation of
the purchase) will be sent to the Chief Executive Officer and/or his designee(s).
The Chief Executive Officer and/or his designee(s) will then assign a Purchase
Order number and forward that number to the appropriate vendor.

EMERGENCY PURCHASES EXCEEDING $50,000 CAN NOT BE MADE WITHOUT
PRIOR APPROVAL FROM THE BOARD OF DIRECTORS AND THE CHIEF
EXECUTIVE OFFICER OR HIS EXECUTIVE STAFF DESIGNEE.
F.

REIMBURSEMENTS TO AN INDIVIDUAL AND/OR STORE ACCOUNT
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1. Since reimbursements are different from purchases, only in that the vendor is a
specified employee or Store account, they must meet all purchasing procedures as
outlined in the Purchasing Policy.
2. When possible, reimbursements must have prior approval from the Chief Executive
Officer and/or his designee(s).
3. If prior approval was not obtained, written documentation explaining why it was
not possible to do so, must be submitted to the Chief Executive Officer and/or his
designee(s).
G.

CONTRACT WITH PERSON INDEBTED TO THE DISTRICT
1. The District may refuse to enter into a contract or other transaction with a person
and/or entity indebted to the District.

CHAPTER 6
PROCUREMENT OF PROFESSIONAL SERVICES
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1. The procurement of professional services will be governed by the “Professional
Services Procurement Act” (Tex. Gov’t. Code ch. 2254). Professional Services
includes:
a. accounting,
b. architecture,
c. landscape architecture,
d. land surveying,
e. medicine,
f. optometry,
g. professional engineering,
h. real estate appraising, or
i. professional nursing.

2. Though competitive bids/quotes may not be used, it will be the policy of the District
to procure, in most cases, professional services through a request for qualifications
(RFQ). There may be instances when it is not practical to pursue this method of
procurement for professional services. The procurement of services must be based
on qualifications and competence, and shall comply with the express statutory
requirements where such are applicable.
3. The Board of Directors is required to approve any contract for a professional
service which will exceed $25,000 during a fiscal year. The contract shall be in
writing and approved and signed before services are rendered.
4. The Chief Executive Officer will sign contracts up to and including $25,000 for
professional services; the contract shall be in writing and signed before services are
rendered.
5. For other professional type services not specifically defined above in paragraph 1
of this Chapter, the District shall review whether such services should be bid by
Request for Proposal (RFP), Request for Qualifications (RFQ), or direct hire. The
Chief Executive Officer or his designee shall have the discretion to decide the
manner and method of contracting for such services based upon his evaluation of
each circumstance.

CHAPTER 7
COMPETITIVE BIDS/PROPOSALS
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A.

COMPETITIVE BIDS
1. Competitive bidding means letting the available vendors compete with each other
to provide goods and/or services. In the case of local governmental entities, the
bidding process has two additional purposes.
a. The first purpose of competitive bidding is to ensure that public monies are
spent properly, legally, and for public projects or goods, and that the best
possible value is received for the money.
b. The second purpose is to give those qualified and responsible vendors who
desire to do business with the District a fair and equitable opportunity to
do so. The employment of a standard, and consistent bidding process
provides the public with an assurance that their tax dollars are being spent
properly.
2. With a few exceptions, competitive bidding of expenditures in excess of $50,000
will be accomplished by the following:
a.

After specifications are developed, notice of the proposed
purchase will be advertised in the manner required by law
or this policy.

b.

All purchases over $25,000 require Board approval and are
subject to the bidding criteria set forth in the bid
specifications.

3. Nothing in these policies shall be construed to prohibit or prevent the District from
using competitive bidding and/or competitive proposals for procurements of items
in which the anticipated expenditure by the District is less than $50,000, where it
is determined to be advantageous to the District to do so.
B.

REQUEST FOR PROPOSALS
If the Chief Executive Officer and/or his designee(s) determine that it is impractical
to prepare detailed specifications for an item to support the award of a purchase
contract, the person may use a competitive proposal procedure.

C.

BONDING
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Bid solicitations may include, as necessary, bonding requirements (e.g. bid bonds).
This is to ensure that if the bidder attempts to withdraw after his bid is accepted, the
District will not suffer financial loss.

D.

PRE-BID CONFERENCE
The Chief Executive Officer and/or his designee may require a principal, officer, or
employee of each prospective bidder/proposer to attend a mandatory pre-bid/preproposal conference for the purpose of discussing specifications, contract requirements
and answering questions of prospective bidders/proposers.

E.

AWARDING A CONTRACT
1. The Chief Executive Officer and/or his designee(s) will evaluate all bids and/or
proposals, and a recommendation will be made to the Board of Directors for those
purchases that require Board of Directors’ approval. Factors that shall be
considered in such evaluation shall include but not be limited to, the
bidder’s/proposer’s ability to perform and or supply the product or service in a
timely manner, the bidder’s/proposer’s history in supplying such goods and /or
services, the quality of the goods and/or services offered, and any other factors
identified by the Chief Executive Officer and/or his designee as being pertinent to
the determination of a bidder’s/proposer’s responsibility and ability to perform
under its bid and/or proposal. The District shall endeavor to determine and publish
its scoring criteria for evaluation of bids and/or proposals in the bid specifications
and/or request for proposals.
2. The Chief Executive Officer and/or his designee(s) or Board of Directors as
appropriate, will either approve the recommendation or reject all bids and authorize
the Chief Executive Officer to re-bid the item and/or service.
3. After an award is made, a purchase order will be issued and a contract signed as
may be appropriate under the circumstances.

F.

MODIFICATION AFTER AWARD
1. After award of a contract but before the contract is made, the Chief Executive
Officer and/or his designee(s) may negotiate a modification of the contract if the
modification is in the best interests of the District and does not substantially change
the scope of the contract or cause the contract amount to exceed the next lowest
bid.
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2. If it becomes necessary to make changes in plans, specifications, or proposals after
a contract is made or if it becomes necessary to increase or decrease the quantity
of items purchased, the Chief Executive Officer and/or his designee(s) may make
the changes. Generally such changes will be documented in a change order or a
contract amendment reflecting the reasons for the change and the amount the
contract is increased or decreased. However, the total contract price may not be
increased unless the cost of the change can be paid from budgeted and available
funds of the District.
3. No change order and/or attempted modification of a contract, in the aggregate,
which causes the contract price to increase by $25,000 or more shall be valid unless
approved by the District’s Board of Directors.

CHAPTER 8
EXEMPTIONS TO THE COMPETITIVE BIDDING PROCESS
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Some goods and services are exempt from the competitive bidding process. Section 262.024
of Texas Local Government Code lists several circumstances when purchases may be exempt
from the competitive bidding process. While the District is not bound to Section 262.024 of
the Texas Local Government Code, by way of example, the following is a list of items and
circumstances that may be exempt from competitive bidding. The Chief Executive Officer
may in his discretion exempt a purchase from competitive bidding for good cause. In such
instance the Chief Executive Officer must get Board approval for any exception over
$50,000.00.
A.

ITEMS AND SERVICES THAT ARE EXEMPT FROM COMPETITIVE
BIDDING INCLUDE:
1. An item that must be purchased in a case of public calamity, if it is necessary to
make the purchase promptly to relieve the necessity of the citizens, or to preserve
the property of the District,
2. Personal or professional services,
3. Real property purchases or right of way circumstance,
4. Personal property sold at auction or at a going out of business sale,
5. Property owned by a political subdivision of a local, state or federal governmental
entity,
6. Purchases made by and through the District’s participation in a local government
purchasing cooperative and/or through an interlocal agreement5 with another
governmental entity shall be deemed to have satisfied the requirements of this
policy.

(NOTE: EMERGENCY ORDERS WHICH EXCEED $50,000REQUIRE THE BOARD
OF DIRECTORS APPROVAL BEFORE A PURCHASE ORDER CAN BE ISSUED)

B.

