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This Corporate Integrity Regulatory Summary

(Regulatory Summary) is a companion document to A

Guide to Business and Personal Conduct for Ministry

Health Care.  The Guide outlines the System’s approach

to, and processes and policies for ensuring ethical

behavior and compliance with laws and regulations that

affect our business.

The Regulatory Summary is intended to serve as a

resource for those

Ministry Health

Care executives

and other

employees who

are involved in

conducting business and executing business transactions

which require some familiarity with the pertinent laws

and regulations that affect the health care industry.  The

Regulatory Summary is not an in-depth analysis of those

regulations, only a cursory review.  Reliance should not

be put on the Regulatory Summary for legal advice,

nor should it be a substitute for consultation with 

legal counsel.

Ministry Health Care leaders have an obligation to

act in a way which merits the trust, confidence, and

respect of the public and other health care professionals.

The specifics of these expectations of leaders are

included in the Code of Ethics for Leaders, which is

also incorporated into the Regulatory Summary.  

Ministry Health Care - Code of Ethics for Leaders 

Ethical questions arise every day while doing

business, and we must decide what it means to do the

right thing.  We realize that our concern is not only with

doing right, but also with doing that which meets the

needs of our patients and employees.

There is also the challenge from the public that

demands that corporations and their employees

demonstrate their efforts in living up to their social and

legal responsibilities.  Corporations recognize that it is

important to have ethics initiatives that prevent ethical

wrongdoing from occurring. 

Therefore, the purpose of the Ministry Health Care

Code of Ethics is to serve as a guide of conduct for

Leaders.  It contains standards of ethical behavior for

Leaders associated with Ministry Health Care in their

professional relationships and in conduct that directly

relates to the role and identity of the health care Leader. 

Ministry Health Care has in place its Mission,

Philosophy, and Values, as well as policies and

procedures that deal with ethical issues.  This Code

flows from those statements and deals with the conduct

specific to Leaders.  In this Code, "Leader" refers to all

CEOs, Senior Managers, and members of management

teams.  The Code is intended to be challenging, not

threatening.  It is another way to integrate our Mission

and Values with our daily work.

(continued on next page)
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Each Leader is required to sign a report form

annually as a confirmation that he or she is neither

directly nor indirectly involved in an ethical conflict

with either what has been stated and/or the business

decisions and transactions for which the Leader is

involved or responsible.  These forms are given to the

CEO of the facility who will place them in the

individual’s personnel file in the Human Resources

office.  For CEOs, these forms will be kept in the office

of the System CEO of Ministry Health Care.  A copy of

these forms will be maintained by Ministry Health

Care’s Corporate Integrity Officer.  

PREAMBLE

The mission of Ministry Health Care is to

continually improve the health and well being of all

people, especially the poor, in the communities we

serve.  Therefore,

our role as health

care providers is

to enhance the

quality of life,

dignity, and well-

being of

individuals

needing health

care service and 

create a more

equitable, accessible, effective, and efficient 

health care system.  

Ministry Health Care Leaders have an obligation to

act in ways that will merit the trust, confidence, and

respect of the public and other health care professionals.

To do so, Leaders strive to lead lives that embody a

system of values and ethics worthy of modeling.  Leaders

are charged with the obligation of quality performance

when speaking and acting for Ministry Health Care. 

In fulfilling their commitments and obligations to

those they serve, Ministry Health Care Leaders function

as agents of integrity.  Since leadership’s decisions

affect the health and well being of both individuals and

communities, Leaders must evaluate the possible

outcomes of their decisions and accept responsibility for

the consequences.  In each Ministry Health Care facility

at which health care services are provided, every Leader

must safeguard and foster the rights, interests, and

prerogatives of patients, employees, clients, or others

served.  Their role requires that the Leaders speak out

and take actions necessary to promote such rights,

interests, and prerogatives if they are threatened.  A

Leader’s role also requires that he/she do what is legally

correct and ask for assistance when interpretation is

necessary.  Key responsibilities of Ministry Health Care

Leaders are outlined on the following pages. 

