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I. Introduction 

 
Background 
During the fall of 2004, Juneau Youth Services (JYS) and the Southeast Alaska Regional Health 
Consortium (SEARHC) began preliminary discussions regarding a possible collaborative effort 
to build and operate a residential treatment facility as part of the state’s "Bring the Kids Home" 
Initiative. It was immediately apparent that this would be a highly complex endeavor and would 
take considerable effort on the part of both agencies. As a result, the agencies sought funds to 
assist in the planning, program development, and legal aspects of this effort. Funds were 
received from the State of Alaska, Department of Health and Social Services and the Denali 
Commission to support these activities. This is the final report on the legal issues involved in 
developing a business framework between JYS and SEARHC for the Montana Creek 
facility/program. 
 
Purpose 
While both agencies agreed that we would provide the Denali Commission and the State of 
Alaska with documents and interim reports of our activities, we also agreed that our final report 
would include information that other agencies might find useful if they were considering 
collaboration on a similar project. This report focuses specifically on the development of a “joint 
venture” agreement between a Native health corporation and a non-Native provider in the area of 
children’s behavioral health.  
 
Please note that these documents reflect the unique legal and business relationship between 
Juneau Youth Services and SEARHC. While the documents and corresponding narrative can 
provide guidance to others who are considering similar activities, they are in no way intended to 
substitute for an independent legal review to be conducted by any parties considering a joint 
venture of this nature. The information contained herein should therefore be considered 
educational in nature and must be supplemented with a legal review and analysis that is specific 
to the unique features of any new joint venture relationship.  
 
Format 
This report will highlight critical information about the documents we developed, as well as 
provide observations which may be useful to other organizations considering jointly developing 
and operating a children’s residential facility/program. The report is divided into chapters that 
correspond to the various legal documents that were developed as part of the collaborative 
project. Each chapter begins with a narrative description of the document, followed by the 
document itself. The “observation” sections of this report are specifically designed to provide 
information that may be of special interest to those who are considering a similar collaborative 
project.  
 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 4 

 
II. Memorandum of Agreement (November 24, 2004) 

 
During the initial phase of exploring this joint venture we became aware that we needed to 
formalize and establish a framework to explore our collaborative options. We therefore decided 
to sign an initial Memorandum of Agreement (MOA) to establish workgroups with staff from 
both agencies who would explore and make recommendations on 1) facility issues, 2) program 
development, 3) program operations and 4) legal/structural issues. The signing of the MOA 
formalized our intent and provided clear directions to staff from both agencies to move from a 
“discussion” phase to a “workgroup” phase of developing this project.   
 
Observations 
1. The MOA provided structure to the workgroups and for the first time signaled to program 

staff in both agencies that we were moving forward with this project and that they would now 
be involved in activities outside of their more normal duties. 

 
2. Because the workgroups now had the responsibility to report back to the top administration 

of both agencies, they developed detailed work plans with scheduled deadlines. The MOA 
thus served as an institutional tool to lend credibility to activities which now were required of 
staff to move the project forward. 

 
3. The MOA was also useful as a mechanism to inform and involve the governing bodies for 

the two organizations. The MOA was shared with the governing bodies and updates were 
provided on an ongoing basis. We were also able to solicit input from our governing bodies 
regarding the project. 

 
4. Because the MOA included the formation of workgroups with staff from both agencies it was 

during this phase of the project that we were able to make some determinations about the 
differing “cultures” of both agencies and we were able to make some key determinations 
about the relative “strengths and weaknesses” within the two agencies. This information 
served us well later as we laid out specific tasks that needed to be accomplished as we tended 
to assign some specific tasks to the agency which had more experience or more strength in 
certain areas. It was also during this phase that we gained trust and understanding which was 
critical to the success of the project. 

 
5. The MOA also served as a formal document to demonstrate to the State of Alaska that we 

were serious in our intent to move the project forward, and it opened doors to us to discuss 
the project with state officials. 
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III. Structural Options for the Facility (April 25, 2005) 

 
The legal issues surrounding this collaborative effort were substantial. We were essentially 
starting with a "blank sheet of paper", and there were multiple questions that needed to be 
addressed, including the following: What would the structure look like for this business?  Would 
it be a separate non-profit or somehow be integrated structurally within the two separate 
organizations? What factors needed to be considered to comply with federal law and to 
maximize federal Medicaid reimbursement?  How would we address liability and risk issues?  
What would the payment and business practices look like? Who would own the building?   
 