GOODS AND SERVICES WHICH CAN ONLY BE OBTAINED FROM ONE
SOURCE, INCLUDING:
1. Goods and services for which competition is precluded because of the existence of
patents, copyrights, trade secrets, or monopolies,
2. Electric power, gas, water, other utility type services,
3. Captive replacement parts for equipment or parts made by a specific manufacturer
for equipment produced by same manufacturer,
4. Other goods or services which may be provided by only one vendor or
manufacturer.

SOLE SOURCE ITEMS require a memo or statement from the Chief Executive Officer
and/or his designee(s) supported by a statement from the vendor as to the existence of only one
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source, to be accepted by the Board of Directors and this must be reflected in the minutes of
the meeting of the Board of Directors.
C.

THE RENEWAL AND/OR EXTENSION OF A LEASE, MAINTENANCE
AGREEMENT, LICENSE AGREEMENT, OR SIMILAR CIRCUMSTANCE.
1. The renewal or extension of a lease, maintenance agreement, license, or similar
issue is exempt from competitive bidding, but remains subject to appropriations by
the Board when:
a. The lease, maintenance agreement, license, or similar issue has gone through
the competitive bidding procedure originally, or was exempt by Sole Source
exceptions and continues to be subject to Sole Source exceptions.
2. It is possible that a lease, maintenance agreement, license, or similar issue may be
subject to a Sole Source exception as well. In such cases, the Chief Executive
Officer may with good cause exempt the purchase from competitive bidding on
that basis. However, the Chief Executive Officer shall endeavor at all times to
secure the best price available for the District.
3. The Chief Executive Officer may in his discretion exempt EMS Station Leases
which are $25,000 or less per year per Station from competitive bidding
requirements.

CHAPTER 9
CONSTRUCTION
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A.

Chapter 2267 of the Texas Government Code shall govern all contracts for construction
by the Montgomery County Hospital District. In addition, the bonding requirements
set forth in Chapter 2253 of the Texas Government Code shall apply to all contracts
for construction.

B.

The District will consult legal counsel before entering into a construction contract to
ensure all legal requirements have been met.

C.

All the methods for construction set forth in Chapter 2267 of the Texas Government
Code shall be available to the District to choose from at the discretion of the Board of
Directors, which shall pick the method which provides the best value to the District.

CHAPTER 10
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STATE CONTRACT, CATALOGUE PURCHASES AND INTERLOCAL
AGREEMENTS

A.

INTRODUCTION
Several statutory provisions in Texas law provide authority to local governments to
purchase goods and services through the State General Services Commission’s vendors
and/or through agreements with other local governments and political subdivisions and
through local government purchasing cooperatives. One such provision allows
purchasing from vendors with which the State has entered into contracts as a result of
competitive bidding procedures. These are referred to as State Contract purchases.
Another provision allows purchasing automated information services from approved
vendors based on their catalogue prices and negotiations. These are referred to as State
Catalogue purchases. Other provisions allow for purchasing through interlocal
agreements, including through local government purchasing cooperatives.

B.

STATE CONTRACT PURCHASES
1. Sections 271.081 through 271.083 of the Texas Local Government Code requires
the State Purchasing and General Services Commission to establish a local
government purchasing program. The Montgomery County Hospital District may
participate in this program and may make purchases under such program and by
doing so is deemed to have satisfied the bidding requirements imposed by these
policies.
2. The Chief Executive Officer or his designee is designated to act for the District at
the direction of the Board of Directors in all matters relating to the program,
including the purchase of goods and services from the vendor under any contract.
The District is responsible for making payments directly to the vendor.
3. The Chief Executive Officer or his designee is responsible for submitting
requisitions to the commission under any contract or electronically sending
purchase orders directly to vendors and reports to the commission on actual
purchases in compliance with the commission’s regulations.
4. The Chief Executive Officer is responsible for vendor’s compliance with all the
conditions of delivery and quality of the purchased goods and services.
5. The Chief Executive Officer is authorized to sign and deliver all necessary
documents for purchases under this program on behalf of the District.
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6. The award of any contract from state contracts shall be in writing, approved and
signed by the Chief Executive Officer up to and including $25,000 or if more than
$25,000 such award approved by the Board of Directors prior to any services being
rendered.
C. STATE CATALOGUE PURCHASES
1. The District is authorized by the Texas Government Code Section 2157.067 and
the Texas Local Government Code Sections 271.082 and 271.083 to participate in
the State General Services Commission’s catalogue purchasing procedure for
automated information systems.
2. The District will follow procedures outlined the Texas Government Code Chapter
2157 for the purchase of automated information systems. The District will seek
the best value which is in the District’s best interest by following the Request for
Offer (RFO) procedure.
3. The award of any contract from the state catalogue shall be in writing, approved by
either the Chief Executive Officer if the contract amount is up to and including
$25,000 or approved by the Board of Directors if more than $25,000 prior to
services being rendered.
D.

INTERLOCAL AGREEMENTS
Purchases made by the District through interlocal agreements with other local
governmental entities and/or through local government purchasing cooperatives shall
be deemed to satisfy these purchasing policies with respect to the competitive bidding
and/or competitive procurement of items purchased through such agreements.

CHAPTER 11
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SPECIFICATIONS

A.

SPECIFICATIONS – GENERAL
A specification is a concise description of a good or service an entity seeks to buy, and
the requirements the vendor must meet in order to be considered for the award. A
specification may include requirements for testing, inspection, preparing, or
installation. The specification is the total description of the purchase. The specification
may also contain the evaluation criteria for the evaluation of the bid or proposal.
B. PURPOSE
The purpose of any specification is to provide clear guides of what is to be purchased
and to provide vendors with firm criteria of a minimum standard acceptable for goods
or services. A properly drafted specification has four characteristics:
1. It establishes the minimum acceptability of the goods or services;
2. It promotes competitive bidding;
3. It contains provisions for reasonable test and inspections for acceptability of the
goods or services; and
4. It provides for an equitable award to the lowest and best bid from a responsible
bidder.

C.

PREPARATION OF SPECIFICATIONS – District personnel shall use diligent
efforts to prepare procurement specifications meeting these policies and guidelines,
and such specifications shall provide sufficient detail to enable all bidders/proposers to
avoid speculation and/or conjecture in the preparation of their bids in identifying the
goods and/or services sought by the District.

CHAPTER 12
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PROPERTY SALVAGE AND DISPOSAL – DISPOSITON
1. Throughout the fiscal year, items may outlive their usefulness and become
unserviceable or obsolete. Prior to taking any item out of service, it should first be
determined that the item in question could not be transferred to another user department
for continued service. If it is found that the item is no longer serviceable to the District
it shall be reported to the Board of Directors for ultimate disposal.
2. Upon approval by the Board of Directors, surplus or salvage material, and equipment
may be disposed of in one the following methods:
a. public auction and or public sale;
b. trade-in on new equipment;
c. sealed bids;
d. distribution as unsalvageable and/or donation to local charity groups;
e. if salvage property cannot be donated, then disposed of in a commercially prudent
manner.
3. At times, the District may be asked to purchase an item for and on behalf of another
Government Entity wishing to rely on expertise of the District in a particular area. The
District may do so only when the purchase will not interfere financially or otherwise
with the mission of the District and when such purchase is outlined in a written
interlocal agreement. Such purchases may not result in a gift or grant to the other
Government Entity.

CHAPTER 13
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INVOICES
Invoicing is considered an important part of the procurement process.
As per this policy, the vendor’s invoice will be submitted directly to the Chief Executive
Officer and/or his designee(s) by the vendor. If the mail is used, the address to be used is:
MONTGOMERY COUNTY HOSPITAL DISTRICT
ACCOUNTS PAYABLE
P.O. BOX 478
CONROE, TX 77305
OR
accountspayable@mchd-tx.org

CHAPTER 14
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PURCHASING AUTHORIZATION
A. APPOINTMENT OF DESIGNEES
1. The Chief Executive Officer shall be authorized to appoint one or more designees
as purchasing officers to carry out the requirements of this policy and to act in the
place of the Chief Executive Officer in the making of purchases of goods and
services for the District.
B. PURCHASING AUTHORIZATION FORM
1. A written designation shall be signed by the Chief Executive Officer for each
person who has been delegated the authority to approve purchases on the Chief
Executive Officer’s behalf.
2. The purchasing authorization designation shall indicate that the person having the
authority to approve purchases has read and understood the Purchasing Policies
and Procedures and will abide by the guidelines, restrictions, and duties
enumerated therein.