(continued on next page)
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I. THE LEADER’S RESPONSIBILITIES TO

THE SPONSORS AND MINISTRY HEALTH CARE

The Leader shall:

a. uphold the values, ethics, and mission of

Ministry Health Care;

b. conduct all professional activities with honesty,

integrity, respect, fairness, and good faith in a way that

will reflect well upon Ministry Health Care;

c. conduct all personal relationships so that they do

not negatively affect Ministry Health Care;

d. comply with all laws and governmental regulations;

e. maintain competence and proficiency in

leadership by formulating a personal program of

assessment and continuing professional education;

f. respect professional confidences and refrain from

participating in any endorsement or publicity that demeans

the credibility and dignity of Ministry Health Care and/or

the respective institution.

II. THE LEADER’S RESPONSIBILITIES TO

THE INSTITUTION SERVED

The Leader shall:

a. be truthful in all forms of professional and

organizational communication;

b. avoid information that is false, misleading or

deceptive, or information that would create unreasonable

expectations; 

c. ensure those employees reporting to them feel

comfortable in reporting situations they believe may

conflict with this Code.

III. THE LEADER’S RESPONSIBILITIES TO

PATIENTS, CLIENTS OR OTHERS SERVED

The Leader shall:

a. avoid exploitation of relationships for 

personal advantage;

b. avoid practicing or facilitating discrimination and

institute safeguards to prevent discriminatory

organizational practices. 

IV. THE LEADER’S RESPONSIBILITIES TO

COMMUNITY AND SOCIETY

The Leader shall:

a. work to identify and meet the health care needs

of the community and assure that people have

reasonable access to health care;

b. accept no bribes, kickbacks, or other similar

unlawful or improper remuneration from any person or

entity to obtain business for any reason at all.

V. THE LEADER’S RESPONSIBILITIES

CONCERNING CONFLICT OF INTEREST

A conflict of interest may exist when the Leader:

a. is in a position to materially benefit, directly or

indirectly, by using authority or inside information;

b. allows a friend, relative or associate to benefit

from such authority or information;

c. uses authority or information to intentionally and

adversely affect the organization.

(continued on next page)
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Assessment and/or action is also necessary when it

may be perceived that any of the above exist.  

Therefore, the Leader shall:

a. conduct all professional relationships so that all

those affected are assured that leadership decisions are

made in the best interests of the organization and the

individuals served by it;

b. accept no gifts or benefits offered which could

influence a leadership decision, or could reasonably be

so perceived;

c. disclose to the appropriate agency any direct or

indirect financial or personal interest that might pose

perceived or potential conflicts of interest;

d. assess and report annually on the status of

potential conflicts of interest. 

VI. THE LEADER’S RESPONSIBILITIES

REGARDING ANTI-TRUST, FRAUD &

ABUSE, STARK, ETC. 

It is a basic policy of Ministry Health Care that all

Leaders will obey all applicable laws.  

Therefore, the Leader shall:

a. follow this policy in all business transactions;

b. confer with other appropriate Leaders within

Ministry Health Care and/or legal counsel before

engaging in any transaction which requires regulatory

review; and 

c. keep updated and knowledgeable of these laws.
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Numerous laws, in the federal and state criminal

codes and in statutes relating to health care programs,

prohibit actions that can be broadly characterized as

"fraud and abuse."  Sanctions against individuals or

entities for violating the fraud and abuse prohibitions

can include monetary penalties, exclusion from federal

and state health care programs, and imprisonment.  To

reach the level of criminal sanctions, the violations of

the law must be knowing and willful.  Monetary

penalties and program exclusion can be imposed if the

prohibited activity occurs, irrespective of whether the

activity was knowing or willful.  Further, "knowing and

willful" has at times been construed to mean nothing

more than an intent to do the act, such as, an intent to

send out the bill. 

For the typical health care provider, the most

important of these laws are those that have been enacted

to regulate, and

increasingly

reform, traditional

relationships

between hospitals,

physicians and

other parties to

whom patients must be referred for services which are

paid for by the government.  