A legal analysis was conducted by Sonosky, Chambers, Sachse, Miller and Munson to address 
several of the above-noted issues. The analysis reviewed the federal Anti-kickback Statute and 
its repercussions on the collaborative project. The analysis also reviewed “safe harbor” criteria 
that provide protections within contractual agreements that are impacted by the Anti-kickback 
Law. The analysis also reviewed the conditions under which 100% federal Medicaid 
reimbursement would be possible under a collaborative agreement. The analysis also identified 
the structural options available to JYS and SEARHC for the proposed project.  
 
Observations 
1. Due to the complexity of the legal issues, any organization considering a collaborative 

business model to provide children’s residential services should plan on spending substantial 
time and resources to thoroughly review business and service model options. Both JYS and 
SEARHC spent far more time addressing legal issues than was originally envisioned. 

 
2. The legal review provided both agencies with significant direction and clarity.  The review 

clarified the legal framework surrounding joint ventures of this nature and identified key 
decision points that would meet our business objectives and comply with pertinent federal 
law.  

 
3. Other agencies considering a collaborative effort of this nature may find other business 

models and structural arrangements which may suit their unique needs and circumstances. 
An independent legal analysis is strongly urged before any final business agreements are 
developed.  
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IV. Memorandum of Agreement between SEARHC and JYS 

(July 18, 2005) 
 
The primary purpose of the July 18, 2005 MOA was to document the decision points for the joint 
venture that would subsequently be imbedded within the actual business agreements. These 
decisions were made within the context of the April 25, 2005 legal analysis. These decision 
points included the following: 

• We would not create a new business entity but would develop contractual agreements 
between our agencies that would emphasize our respective strengths. 

• JYS would be the owner of the Montana Creek facility and the applicant for all capital 
grants and loans to build the facility. 

• JYS would lease the facility to SEARHC at no or nominal cost. 
• SEARHC would be the enrolled Medicaid provider for all behavioral health services 

provided in the facility. 
• SEARHC would contract with JYS to be the operator of the facility.  
• SEARHC would be responsible for Medicaid billing and quality assurance. 
• SEARHC would reimburse JYS at the same rate that JYS receives for Medicaid-funded 

behavioral health services in comparable JYS residential facilities.  
 
Observations 
1. The development of a second MOA was essential to identify the central points of agreement 

prior to writing the actual business agreements. This allowed us to focus on core issues on 
the front end of the business agreement process and to resolve them prior to considering 
more detailed and subsidiary issues.  

 
2. The second MOA allowed us to demonstrate incremental progress on the joint venture to 

both of our organizations and to the state.   
 
3. The second MOA ensured continued “buy-in” and a common understanding among all 

parties about the core elements of the collaborative project.  
 
4. Perhaps most importantly, the second MOA allowed the business agreement process to 

proceed on a collaborative rather than an adversarial basis. With the major issues resolved 
early on, this set the stage for consensus building in crafting the actual business agreement 
documents.  
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Memorandum of Agreement  

between 
SEARHC and Juneau Youth Services  

regarding  
The Montana Creek Residential Treatment Facility 

July 18, 2005  
 

The purpose of this agreement is to set forth the collaborative framework between SEARHC and 
Juneau Youth Services (JYS) regarding the development and operation of the Montana Creek 
Residential Treatment Facility.  

 
Points of Contact 
1. The main point of contact for JYS for this agreement will be Walter Majoros, Executive 

Director. 
2. The main point of contact for SEARHC for this agreement will be Pat Hefley, Behavioral 

Health Director. 
 
Facility Development and Ownership Issues 
1. JYS will be owner of the facility and the applicant for all capital grants and loans to build the 

facility. 
2. JYS will be responsible for all project management functions associated with the building of 

the facility. 
3. JYS and SEARHC will collaboratively address all design and space utilization issues 

regarding the facility.  
4. JYS will lease the facility to SEARHC upon completion at no cost.  
5. JYS will be responsible for all facility maintenance, repairs and renovations. 
 
Program Development 
1. JYS and SEARHC will collaboratively address program development issues including: 

program philosophy; treatment models and approaches; program standards; and policies and 
procedures. 