CONCLUSION
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This Purchasing Policy may be amended and supplemented from time to time by resolution of
the Board of Directors. All existing purchasing policies of the District containing provisions
inconsistent with these policies and procedures are hereby repealed and replaced by these
policies and procedures. No violation of these policies and procedures alone shall constitute a
basis for a legal challenge, as it is intended by the District that these policies are intended to
provide a method of guidance for the District’s purchases, but shall not be construed as having
the force and effect of law. Any provisions of the District’s enabling status as well as other
state or federal laws, rules or regulations which are applicable to the District and which conflict
with these policies and procedures shall supersede these policies and procedures to the extent
of such conflict.
This policy has been approved by the Board of Directors of the Montgomery County Hospital
District, acting at a public meeting held in strict compliance with the Texas Open Meetings
Act, to take effect immediately.
THESE POLICIES AND PROCEDURES WERE PASSED AND APPROVED BY THE
BOARD OF DIRECTORS OF THE MONTGOMERY COUNTY HOSPITAL DISTRICT ON
THE 17TH DAY OF JUNE, 2008. AMENDMENTS TO THIS POLICY WERE ADOPTED
BY THE BOARD OF DIRECTORS ON THE 28th DAY OF MAY, 2012 AND ON THE 27th
DAY OF SEPTEMBER, 2016.
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Montgomery County Hospital District Compliance Plan

MONTGOMERY COUNTY HOSPITAL DISTRICT
Compliance Plan

I. COVERAGE
The Compliance Plan applies to all directors, officers, medical staff members, employees,
volunteers and contractors of Montgomery County Hospital District (MCHD).
II. INTRO DU CTIO N
1. Purpose of the Compliance Plan:
It is the philosophy and expectation that all directors, officers, medical staff members,
employees, volunteers and contractors of MCHD conduct business and operations in
accordance with the highest standards and ethics. MCHD complies with all federal, state and
local laws that govern the health care industry.
The Office of Inspector General (“OIG”) guidelines set forth seven elements required “at a
minimum” for an effective Compliance Plan. These elements, which MCHD has adopted, are
as follows:
a. Written standards of conduct;
b. Designation of a Compliance Officer and a Compliance Committee;
c. Regular training for all employees;
d. Reporting mechanisms, such as a Compliance Line, that protect the anonymity of
the caller and
e. the confidentiality of the complaint;
f. Prompt investigation of complaints and the imposition of appropriate disciplinary
action;
g. Scheduled audits to monitor compliance with the Compliance Plan and applicable
federal and state laws and regulations; and,
h. Investigation and remediation of identified systemic problems.
In addition, the Compliance Plan addresses other specifically identified duties such as general
standards of conduct, policies and procedures that promote compliance with applicable laws.
Some standards of conduct, policies and procedures are general and can be universally applied
to all aspects of MCHD’s operations. Other standards of conduct and procedures are specific
and based on the stated expectations of the governmental agencies that regulate the healthcare
industry.
Accordingly, the Compliance Plan cannot address in precise details all of the acts that need to
be undertaken to achieve regulatory compliance. It is anticipated, however, that the Plan will
articulate standards of conduct and procedures that are necessary to promote regulatory
compliance.

Page 1 of 21

Montgomery County Hospital District Compliance Plan

2. Adherence to the Plan
No directors, officers, employees, medical staff members, volunteers and contractors of MCHD is
authorized to act in disregard of any requirement of this Compliance Plan. Any individual wishing
to be excused from any Plan requirement must request and receive express written permission
from the Compliance Officer.
The Compliance Plan will be modified to accommodate changes in the law and when otherwise
necessary. MCHD encourages comments and suggestions from directors, officers, employees,
medical staff members, volunteers and contractors who believe that the Plan can be improved.
Individuals wishing to suggest a change in the Plan should contact their supervisor, the
Compliance Officer or the Compliance Committee.
Code of Business Conduct and Ethics
Operating with a strong sense of integrity is critical to maintaining trust and credibility. Our Code
embodies such rules regarding individual and peer responsibilities, as well as responsibilities to our
patients, employees, stakeholders and the community, and includes:
Prohibiting conflicts of interest (including protecting District
opportunities);
Protecting the District’s confidential and proprietary information and
that of our patients;
Treating the District’s patients, employees, stakeholders and competitors
fairly;
Protection and proper use of District assets;
Compliance with laws, rules and regulations; and
Encouraging the reporting of any unlawful or unethical behavior.
It is not possible to formulate in advance an all-inclusive set of guidelines regarding appropriate
business conduct. The examples shown below provide guidelines for certain types of situations.
Specific questions regarding situations which are not covered by this Code of Business Conduct and
Ethics ("Code") will be answered on a case-by-case basis with the Human Resources Manager,
Compliance officer and/or the CEO as they arise and may be addressed in other publications provided
by the District.
Note: Nothing in this section is intended to restrict and/or otherwise violate the rights of employees with
regard to Protected Concerted Activity under the NLRB Act and/or, but not limited to any other applicable
laws and regulations.

Overview of Business Ethics
This Code outlines the broad principles of legal and ethical business conduct embraced by the
District. It is not a complete list of legal or ethical questions an Employee might face in the course
of business and, therefore, this Code must be applied using common sense and good judgment.
Additionally, under certain circumstances, local country law may establish requirements that differ
from this Code. The District’s Employees are expected to comply with all laws AND District
policies.
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It is essential that we all be aware of possible violations of the District’s business ethics – whether
these violations occur in dealings with the government or the private sector, and whether they occur
because of oversight or intention. Employees should discuss any concerns about this Code with the
Human Resources Manager, Compliance Officer and/or CEO.
Conflicts of Interest
Employees are expected to make or participate in business decisions and to take action in the course
of their service to the District based on the best interests of the District as a whole, and not based on
personal relationships or benefits. If an Employee's personal affairs create a conflict of interest, a
potential conflict of interest, or the appearance of a conflict of interest, the District requires a full
and timely disclosure of the facts and circumstances.
Any Employee who has a question as to whether an existing or potential conflict of interest exists
should immediately contact the Human Resources Manager and/or the CEO to report all the pertinent
facts and to request an opinion with respect to the question.
Set forth below is specific guidance for some areas of potential conflict of interest that require special
attention.
Relationship with Competitors
An Employee should not have any significant financial interest in a competitor of the District.
Interest in Other Businesses
Employees must avoid any direct or indirect financial relationship with other entities that could cause
divided loyalty. While employed by the District, Employees must receive written permission from
the CEO before beginning (i) any employment, business or consulting relationship with another
entity; (ii) any business or consulting arrangement with a supplier to the District; or, (iii) any
investment in a supplier.
Activities that would be a conflict include as examples the following:
The Employee's participation in such business could interfere with the employee's ability to devote
proper time and attention to his or her employment by the District taking away from the District the
Employee's talents and creative energy.
Non-Business Activities
Participation in the activities of a trade association, professional society, charitable institution or
governmental institution on a non-compensated basis or holding a part-time public office (with or
without compensation) will not generally create a conflict. However, Employees should be sensitive
to possible conflicts with the District’s business interests if, for instance, the association takes a
position adverse to the District’s interests.
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Personal Relationships “Fraternization” Policy
MCHD reserves the right to take prompt and immediate action if an actual or potential
conflict of interest arises due to employees allowing personal relationships with each
other to progress beyond platonic friendships; i.e. Fraternization”. Fraternization is
strictly prohibited. In addition, the employment of members of the same immediate
family, of those who share a household may create conflicts of interest or the perception
of conflicts of interest.
Individuals in managerial positions or other influential roles are subject to more stringent
requirements under this policy due to their status as role models, their access to sensitive
information and their ability to influence others. If such a personal relationship occurs, it
is the responsibility and obligation of the Employees involved to disclose the existence of
the relationship to Human Resources. Managers, supervisors and others in positions of
authority are not permitted to directly supervise a spouse, child, or others as related
through a non-platonic relationship.
MCHD may take action, including but not limited to, changing one or both parties'
reporting structure or termination of employment of one or both parties involved.
Note: The provisions of this policy apply regardless of the sexual orientation of the parties
involved and/or the marital status of the parties involved.

