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Under Arrangement Per Click & Block Leases
Certain physician - hospital relationships referred to as
"under arrangements" and "per click" leasing ventures
have come under increasing regulatory scrutiny. An
under arrangements transaction occurs when the hospital
contracts with a third party (typically a joint venture
owned, at least in part, by physicians who may refer) to
provide a hospital service, and the hospital then bills and
is reimbursed by Medicare for those services and pays
the supplier, or joint venture.
Under per-click or block leasing arrangements, hospitals
lease equipment and facilities to a physician group for
specific time blocks, or share space and equipment with
other lessees.1 The physicians using the facility pays a
small lease fee, and then the physician bills the payor as
if the physician provided the services, keeping the
monetary difference between the lease payment and
insurance reimbursement. Through the arrangement, the
technical fee that used to be paid solely to the imaging
center is now being shared with the referring
physicians.2
Currently, this type of “arrangement” is permitted under
Stark as the “entity” to which the physicians refer
patients is the hospital, not the joint venture, i.e., the
“entity” is deemed to be the entity that submits the
reimbursement claim to Medicare.3 However, buried in
the July 2, 2007, 2008 Medicare Physician Fee Schedule
proposed rule, CMS has included revisions to the Stark
regulations which would prohibit space and equipment
lease arrangements where per-click payments are made
to a physician lessor who refers patients to the lessee.4
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Specifically, CMS has proposed to broaden the
definition of “entity” to include the person or entity that
performs the designated health services. Of note, CMS
has criticized certain types of these arrangements as
“inherently susceptible to abuse because the physician
lessor has an incentive to profit from referring a higher
volume of patients to the lessee.” The public comment
period expired on August 31, 2007, however the final
rule has not yet been released. While the proposed Stark
provisions contained in the 2008 Physician Fee Schedule
proposed rule do not appear to currently apply to
arrangements where the physician is the lessee and rents
space from a hospital or other entity on a per-click basis,
CMS is considering whether or not to prohibit these
arrangements as well.
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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