2. JYS will be responsible for developing the written documentation for all elements of 
program development. 

 
Program Operations 
1. SEARHC will be the enrolled Medicaid provider for all behavioral health services provided 

within the facility. 
2. JYS will be the operator of the facility and will be responsible for all aspects of program 

operations. 
3. SEARHC will reimburse JYS for services at the same rates that JYS receives for Medicaid-

funded behavioral health services in comparable JYS residential facilities.  
4. SEARHC will be responsible for Medicaid billing and quality assurance. These functions 

will be reimbursed through a continuing care agreement between SEARHC and the state 
Department of Health and Social Services.  

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 19 

 

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 20 

 
V. Business Documents 

 
A decision was made to develop several business framework documents for the collaboration 
project, instead of a single document. A team consisting of senior staff and legal representative 
for both organizations developed the business documents. These documents are included in this 
chapter are briefly described below, along with observations regarding each document. 
 
Business Agreement (October 4, 2006) 
This agreement sets forth the key points in the collaborative framework between JYS and 
SEARHC for the Montana Creek Residential Facility/Program. It addresses the following areas: 
points of contact; general information regarding the facility and program; facility development, 
ownership and liability issues; program development; program operations; and business 
agreement duration and effective date. 
 
Observations 
1. The business agreement is an umbrella document for the remaining business documents in 

this section. It provides background information on the collaborative effort and summarizes 
key points that are addressed in more detail in the remaining documents. This document 
acted as a guide or “checklist” in developing the other business documents.  

 
2. The business agreement document was useful to present to senior management and the 

governing bodies of both organizations. These groups could find in a single document all the 
salient aspects of the business relationship.  
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Lease Agreement (October 4, 2006) 
The lease agreement addresses standard facility lease issues including term, rent, utilities, lawful 
and unlawful uses, maintenance and repairs, indemnification, insurance, and compliance with 
applicable laws. JYS is the lessor and SEARHC is the lessee under the lease agreement and the 
term of the lease is five years.  
 
Observations 
1. The lease contains information regarding insurance coverage and indemnification in relation 

to the Federal Tort Claims Act. This is an issue that should be considered carefully when one 
of the collaborating agencies is a tribal health entity.  

 
2. The agreement also states in Section 26 the intent for the lease to be fully compliant with the 

federal Anti-kickback Law. The agreement was crafted to meet the requirements of this 
federal law, including its safe harbor regulatory provisions. Once again, an individualized 
legal review of all business documents in the context of Anti-kickback Law is strongly urged 
for any collaborative venture of this nature.  
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Lease Agreement (October 4, 2006) 
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Professional Services Agreement 
The professional services agreement specifics the specific conditions and terms under which 
SEARHC contracts with JYS to provide behavioral health services at the Montana Creek 
Residential Facility/Program. The agreement covers such issues as compensation, billing, quality 
assurance, liability insurance coverage, personnel, supplies and records/reports.  
 
Observations 
1. One area that needs to be carefully considered and set forth is how the collaborating entities 

will address financial risk. This can have an important impact on the financial viability of the 
joint venture agreement. This issue is discussed in more detail in Chapter VI., Continuing 
Care Agreement. 

 
2. Like the lease, the professional services agreement addresses issues relevant to the Federal 

Tort Claims Act and Anti-Kickback Law, and seeks to be fully compliant with these federal 
laws.  

 
3. One unique feature of the SEARHC/JYS agreement is that JYS acts as the billing agent for 

SEARHC for the behavioral health services provided in the Montana Creek facility. This 
arrangement applies to Medicaid and other third party payers. This type of arrangement may 
or may not be appropriate for other collaborating entities.  

 
4. The professional services agreement was developed with program input from legal, 

administrative and program representatives from both agencies. We believe that this input 
resulted in greater clarity of function and purpose for all parties. 

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 41 

 
Professional Services Agreement between SEARHC and JYS 
(October 4, 2006) 
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Business Associate Agreements (January 12, 2007) 
The business associate agreements set forth the framework that the organizations will use to 
address protected health information. The agreements contain provisions concerning duties and 
responsibilities for each party, and the use and disclosure of protected health information. 
 