Personal Use of District Property and District Information
An Employee shall not:
Use or divert any District property, including the services of other Employees, for his or
her own advantage or benefit or to compete with the District. All District assets should be
used for legitimate business purposes.
Use District letterhead paper when writing letters on personal or other matters not directly
related to the District’s business, except for use of District letter- head for civic and
charitable causes that enhance the District’s reputation in the community.
Laws, Regulations and Government Related Activities
Violation of governing laws and regulations is unethical and subjects MCHD to significant
risk in the form of fines, penalties and damaged reputation. It is expected that each
Employee will comply with applicable laws, regulations and District policies.
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Privacy Laws and Policies
Privacy of Patient Information and Data Protection
One of our most important assets is our patients' trust. Keeping patient information secure
and using it appropriately is therefore a top priority for all of us at the District. Employees
must safeguard any confidential information our patients strictly observing HIPAA
guidelines and regulations.
Privacy of Employee Information
MCHD recognizes and protects the privacy and confidentiality of employee medical and
personnel records. Such records must not be shared or discussed outside the District, except
as authorized by the employee or as required by law, rule, regulations or a subpoena or order
issued by a court of competent jurisdiction or requested by a judicial or administrative or
legislative body. Requests for such records from anyone outside the District under any other
circumstances must be approved by the Human Resources Manager and/or CEO.
Confidential Information
All information pertaining to the District's business is confidential, proprietary and a
protectable trade secret, except to the extent that the District has made such information
public, such as through advertising, a press release or a publicly-filed report.
Unauthorized disclosure of any confidential information is prohibited. Confidential
information is only provided to Employees for their confidential use in performing job
responsibilities. Sharing this information (including, but not limited to, reports, copies of
reports, any form of written summary of any kind, verbal disclosures or pictures) inside or
outside of the District in any unauthorized way is strictly prohibited. Confidential
information includes, but is not limited to, patient lists, employee lists, compensation
information, bonus plans, PHI and proprietary business programs, processes and software,
and other conversations of a sensitive manner unless otherwise guided by law.
Compliance with this policy requires that each Employee exercise care to reduce the
likelihood of unauthorized disclosures of confidential information.
Documents should be properly safeguarded at all times. No Employee should attempt to
obtain confidential information, which does not relate to his or her employment duties.
Employees should treat all nonpublic District information as confidential both during and
after their employment.
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Work Product Ownership
All MCHD employees must be aware that MCHD retains legal ownership of the product
of their work. No work product created while employed by MCHD can be claimed,
construed, or presented as property of the individual, even after employment by MCHD
has been terminated or the relevant project completed. This includes written and
electronic documents, audio and video recordings, system code, and also any concepts,
ideas, or other intellectual property developed for MCHD, regardless of whether the
intellectual property is actually used by MCHD. Although it is acceptable for an
employee to display and/or discuss a portion or the whole of certain work product as an
example in certain situations (e.g., on a resume, in a freelancer's meeting with a
prospective client), one must bear in mind that information classified as confidential must
remain so even after the end of employment, and that supplying certain other entities with
certain types of information may constitute a conflict of interest. In any event, it must
always be made clear that work product is the sole and exclusive property of MCHD.
Freelancers and temporary employees must be particularly careful in the course of any
work they discuss doing, or actually do, for a competitor of MCHD.
Reporting of Violations
Employees are encouraged to talk to the Human Resources Manager and/or CEO when in
doubt about the best course of action in a particular situation. The making of a report
does not mean a violation has occurred. The District will investigate gate each complaint,
and the subject person will be presumed not to have violated this Code unless the
investigation reveals that a violation has occurred.
Conclusion
Every employee is responsible for assisting the District in the implementation of these
policies and is expected to adhere to these policies, not only in practice but also in spirit.
Employees violating these policies or any other policies of the District are subject to
corrective action up to and including termination of employment. This section is not
intended to restrict and/or otherwise violate the rights of employees with regard to
Protected Concerted Activity under the National Labor Relations Board (NLRB) Act.
All directors, officers, medical staff members, employees, volunteers and contractors of
MCHD are expected to adhere to its terms.
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III. ROLES AND RESPONSIBILITIES
Roles and responsibilities have been established to assure that MCHD operates in an environment
of honesty and integrity and maintains appropriate moral, ethical and legal standards in
accordance with the Compliance Plan.
The Compliance Officer is responsible for overseeing the MCHD Compliance Plan.
The respective roles and responsibilities of the Board of Directors, Compliance Officer,
Compliance
Committee, managers and employees are outlined below:
1. Board of Directors
The Board will give its complete support and appropriate funding for the policies,
procedures and personnel described in this Compliance Plan.
2. Compliance Committee
a. Meet at least bi-annually to review the Standards of Conduct and monitoring
activity;
b. Receive and review reports of the Compliance Officer;
c. Investigate any reports of suspected violations of the Compliance Plan;
d. Provide guidance to employees on the Plan; and,
e. Enforce the Plan through disciplinary or other action, as necessary.
3. Compliance Officer
a. Know and understand all aspects of the Compliance Plan;
b. Consult with the Compliance Committee or legal counsel when any requirement
under the Plan is unclear, vague or outdated;
c. Bring to the attention of the Compliance Committee all changes in
circumstances, which could warrant modifying the Plan;
d. Promptly carry out all assigned duties;
e. Develop and implement compliance education and training for all employees;
f. Provide guidance to employees on the Plan;
g. Report to the Compliance Committee all material discoveries of noncompliance
and the actions taken to respond to and prevent further instances of
noncompliance; and,
h. Coordinate all compliance activities.
4. Managers
Each manager will be familiar with the Plan, will communicate the Plan to his/her
employees on a regular basis, and will provide guidance as circumstances require.
Further, each manager will be responsible for understanding and communicating any
changes to the Plan to his/her employees. All managers will be responsible for ensuring
that their direct reports comply with all aspects of the Compliance Plan relating to their
job functions. Managers who fail in this regard will be evaluated and disciplined
accordingly.
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5. Employees
All employees will be expected to adhere to the Compliance Plan as it relates to their job
duties. Failure to comply with the Plan will result in disciplinary action, up to and
including discharge.

IV. COMPLIANCE AND ENFORCEMENT PROCEDURES
The standards and procedures in this Plan provide a framework for defining appropriate standards
of conduct for all employees. It is not possible to describe all instances of proper or improper
conduct. If there is ever a question, employees should contact their supervisor, another member of
management, or the Compliance Officer for guidance.
1. Training, Policies and Procedures
a. The Compliance Officer will train employees within thirty (30) days of the date
of employment. All employees will be required to participate in annual training.
Compliance training is mandatory for all employees. The Compliance Officer
will maintain an attendance log of each training session and a copy of all training
materials. To verify participation in the training and understanding of the
Compliance Plan, each employee will complete a Certificate of Compliance in
initial and annual training.
b. In addition to initial and annual compliance training, billing and clinical staff will
receive specialized training on areas appropriate to their job duties, such as
billing, coding, confidentially and charting, to minimize the risk of fraud and
abuse.
c. The District will adopt policies and procedures which address areas that may pose
potential fraud and abuse. Billing and clinical staff will be trained on these
policies and procedures as they relate to the staff member’s job duties. These
policies and procedures will provide a means for the billing staff to communicate
effectively and accurately with the clinical staff.
2.

