Improper Payments Elimination and Recovery Act Passed
The Improper Payments Elimination and Recovery Act
(IPERA), which was passed unanimously in both houses
and signed into law on July 22, 2010, is targeted at
reducing wasteful spending by identifying government
programs that are susceptible to significant improper
payments and requiring that corrective plans be
implemented to alleviate the waste.
IPERA is projected to eliminate $50 billion in wasteful
spending by 2012 by amending the Improper Payments
Information Act of 2002 (IPIA) and expanding current
government program auditing processes to better
identify programs that are susceptible to improper
payments. 1 Improper payments are those which are
“made in the wrong amount, to the wrong person, or for
the wrong reason.”1 These types of payments totaled
nearly $110 billion in 2009 alone, with government
reports indicating that over the last three years, more
than $180 million was paid to deceased Americans, in
addition to the $230 million paid to felons (who are
ineligible for benefits).1
The legislation calls for agencies to perform annual risk
assessment audits on its various programs, and if a
program is deemed susceptible to “significant”
improper payments, those payments must be measured.1
Significant improper payments are defined as improper
payments exceeding “$100 million or $10 million of all
program and activity payments and 2.5% of program
outlays” for the preceding fiscal year and “$100 million
or $10 million of all program and activity payments and
2.5% of program outlays” for years prior to FY2013.1
Additionally, IPERA requires an audit of all programs
and activities, not just contracts, as was previously
required.1 All funds recovered by agencies through this
process may be used by those agencies “to improve their
financial management, to support the agency’s Office of
inspector General, [or] for the original intent of the
funding,” among other things.1
Government agencies will be required to complete this
yearly review on programs that spend at least $1 million
annually “if such audits would be cost effective.”1 In
conducting these reviews, agencies should consider
several risk factors, including: “(1) whether the program
or activity reviews is new to the agency; (2) the
complexity of the program or activity; (3) the volume of
payments made; (4) whether payment or payment
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eligibility decisions are made outside of the agency; (5)
recent major changes in program funding, authorities,
practices, or procedures; (6) the level, experience, and
quality of personnel training; and (7) significant
deficiencies in auditing practices.”1 Agencies that are
noncompliant with this system will face various
penalties depending on the amount of time spent in
noncompliance, including such remedial efforts as
establishing a compliance plan to being required to set
aside funds specifically for compliance efforts. 1
It should be noted that the recent modifications by the
Centers for Medicare and Medicaid Services (CMS) to
methods of accounting for improper payments are
separate from this new legislation.1 The effect that the
IPERA will have on Medicare and the cost to conduct
these reviews has also not, as of yet, been determined.
However, according to the requirements set forth above,
it is likely that Medicare will be among those identified
as being susceptible to significant improper payments.
While the IPERA permits for pilot tests to be performed
to assess the plausibility of compliance with the
program,1 it is unclear if any such test has been
commenced by CMS, or any other government agency.
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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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