These laws generally prohibit the payment or

receipt of anything of value, in cash or in kind, for the

referral, or the arranging of referrals, of government

paid services.

In recent years, the government has published

"Fraud Alerts" in the health care field, which highlight

activities that are receiving scrutiny and investigation by

the government.  The Fraud Alerts describe types of

activities that the government considers highly

susceptible to fraud and abuse.  A number of the Fraud

Alert topics are briefly discussed below:

FEstablishing joint ventures where the intent is

not to raise capital, but to lock up a stream of

referrals.  Specific items that are suspect are the

manner in which investors are selected, if they are

selected because they are sources of referrals, and

the nature of the business structure, if it is 

designed to reward referrals.

(continued on next page)
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FRoutine waiver of Part B deductibles and co-

insurance, to influence the referral of government

paid services, except in particular cases of a

patient’s financial hardship.   

FHospital incentives to physicians that have the

purpose of influencing his or her medical decision

as to where to refer patients for treatment.

Possible suspect activities include the provision of

discounted office space, free or reduced nursing or

administrative services, low interest or interest free

loans, or the payment of the physician’s travel or

continuing

medical

education

expenses.

FPrescription drug marketing schemes, such as

cash rewards, prizes or gifts, for prescribing one

company’s drugs over another’s, or “research

grants” to physicians where little, if any, actual

scientific investigation is conducted.    

FArrangements for the provision of clinical lab

services where one purpose of the arrangement is

to induce referrals of government reimbursed

laboratory testing.  For example, laboratory

provided computers or fax machines, the free

testing for hospital employees or families, or the

free pick up and disposal of biohazardous waste

products, all may serve to induce referrals.

F r a u d  a n d  A b u s e  (continued)
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S t a r k  A n t i - R e f e r r a l
P r o h i b i t i o n s  /  P h y s i c i a n

C o n t r a c t i n g

The financial arrangements among physicians,

hospitals and other

health services providers

are highly regulated.

The Stark anti-referral

prohibitions generally

prohibit a physician from

referring Medicare or

Medicaid paid services to a business in which the

physician — or an immediate family member of the

physician — has an ownership, investment, or

compensation financial arrangement, unless the financial

arrangement complies with one of the exceptions for

acceptable relationships.  

The Stark laws are based on the belief that

physicians are more likely to refer potentially

unnecessary Medicare and Medicaid paid services if the

physician — or a family member of the physician —

receives an investment return or compensation in

connection with the referral, from the business that

performs the service and is paid by the government.

The anti-referral prohibitions are intended to reduce

unnecessary referrals by regulating the investment and

payment arrangements of physicians.

The Stark laws are what are known as "strict

liability" laws, which means that there does not need to

be any intent to violate the law for the law to be

violated.  The fact that a prohibited arrangement exists

is enough to prohibit the referrals.  The focus is not on

an intent to improperly pay for referrals, as it is in the

anti-fraud and anti-abuse laws, but the focus is on the

payment arrangements involving the physician and the

available exceptions.

Many types of financial arrangements are allowed

as exceptions to the general referral prohibitions.

Financial arrangements such as ownership in large

publicly held companies or rural providers, the rental of

office space and equipment, bona fide employment

relationships, personal service arrangements, isolated

sale and purchase transactions, and the purchase of

items or services at fair market value, are all acceptable

in certain circumstances.  To meet a particular

exception, very specific requirements not mentioned

here must be met. (continued on next page)
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"Referral" is defined as a request by a physician for

any item or service that is covered by Medicare or

Medicaid, including the request for a consultation with a

specialist physician, and any test or procedure ordered

by or to be performed by that specialist physician, and

the request or establishment of a plan of care by a

physician.  The meaning of "referral" is very broad and

does not require that the patient be directed to a

particular health care provider or supplier.  

The

prohibitions only

apply to the

following

"Designated

Health Services:"

Clinical laboratory

services; Physical

therapy services;

Occupational

therapy services;

MRI, CAT scans,

and ultrasound diagnostic services; Radiation therapy

services; Durable medical equipment; Parenteral and

enteral nutrients, equipment, and supplies; Prosthetics,

orthotics, and prosthetic devices; Home health services;

Outpatient prescription drugs; and Inpatient and

outpatient hospital services.

