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Congress to Providers: Clean Up Your Compliance 
Plan or Risk Your Medicaid Funding
By Kenneth J. Yood

 • Every compliance plan must notify employees, contractors 
and agents of their rights as whistleblowers.

 • Compliance policies and procedures must include employees 
as well as all contractors and agents.

 • If you do not have a compliant compliance program, you may 
risk your Medicaid funding.

 • Congress has established a new Medicaid Integrity Program 
and allocated $50,000,000 for each of FY 2007 and 2008 to 
detect Medicaid-related compliance.

On February 8, 2006, President Bush signed into law the 
Deficit Reduction Act of 2005 (“DRA”). Included in the 
DRA are significant changes to fraud and abuse enforcement 
by the Office of Inspector General (“OIG”) of the Department 
of Health and Human Services. For example, the DRA  
requires providers that annually receive $5,000,000 or more 
in Medicaid reimbursement to educate employees, contractors 
and agents regarding certain aspects of fraud and abuse en-
forcement, federal Civil False Claims Act (“FCA”) and provider 
fraud and abuse detection programs. By implementing such 
requirements, Congress has made what was once voluntary 
into something mandatory—corporate compliance programs.

According to the DRA, entities which annually receive at 
least $5,000,000 in Medicaid reimbursement are required to 
“establish policies for all employees of the entity (including 
management), and any contractor or agent of the entity that 
provide detailed information about the [FCA]….” Such infor-
mation must include administrative remedies for violations of 
the FCA and similar state laws, civil and criminal penalties, 
whistleblower protections, and the roles of federal and state 
laws in preventing and detecting fraud, waste, and abuse in 
Federal healthcare programs. Employee policies must include 

detailed provisions regarding “the entity’s policies and proce-
dures for detecting and preventing fraud, waste, and abuse….”  
In addition, an entity’s employee handbook must include 
information regarding the rights of employees to be protected 
as whistleblowers, and the entity’s policies and procedures for 
detecting and preventing fraud, waste, and abuse. Failure to 
comply with the DRA’s requirements places a provider’s 
Medicaid funding in jeopardy. All of these requirements are 
effective on January 1, 2007.

As is usually the case, these requirements raise more questions 
than answers. All providers have a myriad of contractual 
arrangements with all sorts of entities necessary to operate the 
providers’ health care facilities. Such arrangements may in-
clude contractors providing direct patient care services as well 
as contractors providing laundry, maintenance, shipping and 
delivery and other institutional services. Are providers now 
expected to provide every single contractor it engages all of 
the provider’s corporate compliance policies and procedures? 
In addition, how much guidance are providers required to 
give their employees, contractors and agents regarding the 
FCA’s whistleblower provisions? Must employee handbooks 
now include the OIG hotline number? More guidance from 
the OIG is required to answer such questions. Unfortunately, 
there is not much time to implement new compliance pro-
grams or amend existing programs. January 1, 2007 is not that 
far away.

Corporate compliance officers are well advised to review their 
existing employee handbooks and compliance policies and 
procedures to ensure that the above DRA-required elements 
are included. For those providers who do not have compliance 
programs or compliance officers, it is time to develop and 
implement a program. With the assistance of legal counsel, 
a program can be developed which complies with the OIG’s 
“voluntary” guidelines and the DRA requirements.
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If you have any concerns regarding your company’s compliance programs, please do not hesitate to contact: 
Kenneth J. Yood 213-683-6110 kennethyood@paulhastings.com

In addition to mandating the implementation of provider  
compliance programs, the DRA also establishes a new “Medicaid 
Integrity Program” designed to enhance the OIG’s ability to 
detect fraud, abuse and waste within the Medicaid program. 
During fiscal years 2007 and 2008, Congress has allocated 

$50,000,000 for each year to the Medicaid Integrity Program. 
For each year thereafter, $75,000,000 will be allocated.  
Providers can now expect that the OIG’s increasing focus on 
Medicaid enforcement will shine a light on their corporate 
compliance programs. 