Monitoring, Reporting and Enforcement
a. An employee who believes a directors, officers, medical staff members,
employees, volunteers and contractors or business unit is violating any law,
regulation or the Compliance Plan, or is engaging in activities which otherwise
could damage MCHD’s reputation must bring the information to the attention of
his/her Supervisor, CEO/Administrator, Compliance Officer or the Compliance
Committee immediately.

Page 8 of 21

Montgomery County Hospital District Compliance Plan

b. An employee may report anonymously to any one or more of the following, as
appropriate:
Compliance Officer
The Compliance Committee
Human Resources Department
MYECCHO-Ethics Hotline 888-384-4262 an anonymous telephone
number which will be maintained on a 24-hour, 7-day basis
c. MCHD wishes to assist and encourage prompt and full reporting of suspected
violations without fear of retribution. Employees are encouraged to report all
concerns (even if only a suspicion of a problem). There will be no retaliation
against any employee for reporting a concern in good faith. The District’s HR 25403, Anti-Harassment policy will be enforced strictly. Upon conclusion of the
investigation, the Compliance Officer will report the findings to those callers
who are willing to provide their names.
d. All reports of suspected violations received in any manner set forth above will be
promptly reported to the Compliance Officer. The Compliance Officer will
forward matters to the CEO who may consult the Compliance Committee. A
designated member of the Compliance Committee will oversee the investigation
of those matters and recommend appropriate corrective action. It is the
responsibility of the Compliance Committee to ensure that the Plan is enforced in
a fair and consistent manner.
e. Because of the significant legal and ethical consequences of non-compliance with
the Plan, the Compliance Committee will take enforcement action not only with
respect to those who violate the Plan, but also with respect to those whose
responsibility is to detect violations and who fail to respond appropriately.

V. STANDARDS OF CONDUCT
For purposes of the Compliance Plan, MCHD has established Standards of Conduct that are
described below. These Standards of Conduct are supplemented by more detailed policies and
procedures in certain departments and should be consulted as appropriate. The Standards of
Conduct and the supplementary policies and procedures will be modified periodically to reflect
changes in the law and the District’s operations.
MCHD’s standards of conduct are established for the guidance of all employees. The following
represents only a partial list of unacceptable behaviors and conduct; a complete list of all possible
violations would be impossible to write. Infractions will lead to corrective action up to and
including discharge.
1. Falsifying any information on an employment application, time card, personnel, or other
MCHD documents or records.
2. Unauthorized possession of District or employee property, gambling, carrying weapons
or explosives, or violating criminal laws on MCHD owned or leased premises.
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3. Fighting, display of anger or aggression, horseplay, practical jokes or other disorderly
conduct which may endanger the well-being of any employee or MCHD operations.
4. Engaging in acts of dishonesty, fraud, theft or sabotage.
5. Intentionally threatening, intimidating, coercing, using abusive or vulgar language, or
interfering with the performance of other employees or towards a member of the public.
6. Insubordination or refusal to comply with instructions or failure to perform reasonable
duties which are assigned.
7. Unauthorized use of District material, time, equipment or property.
8. Damaging or destroying District property through careless or willful acts.
9. Conduct which the MCHD feels reflects adversely on the employee or MCHD.
10. Performance which, in the MCHD's opinion, does not meet the requirements of the
position.
11. Engaging in such other practices as MCHD determines may be inconsistent with the
ordinary and reasonable rules of conduct necessary to the welfare of MCHD, its
employees or clients.
12. Negligence in observing fire prevention and safety rules.
13. Other circumstances for which the District feels that corrective action is warranted.
14. Other circumstances for which a certified individual may be suspended or decertified.
15. Failure to protect any patient’s confidentiality as to the patient’s protected health
information.
16. Violation of Policy HR 25-403, Anti-Harassment policy.
This list is intended to be representative of the types of activities which may result in corrective
action. It is not intended to be comprehensive and does not alter the employment-at-will
relationship between employees and MCHD.

VI. FINANCIAL REPORTING AND OTHER BUSINESS RECORDS
1. MCHD has established and maintains a high standard of accuracy and completeness in its
financial records. These records serve as the basis for managing the District’s business,
for measuring and fulfilling the District’s obligations to patients, employees, suppliers
and others and for compliance with tax and financial reporting requirements.
2. MCHD complies with the recording requirements of all applicable federal, state and local
laws, established financial standards and generally accepted accounting principles.
3. Audits of Financial and Medical Records
a. MCHD will conduct internal and external audits, as appropriate, to verify
compliance with the Compliance Plan, applicable federal and state laws and
regulations and rules, as follows:
Administrative staff will conduct an internal audit of medical record
charts and billing charts periodically.
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Administration will engage an outside consultant(s) to audit financial
records and controls annually and whenever circumstances indicate the
possibility of systemic issues.
The Compliance Officer will engage an outside consultant to verify
annually whether the Compliance Plan is periodically updated and
distributed to employees and whether annual and specialized training for
financial and clinical staff is conducted.
b. The frequency and return of overpayments to Medicare will be reviewed in these
audits to determine any systemic problems. In addition, these audits will cover
areas that are targeted periodically by Medicare fiscal intermediaries or carriers
and the Office of Inspector General (OIG).
c. The results of any audit will be submitted to the Compliance Officer and
Compliance Committee. In the event that the audit discloses a violation of the
Compliance Plan or applicable federal and state laws and regulations, an
investigation will be conducted and the issue will be remedied. The Compliance
Officer will participate in the investigation and the determination of the
appropriate remedy.
4.

Improper Payments: Bribes and Kickbacks
a. Payments or other items of any value in the nature of “kickbacks” or “bribes”
intended to induce or reward favorable decisions or actions are not to be offered,
made, solicited, received, or tolerated in connection with any of the District’s
business.
b. No director, officer, medical staff member, employee, volunteer or contractor of
MCHD will offer or make, directly or indirectly through any other person or
firm, any payment of anything of value (in the form of compensation, gift,
contribution or otherwise) to:
Any person or firm employed by or acting for or on behalf of any
customer for the purpose of inducing or rewarding favorable action by
the customer in any commercial transaction; or
Any person or firm employed by or acting for or on behalf of any
governmental agency for the purpose of inducing or rewarding any
action or the withholding of any action by such agency in any
governmental matter.
Nominal gifts such as business luncheons, key chains and so forth are not
considered bribes or kickbacks.
c. All payments will be made by check or electronic funds transfer and will be
supported by written documentation in sufficient detail to identify the work or
services performed on behalf of MCHD. Each person receiving payment for
services rendered must agree to comply with all applicable laws in acting on
MCHD’s behalf.
d. The provisions of this Section do not apply to ordinary and reasonable business
entertainment or gifts not of substantial value (i.e., less than $25 in value, not to
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exceed $300 per year), customary in local business relationships and does not
violate law. Any business entertainment or gifts which exceed $25 in value must
be reviewed and, to the extent possible, approved in advance by the Compliance
Officer for appropriateness and reasonableness. If any gifts are received which
exceed $25 in value, the gifts will either be returned to the donor or reported to
the Compliance Officer for appropriate disposition.
5. Medicare / Medicaid Anti-Fraud and Abuse Provisions
a. Under federal law, it is unlawful for any person to solicit, offer, pay or receive
anything of value to or from any other person to induce or in return for:
The referral of any individual to a healthcare provider or any other
person for the furnishing of any item or service for which payment may
be made under any governmental program, or
Obtaining the service or item for which payment may be made under any
governmental program.
b. MCHD will accept patient via 911 calls or referrals based solely on the patient’s
clinical needs and our ability to render the needed services. We do not pay or
offer anything of value, directly or indirectly, to anyone—physicians, hospitals,
or any other person—for referral of patients or steerage of patients or business.
Violation of this policy may have grave consequences for the District and the
individuals involved. These consequences may include civil (money) and
criminal (fines, jail, debarment, loss of licensure or certification, etc.) penalties
and exclusion from providing services under governmental programs.
c. Every financial agreement between MCHD and a physician or other referral
source must be in writing and must be approved in accordance with the District’s
guidelines for such contracts. Under no circumstances will financial agreements
be tied expressly, by implication or by “private understanding”, to referrals of
business. As a general rule, all payments between physicians or other providers
who refer to MCHD should be consistent with fair market value for items or
services rendered by the referral source and by the District.
d. Other types of agreements with referral sources are subject to specific laws,
exceptions, or safe harbors. To promote compliance with these requirements, all
agreements with referral sources must be reduced to writing and approved as
required by District policies.
e. Federal and state fraud and abuse provisions also impact referrals from MCHD.
For this reason, no employee or any other person acting on behalf of the District
is permitted to solicit or receive anything of value, directly or indirectly, in
exchange for the referral of patients. Similarly, when making patient referrals to
another healthcare provider, we do not take into account the volume or value of
referrals that the provider has made (or may make) to us.
6.