Prohibited arrangements do not include the

forgiveness of amounts owed for inaccurate tests or

procedures, minor billing errors, or a payment to

satisfy a claim for the furnishing of health services

by the physician.

Payment arrangements made to a physician which

are not in return for items or services actually provided,

or payment arrangements from a physician that are not

in return for something of comparable value, are

suspect arrangements.

It is important to recognize that even if a Stark

exception is satisfied, a separate analysis under the 

fraud and abuse anti-kickback statute is required.
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B i l l i n g  P r a c t i c e s

The billing of government and privately paid health

care services is regulated.  The improper billing of

Medicare, Medicaid, or other federal or state health care

programs can be a crime or it can result in significant

civil penalties.  Both jail time and substantial financial

penalties can result.  Also, the false or fraudulent billing

of insurance and employee benefits programs may be a

crime under state laws.

The submission of false or inaccurate claims or

statements to federal and state health care programs is

one type of "fraud and abuse" that is receiving increased

attention from government regulators and investigators.

The outcome associated with a particular claim will 

vary based on the intentions and actions of the

individuals involved.  

Any billing activity that results in the payment by a

state or federal health care plan of amounts in excess of

what should have been paid for the services actually

performed can lead to government action and must be

addressed.  The knowing and willful submission of a

false or inaccurate claim can be a federal criminal

offense.  All of the following can be included under

these prohibitions: billing for services not rendered,

misrepresenting the services actually rendered, falsely

certifying that certain services were medically

necessary, failing to maintain adequate documentation

of services performed, and intentionally falsifying a

diagnosis to make a service appear medically necessary.

Payments in connection with claims that include

unintentional mistakes or errors, including inaccurate

coding, can be recouped by the government.  Mistakes

or errors will generally not lead to additional penalties,

unless the mistakes are found to actually be intentional

or part of a larger scheme to defraud the government.

Repetitive or systematic mistakes must be avoided

because they can be construed as evidence of an 

intent to defraud.

Bills submitted to private payers must also be

truthful and accurate.  Criminal penalties can be applied

to knowingly false or fraudulent claims, and all claims

that are submitted for services that are not provided are

subject to possible repayment.

In relation to billing for services provided, other

activities are also addressed. Federal fraud and abuse

laws prohibit the routine waiver of Medicare Part B

deductibles and co-insurance, except in particular

circumstances related to the financial hardship to the

patient.  Similarly, state laws also prohibit health care

providers, who provide services through health benefit

plans, from routinely waiving deductibles and 

co-insurance, again except in particular circumstances

related to the financial hardship to the patient.  

Charity care is appropriate and is administered through

specific policies. To read more about false claims, fraud

and abuse laws and protections, please refer to our on-line

policy at http://www.ministryhealth.org/falseclaimsact/.
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An organization is exempt for federal income taxes

if the organization is operated exclusively for exempt

purposes, such as educational, charitable, or religious

purposes.  To satisfy this requirement, no part of the net

earnings of the organization may inure to the benefit of

any private shareholder or individual: private inurement

is prohibited.  In other words, an exempt organization

cannot distribute net earnings to individuals having

control or significant influence over the organization,

in the way that a for-profit corporation 

distributes dividends.  

This does not prohibit paying reasonable

compensation to employees or others for services

actually provided.  Compensation may even be in the

form of incentive bonuses in connection with the

business of the organization, as long as overall

compensation is reasonable.  

The private inurement prohibition applies to

"insiders," that is, individuals having positions of

control or significant influence over the organization’s

operations.  These individuals can include officers and

directors, or anyone else who is in a position to

influence decisions.  In the hospital setting, this

generally includes physicians, especially physicians who

are active members of the hospital’s medical staff.

Federal law imposes a number of other prohibitions

on tax exempt organizations:

FAn exempt organization’s activities may not

consist of the carrying on of propaganda or

attempting to influence legislation.