Observations 
1. We decided to have two separate business associate agreements. In one agreement, SEARHC 

is the covered entity and JYS is the business associate. In the second agreement the roles are 
reversed with JYS being the covered entity and SEARHC being the business associate. We 
chose this course to provide for the maximum protection of health care records.  

 
2. Collaborating entities are encouraged to think carefully about how confidential client 

information will be shared between the entities, and to ensure that all information exchanges 
comply with pertinent confidentiality laws.  
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Business Associate Agreement 2 (January 12, 2007) 

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 59 

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 60 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 61 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 62 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 63 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 64 

 



Juneau Youth Services/Southeast Alaska Regional Health Consortium Collaboration Page 65 

 
VI. Continuing Care Agreement 

 
The Continuing Care Agreement is a mechanism whereby Native health corporations may be 
reimbursed in an after-the-fact settlement process for losses incurred in the provision of 
children’s health care services. After our business agreement documents were developed, we 
conducted a separate legal analysis to determine if the Continuing Care Agreement could be 
applied to the SEARHC/JYS collaborative venture, and if so, under what circumstances. This 
legal analysis yielded the following information. 
 

a. Use of the Continuing Care Agreement is possible, but certain conditions need to be met 
as outlined below. 

 
b. The joint venture program would need to be included in the Continuing Care Agreement 

(CCA) between the Native health corporation and the state.  
 

c. The reimbursement framework would need to be constructed so that any potential losses 
would be incurred by the Native health corporation, and not the other collaborating 
entity. The CCA can only reimburse the Native health organization for losses; it cannot 
extend this reimbursement mechanism to the other collaborating entity.  

 
d. The reimbursement framework, once again, needs to be compliant with the safe harbor 

provisions of the federal Anti-Kickback law. This law does not allow a “cover all losses” 
provision. The compensation amounts must be set in advance, and be consistent with 
“fair market value in arms-length transactions.”  

 
Observations 
1. We strongly recommend that use of the Continuing Care Agreement (CCA) be considered 

early on in the financial negotiations between the collaborating entities. In our case, we 
established a reimbursement framework which placed the financial risks and potential losses 
onto JYS. We were therefore precluded from seeking reimbursement under the Continuing 
Care Agreement, even though the collaborative project was included in the CCA. To utilize 
the CCA within the JYS/SEARHC framework in the future would require us to shift the 
financial risks/losses to SEARHC.  

 
2. Even if the business agreements are constructed to place the risk of financial losses with the 

Native health organization, this is not a guarantee that all losses will be reimbursed. Under 
the CCA, the state conducts an audit of the health corporation’s financial records and 
determines what items are in fact reimbursable. In addition, the lag between the experience of 
the loss and ultimate reimbursement can be a year or more.   
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VII. Summary Comments 

 
In many ways, developing the Montana Creek Residential Facility/Program was based on a “leap 
of faith.” When SEARHC and JYS began working together we knew that the project would 
entail many challenges. We started with no resources other than our genuine desire to improve 
services for Alaskan adolescents and families, and our willingness to develop a workable 
business model between our two agencies. 
 
We discovered early on that the success of this endeavor would largely rest on our relationship. 
We were honest and open about our strengths and weaknesses. This helped to create an 
environment of trust and also gave us insight on which agency should take the lead on certain 
issues. We were much more effective because of the development of an honest working 
relationship at the outset of the project; this should be considered strongly by agencies that will 
be working together on a project of this nature. 
 
We encountered many legal complexities with this project and urge others to devote adequate 
time and resources to this aspect of their collaborative facility and program development. 
Hopefully, the work we have done identifies many of the key issues and will help to reduce the 
level of effort required in this area by other entities. 
 
We received support for this project at multiple levels within each of our agencies. Our 
governing bodies were supportive, key administrative staff in both agencies saw the benefits of 
this endeavor, and because we included program staff during key phases of the development of 
the project, they also got behind the project. We could not have succeeded without this support. 
This may be useful information for others who are planning similar projects. 
 
Last, but not least, we received support from state agencies, state staff, as well as various 
foundations and commissions. They too sometimes took a “leap of faith” on this endeavor and 
trusted us to make the right decisions even when aspects of the project were not as clear as they 
might have wanted. We are indebted to all those stakeholders who supported our efforts and 
cleared the way for this collaborative project to take place.  


