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Where Are They Headed Now? The OIG Issues Its 2006 Work Plan
By Kenneth J. Yood

“The OIG believes that a hospital’s written policies and proce-
dures should take into consideration the regulatory exposure 
for each function or department of the hospital. Consequently, 
we recommend that the individual policies and procedures be 
coordinated with the appropriate training and educational 
programs with an emphasis on areas of special concern that 
have been identified by the OIG through its investigative and 
audit functions.”  

OIG Model Compliance Plan for Hospitals—1998 

On November 16, 2005, the Office of Inspector General of the 
Department of Health and Human Services (“OIG”) released 
its “areas of special concern” for the 2006 fiscal year. As a 
guidepost to the OIG’s current and future audit initiatives, the 
2006 Work Plan is essential reading for compliance officers 
and provider administrators charged with setting audit priori-
ties for their internal corporate compliance programs. As de-
scribed by the OIG, a healthy compliance program is constant-
ly identifying new risk areas for investigation and audit. The 
OIG issues the Work Plan as a catalog of risk areas designed to 
guide hospitals and other healthcare providers and suppliers in 
the operation of their individual compliance plans.

In the 2006 Work Plan, the OIG’s audit priorities for CMS 
programs—including the Medicare and Medicaid program—
covers 41 pages of densely written text. A recitation of all the 
priorities is beyond the scope of this Client Alert and is better 
left to a review of the Work Plan itself. However, the following 
is a greatly abridged review of areas of particular interest in 
the Work Plan.

Investigations. The Work Plan identifies investigative focus ar-
eas in which the OIG will concentrate during the 2006 Fiscal 
Year

The OIG will investigate individuals and entities that bill the 
Medicare and/or Medicaid programs for services not rendered, 
claims that manipulate payment codes in an effort to inflate 
reimbursement amounts and other false claims. The OIG will 
investigate business arrangements which run afoul of the fed-
eral Anti-kickback Statute.

With the initiation of the Medicare Part D drug benefit, the OIG 
has, “invested effort in thoroughly understanding the various 
aspects of the laws and regulations, preparing for the conduct 

of future investigation related to drug benefit fraud…” As a 
result of the business relationships that will be formed under 
Part D, the OIG is anticipating violations such as kickbacks, 
billing for services not rendered, false statements, prescription 
shorting in institutional settings and telephone scams.

The OIG will also increase its attention to quality of care is-
sues for beneficiaries residing in nursing homes. According to 
the OIG, the Medicare and Medicaid programs are often billed 
improperly for medically unnecessary services and for services 
either not rendered or not rendered as prescribed.

Organ Acquisition Costs. The OIG will determine whether or-
gan acquisition costs included on Medicare hospital cost re-
ports are accurate and exclude costs that should be allocated 
to post-transplant activities or other benefiting cost centers.

Outpatient Department Payments. The OIG will review pay-
ments to hospital outpatient departments under the outpatient 
prospective payment system to determine whether they were 
made in accordance with law and regulation. Specifically, the 
OIG will review the appropriateness of payments made for 
multiple procedures, repeat procedures and global surgeries. 

Diagnosis-Related Group Coding. The OIG will examine DRG 
coding practices to determine whether some acute care hospi-
tals exhibit aberrant coding patterns.

Outpatient Outlier and Other Charge-Related Issues. On the 
heels of recent enforcement activity, the OIG will review out-
lier payments to hospital outpatient departments and com-
munity mental health centers to determine whether they were 
made in accordance with law and regulation.

Skilled Nursing Facility Consolidated Billing. The OIG will de-
termine whether controls are in place to preclude duplicate 
billing under Medicare Part B for services covered under the 
SNF prospective payment system. Prior OIG audits identified 
excess payments associated with outpatient hospital, ambu-
lance, laboratory and radiology services during 1999 and 
2000. The OIG will focus its investigation on billing for ser-
vices provided during calendar years 2001, 2002 and 2003.

Imaging and Laboratory Services in Nursing Facilities. The 
OIG will audit the extent and nature of any medically unnec-
essary or excessive billing for imaging and laboratory services 
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provided to nursing home residents.

Independent Diagnostic Testing Facilities. The OIG will review the 
medical necessity of Medicare services provided to beneficiaries 
by independent diagnostic testing facilities. The OIG will focus on 
whether individual facilities provided services for which they had 
prior approval, whether the designated level of physician supervi-
sion was provided and whether the non-physician personnel who 
performed the tests were properly licensed.

Ordering Physicians Excluded from Medicare. The OIG will review 
the extent of services, if any, ordered by physicians excluded from 
federal healthcare programs and the amount paid by Medicare 
Part B for such services.

The publication of the OIG Work Plan is an opportune time for 
healthcare providers and suppliers to reassess the quality of their 
compliance programs. Although no one can implement internal in-
vestigations relating to all the Work Plan’s audit priorities, the Work 
Plan along with operational experience may help a compliance of-
ficer look for that needle in the haystack. If you have any questions, 
please do not hesitate to contact:

Kenneth J. Yood (213) 683-6110
kennethyood@paulhastings.com


