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OIG Announces its FY 2010 Work Plan

On October 1, 2009, the Office of the Inspector General
(OIG) released its work plan for the 2010 fiscal year."
The OIG issues an annual work plan which details
enforcement activities that it plans to initiate or continue
to pursue, and reviews programs and operations of the
Department of Health and Human Services.> The 2010
Work Plan includes reviews of and proposed changes to
Medicare (Parts A, B, C, and D), Medicaid, and an
additional section on the programs and efforts related to
American Recovery and Reinvestment Act.®> Discussed
below are several highlights of the 114-page Work Plan.

Under Medicare Part A and B, the OIG is reviewing the
appropriateness of capital payments made to hospitals
per discharge to defray the cost of equipment, facilities,
and other capital-related costs.* These payments are
based on such factors as the average capital cost per
discharge, DRG weight, geographic adjustment factors,
urban/rural location, indirect medical education, whether
the hospital serves a disproportionate share of low-
income patients, and any claimed outlier costs.’

The OIG will also continue to review provider-based
status for inpatient and outpatient facilities.® Under the
provider-based status rules, hospitals can operate as
single entities while owning separate provider-based
facilities, locations, or departments. This could allow
the hospital to benefit from increased reimbursement by
including the costs of a provider-based entity on their
cost report and a provider-based freestanding facility
could benefit from eligibility for some of the enhanced
payments that a hospital receives, such as
disproportionate share payments, upper limit payments,
or graduate medical education payments.” The OIG will
also be ensuring that critical access hospitals (CAHS)
comply with the criteria and conditions for eligibility in
the program that qualifies them for 101% of the cost of
providing services; the result of cost reimbursement plus
enhanced physician reimbursement.®

The OIG will also be reviewing certain types of hospital-
reported data. In particular, the accuracy of data on
hospital wages based on the Inpatient Prospective
Payment System (IPPS) under Part A will be reviewed,
due to the fact that the OIG has discovered hundreds of
millions of dollars misreported in recent years.’
Additionally, the OIG intends to review the reliability of
hospital-reported quality measure data, which is required
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to be reported on ten quality measure indicators
established by the Secretary of HHS. If the quality data
is incorrect, hospitals risk having their Medicare
payments reduced by two percent. *° To ensure further
that quality standards are being met, the OIG will also
review same-day hospital readmissions, adverse events
such as never events or serious reportable events, and
the number of Medicare claims based on conditions that
were present on admission (POA), since hospitals
receive lower reimbursement for certain diagnoses that
were acquired in the hospital.™*

With respect to reimbursement for inpatient hospital
services under the Medicare IPPS, the OIG intends to
review the proper use of coding changes to reflect
severity of diagnoses with MS-DRG codes. The
Medicare Severity Diagnosis Related Group (MS-DRG)
system was implemented in 2005 to more appropriately
reflect the severity and resource consumption of
particular diagnoses.*?

Also being reviewed is the appropriateness of
disproportionate share (DSH) payments (which have
been steadily increasing in recent years) under both
Medicare and Medicaid,"® and bad debt claims under
Medicare.’*  Also, amidst increased scrutiny and
proposed payment restructuring of diagnostic imaging
utilization, the OIG will be reviewing payments made
for diagnostic X-rays and interpretations performed in
hospital emergency rooms.™

Additionally, the OIG will be reviewing several issues
regarding Medicare Part B payments to Home Health
Agencies (HHA). These include scrutiny of payments
for outlier costs, diabetes self-management training, and
insulin injections, among others.® OIG will conduct an
analysis of Home Health Agency profitability trends to
determine whether the payment system for home health
should be adjusted, as HHA spending has significantly
increased since the introduction of the current
prospective payment system.” Relatedly, OIG will be
reviewing payments made for durable medical
equipment and ensuring these payments comply with
physician self-referral restrictions.™

Of particular note for physicians affiliated with
ambulatory surgery centers (ASCs), the OIG intends to
review physician coding relevant to place-of-service, in
order to determine whether physicians have been
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inappropriately coding services to indicate that they have
been performed in their offices rather than an ASC or a
hospital ~outpatient department, as office-based
reimbursement rates are generally higher.*®

Additionally, Medicare Part B payments for physicians
performing imaging services will also come under
scrutiny, and in some cases, the OIG will review practice
expense components, such as utilization rates, for
appropriateness.? With regard to independent
diagnostic testing facilities (IDTFs), the OIG intends to
review CMS’ Medicare enrollment standards for IDTFs
to ensure that they comply with all 14 CMS
standards,*including ~ CMS’ interpretation  of
prohibitions on space-sharing.??

Multiple Part B prescription drug payment issues are
also going to be reviewed, including comparing pricing
of drugs to relevant market prices and average
manufacturer prices, general for immunosuppressive
drugs, payments for off-label anticancer
pharmaceuticals, and fraud issues arising out of the
prescription of the inhalation drug budesonide in South
Florida.”®  Further, the OIG intends to also review
duplicate claims for prescription drugs arising under
Medicare Part A/B and Part D, as well as other Part D
issues related to Medicare Advantage, pharmacy benefit
managers, e-prescribing, and manufacturer rebates and
costs paid to Plan Sponsors under generic programs.®
The OIG also plans to review various issues relevant to
prescription drug payments under Medicaid, to ensure
that states are operating their prescription drug programs
appropriately under Medicaid and CHIP.*®

With the recent focus on effective use of health
information technology (HIT), the OIG also intends to
review the extent to which CMS standards for electronic
prescribing (e-prescribing) under Part D have been
implemented by providers and pharmacists.® With
regard to Part B, the OIG will also review 2010
incentive payments made under Medicare to providers
engaged in electronic prescribing (e-prescribing)
activities in 2009 to determine these payments were
made  appropriately to  “successful  electronic
prescribers”.  Per the standards set by CMS, a
“successful electronic prescriber” is a provider who
“report[s] on CMS’ e-prescribing quality measure with
respect to at least 50 percent of cases in which services
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are billed to Medicare Part B.”?’

