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No Slowdowns in Medicare/Medicaid Fraud 

Enforcement Despite Budget Cuts
Providers cannot relax compliance vigilance

By Bryan Moser and Steven Solomon

I
n June 2013, at a meeting of the Senate Committee 

on Homeland Security and Governmental Affairs, Gary 

Cantrell, Deputy Inspector General for the Office of 

Inspector General (OIG) Office of Investigations for the 

Department of Health and Human Services (HHS), detailed a 

planned slashing of staff in the OIG by over 20%, which will 

result in a drop in enforcement and oversight for antifraud 

initiatives.1

Nevertheless, healthcare executives need to know that 

government agencies remain dedicated to detection, 

investigation and prosecution. The fundamental regulations 

have not changed. Even though the HHS OIG has fewer 

resources at its disposal, enforcement has not gone away 

and collaboration with other government agencies has 

increased.

Fraud exposure cuts a wide swath

Medicare and Medicaid are the country’s biggest healthcare 

payers. They are known as giving the lowest dollar 

percentage return on any transaction, which leads to 

temptation to commit fraud.

Fraud has historically been taken seriously by the govern-

ment, and the heavy hand has not been lifted. In the federal 

government, the HHS OIG is employed in prevention and 

detection—the purview of the internal auditor—while HHS 

OIG’s Office of Investigations, often in conjunction with 

the FBI and the Department of Justice (DOJ), investigates 

alleged violations. Even with fewer resources available, 

1 Schulte, Fred, “Medicare fraud outrunning enforcement efforts,” The Center for 
Public Integrity, July 1, 2013. See www.publicintegrity.org/2013/07/01/12909/
medicare-fraud-outrunning-enforcement-efforts.

agencies can wield the power of suspicion and organizations 

are forced to muster a response.

Published guidelines for sentencing and fines do not always 

relate to the outcome of the cases, since they are sometimes 

used as a negotiation tool for a Deferred Prosecution 

Agreement (DPA), a sentencing/fine compromise.

Using DPAs has been an effective method of enforcement 

for the government, saving resources and expenses for 

both the organization and the government, in addition to 

allowing the organization to avoid admitting guilt. However, 

the compromise can still inflict fines and/or penalties. It 

can also mandate close government supervision of the 

organization’s compliance systems and require exhaustive 

information into the future.

Damages add up

Healthcare fraud puts companies at risk for more than fines 

and penalties. The organization itself is often one of the 

many victims of the fraud, whether it is perpetrated from the 

inside or the outside. It costs time and money to investigate 

and respond to fraud, and distracts the organization from its 

core mission.

Notable healthcare fraud cases include the following.

Coventry Health Care – An insurance provider in Bethesda, 

Md., Coventry faced a data privacy violation accusation that 

Medicare eligibility information was obtained outside the 

scope of Coventry’s authorization. The company settled 

with the government in 2012, and was fined $3 million and 

compelled to provide more extensive compliance training 

for its employees.
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Pfizer – This multinational pharmaceutical company, 

headquartered in New York City, entered into a DPA with the 

DOJ in 2012 over violations of the anti-bribery and books 

and records provisions of the Foreign Corrupt Practices 

Act related to improper payments to foreign government 

officials, including publicly employed regulators and 

healthcare professionals.

The company paid $60 million in penalties: an initial $15 

million, reduced from a possible $45.6 million because 

of cooperation and remediation, and $45 million in 

disgorgement of profits paid to the SEC in connection with 

the same charges.

WakeMed Health and Hospitals – This nonprofit healthcare 

system in North Carolina entered into a DPA with the DOJ in 

2013 over charges of inflated billings to Medicare.

WakeMed also entered into a corporate integrity 

agreement in conjunction with the DPA with the DOJ. 

The agreement, approved by the court, set minimum 

standards for the company’s compliance program and 

required an independent compliance monitor for five 

years, in addition to $8 million in penalties. The penalties 

could have been worse; the government granted leniency 

for the sake of stakeholders who would be negatively 

impacted by more severe penalties that could threaten 

the entire business.

Victory Pharma Inc. – This pharmaceutical company, 

headquartered in San Diego, Calif., paid $11.4 million in a 

DPA with the DOJ in late 2012. The accusations included 

alleged kickbacks to doctors for writing prescriptions 

covered by Medicare. The kickbacks came in the form of 

entertainment including sports tickets; expensive meals; 

spa, golf and ski trips; and other nonmedical-related 

activities.