Coding and Billing for Services
a. MCHD will put in place systems to submit billings to government and to private
insurance payors that are truthful and accurate and conform to the requirements
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of federal and state laws and regulations. Included among those laws are the
False Claims Act and laws prohibiting schemes to defraud a healthcare benefit
program. Under the False Claims Act, any individual or organization that
knowingly or recklessly submits a false claim for payment to a federal or state
healthcare program may be subject to substantial fines and imprisonment. Under
the Health Insurance Portability and Accountability Act of 1996 (HIPAA), a
person who knowingly and willfully executes a scheme to defraud a healthcare
benefit program, whether public or private, may be subject to substantial fines
and imprisonment. Employees, medical staff members, volunteers and
contractors are prohibited from knowingly presenting or causing to be presented
claims for payment or approval that are false, fictitious, intentionally misleading,
or fraudulent.
b. Claims will be submitted for all services which have been documented and which
were driven by a physician protocol or other appropriately licensed individual.
c. MCHD will use diligent efforts to maintain a system that results in fair,
reasonable and accurate claims submission, including the following specific
objectives:
Billing only for items or services that are actually rendered;
Prevention of upcoding (the practice of using a billing code that provides
a higher payment rate than a billing code that actually reflects the service
furnished to the patient);
The submission of accurate cost reports;
Appropriate bundling of services which should be billed together;
Billing the appropriate rate and payor for patient transfers; and,
The creation and maintenance of supporting medical record
documentation for services billed to patients or payors.
d. MCHD will operate oversight systems designed to verify that claims are
submitted only for services actually provided and that services are billed as
provided. These systems will emphasize the importance of complete and accurate
documentation. Even with the best of systems and well-trained personnel, billing
errors will occur. As such errors are identified, the Billing Office will work with
the Chief Financial Officer and the Compliance Officer to ensure that errors are
corrected, that any necessary refunds are made and that system improvements are
made, if appropriate.
e. Should MCHD engage subcontractors to perform billing or coding services, they
will be selected based on having the necessary skills, quality assurance processes,
systems and appropriate procedures to submit billings for government and
commercial insurance programs that are accurate and complete. MCHD prefers
to contract with such entities that have adopted their own ethics and compliance
programs that conform to government and payor standards. In the absence of an
approved plan, the District will require that the subcontractor agree to abide by
the Compliance Plan and the requirements of state and federal laws.
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7.

Cost Reports
MCHD will institute and abide by written policies and procedures which seek to ensure
full compliance with applicable cost reporting statutes, regulations and program
requirements and private payor plans requirements.

8.

Bad Debt
a. MCHD will have a mechanism to review, at least annually, reporting bad debts to
Medicare and all Medicare bad debt expenses claimed to ensure that the
District’s procedures are in accordance with applicable federal and state statutes,
regulations, guidelines and policies. In addition, the review will ensure that the
District has appropriate and reasonable mechanisms in place regarding
beneficiary deductible or co-payment collection efforts and has not claimed as
bad debts and routinely waived Medicare copayments and deductibles.
Furthermore, the District will consult with the appropriate fiscal intermediary as
to bad debt reporting requirements, if questions arise.
b. MCHD will have policies and procedures to provide for the timely and accurate
reporting of Medicare, other federal healthcare programs and third party payor
credit balances. The District will designate at least one person responsible for
tracking, recording and reporting credit balances.

9.

Conflicts of Interest
a. MCHD prohibits actions or activities of an individual on behalf of the District
that involve:
the obtaining of a personal gain or advantage by such individual
(personally or indirectly through an immediate family member),
an adverse effect upon the interests of the District, or
the obtaining by a competitor of any advantage to the detriment of
MCHD.
b. The following are examples of some potential conflict of interest situations
which may occur to an employee through an immediate family member:
Holding a financial interest in, being employed by, or engaging in
activities on a consulting basis, or otherwise, with a firm which provides
services, supplies or equipment to MCHD (except ownership of
securities listed on a recognized stock exchange);
Speculating or dealing in services, equipment or supplies which are
purchased by MCHD or if the individual stands to gain financially due to
his/her position with the District;
Participating in any outside activity (for example, as an officer, director,
consultant or employee) that could interfere with the performance of the
individual’s job duties and responsibilities, affect the individual’s
independent and objective judgement, or discredit MCHD; or
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Accepting favors, gifts, or entertainment, which others may perceive to
be substantial enough to influence such individual’s selection of goods or
services for MCHD, or to influence such individual’s judgment in
otherwise representing the District.
c. All conflict of interest questions should be disclosed to the appropriate manager
pursuant to the procedures outlined in this plan. Corrective action generally will
include focus on eliminating the conflict of interest between the individual and
the District. Appropriate disciplinary actions will also be taken, including the
termination of employment of the employee and/or contracts and relationships
with suppliers, contractors and other parties involved in such conflicts.
10. MCHD Assets
a. Employees are responsible for protecting District assets from loss, theft, or
misuse. Employees may use equipment, funds, supplies, facilities and other
assets only for legitimate reasons on behalf of MCHD. Assets are not to be used
for an employee’s personal benefit unless part of the CEO employment offer.
b. Employees are expected to comply with the specific security measures and
internal controls established for protecting the integrity and validity of computer
systems and data. All information stored on District computer systems or created
for the purpose of conducting District business is confidential. This material
includes, but is not limited to, business records, employee records, patient
records and information regarding District assets. Sharing of this or other
confidential information is prohibited. Inappropriate or offensive
communications and/or using the computer system to transmit or disseminate
information relating to sexual conduct, offensive language, racial slurs,
derogatory remarks, hate groups, or any material that reflects negatively on
MCHD, its employees, medical staff members, volunteers or contractors is
prohibited. The District monitors employees’ use of these systems. No employee
should have an expectation of privacy in the information contained in their
computers.
11. Political Activity
No payment, gift, or contribution may be made or authorized to be made with District
funds or resources (either directly or through employee expense reimbursement) to any
candidate for public office campaign, fund, public official, political party or organization,
unless such payment, gift or contribution is expressly permitted by state and federal law.
The board must approve any such actions in advance.
12. Antitrust
MCHD complies strictly with federal and state antitrust laws in order to promote free and
fair competition. Because it is not always clear whether a business practice may violate
antitrust laws, employees should consult their supervisor for advice whenever they face a
business issue raising possible antitrust concerns.
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a. MCHD strictly limits relationships with competitors. Any understanding or
agreement (including any agreement implied from a course of conduct) with any
competitor to fix prices, agree on labor costs, allocate markets or engage in group
boycotts is prohibited. Because the antitrust risk is so high, discussing or
exchanging the following information with a competitor is prohibited:
any aspect of pricing, including maximum or minimum prices, discounts,
or
credit or payment terms;
any other terms of sale;
services to be provided in the market;
any division of markets by geographic area or types of customers served
or services provided;
key costs, such as labor costs; and,
other non-price information, such as marketing and development plans.
13. Health, Safety and Environmental Requirements
a. MCHD complies with all applicable health, safety and environmental laws and
regulations. Managers and employees are expected to understand those
requirements that apply to their areas of responsibility and to seek advice from
their supervisor whenever they face an issue raising possible health, safety or
environmental concerns.
b. Employees should advise their supervisors of any workplace injury, the discharge
of any hazardous substances into the environment, or any situation presenting a
danger of injury or discharge. In many instances, the District must report such
events to governmental agencies quickly and accurately.
14. Excluded Parties
a. Healthcare providers and other entities may not employ or enter into contracts
with individuals or entities that are excluded from participation in federal or state
healthcare programs. Providers also should not employ individuals or entities
who may be subject to imminent mandatory or permissive exclusion.
b. MCHD will not knowingly employ or contract with such individuals or entities
that are excluded or who are subject to exclusion. The District will require
individuals applying for employment or medical staff membership or renewal of
membership to disclose in their application any criminal conviction related to the
above or exclusion action. The District will also screen the individual or entity
for exclusion before entering into an employment or contractual relationship or
granting or renewing medical staff membership and periodically thereafter. The
District will verify that no medical staff member is listed in the National
Practitioner Data Bank (“NPDB”).
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15. Equal Employment Opportunities
MCHD is an equal opportunity employer. In the administration of employment policies
and practices, the District will not discriminate against any employee or applicant for
employment because of race, color, national origin, sex, religion, age, veteran status, or
disability. We take steps to ensure that applicants are hired and employees are treated in
a nondiscriminatory manner. Our commitment to equal opportunity applies to all aspects
of employment including, but not limited to, recruitment, retention, promotion,
compensation, benefits and training.