FAn exempt organization may not participate or

intervene in any political campaign.  There is no de

minimis exception to this rule, one violation is

grounds for revocation of exempt status.  This is

significantly different from the lobbying limitation,

which allows insubstantial lobbying activities.

FThere is also a general requirement, established

in case law, that an exempt organization may 

not engage in activities that are against 

public policy.   

(continued on next page)
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A violation of the tax exemption requirements can

result in an organization’s loss of its tax exempt status,

which will, in addition to other effects, require

significant tax payments, dissolution of the organization,

and possible individual liability for those involved.  

Recent changes in the law now also allow the

federal government to impose "intermediate sanctions"

in connection with violations of the tax exemption laws.

Intermediate sanctions are the imposition of an excise

tax on disqualified persons and exempt organization

managers who participate in "excess benefit

transactions."  The tax does not apply to the

organization.  "Excess benefit transactions" include any

transaction in which an exempt organization directly or

indirectly provides an economic benefit to or for the use

of any disqualified person, where the value of the

economic benefit exceeds the value received by the

exempt organization for such benefit.  A "disqualified

person" is any person who, at any time during the five

year period ending on the date of a transaction, was

in a position to exercise substantial influence over the

affairs of the organization, or was a family member 

of such an individual.  

Even though an organization qualifies for tax

exempt status, it may still be subject to federal income

taxes, if it engages in activities which are considered

unrelated to its exempt purposes.  If too much of an

exempt organization’s income is unrelated to its exempt

purposes, the organization also runs the risk of losing its

exempt status.  Activities generating taxable revenues

need to be carefully reviewed. 

P r i v a t e  I n u r e m e n t  a n d  
T a x  E x e m p t i o n (continued)
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State and federal statutory antitrust laws are

designed to protect competitive markets for consumers

through regulation of various types of activities which

restrain competition and trade, e.g. conduct between

competitors, mergers, acquisitions, joint venture

participation, and exclusive contracting.  Antitrust laws

are enforced through civil and criminal proceedings by

the U.S. Department of Justice, the Federal Trade

Commission and State Attorneys General.  Criminal

violations may be punishable by imprisonment and

fines.  Private civil suits may also be filed by parties

who have suffered damages caused by anti-competitive

conduct.  Plaintiffs in civil suits may be awarded

damages equal to three times (3X) the damages caused

by the anticompetitive action.

Antitrust activity can be joint or unilateral.  Joint

conduct or conspiracy requires an agreement between

two independent competitors.  The agreement may be

verbal or written, but it need not be formal: a

"handshake" deal may be sufficient.  Agreements

between wholly owned affiliates (e.g. parent/subsidiary

or brother/sister corporations) are not conspiracies.

Unilateral conduct is that in which one party engages

alone, such as an improper monopoly.  

A proper antitrust analysis requires appropriate

consideration of relevant circumstances surrounding the

conduct in question: parties are only competitors in

markets in which they compete.  In order to conduct an

antitrust analysis, the relevant market, and market power

within the relevant market (market share), must be

determined.  The relevant market is defined in terms of a

particular product or service and the geographic area in

which the product or service is offered and purchased.

Relative market power is then determined based upon

each seller’s percentage of sales in the total market.  As

a general rule, market shares in excess of 25-35% may

affect the antitrust analysis.

Antitrust is analyzed under two standards: the Per

Se Test and the Rule of Reason Test.  Conduct which

the laws deem to have no redeeming value or cause a

substantial harm to competition is automatically, or per

se, illegal.  Under the Rule of Reason Test, certain

conduct may be justified if the business benefits

outweigh the anticompetitive effects. 

The per se violations are price fixing, tying

arrangements, market division and group boycotts.

Price fixing is any agreement between actual or

potential competitors to fix or stabilize or otherwise

affect price.  Tying arrangements are those in which a

seller requires buyers of desired products to buy another,

perhaps undesired, product.  Market division is an

agreement between actual or potential competitors not 

(continued on next page)
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