Beyond fines, penalties, defense and other costs, 

organizations risk reputation damage. The typical conclusion 

to an investigation is a press release from the DOJ and 

subsequent media coverage.

Take six antifraud steps

Because the government has not dropped its guard, 

companies must keep theirs up as well. Management must 

establish a stance that fraud will not be tolerated, and 

then communicate this position to all stakeholders with 

cooperation from all parts of the organization.

Dealing with the possibility or presence of fraud takes a six-

part plan:

1. Be informed about government standards.

2. Evaluate your organization’s compliance functions.

3. Assure effective internal monitoring and controls.

4. Train all personnel in fraud recognition and prevention.

5. Prepare for vigorous defense in case of investigation.

6. Regularly review all of the above.

Be informed about government standards

First, you have to develop intimate knowledge of the 

regulations that relate to your business. As seen in the 

examples above, cases are publicly available that further 

describe what the government deems acceptable or not.

Evaluate your organization’s compliance functions

The compliance department can lead the way, but it takes 

the work of internal audit, general or independent counsel, 

Healthcare executives need to know that government agencies remain 

dedicated to detection, investigation and prosecution.

Management must establish 
a stance that fraud will not be 
tolerated, and then communicate 
this position to all stakeholders.
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billing and finance to review policies and procedures to 

determine sufficiency, and to create or modify policies and 

procedures where needed.

Consider performing a risk assessment designed specifically 

for your organization. In the WakeMed case, the fraud 

occurred despite the fact the company had an established 

compliance program at the time.

Assure effective internal monitoring and controls

Establish or strengthen these, based on your evaluation of 

your organization’s compliance. Gaps should be identified 

and remediated to help detect and prevent fraud.

Train all personnel in fraud recognition and prevention

Include all departments and staff: internal audit, compliance, 

general or independent counsel, billing and finance, nurses, 

physicians, admissions — everyone who handles Medicare 

or Medicaid information and patient data. Training should 

include the company code of conduct and ethics policy.

For insights prompted by a health system’s violation in 

referrals and financial relationships, see www.grantthornton.

com/issues/library/newsletters/health-care/2013/ 

Stark-violation-Tuomey-physician-compensation.aspx.

Prepare for vigorous defense in case of investigation

The best defense is a good offense. Chances for success 

in obtaining leniency are better when you have programs 

in place, are making obvious antifraud efforts including 

taking the steps described, and internal audit works with 

legal counsel. When proactive steps have been taken, the 

government tends to use a lighter touch. However, when 

fraud has been perpetrated for a long time with little 

abatement, heavier fines and penalties typically result.

Regularly review all of the above

Create a process for regular reviews of these steps and of 

transactions in general, as well as the company code of 

conduct and ethics policy. Make the participation of all 

appropriate parties mandatory.

At best prevent, at least mitigate

Despite budget pressures, the government is not letting 

up on efforts to detect and prosecute fraud and companies 

should not let up on efforts to prevent and mitigate fraud.

Keep in mind that you do not need to go it alone in 

your antifraud efforts. Bringing in outside professionals 

experienced in these processes can help secure your 

company from exposure to fraud allegations and 

investigation, and to help when it occurs. NP

Bryan Moser is a partner in Grant 

Thornton LLP’s Forensic and Valuation 

Services practice. He assists clients with 

investigations, litigation and valua-

tion. Bryan’s service in government and 

internal fraud investigations includes 

billing fraud, compliance, earnings 

management, employee embezzle-

ment and improper vendor arrange-

ments. You can reach Bryan at (703) 

847-7586 or Bryan.Moser@us.gt.com.

Steven Solomon is an experienced 

manager in Grant Thornton LLP’s 

Forensic, Investigative and Dispute Ser-

vices practice. He puts his experience 

in accounting and internal controls 

to service in helping clients in fraud 

investigations, compliance reviews 

and litigation support. You can reach 

Steven at (703) 637-4114 or Steven.

Solomon@us.gt.com.

Despite budget pressures, the 
government is not letting up  
on efforts to detect and  
prosecute fraud.

To do two things at once is to do neither. 

~ Publilius Syrus
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