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Bonus and Incentive Compensations: Emblems of Fraud?

According to a new theory posed by the U.S.
Department of Justice, corporate compensation policies
which directly reward employees based on their
attributable billings and collections are actually
supplying incentives for fraud. Investigators looking
into Medicare and Medicaid overpayments, billing and
coding irregularities, and imperfect compliance have
reveal that ordinary compensation and bonus policies are
possible sources of fraud." Prosecutors have marked
bonus and incentive policies as potential “red flags” for
fraud,> and companies are encouraged to replace
employee bonuses with salary-based performance
incentives so as to not arouse prosecutorial suspicion.®

These new compensation “red flags” are consistent with
the DOJ’s newfound penchant for regulation by
prosecution. CMS has implemented the Recovery Audit
Contractor* (RAC) program and Medicaid Integrity
Program® (MIP) in an attempt to identify Medicare and
Medicaid claim reimbursement outliers, increasing
agency scrutiny on healthcare reimbursement fraud.
Attorney General Eric Holder and Secretary of Health
and Human Services, Kathleen Sebelius, announced in
May 2009 they were directing millions of dollars and
dozens of agents towards an effort to combat Medicare
fraud.®

Through the Medicare Fraud Strike Force--a team of
federal, state and local investigators charged with the
task of combating Medicare fraud through the use of
Medicare data analysis techniques and community
policing’--the Attorney General has recovered $371
million in false Medicare claims.? Additionally, through
the RAC program, a congress mandated program to
detect and correct improper payments in the Medicare
program, Medicare recovered more than $1 billion since
its inception in 2005, 85% of which was taken from
hospitals.” From this, CMS was able to return $693.6
million to the Medicare trust fund.*

The attack on healthcare fraud has been a key
component of the Obama administration, particularly as
part of the President’s proposed Fiscal Year 2010 budget
which invests $311 million to strengthen program
integrity within CMS.** Attorney General Eric Holder
has said,
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“Every year we lose tens of billions of dollars in
Medicare and Medicaid funds to fraud. Those billions
represent health care dollars that could be spent on
medicine, elder care or emergency room visits, but
instead are wasted on greed. This is unacceptable, and
the Justice Department is committed to working with the

Department of Health and Human Services to eradicate
it.nlz
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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.
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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.

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
numerous states, and has provided testimony before federal and state legislative committees.

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.

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
range of specialties; developed a physician-owned ambulatory surgery center;
participated in the evaluation and negotiation of managed care contracts,
performed valuations of a wide array of healthcare entities; participated in
numerous litigation support engagements; created pro-forma financials; written
business plans and feasibility analyses; conducted comprehensive industry research; completed due
diligence analysis; overseen the selection process for vendors, contractors, and architects; and,
developed project financing.

Mr. Zigrang holds a Masters in Business Administration and a Master of Science in Health
Administration from the University of Missouri at Columbia. He holds the Certified Healthcare
Executive (CHE) designation from, and is a Diplomat of, the American College of Healthcare
Executives and a member of the Healthcare Financial Management Association.

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.

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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