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The Stark Law, also known as the
physician self-referral law, prohibits a
physician (or an immediate family mem-
ber) who has a financial relationship
with a healthcare entity from making
patient referrals to the entity for the fol-
lowing designated health services
(“DHS”) covered by Medicare: clinical
laboratory services; physical therapy,
occupational therapy and speech-lan-
guage pathology services; radiology and
other imaging services; radiation therapy
services and supplies; durable medical
equipment and supplies; prosthetics,
orthotics and prosthetic devices and sup-
plies; home health services; outpatient
prescription drugs; inpatient and outpa-
tient hospital services; and parenteral
and enteral nutrients, associated equip-
ment and supplies. A “financial relation-
ship” is an ownership or investment
interest in an entity or a compensation
arrangement between a physician (or an
immediate family member) and an entity.

The Stark Law was originally applica-
ble to healthcare entities that provided
clinical laboratory services reimbursable
by Medicare but was extended in 1993 to
cover physician self-referrals for DHS.
Under Stark, entities providing DHS to
patients as a result of prohibited refer-
rals are forbidden from submitting
claims for such services to the Medicare
program (and in some instances, the
Medicaid program) or from billing an
individual or third-party payor for the
DHS. However, since the enactment of
Stark, a number of exceptions to the Law
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have been established, including the
rural provider exception, in-office ancil-
lary services exception, and the academ-
ic medical centers exception.
Particularly relevant to Mississippi
Delta physicians is the rural provider
exception. The rural provider exception
establishes that an ownership or invest-
ment interest in an entity does not con-
stitute a financial relationship where the
entity is a “rural provider,” furnishing
substantially all of the DHS it furnishes
to residents of a rural area. In order to
furnish “substantially all” of the DHS as a
rural provider, a physician/entity must
provide at least 75 percent of his or her
total DHS to patients living in rural areas
on an ongoing basis. “Rural areas” are
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those areas not designated as “urban
areas,” or areas not within a Metropolitan
Statistical Area (“MSA”), as defined by
the Office of Management and Budget
(“OMB”). Often, counties that are adja-
cent to cities or other counties with larg-
er populations are found to have such
ample economic and social resources as
to be considered within an MSA. Accord-
ing to OMB Bulletin No. 09-01 issued on
November 20, 2008, and the Mississippi
Department of Health State Rural Health
Plan, Mississippi’s only MSAs are Gulf-
port-Biloxi (Hancock, Harrison and Stone
counties); Hattiesburg (Forrest, Lamar
and Perry counties); Jackson (Hinds,
Madison, Rankin, Copiah and Simpson
counties); Memphis, TN-MS-AR (in part);

and Pascagoula (Jackson and George
counties). Notably, the Memphis, TN-MS-
AR MSA includes DeSoto County (a “cen-
tral county” in this MSA), Marshall
County, Tate County and Tunica County.
Areas not within Mississippi’'s MSAs
would be considered rural areas for pur-
poses of the rural provider exception.
Thus, Delta physicians practicing in rural
areas and providing at least 75 percent of
their total DHS to patients living in rural
areas should consider the rural provider
exception in the operation of their med-
ical clinics.

Changes to the Stark Law have been
prevalent over the years as evidenced by
CMS’s recent issuance of the 2009 Hospi-
tal Inpatient Prospective Payment Sys-
tem rule affecting space and equipment
leases and “under arrangements.”
Accordingly, it is important for physi-
cians to stay informed of any regulations
that may affect their operation under the
rural provider exception. Further, satis-
faction of the rural provider exception
does not ensure compliance with the
Anti-Kickback Law or IRS laws, and con-
sultation with an attorney may be neces-
sary prior to acting under the shield of
this Stark exception. DBJ
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