Further, the OIG intends to review the CMS work plan
relevant to EHR implementation incentives under the
American Recovery and Reinvestment Act (ARRA) of
2009. Under the Act, Medicare and Medicaid providers
are entitled to incentives if they properly implement
EHR systems into their practices so that such systems
have “meaningful use” over the next few years.?
However, providers are not entitled to incentives from
both Medicare and Medicaid, and since the incentive
program is estimated to cost around $30 billion without
duplicative payments, the OIG intends to review CMS’
plans to ensure that providers are only receiving
payments from one source.” The OIG also intends to
ensure that EHR systems are sufficiently secure to
comply with HIPAA regulations, as mandated by the
ARRA ¥

This discussion of the FY 2010 Work Plan has merely
highlighted the OIG’s plan for the year. To review the
entire Work Plan, it can be accessed through the website
of the Office of the Inspector General, at:
http://oig.hhs.gov/publications/docs/workplan/
2010/Work_Plan_FY_2010.pdf.
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Robert James Cimasi, MHA ASA, CBA, AVA, CM&AA, President. Mr. Cimasi
is a nationally recognized healthcare industry expert, with over 25 years experience
in serving clients, in over 49 states, with a professional focus on the financial and
economic aspects of healthcare industry including: valuation consulting; litigation
support & expert testimony; business intermediary and capital formation services;
certificate-of-need and other regulatory and policy planning; and, healthcare
industry transactions, joint ventures, mergers and divestitures.
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( 8"") FYI - VALU Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, and several
: professional certifications. He has been certified and has served as an expert witness on cases in
¥ T Y f . numerous states, and has provided testimony before federal and state legislative committees.
; Ad, "h"“-‘ 5”"“””"“ Mr. Cimasi is a nationally known speaker on healthcare industry topics, is the author of several
nationally published books, chapters, published articles, research papers and case studies, and is often
quoted by healthcare industry press. Mr. Cimasi's latest book, “The U.S. Healthcare Certificate of
Need Sourcebook™, was published in 2005 by Beard Books. In 2006, Mr. Cimasi was honored with
the prestigious “Shannon Pratt Award in Business Valuation” conferred by the Institute of Business
Appraisers and was elevated to the Institute's College of Fellows in 2007.

in the Era of
Healthcare Reform

Founded in 1993, HCC is a
nationally recognized healtheare Todd A. Zigrang, MHA, MBA, CHE, Senior Vice-President. Mr. Zigrang has
over twelve years experience in providing valuation, financial analysis, and
provider integration services to HCC's clients nationwide. He has developed and
implemented hospital and physician driven MSOs and networks involving a wide
HCC Home range of specialties; developed a physician-owned ambulatory surgery center;

. . participated in the evaluation and negotiation of managed care contracts,
Firm Profile performed valuations of a wide array of healthcare entities; participated in
HCC Services numerous litigation support engagements; created pro-forma financials; written
- business plans and feasibility analyses; conducted comprehensive industry research; completed due
HCC Experts diligence analysis; overseen the selection process for vendors, contractors, and architects; and,

. . developed project financing.
Clients Projects ped pro) 9

economic financial consulting firm

Mr. Zigrang holds a Masters in Business Administration and a Master of Science in Health

HCC News Administration from the University of Missouri at Columbia. He holds the Certified Healthcare

Upcoming Events Execut!ve (CHE) designation from, and is a Dl_plomat of, the Amerl_car_1 College of Healthcare
D g Executives and a member of the Healthcare Financial Management Association.

Contact Us

Email Us Anne P. Sharamitaro, Esq., Vice President. Ms. Sharamitaro focuses on the areas
_— of Certificate of Need (CON); regulatory compliance, managed care, and antitrust
consulting. Ms. Sharamitaro was admitted to the Missouri Bar in 2005 after
graduating with J.D. and Health Law Certificate from St. Louis University School of
Law. At St. Louis University, served as an editor and staff member of the Journal of
Health Law, published by the American Health Lawyers Association. She has
presented healthcare industry related research papers before Physician Hospitals of
America (f/k/a American Surgical Hospital Association) and the National
Association of Certified Valuation Analysts.

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.

Jeffrey S. Sedlacek is a research associate at Health Capital Consultants (HCC).
Mr. Sedlacek is a third year law student at Saint Louis University School of Law
and will graduate in May 2010 with a J.D. and Health Law Certificate. Mr.
Sedlacek also has a MBA specializing in Management Information Systems from
Southern Illinois University in Edwardsville. At HCC, Mr. Sedlacek provides
research support in the area of legal and economic trends related to a wide and
diverse array of healthcare industry enterprises.
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