16. Harassment in the Workplace
MCHD strictly prohibits harassment in any form. The District is committed to providing
a work environment that is free from inappropriate conduct of a sexual nature or
otherwise. Sexual misconduct and harassment are illegal and unprofessional. Individuals
who engage in such behavior will be subject to disciplinary action, including termination
of employment or medical staff privileges.

17. Workplace Violence
MCHD strives to provide employees, physicians and contractors with a safe work
environment. Violence and threatening behavior in the workplace are not tolerated.
Individuals who are involved in violent actions against other individuals or who direct
verbal or written threats at other individuals will be subject to disciplinary action,
including discharge.
18. License and Certification Renewals
Employees and independent contractors, such as physicians, paramedics and nurses who
are employed or engaged in positions which require professional licenses, certifications,
or other credentials, are responsible for maintaining the current status of their credentials.
Employees and independent contractors will comply at all times with federal and state
requirements applicable to their respective disciplines. To assure compliance, MCHD
may require evidence of the individual having a current license or other documentation of
credential status. MCHD does not hire or engage individuals who do not hold current
licenses or other credentials.

19. Volunteers
The use of volunteers is an exceptional way to involve the local community in our
services. Volunteers must be credentialed prior to providing services. Volunteers are
required to sign a statement acknowledging that they are volunteers and not employees of
MCHD and acknowledging that they will receive no compensation for their services as a
volunteer.
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20. Proprietary and Confidential Information
a. Employees are responsible for safeguarding proprietary and confidential
information. As a general rule, any information or matters not publicized by
MCHD will be viewed as confidential. Employees should never give confidential
patient, business, customer or employee information to people outside the
District, or even to employees who have no need to know. Former employees
have a continuing obligation to safeguard such information.
b. Employees should not use confidential, non-public District information for
personal gain or disclose the information to any unauthorized person. In addition,
employees should not speak with journalists, financial analysts, or shareholders
on behalf of MCHD unless authorized to do so.

21. Intoxicants, Drugs and Narcotics
MCHD is committed to a drug and alcohol-free workplace. A comprehensive policy
prohibiting the use and/or possession of intoxicants, drugs and narcotics has been
adopted and must be complied with. It is each employee’s responsibility to report unsafe
or hazardous conditions that are caused by the use or possession of intoxicants, drugs, or
narcotics.

22. Accrediting, Surveys and Government Investigations
a. MCHD will deal with government licensing agencies and private accrediting
entities in a direct, open and honest manner. We support continuous compliance
with accrediting and licensing standards and will monitor compliance with those
standards in accordance with established policies and procedures. No action will
be taken and no statements made which could mislead accreditors or surveyors
either directly or indirectly.
b. MCHD expects all medical staff and employees to cooperate in government
investigations. It is essential, however, that the legal rights of MCHD, its
employees and medical staff be protected. An individual who receives a
subpoena, inquiry, or other legal document from any government agency
regarding MCHD’s business or patients must immediately notify his/her
supervisor, department head, CEO/Administrator or Compliance Officer. An
individual who is contacted by a government agency or attorney concerning
MCHD has the legal right to decline to be interviewed until he/she is able to
speak with legal counsel. MCHD will arrange for legal counsel to advise the
individual and District, accompany him/her to any interview with a government
agent if the individual so wishes. An employee or medical staff member should
inform his/her supervisor, department head, CEO/Administrator or Compliance
Officer immediately if contacted by a government official regarding Districtrelated business.
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c. A medical staff member or employee who is aware of an imminent or ongoing
investigation, audit or examination initiated by MCHD or any government
agency should retain all documents (including computer records) in his/her
custody or control relating to the matter under review. The destruction or
falsification of a document in order to impede a government investigation, audit
or examination may lead to prosecution for obstruction of justice. Any questions
regarding whether a document can be destroyed should be addressed to a
supervisor, department head, CEO/Administrator or Compliance Officer.
d. Sometimes the government has a concern, which it believes requires the
immediate onsite review or removal of certain organization documents or other
information. When that occurs, the government may send agents to collect that
information. In this event, employees or medical staff should immediately call
the most senior manager available, the CEO/Administrator, Compliance Officer
or any member of the Compliance Committee for direction.
23. Compliance with Other Legal and Regulatory Requirements
a. MCHD is in the business of providing emergency medical services. These
services generally may be provided only pursuant to appropriate federal, state,
licenses, permits and accreditation. These services are subject to numerous laws,
rules and regulations, consent to treatment, medical recordkeeping, access and
confidentiality, patients’ rights, medical staff membership and clinical privileges,
and Medicare or Medicaid regulations. Like other businesses, MCHD is subject
to federal and state labor statutes and discrimination laws, securities laws and
regulations, consumer protection laws, tax laws and general and professional
liability laws. The District will comply with these regulatory, local, state and
federal requirements, as applicable.
b. Every employee will be familiar with the legal and regulatory requirements
applicable to his/her area of responsibility. Employees should consult with their
supervisor, the Compliance Officer, CEO/Administrator or any member of the
Compliance Committee for assistance in interpretation whenever they face an
issue raising possible legal or regulatory concerns.

VII. C L I N I C A L GUIDELINES
MCHD will insure that clinical services are delivered in compliance with federal and state
statutes and regulations that govern the healthcare industry. To that end, MCHD has developed
Clinical Services Standards of Conduct to ensure compliance in the delivery of clinical
services.
1. Medical Necessity
The District, along with medical staff, will assure that only those services that are
medically necessary are provided to patients.
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2. Clinical Documentation
All clinical employees will be trained in and will prepare the appropriate documentation
that accurately and fully charts the status, treatment and disposition of each patient. The
District prohibits inaccurate charting techniques.
3.

4.

