Special Fraud Alert
The Office of Inspector General within the U.S. Department of Health and Human Services (DHHS) was established in 1976 to identify and eliminate fraud, waste and abuse in health care programs, including the Medicare and Medicaid programs.  The Office of Inspector General within the Kentucky Cabinet for Health and Family Services  (CHFS) investigates certain allegations of fraud within the Kentucky Medical Assistance Program and refers cases within the jurisdiction of DHHS to federal law enforcement.  In 2000, the DHHS OIG issued a Special Fraud Alert related to rental space in a physician’s office by a person to which a physician refers.  As a public service to providers, the OIG is including this important notice concerning this issue of growing concern within the Commonwealth of Kentucky.  The following Alert was published by DHHS OIG concerning questionable rental arrangements in physicians’ offices:

A number of suppliers that provide health care items or services rent space in the offices of physicians or other practitioners.  Typically, most of the items or services provided in the rented space are for patients, referred or sent, either directly or indirectly, to the supplier by the physician-landlord.  In particular, the DHHS OIG is aware of the following arrangements between physician-landlords and:

· Comprehensive outpatient rehabilitation facilities (CORFs) that provide physical and occupational therapy and speech-language pathology services in physicians’ and other practitioners’ offices;

· Mobile diagnostic equipment suppliers that perform diagnostic related tests in physicians’ offices;

· Suppliers of durable medical equipment, prosthetics, orthotics and supplies (DMEPOS) that set up “consignment closets” for their supplies in physicians’ offices.

The CHFS OIG has been apprised of physician-owned physical therapy clinics (POPTS), operated by an outsourced management company through a contractual arrangement, that may fall outside safe harbor provisions of the anti-kickback statutes.  The DHHS OIG noted its concern for rental space arrangements and is concerned that rental payments may be disguised kickbacks to the physician-landlord to induce referrals.  Further, the DHHS OIG noted the following: “We have received numerous credible reports that in many cases suppliers whose businesses depend on physicians’ referrals offer and pay “rents”—either voluntarily or in response to physicians’ requests—that are either unnecessary or in excess of the fair market value for the space to access the physicians’ potential referrals.” 

The CHFS OIG encourages you to carefully examine the anti-kickback laws and to consult with your legal counsel prior to engaging in rental space arrangements.  Any questions concerning the legality of the arrangements should be addressed directly to DHHS OIG.  For further information, go to the DHHS website at http://oig.hhs.gov/fraud/fraudalerts.html. 
