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Doctors of chiropractic engage in a
host of business relationships in the
conduct of their practices. We all look
for value, cost effectiveness and oppor-
tunities to save money and, profit
where we can from our business trans-
actions. There are, however, strict le-
gal barriers that every DC must be
aware of to avoid potentially serious
consequences as we contract for ser-
vices and build business relationships.
At the top of the list of rules governing
business relationships for health profes-
sionals is the so-called “Stark Law”.

The federal anti-kickback statute
known as the Stark law (after the bill’s
author, California Congressman Fortney
Stark) is a broadly worded statute that
makes it a crime to pay or receive re-
muneration of any kind for referrals or
services “compensable” under any fed-
eral or state health care program. More
specifically, the anti-kickback statute
makes it a felony, punishable by up to
five years in prison and a $25,000 fine,
to “knowingly and willfully” solicit, re-
ceive, offer or pay any remuneration in
return for (1) referring or arranging for
services payable by any federal or state
health care program, or (2) purchasing,
leasing, ordering or arranging for any
goods, facilities or services which may
be paid for in whole or in part by any
federal or state health care program.

Another sanction available under the
statute is exclusion of any person or
entity from participation in the Medicare
program. Additionally, the Balanced
Budget Act of 1997 added civil mon-

Federal Stark Law Strictly Limits
Kickbacks on Health Services

etary penalties for violations of the Anti-
kickback statute in amounts up to
$50,000 per violation and assessments
equal to not more than three times the
amount of remuneration paid under the
arrangement. The details of this law are
available online in the United States
Code of laws, under Section 42 U.S.C.
1320a-7a(7)) at: http://www.access.
gpo.gov/uscode/uscmain.html (Go to
Title 42, Chapter 7, Sub-Chapter XI,
Section A).

The Stark law was initially passed by
Congress in 1989 to outlaw kickbacks
from laboratories to doctors who re-
ferred business to them. That law was
expanded in 1995 by what is commonly
referred to as “Stark II” to include the
following services:

• radiology and other imaging
services  (including MRI, CT and
ultrasound)

• physical therapy
• occupational therapy
• radiation therapy
• durable medical equipment
• parenteral and enteral nutrients,

equipment and supplies
• prosthetics, orthotics and pros-

thetic devices and supplies
• home health services
• outpatient prescription drugs
• inpatient and outpatient hospital

services
The Stark Law defines this list of

services, together with clinical labora-

tory services as “Designated Health

Services (DHS).”

The Medicare Anti-kickback statute
is the mother of all anti-kickback/anti-
rebate statutes. To restate the basic
prohibition of the statute: If a payment

of any kind, direct or indirect, is made

where at least one purpose of the

payment is to influence referrals,

purchasing, leasing, or to furnish

anything that can be paid for by

Medicare or Medicaid, then both the

person/entity paying and the per-

son/entity receiving the payment

can be charged with a felony or be

subject to civil monetary penalties.

(For example, if an imaging company
offers to rent space in your office for
their equipment, or pay you any amount
per patient and you refer patients to
them for any procedure, you are in vio-
lation of the law.) The most important
built in safeguard in this statute, as far
as providers are concerned, is that the
payment or receipt of payment must be
made “knowingly and willfully.” How
courts ultimately interpret this require-
ment will determine just how much pro-
tection it affords providers.

vider (or an immediate family member)
has a financial relationship.

The Stark Law basically contains two
prohibitions: (i) a practitioner with a fi-
nancial relationship with an entity which
provides Designated Health Services
may not make a referral to such entity
for such services unless a specified
exception applies; and (ii) the entity re-
ceiving the referral is prohibited from
submitting a claim for such services
under the Medicare or Medicaid pro-
gram. A financial relationship is defined
as either an ownership/investment in-
terest, or a compensation arrangement.

Does this law apply to me?
If you refer a patient for designated

health services (DHS) to an entity in
which you or a family member has ei-
ther a direct or indirect ownership in-
terest or compensation arrangement,
the law applies to you.

Once again, designated health ser-
vices include clinical laboratory services;
physical, occupational and speech-lan-
guage pathology services; radiology and
certain imaging services; radiation
therapy services and supplies; DME and
supplies; parenteral and enteral nutri-
ents, equipment and supplies; prosthet-
ics, orthotics, and prosthetic devices
and supplies; home health services; out-
patient prescription drugs; and inpatient
and outpatient hospital services.

Even your practice is “an entity” for
the purposes of Stark. Fortunately, a
DHS personally provided or supervised
by you in your own practice is not a re-
ferral under Stark. However, if you prac-
tice with other providers and refer pa-
tients to other doctors in the group, the
referral may be prohibited unless the
practice is a true “group practice” and
the referral meets an exception.

 The Stark law is a complicated body
of rules and regulations, and if you have
any sort of referral relationship that in-
volves compensation of any sort to you
or a member of your family, you will
want to immediately review the details
of that relationship to make sure that
you are not in violation of this law. Doc-
tors of chiropractic have gone to jail
because of Stark law violations. There
are situations involving diagnostic tech-
nology and compensation for the use
of a DC’s office space, and other ques-
tionable configurations that have gotten
a few of your colleagues in very deep
trouble.

Definitions
To understand the Stark Law, one

must understand the basic definitional
terms. There are many legal terms and
definitions that were written by regula-
tors and lawmakers to be as specific as
possible, to provide for exact, if com-
plicated terms under which the law will
be enforced. The most critical terms are
defined below.

• Referral — The term “referral” means
(1) any request by a doctor/physician
for an item or service, including the
request by a doctor/physician for a
consultation with another provider
(and any test or procedure ordered by
or performed by or under the supervi-
sion of the other doctor/physician), or
(2) any request for or establishment
of a plan of care that includes the pro-
vision of any DHS. A referral does not
include any DHS personally performed
by the doctor; however a DHS is not

On January 4, 2001, the Health Care
Financing Administration (HCFA) re-
leased Phase I of the long awaited final
Stark II regulations. These regulations
govern doctor referrals of Medicare or
Medicaid beneficiaries to healthcare
entities with which the referring pro-

If you refer a
patient for DHS or
an entity in which
you or a family mem-
ber have a direct or
indirect ownership
or compensation
arrangement, the
law applies to you.
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