Patient Care and Rights
a. MCHD’s mission is to care for the indigent and provide EMS services while
protecting the interest of the taxpayers and insuring long-term stability through
fund development. Our vision is cost effective indigent care and taxpayer
supplemented EMS with total professionalism administered through an elected
Board of Directors. We will work hard to treat all patients with respect and
dignity and provide care that is both necessary and appropriate. We will make no
distinction in the care we provide based on race, color, sex, sexual orientation,
gender identity, age, veteran status, disability, religion, or national origin.
Clinical care will be based on identified patient healthcare needs, not on patient
or organization economics.
b. As applicable and appropriate, each patient or patient representative will be
provided with a clear explanation of care including, but not limited to, the right to
refuse or accept care or transport, available destinations for different types of
care, and an explanation of the risks and benefits associated with available
treatment options. Patients have the right to request a transfer to the facility of
choice. If a patient requests a transfer to a hospital other than the closest facility,
the patient or family, as appropriate, will be given an explanation of the benefits,
risks and alternatives to transfer prior to making their final decision.
c. To the extent of the MCHD’s capabilities, patients will be accorded appropriate
privacy, security and protective services, and opportunity for resolution of
complaints.

Patient Information
MCHD complies with the Health Information Portability and Accountability Act of 1996
(HIPAA) in all respects. The District has detailed policies and procedures on issues such as
patient privacy, consent, disclosure, reporting and related matters. All employees are
expected to comply with the District’s procedures on these important matters. In addition to
and incorporated as a part of the District’s policies and procedures, employees and medical
staff members are bound by professional ethical standards and state and federal legal
requirements regarding the confidentiality of patient information. MCHD is committed to
maintaining the confidentiality of patient information and will not release such information
without patient consent, unless specifically authorized or required to do so under state or
federal law. The District will maintain necessary electronic security to safeguard the
confidentiality and integrity of patient information.
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CERTIFICATE OF COMPLIANCE
I hereby affirm that I have read the Montgomery County Hospital District Compliance Plan (the
“Compliance Plan”), and attended training regarding the Compliance Plan. By executing this
Certificate, I hereby acknowledge my obligation and agreement to fulfill those duties and
responsibilities as set forth in the Compliance Plan and to be bound by its standards and
procedures. I further certify that to the best of my knowledge and belief, I have complied and
agree to continue to comply with the standards and procedures of the Compliance Plan, am not
aware of any violations of the Compliance Plan, and agree to promptly notify the Compliance
Officer, the Compliance Committee if I become aware of any real or suspected violations of the
Compliance Plan. I further certify that throughout the remainder of my association with the
District, I will continue to comply with the terms of the Compliance Plan. I understand that
violations of the Compliance Plan may lead to disciplinary action, up to and including
termination.

Print name clearly

Employee ID

Signature

Date

Original Date
9/13/2013
Review/Revision Date
5/12/2021
X Supersedes all Previous
Approved by Compliance Committee: 5/12/2021
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Board Resolutions
Resolution No.
ADM
008-ADM-12/15/2015
007-ADM-06/24/2014

Resolution(s)
Administration
By-Laws Amendment - regarding Authority of Board Members
Ethics Policy & Resolution

006-ADM-09/10/2013
004-ADM-01/23/2007
003-ADM-01/20/2004

005-ADM-05/28/2013
001-ADM-07/15/2003
002-ADM-09/16/2003
ELE
001-ELE-07/26/2011
EMS
001-EMS-12/10/2019
FIN
008-FIN-09/10/2013
005-FIN-09/27/2011
006-FIN-12/20/2011
002-FIN-09/16/2003
003-FIN-11/23/2004
007-FIN-05/22/2012
004-FIN-06/17/2008
001-FIN-05/12/2003
009-FIN-02/25/2020
FIN
001-FIN-NonMCHD05/17/2001
002-FIN-NonMCHD08/21/2007
IND
001-IND-08/17/2004
003-IND-01/27/2014
002-IND-04/07/2007
004-IND-12/10/2019
LEG
005-LEG-03/21/2021
006-LEG-03/23/2021

Date Approved

Category

12/15/15
06/24/14

Administration
Administration

Montgomery County Health Facilities Development Corporation - New Directors
National Incident Management (NIMS)
Proper Spokesman Resolution
Public Information Request Pursuant to the Texas Government Code Section 552.275 Limit the expenditure of time and uncompensated resources when responding to Public
Information Request
Public Participation at Board Meetings
Records Retention Policy Resolution
Election
Election of Directors - Change in Election Date
EMS
Performance Improvement Committee for EMS
Finance
Financing by The Woodloch Health Facilities Development Corporation
GASB 54 Governmental Account Stanadrd Board Policy
Goods In Transit
Openness in Government Resolution #5: Money in the Minutes
Operating Fund Surplus
Purchasing Policy (Including revisions made thereto as a result of acts of the 82nd Texas
Legislature
Purchasing Policy to Provide for Updated Charge Card Procurement Alternatives
Remove MCHD from Tax Rolls
Roman Forest Untility District
Finance - Non MCHD

09/10/13
01/23/07
01/20/04

Administration
Administration
Administration

05/28/13
07/15/03
09/16/03

Administration
Administration
Administration

07/26/11

Election

12/10/19

EMS

09/10/13
09/27/11
12/20/11
09/16/03
11/23/04

Finance
Finance
Finance
Finance
Finance

05/22/12
06/17/08
05/12/03
02/25/20

Finance
Finance
Finance
Finance

Memorial Herman The Woodlands Hospital
St. Luke's Community Medical Center/The Woodlands - Consenting to Action by Harris
County Health Facilities Development Corporation to Cause Renovations of
Improvements to and Acquisition of Additional Equipment
Indigent Care
Establishing rules and policies regarding reimbursement to Non-Mandated Health Care
Providers for treatment of HCAP patients
Health Care Insurance Gap and FQHC Funding
Health Care Programs offered by the District, including the Health Care program
promulgated under Chapter 61 of the Texas Health & Safety Code
Performance Improvement Committee for Indigent Care
Legislative
Support of H.B. 582 Pending
Support of H.B. 3644 pending

04/17/01

Finance - Non MCHD

08/21/07

Finance - Non MCHD

08/17/04
01/27/14

Indigent Care
Indigent Care

04/17/07
12/0/2019

Indigent Care
Indigent Care

03/23/21
03/23/21

Legislative
Legislative
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Pursuant to chapter 258 of the Election Code, every candidate and
political committee is encouraged to subscribe to the Code of Fair
Campaign Practices. The Code may be filed with the proper filing
authority upon submission of a campaign treasurer appointment
form. Candidates or political committees that already have a
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CODE OF FAIR CAMPAIGN PRACTICES
There are basic principles of decency, honesty, and fair play that every candidate and political committee in this state
has a moral obligation to observe and uphold, in order that, after vigorously contested but fairly conducted campaigns,
our citizens may exercise their constitutional rights to a free and untrammeled choice and the will of the people may be
fully and clearly expressed on the issues.
THEREFORE:
(1) I will conduct the campaign openly and publicly and limit attacks on my opponent to legitimate challenges to my
opponent’s record and stated positions on issues.
(2)

I will not use or permit the use of character defamation, whispering campaigns, libel, slander, or scurrilous attacks
on any candidate or the candidate’s personal or family life.

(3)

I will not use or permit any appeal to negative prejudice based on race, sex, religion, or national origin.

(4)

I will not use campaign material of any sort that misrepresents, distorts, or otherwise falsifies the facts, nor will I
use malicious or unfounded accusations that aim at creating or exploiting doubts, without justification, as to the
personal integrity or patriotism of my opponent.

(5)

I will not undertake or condone any dishonest or unethical practice that tends to corrupt or undermine our system
of free elections or that hampers or prevents the full and free expression of the will of the voters, including any
activity aimed at intimidating voters or discouraging them from voting.

(6)

I will defend and uphold the right of every qualified voter to full and equal participation in the electoral process,
and will not engage in any activity aimed at intimidating voters or discouraging them from voting.

(7)

I will immediately and publicly repudiate methods and tactics that may come from others that I have pledged not
to use or condone. I shall take firm action against any subordinate who violates any provision of this code or the
laws governing elections.

I, the undersigned, candidate for election to public office in the State of Texas or campaign treasurer of a political
committee, hereby voluntarily endorse, subscribe to, and solemnly pledge myself to conduct the campaign in accordance
with the above principles and practices.

Signature
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Date
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